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Original sponsor: Rules/Governor

EY THE LABOR AND 
COMMERCE COMMITTEEIN THE HOUSE

CS FOR HOUSE BILL NO. 182 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - FIRST SESSION 

A  BILL

For an Act entitled: "An Act relating to the power cost equalization

program."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. The legislature finds that

(1) the power cost equalization program has substantially im­

proved the health, safety, and quality of life in rural parts of the state;

(2) the cost of electricity in rural parts of the state is 

substantially higher than the cost in the rest of the state;

(3) rural parts of the state rely less on a cash economy and 

therefore rural residents may have more difficulty paying cash for high 

energy costs;

(4) access to a certain level of electric power at affordable 

rates is a basic right and necessity in the state;

(5) the power cosc equalization program has allowed many more

rural state residents access to electric power at affordable rates than

before the program was available;

(6) most electricity in rural parts of the state is generated by 

diesel generators that operate efficiently only at full capacity;

(7) an electric utility needs a certain demand for power to 

operate efficiently and the power cost equalization program has helped 

create this "critical mass" of demand in rural areas of the state;

(8) by providing a stable demand, the power cost equalization 

program has enabled rural electric utilities to substantially improve the

efficiency of their operations through energy conservation, more efficient

CSHB 182(L&C)- 1 -
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generation, and improvements in end-use technology;

(9) the average household use of energy has not increased under 

the power cost equalization program, although the number of new households 

hooked up to electricity has increased;

(10) efficient generation and use of electrical power in rural 

parts of the state is dependent on power usage by residential, commercial, 

and community facility customers; representatives of rural electric util­

ities believe that elimination or substantial curtailment of the power cost 

equalization subsidy for commercial users would force commercial users to 

operate their own gasoline generators to provide their own electric power 

and would therefore reduce the "critical mass" necessary for the electric 

utility to operate economically;

(11) although the power cost equalization program has been suc­

cessful in providing electricity at affordable rates to consumers, without 

leading to waste of energy resources, the current fiscal limitations in the 

state require a reduction in many state programs and services, including 

the power cost equalization program;

(12) if a reduction to -* power cost equalization program is 

necessary, it is better to accomplish the reduction by reducing the amount 

of subsidy for each consumer and continuing to provide service under the 

program to the largest number of consumers possible.

* Sec. 2. AS 44.83.162(c) is amended to read:

(c) An eligible electric utility is entitled to receive power 

cost equalization for actual consumption to the extent allowed under 

(e) of this section for sales of power to

(1) [FOR SALES OF POWER TO] local community facilities, 

calculated in the aggregate for each community served by the electric 

utility [, FOR ACTUAL CONSUMPTION OF NOT MORE THAN 70 KILOWATT-HOURS 

PER MONTH FOR EACH RESIDENT OF THE COMMUNITY]; and 

CSHB 182(L&C) -2-
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(2) [FOR ACTUAL CONSUMPTION OF NOT M O R E  THAN 750 KILOWATT-
♦

HOURS PER MONTH SOLD TO] each customer in all classes served by the 

electric utility except to customers of the utility under (1) of this 

subsection.

* Sec. 3. AS 44.83.162(e) is amended to read:

(e) An electric utility whose customers receive power cost 

equalization under this section shall set out in its tariff the rates 

\7ith0ut the power cost equalization and the amount of power cost 

equalization per kilowatt-hour sold. The rate charged to the customer 

shall be the difference between the two amounts. Power cost equaliza­

tion paid under this section shall be used to reduce the cost of all

power sold to local community facilities, in the aggregate, to the

extent of 5_0 [70] kilowatt-hours per month per resident of the commu­

nity, a n d , in fiscal year 1988, to reduce the cost of the first 500

[750] kilowatt-hours per customer per month for all other classes 

served by the electric utility. The subsidy for those classes shall 

be reduced each year, beginning in fiscal year 1989, by 50 kilowatt- 

hours per customer per month until the maximum subsidy is based on the 

first 250 kilowatt-hours per customer per month for those classes. 

Access to at least 250 kilowatt-hours per month at an affordable rate 

is a basic right for each customer.

* Sec. 4. AS 44.83.162(j) is amended to read:

(j) The authority shall review the report required under (i)(l) 

of this section and may submit the report to the commission for addi­

tional review before payment. After review and approval of the report 

by the authority, the authority shall, subject to appropriation, pay 

to each eligible electric utility an amount equal to the power cost 

equalization per kilowatt-hour determined by the commission under (b) 

and (d) of this section, multiplied by the number of kilowatt-hours

-3- CSHB 182(L&C)
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eligible for power cost equalization that were sold during the preced­

ing month to all customers of the utility in accordance with (c) of 

this section. Payment shall be made by the authority within 30 days 

after receipt from the utility of the report required under (i) of 

this section. However, if there is a dispute between the authority 

and che utility relating to the payment, the authority shall submit 

the report to the commission for review within 30 days after its 

receipt by the authority. When a report is submitted to the commis­

sion for review under this section, payment shall be made by the 

authority within 30 days after submission, based on a commission 

determination. If the authority determines that appropriations are 

insufficient for payment in full, the amount paid to each electric 

utility must fully fund, in descending order, residential customers, 

community facilities, and commercial facilities until the appropria­

tion is fully spent. If the appropriation is insufficient for payment 

in full to a class of eligible customers, the amount paid to customers ! 

in that class must be [IS] reduced on a pro rata basis.

* Sec. 5. AS 44.83.162(k) is amended to read:

(k) If an electric utility receives power cost equalization 

under this section, the utility shall either

(1) give the following notice to its electric service 

customers eligible under this program for each period for which the 

payment is received:

NOTICE TO CUSTOMER 

For the current billing period the utility will be paid under the 

State of Alaska's power cost equalization program (AS 44.83.162) an J 

amount to assist the utility and its customers in reducing the high 9 

cost of generation of electric energy. For electric energy consumed 9 

by residential customers and private commercial customers, this state 

CSHB 1 8 2 (L&C) -4- 1
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payment applies only to the first (insert appropriate amount) k i l o­

watt-hours per month used by each customer. For electric energy sol< 

to local community facilities, this state payment applies to the tota 

number of kilowatt-hours used each month by all such facilities in th 

community, up to a maximum of 50 kilowatt-hours, multiplied by th 

number of residents in the community.

Your total electrical service cost $ ...............

Less state equalization $ ...............

Your charge $ ...............

or

(2) give to its electric service customers a notice ap 

proved by the authority, which notice provides electric service c u j  

tomers the same information provided by the notice in (1) of thi 

subsection.

* Sec. 6. AS 44 .83.162(o)(2) is amended to read:

(2) "community facility" means a facility essential to tl 

public health, safety, and welfare of the community, and includes 

water and sewer facility, public outdoor lighting including lightii 

for a community-owned airport strip or harbor, a community washeter 

or freezer, a community volunteer firehall, a community health clini 

a village public safety office, a [,] charitable educational facilit 

or a community building whose operations are not paid for by t 

state, the federal government, or private commercial interests;

* Sec. 7. AS 44.83.163(a) is amended to read:

(a) The power cost equalization per kilowatt-hour determin 

under AS 44.83.162 payable to an electric utility that is subject 

rate regulation under AS 42.05 may be adjusted by the commission if

(1) an increase or decrease in the electric u t i l i t y’s cc 

of fuel has resulted in the approval of a fuel cost rate adjustment

-5- CSHB 1 8 2 (L&C)
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the commission;

(2) a permanent or interim rate increase or decrease has 

been approved by the commission, thereby establishing a h i g h e r  or 

lower power cost; or

(3) an adjustment is required after the authority has 

discovered discrepancies in its review of monthly data submitted by 

the electric utility [; OR

(4) THE AUTHORITY DETERMINES THAT APPROPRIATIONS ARE I N S U F­

FICIENT TO FINANCE FULL PAYMENTS TO ELIGIBLE ELECTRIC UTILITIES].

C SHB  1 8 2 ( L & C ) - 6 -
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Original sponsor: Rules/Governor

BY THE LABOR AND
IN THE HO U S E  COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 182 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the power cost equalization

program."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* -sction 1. FINDINGS. The legislature finds that

(1) the power cost equalization program has substantially i m­

proved the health, safety, and quality of life in rural parts of the state;

(2) the cost of electricity in rural parts of the state is 

substantially higher than the cost in the rest of the state;

(3) rural parts of the state r e l y  less on a cash economy and 

therefore rural residents may have more difficulty paying cash for high 

energy costs ;

(4) access to a certain level o f  electric power at affordable 

rates is a b a s i c  right and necessity in the state;

(5) the power cost equalization program has allowed many more

rural state residents access to electric power at affordable rates than

before the p r o g r a m  was available;

(6) most electricity in rural parts of the state is generated by 

diesel generators that operate efficiently o n l y  at full capacity;

(7) an electric utility needs a certain demand for power to

operate efficiently and the power cost equalization program has helped 

create this "critical mass" of demand in rural areas of the state;

(8) by providing a stable demand, the power cost equalization 

program has enabled rural electric utilities to substantially improve the 

efficiency of their operations through energy conservation, more efficient

-1- CSHB 1 8 2 (L&C)
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W O RK  D R A F T W O R K  D R A F T W O R K  D R A F T

generation, and improvements in end-use technology;

(9) the average household use of energy has not increased under 

the power cost equalization program, although the number of new households 

hooked up to electricity has increased;

(10) efficient generation and use of electrical power in rural 

parts of the state is dependent on power usage by residential, commercial, 

and community facility customers; representatives of rural electric u t i l­

ities believe that elimination or substantial curtailment of the power cost 

equalization subsidy for commercial users would force commercial users to 

operate their own gasoline generators to provide their own electric power 

and would therefore reduce the "critical mass" necessary for the electric 

utility to operate economically;

(11) although the power cost equalization program has been suc­

cessful in providing electricity at affordable rates to consumers, without 

leading to waste of er>:.rgy resources, the current fiscal limitations in the 

state require a reduction in many state programs and services, including 

the power cost equalization program;

(12) if a reduction to the power cost equalization program is 

necessary, it is better to accomplish the reduction by reducing the amount 

of subsidy for each consumer and continuing to provide service under the 

program to the largest number of consumers possible.

* Sec. 2. AS 44.83.162(c) is amended to read:

(c) An eligible electric utility is entitled to receive power 

cost equalization for actual consumption to the extent allowed under 

(e) of this section for sales of power to

(1) [FOR SALES OF POWER TO] local community facilities, 

calculated in the aggregate for each community served by the electric 

utility [, FOR ACTUAL CONSUMPTION OF NOT M O R E  THAN 70 KILOWATT-HOURS 

PER MONTH FOR EACH RESIDENT OF THE COMMUNITY]; and 

CSHB 1 8 2 (L&C) -2-
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(2) [FOR ACTUAL CONSUMPTION OF NOT MORE THAN 750 KILOWATT- 

HOURS PER MONTH SOLD TO] each customer in all classes served by the 

electric utility except to customers of the utility under (1) of this 

subsection.

* Sec. 3. AS 44.83.162(e) is amended to read:

(e) An electric utility whose customers receive power cost 

equalization under this section shall set out in its tariff the rates 

without the power cost equalization and the amount of power cost 

equalization per kilowatt-hour sold. The rate charged to the customer 

shall be the difference between the two amounts. Power cost equaliza­

tion paid under this section shall be used to reduce the cost of all

power sold to local community facilities, in the aggregate, to the

extent of 5£ [70] kilowatt-hours per month per resident of the commu­

nity, a n d , in fiscal year 1988, to reduce the cost of the first 500

[750] kilowatt-hours per customer per month for all other classes 

served by the electric utility. The subsidy for those classes shall 

be reduced each year, beginning in fiscal year 1989, by 50 kilowatt-

hours per customer per month until the maximum subsidy is based on the

first 250 kilowatt -hours per customer per month for those classes.

Access to at least 250 kilowatt-hours per month at an affordable rate

is a basic right for each customer.

* Sec. 4. AS 44.83.162(j) is amended to read:

(j) The authority shall review the report required under (i)(l) 

of this section and may submit the report to the commission for addi­

tional review before payment. After review and approval of the report 

by the authority, the authority shall, subject to appropriation, pay 

to each eligible electric utility an amount equal to the power cost 

equalization per kilowatt-hour determined by the commission under (b) 

and (d) of this section, multiplied by the number of kilowatt-hours

-3- CSHB 1 8 2 (L&C)
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eligible for power cost equalization that were sold during the preced­

ing month to all customers of the utility in accordance with (c) of 

this section. Payment shall be made by the authority within 30 days 

after receipt from the utility of the report required under (i) of 

this section. However, if there is a dispute between the authority 

and the utility relating to the p a y m e n t , the authority shall submit 

the report to the commission for review within 30 days after its 

receipt by the authority. When a report is submitted to the commis­

sion for review under this section, payment shall be made by the 

authority within 30 days after submission, based on a commission 

determination. If the commission determines that appropriations are 

insufficient for payment in full, the amount paid to each electric 

utility must fully fund, in descending order, residential customers, 

community facilities, and commercial facilities until the appropria­

tion is fully spent. If the appropriation is insufficient for payment 

in full to a class of eligible customers, the amount paid to customers 

in that class must be [IS] reduced on a pro rata basis.

* Sec. 5. AS 44.83.162(k) is amended to read:

(k) If an electric utility receives power cost equalization 

under this section, the utility shall either

(1) give the following notice to its electric service 

customers eligible under this program for each period for which the 

payment is received:

NOTICE TO CUSTOMER 

For the current billing period the utility will be paid under the 

State of Alaska's power cost equalization program (AS 44.83.162) an 

amount to assist the utility and its customers in reducing the high 

cost of generation of electric energy. For electric energy consumed 

by residential customers and private commercial customers, this state

C SH B  1 8 2 ( L & C )
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payment applies only to the first (insert appropriate amount) k i l o­

watt-hours per month used by each customer. For electric energy sold 

to local community facilities, this state payment applies to the total 

number of kilowatt-hours used each month by all such facilities in the 

community, up to a maximum of 50 kilowatt-hours, multiplied by the 

number of residents in the community.

Your total electrical service cost $ ................

Less state equalization $ ................

Your charge $ ................ ;

or

(2) give to its electric service customers a notice a p­

proved by the authority, which notice provides electric service cus­

tomers the same information provided by the notice in (1) of this 

subsection.

* Sec. 6. AS 44.83.162(o)(2) is amended to read:

(2) "community facility" means a facility essential to the 

public health, safety, and welfare of the community, and includes a 

water and sewer facility, public outdoor lighting including lighting 

for a community-owned airport strip or harbor, a ommunity washeteria 

or freezer, a community volunteer firehall, a community health clinic, 

a village public safety office, a [,] charitable educational facility, 

or a community building whose operations are not paid for by the 

state, the federal government, or private commercial interests;

* Sec. 7. AS 44.83.163(a) is amended to read:

(a) The power cost equalization per kilowatt-hour determined 

under AS 44.83.162 payable to an electric utility that is subject to 

rate regulation under AS 42.05 may be adjusted by the commission if

(1) an increase or decrease in the electric utility's cost 

of fuel has resulted in the approval of a fuel cost rate adjustment by

- 5 -  C S H B  1 8 2 ( L & C )
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(2) a permanent or interim rate increase or decrease has 

been approved by the commission, thereby establishing a higher or 

lower power cost; or

(3) an adjustment is required after the authority has 

discovered discrepancies in its review of monthly data submitted by 

the electric utility [; OR

(4) THE AUTHORITY DETERMINES THAT APPROPRIATIONS ARE INSUF­

FICIENT TO FINANCE FULL PAYMENTS TO ELIGIBLE ELECTRIC UTILITIES].

t h e  c o m m i s s i o n ;

C SH B  1 8 2 ( L & C )  - 6 -
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ALASKA POWER AUTHORITY 
POWER COST EQUALIZATION PROGRAM 

PROJECTED PROGRAM REQUIREMENT BY FISCAL YEAR 
RESULTING FROM PROGRAM CHANGES PROPOSED IN CSHB 182

Program

Customers 
All Classes

Community
Facilities

Total
Subsidy

Admin * 
Costs

Total 
• Program 
Requirement

Requirements
(Reduction)

% $

'88 Projected Program 
Requirements Under Existing 
Legislation (1): $ 16,360.2 $ 3,591.3 $ 19,951.5 $ 137.3 $ 20,088.8 0 0

'ojected Program 
Requirement Under 
CSHB 182 (2):

FY88 13,503.9 3,358.6 16,862.5 137.3 16,999.8 (15.4) (3,089.0)

FY89 12,096.2 3,358.6 15,454.8

•*

137.3 15,592.1 (22.4) (4,496.7)

FY90 11,122.5 3,358.6 14,481.1 137.3 14,618.4 (27.2) (5,470.4)

FY91 10,159.4 3,358.6 13,518.0 137.3 13,655.3 (32.0) (6,433.5)

FY92 8,992.2 3,358.6 12,350.8 137.3 12,488.1 (37.8) (7,600.7)

B. Power Cost Equalization Program Level of Subsidy

1. Customers: 750 kwh x mo
Community Facilities: 70 kwh x mo x resident

2. Customers:
a. FY88, 500 kwh x mo
b. Beginning FY89 reduced by 50 kwh x mo each fiscal year

until the maximum subsidy is based on 250 kwh X mo
Community Facilities: 50 kwh x mo x resident

8 7 1 8 / D D 2 1 / 2
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S T A T E  O F  A L A S K A  1987 L E G I S L A T I V E  S E S S I O N

REQ U EST
Bill/Resolution N o .:
Title : An Act Related to the Power

Cost Equalization Program

FISCAL DETAIL

Sponsor : Governor Steve Cowper 
R equestor:______________________
Date of R equest:.

Agency Affected: Alaska Porrer Authority
b r u  : _________________

Components : Prmnr Cost. Fnualization 
Program

EXPENDITURES/REVENUES : (Thousands of Dollars)

OPERATING FY 87 FY  88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

•
%

0.0 . . .  r . . .  . (5.799,7) .(5 .7 9 9 ,?i (9,799,7) (5,799.7)

0,0 . (5,732,7.) .(5.799.7) . (5..792,7) (5 .799,7) (5.799.7)

TOTAL OPERATING

CAPITAL

REVENUE

FUNDING : (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0.0 (5,799.7) (5,799.7) (5,799.7) (5,799.7) (5,799.7)

fc 700 71 10 700 7 \ /C 700 7\

POSITIONS :

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Attach a separate page if necessary

The legislation would reduce the funding requirements of the Power Cost Equalization Program in 
FY 88 by an estimated $5,799.7 through restrictions on eligible consumption levels and customers. 
This reduction is already included in the Governor's Budget. Cost savings in FY 89-92 would 
probably be larger than in FY 88, but are difficult to estimate accurately; therefore, the FY 88 
estimate is used for each of these years. (See attached schedule for detail.)

Prepared by: filtirlAlkuai. Director,    Phnne- 2 61-7210

Division : Accountino & AdmimatraLiflj^ffift,________________________  Date: . .  7
Executive Director:

Approved b yOommissioner-: Bob L e R e s c h ^ / _____________________  Date: 3/10/87

Agency: Alaska Power Authority. DCED

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page _ L _  o f ___-   9/16/86



No. 1 
HB 182 
3/16/87

POWER COST EQUALIZATION PROGRAM (AS 44.83.162-165) 
FY 88 PROGRAM REQUIRMENTS

Governor's
Customer Class Full Funding* Budget**

Residential $12,569.4 $10,809.7

Commercial 3,790.8 648.6

Community Facilities 3,591.3 2,693.5

Total Grants 19,951.5 14,151.8

Administrative Costs 137.3 137.3

Total Program Costs $20,088.8 $14,289.1

Funding Carryover -3,217.1 -3,217.1

FY 88 PROGRAM REQUIREMENTS - ' $16,871.7 $11,072.0

FY 88 Reduction from Full Funding Level = $5,799.7

* Full program funding required under the existing statutes.

** Program funding required under new legislation proposing the following changes:

Lower residential cap from 750 KWH per month to 500 KWH

Lower community facilities cap from 70 KWH per month per resident to
50 KWH. Restrict eligible community facilities to exclude non-essential 
services and buildings.

Lower commercial customer cap from 750 KWH per month to 500 KWH and limit
eligible commercial customers to those using no more than 1,000 KWH per
month.

P a g e  2  o f  2
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F I S C A L  N O T E

Revision D a te :
R E Q U E S T FIS C A L  D E T A IL

Bill/Resolution N o . :__________________
T itle : An Act Related to the Power

Cost Equalization Program

S p o n so r : Cove rn o r  S tev e  Cowper

R equestor:______________________
Date o f R equest:

Agency Affected : Alaska Power Authority 

BRU:-flfl-flfl-.?A7OT=nn_______________

Components : Power Cost Fnnal i 7ati on 
Program

E X P E N D IT U R E S /R E V E N U E S (T h o u san d s of D ollars)

O P E R A T I N G F Y  87 F Y  88 F Y  89 F Y  90 FY 91 F Y  92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LA N D  &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

«

0.0 (5.799.7) ..(5_,7.99,7)... . (5 ,799,7) (5.799.7) (5.799.7)

0.0 (5,759.7). (5,799.7) (5.799.7) (5.799.7) (5.799.7)

T O T A L  O P E R A T I N G

CAPITAL

REVENUE

FU N D IN G  : (T h o u san d s  o f  D ollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0.0 (5,799.7) (5,799.7) (5,799.7) (5,799.7) (5,799.7)

________QU3______ - L W 2 2 - U — X5..7.99..7J__ .j.sjqq .7) f.5.,7Qq 7 1 (.5 7 9 0 - 0 .

P O S IT IO N S

FULL-TIME
PART-TIME
TEMPORARY

A N A LY SIS : Attach a separate page if necessary

The legislation would reduce the funding requirements of the Power Cost Equalization Program in 
FY 88 by an estimated $5,799.V through restrictions on eligible consumption levels and customers. 
This reduction is already included in the Governor's Budget. Cost savings in FY 89-92 would 
probably be larger than in FY 88, but are difficult to estimate accurately; therefore, the FY 88 
estimate is used for each of these years. (See attached schedule for detail.)

Prepared b y : m a ria -M a n n i. D ire c to r
Division : Acconntinn A Arimini strati n

Executive Director:
Approved b y Commissi aner-: Bob LeResch 
A gency: Alaska Power Authority. DCED

P h o n e: 261 -7210 
D ate:

D ate: 3/10/87

Distribution (by Agency preparing fiscal no te): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
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POWER COST EQUALIZATION PROGRAM 
FY88

Proposed Legislation/Projected Program Requirement

Program Beneficiaries

Residential Customers 
Private Commercial 
Customers

Community Facilities 
Contingency

TOTAL GRANTS

Administration

Full Funding 
Existing Legislation

$12,569.4(a)

3,790.8(b)
3,591.3(c)

NA
$19,951.5

137.3

Governor's Budget 
Proposed Legislation

(a)
(b)

(c)

750 kwh x mo x customer 
750 kwh x mo x customer

70 kwh x mo x resident

$20,088.8

$10,715.4(a.1)

1,393.5(b. 1) ~ I'O 
1,677.l(c.l)

365.8 
$14,151.8

137.3 
$14,289.1

(a.l)
(b.l)

(c.l)

500 kwh x mo x customer 
500 kwh x mo x customer 
whose purchase of power does 
not exceed 1,000 kwh x mo or 
12,000 kwh annually 
50 kwh x mo x resident for 
facilities essential to the 
public health, safety and 
welfare of the community but 
only if that facility 
operations are not paid for by 
the federal, state or private 
commercial interest.

8353/DD19/2
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March 13, 1987

The Honorable Ben Grussendorf 
Speaker of the House 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. Ill, sec. 18, of the Alaska C o n­
stitution, I am transmitting a bill relating to the power 
cost equalization program. The primary purpose of this bill 
is to reallocate money under the program in order to avoid 
increases in power costs for most residential customers, who 
are the key beneficiaries of the equalization program.

If this bill or similar legislation is not enacted, present 
law would require the Alaska Power Authority to prorate any 
funding shortfall in the program equally among all customer 
classes. Under the funding level proposed in my FY 88 b u d­
get, this provision in present law would result in power 
rate increases of more than 50 percent for many rural r e s i­
dents. This bill would establish residential customers as 
the first priority for full funding and would avoid any in­
crease in power rates for residential customers using 500 
kilowatt hours or less per month. This consumption level is 
about 25 percent higher than the statewide average residen­
tial power use under the equalization program.

The bill does the following:

(1) it reduces the cap for community facility users from 70 
to 50 kilowatt-hours per month per resident (secs. 1 
and 2 of the b i l l ) ;

(2) it reduces the cap for residential and commercial users
from 750 to 500 kilowatt-hours per month (secs. 1, 2, 
and 4 of the b i l l ) ;

(3) it changes the means of allocating insufficient appro­
priations; residential users have first priority for
full funding; community facilities have second pri o r i­
ty, and commercial users have third priority; if money 
is insufficient to fund any class of user, the money 
will be distributed on a pro rata basis to the eligible 
users in that class (secs. 3 and 6 of the bill);
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(4) it redefines "community facility" to clarify that the 
subsidy is intended for facilities essential to the 
public health, safety, and welfare of the community, if 
the facility's operations are not paid for by the fed­
eral, state, or private commercial interests (sec. 5 of 
the b i l l ) ;

(5) it adds a new definition for "eligible customer" so 
that only three classes of customers are eligible for 
the subsidy: residential customers, private commercial 
customers with a limited power usage, and community 
facilities (sec. 5 of the bill);

(6) it makes amendments to conform to the changes described 
above (sec. 7 of the b i l l ) .

This bill is just the first step in what I believe should be 
a more comprehensive redirection of state policy on reducing 
rural energy costs. We need to implement programs that p r o­
vide lasting, long-term benefits to rural residents, rather 
than annual, one-time subsidies. Although the power cost 
equalization program has played a major role in reducing the 
cost of living in rural areas, it provides no. lasting b e n e­
fits and is completely dependent on the annual appropria­
tions process. .

Most rural communities will probably have to rely on diesel 
power generation for the foreseeable future, but there is 
much that can be done to improve the efficiency and reduce 
the cost of power from these generation systems. These 
cost-saving measures include the replacement of oversized or 
inefficient generators, transmission improvements, coordina­
tion of fuel purchases among villages, and the use of more 
efficient lighting and refrigeration systems to reduce power 
d e m a n d .

These types of energy efficiency improvements can provide 
long-term reductions in power costs which are not dependent 
on annual appropriations from the legislature. Although 
implementing these measures will require substantial invest­
ments in rural power systems, in most cases these invest­
ments can be repaid from savings in fuel costs within a few 
years. The Alaska Power Authority and the Department of 
Community and Regional Affairs are now evaluating financing 
methods that would not necessitate state appropriations to 
make these improvements.

I believe that this shift in rural energy policy toward 
lasting improvements, rather than annual subsidies, will



H o n .  B e n  G r u s s e n d o r f P a g e  3

benefit rural residents while reducing the cost 
energy assistance programs. My administration 
closely with the legislature ̂ ^..rural utilities, 
concerned parties in impleijw'htipg th^s^ approach 
power needs.

of state 
will work 
and other 
to rural



Egegik Light & Power Company 
P.O. Box 109 ‘
Egegik, Alaska 99579 
March 26, 1987

Representative Adelheid Herrmann 
Pouch V
Juneau, Alaska 99811

Dear Representative Herrmann:

1 am writing to you in regard to HB 182, which was 
recently introduced in the House. This bill deals with the Power 
Cost Equalization (PCE) program. Specifically, it proposed to 
lower the limit of eligible KWH from 750 to 500 for residential 
and commercial customers, and from 70 to 50 KWH per resident 
for community facilities. It also proposes to eliminate PCE 
eligibility for commercial customers whose purchase of power 
exceeds 1,000 KWH per month or 12,000 KWH annually.

As I have Indicated to you on the telephone, I am 
completely opposed to this bill, because of the tremendously 
detrimental impact it would have on the constituents of District 26, 
and on the state as a whole. It is my belief that those who 
favor this bill are unaware of the living conditions in rural 
Alaska and the tenuous position of many small electric utilities 
in rural Alaska. On the surface, it may appear that HB 182 is 
a way Co shave thousands of dollars off the state's budget.
But there is a great danger in looking only at the surface, 
without an in-depth understanding of the relationship between 
the PCE program and the rest of the state's economy.

For example, HB 182 proposes to redefine PCE eligible 
customers in order to eliminate those commercial customers who 
purchase more than 1,000 KWH per month or 12,000 KWH annually, 
(probably on the assumption that these larger commercial customers 
may not need PCE as much as smaller customers do). However, 
what the advocates of this bill probably do not realize is that 
the elimination of PCE would turn many of these larger customers 
away from commercial power altogether. To use the community of 
Egegik as an example, there are 3 large scale commercial customers 
who would be affected by this change; the school, the telephone 
company, and the cannery. It is PCE that makes commercial power 
cost effective for these customers. The elimination of PCE would

raise each of their electric bills by almost $300.00 per month, 
or approximately $3,500.00 per year, causing them to seriously* 
consider generating their own power. In fact, two of these three 
customers already have their own generators in place, so it would
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not be a major problem to do so. The problem, however, Is In 
the impact to the utility. For a utility which serves an average 
of only 65 customers per month, the loss of its 3 largest commercial 
customers would have a major impact. Many people do not realize 
that an electric utility's rates are based upon a given level 
of kilowatt hour sales. If sales drop off because of the loss 
of major customers, then the rates to the remaining customers 
would have to be raised in order to meet the utility's expenses.
When electric rates are already high, as is often the case in 
small remote communities where diesel generation is extremely 
expensive, any further rate increases can cause customers to 
reduce their already low consumption, or default on their 
payments, either of which would result in the small electric 
utility being unable to meet its expenses.

Many rural Alaskan utilities, including Egegik Light 
&  Power Company, have received funding from the state in the 
form of millions of dollars in grants and/or loans, in order to 
be able to provide safe and reliable electric power to Alaska's 
rural communities. Rate bases have been set up for these utilities 
which will allow them to continue to operate in a safe and 
reliable manner as required by law, and to repay their state 
loans over a prescribed period of time. And that is exactly 
what will take place, if the PCE program is left intact, by 
defeating HB 182. On the other hand, eliminating PCE for large 
scale commercial customers at this point in time would be like 
throwing a wrench into a smoothly operating machine. The final 
outcome could be the folding of numerous small electric utilities, 
and defaults on state loans by others.

Now to address the impact of HB 182 on the rural 
resident, if the limit of eligible KWH is lowered from 750 to 500 
per month. Once.again, I believe that the advocates of this 
proposal are simply not aware of Che conditions which exist here 
in ruraL Alaska. To a lawmaker in Juneau, lowering the limit 
from 750 to 500 is an arbitrary decision, aimed at one goal: 
to save the state dollars, But to our rural residents, the 
difference between these two numbers can affect their actual 
day-to-day quality of life.

Take, for example, an Egegik resident who uses 750 KWH 
per month. But first, the following point must be made: 750
kilowatt hours per month is not an extravagant or even high level 
of electric consumption for an average household, by any m o d e m  
standards. In fact, I am 9ure that if the proponents of this 
legislation would go home and look at their own electric bills, 
they would find that their own average usage is well over 1,000 
or even 2,000 KWH per month, even if no electric heat is used.

.. . . . . .... . Ml . ... .. . • • •
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But to  proceed w ith  th e  exam ple, th e  Egegik custom er 
who uses o n ly  750 KWH p e r month now pays a m onth ly  e l e c t r i c  b i l l  
o f  $ 1 2 8 .4 0 , a f t e r  Power Cost E q u a l iz a t io n .  I f  th e  e l i g i b l e  PCE 
l i m i t  is  low ered  to  500 KWH, as proposed by HB 1 8 2 , t h a t  same 
c u s to m e r's  b i l l  would be $ 2 2 5 .8 3 , an in c re a s e  o f  a lm o s t $ 1 0 0 .0 0  
p e r month! How many o f  the le g is la t o r s  in  Juneau w ould v o te  
f o r  a $ 1 0 0  in c re a s e  in  t h e i r  own e l e c t r i c  b i l l s ?

But those who a re  lo o k in g  a t  t h is  p ro p o sa l o n ly  on the  
s u rfa c e  can e a s i ly  p o in t  to  th e  s t a t i s t i c s ,  w hich show th a t  th e  
averag e  r u r a l  - e l e c t r i c  custom er uses le s s  th an  500 KWH p e r m onth.
So th e  assum ption fo llo w s  th a t  i f  the averag e  r u r a l  custom er uses 
le s s  then  500 KWH, then  tho se Chat use m ore, up to  750 KWH, must 
e i t h e r  be q u ite  w a s te fu l ,  o r r ic h  enough to  a f fo r d  th e  $ 1 0 0  in c re a s e . 
However, as one who sees th e  s i t u a t io n  a t  f i r s t  hand, l e t  me 
assu re  you t h a t  n e i th e r  o f  these  assum ptions is  t r u e .

The t y p ic a l  Egegik household w hich uses le s s  than  500 KWH 
per month o f  e l e c t r i c i t y ,  is  a b le  to  do g o  because i t  has no 
ru n n in g  w a te r ;  th e r e fo r e ,  no w e l l  pump, no washer and d r y e r ,  
no d is h w a s h e r, and no h o t w a te r h e a te r .  In  th e  w in t e r ,  d r in k in g  
w a te r  is  o b ta in e d  by d r iv in g  a 3 -w h e e le r  o u t onto  a fro z e n  la k e ,  
chopping a h o le  in  th e  ic e ,  and d ip p in g  a b ucket down i n b i t .  The 
w a te r is  h e a te d  in  a b ig  pot on top  o f  th e  o i l  s to v e . When the  
fa m ily  needs a b a th , they  g a th e r  f ire w o o d , chop i t  up and b u i ld  
a f i r e  f o r  th e  steam b a th , then  make one t r i p  a f t e r  a n o th e r  to  
th e  la k e  f o r  w a te r . T h e ir  ty p ic a l  house is  h e a te d  by th e  one o i l  
s to v e  in  th e  k itc h e n . I f  the house has more than  two rooms, the  
bedrooms a re  p ro b a b ly  c o ld , as they a re  too f a r  from  th e  s to v e . 
Washing c lo ch es  is  an a l l  day a f f a i r ,  b e g in n in g  w ith  p ack in g  g a llo n s  
o f w a te r  from  th e  la k e  and s e t t in g  up th e  b ig  w r in g e r  w asher in  the  
l i v i n g  room, and ending  w ith  c lo th e s  s tru n g  out a l l  o v e r  th e  house, 
as w e l l  as fro z e n  c lo th e s  o u ts id e  on the c lo t h e s l in e .  T h is  is  no t 
an e x a g g e ra t io n , but an a c c u ra te  d e s c r ip t io n  o f  th e  q u a l i t y  o f  l i f e  
in  th e  bush f o r  th e  average re s id e n t  who uses le s s  th an  500 KWH p e r 
m onth.

On th e  o th e r  hand, chose households in  E g eg ik  who use 
more th a n  500 KWH p er month are  t y p ic a l l y  those who do have ru n n in g  
w a te r from  a w e l l .  F ar from  being  r i c h ,  many o f  th e s e  re s id e n ts  
have s u f fe re d  and saved f o r  te n  years  o r m ore, in  o rd e r  to  purchase  
t h e i r  w e l l ,  which may co st upwards o f $ 5 ,0 0 0  o r $ 1 0 ,0 0 0 , depending  
on re q u ire d  d r i l l i n g  d e p th . Besides the  w e l l  pump and th e  a u to m a tic  
w asher and d r y e r ,  they  may a ls o  have a fo rc e d  a i r  fu rn a c e  ( o i l  
b u r n in g ) ,  in  o rd e r to  d is t r ib u t e  h e a t more e v e n ly  th ro u g h o u t the  
house. However, in  o rd e r to  s tay  under th e  p re s e n t PCE l i m i t  o f  
750 KWH p er m onth, th is  t y p ic a l  household would n o t use an e l e c t r i c  
s to v e , e l e c t r i c  space h e a te rs , or an e l e c t r i c  h o t w a te r  h e a te r .
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Y et i f  MB 182 is  passed, th is  fa m ily  would be fa c e d  w ith  an 
a lm o st $ 1 0 0  in c re a s e  in  t h e i r  m onthly e l e c t r i c  b i L l ,  w hich  
they  a lm o st s u re ly  cou ld  not a f f o r d ,  o r go back to  th e  s ta n d a rd  
o f  l i v i n g  d e s c rib e d  in  the p rev io u s  p a ra g ra p h .

A d d i t io n a l ly ,  th e re  is  th e  danger th a t  i f  r e s id e n t ia l  
e l e c t r i c  ra te s  in c re a s e  because o f  a re d u c t io n  in  PCE, th en  even 
r e s id e n t ia l  custom ers w i l l  beg in  buying and u s ing  s m a ll gas 
g e n e ra to rs  and g e n e ra tin g  t h e i r  own power. I f  th is  happens, 
th e  r u r a l  e l e c t r ic  u t i l i t i e s  which th e  s ta te  o f  A la s k a , th ro u g h  
g ra n t and lo an  program s, has spent m i l l io n s  o f  d o l la r s  to  b u i ld  
w i l l  be fo rc e d  to  c lo s e  t h e i r  d o o rs .

Reducing PCE to  com m ercial custom ers would a ls o  have a v e ry  d e tr im e n ta l  im pact on the s t a t e .  In  r u r a l  a re a s  where
t r a n s p o r ta t io n  and c o n s tru c tio n  co sts  a re  e x tre m e ly  h ig h , a f fo r d a b le
e l e c t r i c  power is  an e s s e n t ia l  in g r e d ie n t  f o r  th e  success o f  s m a ll
b u s in e s s e s . I t  is  because o f  th e  PCE program  which has made t h is
power a f fo r d a b le ,  th a t  sm all bus inesses have sprung up th ro u g h o u t
r u r a l  A lask a  in  re c e n t y e a rs . These com m ercial e n te r p r is e s  n o t
o n ly  p ro v id e  necessary  goods and s e rv ic e s , th e re b y  r a is in g  th e
s ta n d a rd  o f  l i v i n g  in  r u r a l  a re a s , but they a ls o  p ro v id e  y e a r-ro u n d
employment fo r  r u r a l  re s id e n ts , thus making them le s s  dependent
on s ta te  w e lfa re  and unemployment program s. The le g is la t u r e  has
w is e ly  a p p ro p r ia te d  s ta te  moneys in  the p a s t fo r  e d u c a t io n a l
program s, v o c a t io n a l t r a in in g ,  and s m a ll bus iness lo an s  in  o rd e r
to  f o s t e r  and d evelo p  p r iv a te  in d iv id u a l  i n i t i a t i v e ,  and make
r u r a l  A laskans more s e l f - s u f f i c i e n t .  However, lo w e rin g  PCE to
com m ercial custom ers w i l l  re v e rs e  t h is  p ro g ress  tow ard a h e a lth y
s ta te w id e  economy, by fo rc in g  many s m a ll b us inesses to  d is c o n t in u e
t h e i r  o p e ra t io n s .

Community f a c i l i t i e s  are  a ls o  needed to  d eve lo p  and 
s u s ta in  th e  grow th  o f  r u r a l  A la s k a . These f a c i l i t i e s  g r e a t ly  
enhance th e  s tan d a rd  o f l i v i n g ,  in  ways th a t  can h a rd ly  
im ag ined  o r m easured. For exam ple, in  a community such as E g e g ik , 
where the  m a jo r i ty  o f  re s id e n ts  do n o t have w e l ls ,  th e  opening  
o f  th e  community w a s h e te r la  (sch ed u led  f o r  1987) is  a n t ic ip a te d  
by re s id e n ts  in  a way th a t  o n ly  those who have done w ith o u t  
co u ld  p o s s ib ly  u n d ers ta n d . S im i la r ly ,  the  new ly c re a te d  community 
w a te r in g  p o in ts  (w e l ls )  w i l l  p ro v id e  nearby re s id e n ts  w ith  a s a fe  
d r in k in g  w a te r  s u p p ly , as an a l t e r n a t iv e  to  d r in k in g  p o s s ib ly  
co n tam in a ted  la k e  w a te r . In  a d d it io n ,  th e  i n s t a l l a t i o n  o f  
com m unity-w ide s t r e e t  l ig h t in g  in  O ctober 1985 has reduced  the  
crim e r a t e  in  Egegik by 90%. i f  a re d u c tio n  in  PCE causes th e  
community to  shut down the  w e ll pumps o r tu rn  th e  s t r e e t  l ig h t s  
o f f ,  th e  s t a t e  o f A laska w i l l  not have saved , in  th e  long ru n .

I



,

Representative Herrmann -5- March 25, 1987

I  am w e ll  aware ch at budget cu ts  must be made somewhere, 
and t h a t  everyone wants to  save h is  o r  h e r " p e t p ro gram ". But 
PCE is  more than  ju s t  a "p e t program " fo r  r u r a l  A la s k a . I t  
is  th e  l i f e  b lood o f  th e  bush. We a l l  know th a t  e l e c t r i c  power 
has become one o f the  b as ics  o f l i f e ,  a lo n g  w ith  food  and 
s h e l t e r .  So much so th a t  th e re  a re  a c t u a l ly  laws p r o h ib i t in g  
a u t i l i t y  from  d is c o n n e c tin g  a cu stom er, even fo r  non-paym ent, 
i f  th e re  a re  in v a l id s ,  e ld e r ly ,  o r s m a ll c h ild r e n  re s id in g  in  
th e  h o u seh o ld . In d eed , I  am su re  th a t  those Anchorage re s id e n ts  
who have recently ex p erien ced  numerous power outages have been 
made in c r e a s in g ly  aware o f th e  v a lu e  and n e c e s s ity  o f  e l e c t r i c  
pow er.

In  f a c t ,  e l e c t r ic  power is  so im p o rta n t to  urban  
A lask a  t h a t  m i l l io n s  o f s ta te  d o l la r s  have been spent ju s t  to  
stud y new ways o f b r in g in g  a f fo r d a b le  power to  A la s k a 's  c i t i e s .
By com parison , the amount spent on the  PCE program is  s m a ll, 
and any re d u c tio n s  in  th a t  amount w ould n o t o n ly  be d e v a s ta t in g , 
but e x tre m e ly  u n f a i r  to  r u r a l  A la s k a n s . The PCE program  is  
a lre a d y  o p e ra t in g  a t  the lo w es t le v e l  o f fu n d in g  p o s s ib le , 
in  o rd e r  to  do what i t  was designed  to  do, make e l e c t r i c  power 
a ffo rd a b L e  fo r  r u r a l  A laskan s .

I  would encourage you and your f e l lo w  r u r a l  le g is la t o r s  
to  v ig o ro u s ly  oppose HB 182 o r any o th e r  l e g is la t io n  w hich proposes  
to  c u t the  Power Cost E q u a liz a t io n  program .

Very t r u l y  y o u rs ,

Lee Leonard  
O w ner/G enera l Manager 
Egegik  L ig h t  & Power Company

SI
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K i n e f i c  E n e r g y  S y s t e m s
11221 Olive Lane I A ncho rage , A las' a 99515

(907) 344-2631

R e p re s e n ta t iv e  Dave D on ley  
A laska  House o f  R e p re s e n ta t iv e s  
Pouch V
Juneau , A laska  99811
D ear R e p re s e n ta t iv e  D o n ley :
I  u n d ers tan d  t h a t  House B i l l  182 w hich  d e a ls  w ith  changes to  th e  
Power Cost E q u a l iz a t io n  (PCE) program  has been r e fe r r e d  to  th e  
Labor and Commerce Com m ittee f o r  c o n s id e r a t io n .
As someone who works w ith  s m a ll v i l l a g e  e l e c t r i c  u t i l i t i e s  
th ro u g h o u t th e  s t a t e ,  I  am v e ry  concerned  ab o ut th e  f a t e  o f  th e s e  
s m a ll power com panies should  th e  PCE le v e l  d ro p  s u b s t a n t ia l ly .
T here  is  a ls o  a s tro n g  need to  p ro v id e  in c e n t iv e s  f o r  th e  
v i l l a g e s  to  o p e ra te  t h e i r  power system s as e f f i c i e n t l y  as 
p o s s ib le .  The PCE p ro gram , as c u r r e n t ly  s t r u c tu r e d ,  is  a c t u a l ly  
a d is in c e n t iv e  to  reduce o p e ra t in g  c o s ts  o r in d u ce  p r iv a t e  s e c to r  
in v e s tm e n ts . These s m a ll power com panies a ls o  must p re p a re  fo r  
th e  day (w h ich  may a lre a d y  have a r r iv e d )  when g ra n ts  f o r  c a p i t a l  
equipm ent im provem ents w i l l  no lo n g e r  be a v a i la b le .
I  b e l ie v e  th e  proposed co n cep t o u t l in e d  in  th e  e n c lo s u re  is  a 
s im p le  s te p  t h a t  h e lp s  m eet b o th  th e s e  needs w ith  m in im a l im pact 
on th e  e x is t in g  PCE program  and i t s  a d m in is t r a t iv e  p ro ced u res  and 
c o s ts .
Your re v ie w  o f  my p ro p o s a l w i l l  be most a p p r e c ia te d . Should you 
have any q u e s tio n s , p le a s e  f e e l  f r e e  to  c o n ta c t  me.

S in c e r e ly

C la r is s a  Q u in la n  
P re s id e n t

E n c lo su res

CONVENTIONAL AND ALTERNATIVE ENERGY SYSTEMS



P O W E R  C O S T  E Q U A L I Z A T I O N  P R O G R A M

P R O P O S E D  A M E N D M E N T

To prom ote en erg y  e f f ic ie n c y  m easures by p u b lic  e l e c t r i c  
u t i l i t i e s  p a v' : c i p a t i n g  in  th e  S ta te  o f  A la s k a 's  Power C ost 
E q u a l iz a t io n  . CE) program  th e re b y  r e s u l t in g  in  lo w e r o p e ra tin g  
o p e ra t in g  expenses and c o s t s a v in g s  to  th e  S ta te  o f A la s k a .

O b j e c t i v e :

B ackground:
As p r e s e n t ly  s t r u c tu r e d ,  th e  PCE program  p ro v id e s  no in c e n t iv e  
f o r  e l e c t r i c  u t i l i t i e s  to  im prove g e n e ra t io n  and e l e c t r i c a l  
d i s t r i b u t io n  e f f i c i e n c i e s .  As lo ng  as e x is t in g  o p e ra tin g  c o s ts  
a re  re a s o n a b le , th e y  a re  in c o rp o ra te d  in t o  PCE c a lc u la t io n s  by 
th e  A la s k a  P u b lic  U t i l i t i e s  Commission (APUC).
Eecause no in c e n t iv e  e x is ts  to  reduce o p e ra t in g  expenses, s m a ll 
e l e c t r i c  u t i l i t i e s  tend  to  r e t a in  th e  s ta tu s  quo as f a r  as 
im p ro v in g  o p e ra t in g  and m a in ten a n ce  (O&M) p ro ced u res  and 
e q u ip m en t.
A n o th er s e r io u s  e f f e c t  o f  th e  PCE program  is  to  l i m i t  p r iv a t e  
c a p i t a l  in v e s tm e n t in  power p ro d u c t io n  f a c i l i t i e s .  There  a re  two  
p r im a ry  reasons f o r  t h is :

o In  many in s ta n c e s  a la r g e  s h are  o f  a c tu a l  o p e ra t in g
expenses a re  p a id  by th e  S ta t e ,  n o t th e  consumer. The
econom ic f e a s i b i l i t y  o f  p r o je c ts  is  skewed because o f
th e  S ta te  s u b s id y .

o T h ere  a re  l i t t l e  o r  no b e n e f i t s  to  a u t i l i t y  i f
in c re a s e d  energy o r d i s t r i b u t i o n  e f f i c ie n c ie s  a re
a c h ie v e d . The r e s u l t in g  c o s t s a v in g s  mean lo w er PCE
paym ents from  th e  S ta te  w ith  no d i r e c t  b e n e f i t  to  th e  
u t i l i t y .



C o n ce p t/M e th o d o lo g y :

The p ro p o s a l p re s e n te d  below  does n e t address  th e  q u e s tio n  o f PCE 
fu n d in g  l e v e ls .  T h is  is s u e  is  b e s t  h an d led  by S ta te  le a d e rs  and 
p o l ic y  makers kn o w led g eab le  about b u d g e ta ry  and o th e r  
c o n s id e r a t io n s .
The g e n e ra l concept is  to  p ro v id e  a s im p le  mechanism so t h a t  th e  
u t i l i t y  and th e  S ta te  can e q u a l ly  sh are  in  s a v in g s  t h a t  r e s u l t  
from  th e  e l e c t r i c  u t i l i t y  o b ta in in g  im proved system  o p e ra tin g  
e f f i c i e n c i e s .
The s a v in g s  in c e n t iv e  w ould be in  e f f e c t  no le s s  th a n  f i v e  y e a rs  
d u r a t io n .  PCE " E f f ic e n c y  S a v in g s  Earned" must be d e d ic a te d  to  
c a p i t a l  im provem ents by each u t i l i t y .
The 'PCE " E f f ic ie n c y  S avings Earned" would be c a lc u la te d  as 
fo l lo w s :
(1 )  D e te rm in a tio n  o f  a h i s t o r i c a l  system  e f f i c ie n c y  le v e l  fo r  

each u t i l i t y .
The "base" e f f ic ie n c y  le v e l  w i l l  be c a lc u la te d  from  h i s t o r i c a l  
d a ta  a lre a d y  s u b m itte d  to  th e  APUC in  re q u ire d  an n u a l re p o rts  
(u n re g u la te d  u t i l i t i e s )  and o r t a r i f f  change re q u e s ts  ( re g u la te d  
u t i l i t i e s )  p re p a re d  by each e l e c t r i c  u t i l i t y .
T h is  base or h i s t o r i c a l  re fe re n c e  number w i l l  be expressed  in  
te rm s  o f  K w h /g a llo n ; t h a t  i s ,  th e  number o f  Kwh produced  from  
each g a l lo n  o f  f u e l  consumed d u r in g  th e  r e p o r t in g  p e r io d .
The c a lc u la t io n s  use e x is t in g  in fo rm a t io n  p ro v id e d  to  th e  APUC in  
th e  above re fe re n c e d  • r e p o r ts .  The fo l lo w in g  i l l u s t r a t e s  th e  
proposed  m ethodology th ru  use o f  a s m a ll u t i l i t y  exam ple:

D e te rm in a tio n  o f  H is t o r ic a l  E f f ic ie n c y  
U t i l i t y  A —  Annual R ep ort
T o ta l  Kwh Sold
--------------------------------------  = H i s t o r i c a l  K w h /G a llo n  E f f ic ie n c y
G a llo n s  F u e l Used

4 8 0 ,0 0 0  Kwh
------------------------  = 7  K w h /G a llo n  H i s t o r i c a l  E f f ic ie n c y
6 8 ,5 7 1  G a llo n s



(2) F u e l E f f ic ie n c y /C o s t  S av ings Above th e  H is t o r ic a l  R e fe ren ce  
L e v e l a re  C ost Shared by th e  S ta te  o f  A la s k a  and th e  
U t i l i t y .

M o n th ly  re p o r ts  a re  s u b m itte d  to  th e  A la s k a  Power A u th o r ity  (APA) 
as th e  b a s is  o f  each m o n th ly  PCE paym ent. R e fe re n c e  h ig h l ig h te d  
s e c tio n s  o f  A ttach m en t 1 .
M o n th ly , a s im p le  c a lc u la t io n  can be made by APA s t a f f  to  
d e te rm in e  th e  a c tu a l  system  e f f ic ie n c y  l e v e l  f o r  th e  month and 
th e  amount o f  shared  s a v in g s  ach ieved  by th e  u t i l i t y ,  i f  an y .
The numbers in  p a re n th e s is  re p re s e n t th e  ite m  number in  th e  
m on th ly  PCE re p o r t  (A tta c h m e n t 1) from  w h ich  th e  d a ta  is  d e r iv e d .

December " E f f ic ie n c y  S avings Earned" C a lc u la t io n
a .  M o n th ly  Kwh So ld  H is t o r ic a l

------------------------------- = M o n th ly  F u e l Used
H i s t o r i c a l  K w h /G a llo n  R e fe re n c e
4 0 ,0 0 0  Kwh Sold
------------------------------- = 5 ,7 1 4  g a llo n s
7 K w h /G a llo n  
( I te m  1 above)

b . H is t o r i c a l  Mo. F u e l x C u rre n t  P r ic e  = H is t o r ic a l  Mo.
Used R e fe re n c e  o f F u e l (N o . 4) F u e l V a lu e
5 ,7 1 4  g a llo n s  x $ 1 .4 0 /g a l lo n  = $ 7 ,9 9 9 .6 0
L ess:
T o t a l  M o n th ly  F u e l Expense = $ 6 ,5 8 7 .0 0
(N o. 4 x No. 7 = N o .)

T o ta l  In c re a s e d  E f f ic ie n c y  S avings $ 1 ,4 1 2 .6 0  
D iv id e d  By 2:

E q u a ls :
In c re a s e d  E f f ic ie n c y  E a rn in g s  $7 06 .30
by th e  U t i l i t y  in  December ========



Address

ALASKA PCWER AUTHORITY 

334 West 5th Avenue 
Ancnocage, Alaska 99501 

(907) 276-0001

POWER COST EQUALIZATION PROCRAH

Utility Name_

Certificate Number
/

Utility Telephone Number_

Number of Days in Billing Period (ended) /

This column to 
be completed by 

Submitting 
Utility______

Alaska Power Au- 
thcritv Use Onlv

I. Costs

1. Present Power Cost Equalization Rate 
(jf/KViH) Approved by Commission

2. Date of Approval
3. Price of Fuel Used by Commission in 

Determining Power Cost Equalization
4. Current Price of Fuel
5. Total Monthly KWH Generated
6. Total Monthly KWH Sold
7. Total Monthly Fuel (Gallons)

Consumed
8. Total Monthly Fuel Expense
9. Total Monthly Operating Expense 

(less fuel)

XI. Customers/Facilities/)

1. Total Number of Utility Customers 
(excluding Community Facilities)

2. Total Number of Community 
Facilities/1

3. Community Population/4
4. Date Population Certified by CCRA

III. KWH's Sold

1. Total KWH eligible for assistance 
sold to Utility Customers/^ 
(excluding Community FacilTties)

2. Total KKH eligible for assistance 
sold to Community Facilities/3/4

3. Total eligible KWH Sold to All 
Customers and Community facilities 
during Billing Period

a t .  o  /kwh

S  /gal
$ / .  / o a l

$ 7 o &-£AlbNS

VENDOR r_____
VERIFIED: 

PROJECT >*SR:

ACCOUNTING:

APPROVED FOR PAY­

MENT:
APPROVING OFF:

A/Cj

PAYMENT: MLT

IV. Cer tification/4

g ’̂ T. X /g.oi-  -  ^
r- - 70 6-. 3  0E r f f r a  ,<Psscy-fc'T£‘* / 'v £ - i &-----------------

I hereby certify that the information submitted to the £ ( ? /

Alaska Power Authority in support of (name of utility)
_____________________________________ ‘s participation in t h e __________________
Power Cost Assistance Program is true and correct to (Date)
the oest of my knowledge.

(Certifying Officer)

/I "Community Facility" means a water end sewer facility, public outdoor lighting, 
~  charitable educational facility, or community building whose operations are Not 

paid for by the State, Federal Government, or private commercial interest.

/2 Actual consumption of not more than 750 kilowatt-hours per month sold to each 

customer.

/3 Calculated in the aggregate for each community served by the electric utility,
~  for actual consumption of not mote than 70 kilowatt-hours per month for each 

resident of the community.

/i If more than 1 cccnnunity is served by a utility, a total system reoort must be 
submitted in addition to a monthly recoct for each community.



ONSITEENERGY
P.O. Box9217

8 3 8SW. 1st, Suite 520  
Portland, Oregon 97204 
Telephone (503)243-3033 

FAX243-468!
F e b r u a r y  1 6 ,  1 9 8 7

MEMORANDUM

SUBJECT

FROM
FOR

THE POWER COS! (STATE OF
ALASKA)

ANGUS DUNCAN 
ONSITE ENERGY

INTERESTED PAP

The S ta te  o f  A la s k a 's  Power C ost E q u a l iz a t io n  (PCE) p ro gram  has 
a c co m p lish ed  much o f  v a lu e  f o r  th e  bush co m m u n ities  t h a t  a re  i t s  
c h ie f  b e n e f ic ia r ie s .  M ost im p o r ta n t ly ,  i t  has made made e l e c t r i c  
pow er a f f o r d a b le  and t h e r e f o r e  a v a i l a b le ,  w here o th e rw is e  th e  
e x tre m e ly  h ig h  c o s ts  o f  s m a ll  d ie s e l-b a s e d  system s w o u ld  have  
p r o h ib i te d  t h e i r  u s e . In  t h i s  r e s p e c t ,  th e  PCE has s e rv e d  A la s k a  
as th e  REA program s b ro u g h t pow er t o  th e  r u r a l  U n ite d  S ta te s  
e a r l i e r  t h i s  c e n tu r y .

The Problem
A t th e  same t im e , th e  PCE has had u n in te n d e d , and n e g a t iv e ,  
consequences.

o I t  has en co urag ed  and p e rp e tu a te d  c o s t ly  i n e f f i c i e n c i e s
i n  th e  c h o ic e  and o p e r a t io n  o f  pow er sy s te m s , s in c e  
t h e r e  i s  no com m unity in c e n t iv e  t o  manage c o s ts  th ro u g h  
e f f i c i e n c y .  W ith  th e  S ta te  p ic k in g  up c o s ts  i n  excess  
o f  a s p e c i f ie d  s u p p o rt  l e v e l ,  th e  p r ic e  s ig n a l  to  
co n serv e  o r  u p g rad e  system s is  e l im in a te d .

o I t  has d is c o u ra g e d  p r iv a t e  in v e s tm e n t in  bush com m unity
e l e c t r i f i c a t i o n ,  s in c e  th e  p r im a ry  cu stom ers  —  th e  
co m m u n ities  —  h ave  no in c e n t iv e  t o  im p ro ve  t h e i r  
system s. ( I n  o th e r  p a r ts  o f  th e  U n ite d  S t a t e s ,  
n o n - u t i l i t y  t h i r d - p a r t y  "e n e rg y  s e r v ic e s  com panies" have 
emerged to  p ro v id e  new te c h n o lo g y  and lo w e r c o s t  power 
t o  a v a r i e t y  o f  c u s to m e rs .)

o I t  has c o s t  th e  S t a t e  o f  A la s k a  d o l l a r s  t h a t  m ig h t have
been b e t t e r  s p e n t e ls e w h e re ; p erh ap s  a c c e p ta b le  in  t im e s  
o f  S ta te  b u d g e t s u rp lu s e s , b u t n o t now.



ONSITEENERGY
The A la s k a  Power A u t h o r i ty  (APA) program  o f  lo a n s  and g ra n ts  
s h a re s  w ith  th e  PCE many o f  th e s e  same a t t r i b u t e s  and d ra w b a c k s . 
Even in  th e  m id s t o f  1 9 8 7 's  S t a t e  bud g et c r i s i s ,  and w ith  th e  new 
G o vern o r c a l l i n g  f o r  g r e a t e r  p r iv a t e  in v e s tm e n t in  A la s k a 's  
economy and i n f r a s t r u c t u r e ,  th e  APA is  s u b s id iz in g  a com m unity 
( th e  C i t y  o f  G a len a ) t h a t  i s  d i r e c t l y  co m petin g  f o r  new lo a d  ( th e  
G alen a  A i r  F o rc e  Base) when p r iv a t e  f in a n c in g  is  a v a i l a b le  f o r  
th e  jo b .  The e f f e c t  i s  to  use s c a rc e  S ta te  b u d g et re s o u rc e s , n o t 
as le v e ra g e  t o  b r in g  new c a p i t a l  in t o  A la s k a , b u t as a 
d is in c e n t iv e  to  e x a c t ly  th e  k in d  o f  p r iv a t e  in v e s tm e n t th e  
G o vern o r has c a l le d  f o r .

S o lu t io n s
Any change in  th e s e  program s needs to  re c o g n iz e  and to  a f f i r m  
t h e i r  p r i n c i p a l  o b je c t iv e ;  m anageab le pow er c o s ts  and th e  
e x te n s io n  o f  power system s in t o  th e  bush co m m u n itie s . A t th e  
same t im e , i t  sh o u ld  r e s u l t  in  lo w e r  c o s ts  to  th e  S t a t e ,  im proved  
e f f i c i e n c i e s  in  power system  d e s ig n  and o p e r a t io n s ,  a r e l i a b l e  
p r ic e  s ig n a l  to  u s e rs , and e c o n o m ic a lly -s o u n d  in c e n t iv e s  t o  
le v e ra g e  new p r iv a t e  c a p i t a l  in t o  th e  p ro c e s s .

1 . O f f e r  S ta te /C o m m u n ity  "S h ared  S a v in a s " ; The S ta te
sh o u ld  a g re e  t h a t  any im provem ents in  pow er system  
e f f i c i e n c i e s  and lo w e r c o s ts  w ould  r e s u l t  in  o n ly  a 50%
re d u c t io n  in  PCE p aym en ts . The com m unity w ou ld  r e a l i z e  
th e  o th e r  50% in  lo w e r pow er c o s ts , down t o  th e  l e v e l  o f  
PCE s u p p o rt ( a f t e r  w h ich  th e  com m unity w ould  see th e  
f u l l  b e n e f i t ) . T h is  w ou ld  p ro v id e  in c e n t iv e s  to  
co m m u n ities  t o  upg rad e t h e i r  pow er system s, w h i le  
d i r e c t l y  s a v in g  S ta te  fu n d s .

2 . P ro v id e  S ta te  G u a ra n te e s  o f  Power S a le s  C o n t r a c ts : A t
th e  same t im e , th e  S t a t e  sh o u ld  a g re e  to  g u a ra n te e  
" ta k e -o r -p a y "  pow er s a le s  c o n tr a c ts  b etw een  co m m u n ities  
and t h i r d - p a r t y  en erg y  s e r v ic e s  com panies p r o v id in g  
h i g h e r - e f f i c ie n c y ,  lo w e r -c o s t  pow er. T h is  w ou ld  p ro v id e  
th e  in c e n t iv e  and th e  means t o  le v e ra g e  in t o  th e  S ta te  
th e  p r iv a t e  c a p i t a l  needed f o r  th e  u p g ra d e s , r a t h e r  th an  
p u t t in g  t h i s  c a p i t a l  demand on th e  S t a t e .  The a c tu a l  
c o s ts  to  th e  S ta te  (fro m  com m unity d e f a u l t s  on 
c o n tr a c ts )  sh o u ld  be m in im a l, and more th a n  o f f s e t  from  
th e  PCE and o th e r  p rogram  s a v in g s .
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3 . P u t APA L o a n /G ra n t Program s on a M a tc h in g  B a s is :

R e q u ire  p r i v a t e  in v e s tm e n t in  new pow er system s o r 
u p g rad es  on a m a tc h in g  b a s is ,  as f u r t h e r  le v e r a g e .  A t 
th e  same t im e ,  do n o t p e rm it  th e  APA t o  p ro v id e  funds in  
c o m p e tit io n  w it h  p r iv a t e  in v e s tm e n t when th e  l a t t e r  is  
a v a i la b le .

O th e r m easures can no d o u b t be th o u g h t o f  t o  im prove t h i s  
ap p ro a ch , and sh o u ld  be en co u rag ed . But th e s e  th r e e  s te p s  w ould  
seem to  be a d v is a b le ,  a b le  to  be im plem ented  q u ic k ly ,  and  
p o l i t i c a l l y  p o s s ib le .
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Dramatic changes have occurred in world e nergy markets in the 

last nine months,, changes that will have far-reaching consequences 

for energy policy in Alaska. The precipitous drop in the world 

price of oil has iharply reduced the discretion of the state to fund 

energy-related projects. It has shifted the immediate prospects for 

the economic viability of private energy projects. Most importantly, 

it has altered the perceptions of experts as to the long-term 

evolution of supply and demand for petroleum, and with it the price 

of oil, the single-most important variable w h i c h  has been driving 

energy policy m aking in Alaska.

The possibility of a sudden fall in the price of oil was totally 

ignored in the formulation of energy policy in Alaska. Decisions 

have been made on the basis of an ever increasing price of oil, an 

assumption which makes Alaska energy more attractive, valuable, and 

expensive with the passage of time. The sudden and complete negation 

of the validity of that assumption in a few short months has left 

people reeling. Man y  people see neither the immediate implications 

of this change nor the longer-term implications for state energy 

policy. This change is so basic, however, that it is necessary to 

completely rethink what Alaska energy policy can and should be in a 

world where oil is just another commodity, rather than a magic 

liquid with a forever increasing price.
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The purpose of this working paper is to begin to lay out some of 

the implications of lower oil prices for Alaska energy p olicy and to 

analyze the energy policy of the state in light of these develop­

ments. Fr o m  this m a y  emerge the information to begin a dialogue on 

what the new directions of energy policy for Alaska should be.

OIL HARKETS IN THE NEXT DECADE

We can no longer expect the price of oil to continue to grow at

or in excess of the rate of general inflation from a mid-1980s level

of about $30 a barrel. Petroleum is a commodity subject to the laws 

of supply and demand. Whew its price increases, new sources of

supply will enter the market, and demand will be reduced as

consumers switch to cheaper alternatives. Petroleum is unusual only 

in the long period of time associated w i t h  the adjustment of both 

supply and demand to higher price. On the supply side, when the 

price of oil goes up, the incentive to produce oil increases, first 

from existing capacity, but also from additions to capacity, It is 

these capacity additions which take time to enter current supply, 

for example, in the case of the North Slope of Alaska, anywhere from 

five to ten years. At the same time, an incentive is created to 

substitute energy from other sources for energy from oil. On the 

demand side, the consumption of p e t r o l e u m  is largely don^ in

conjunction with a stock of investment capital— cars, furnaces, 

engines. An increase in the price of oil will induce consumers to 

use less oil, but they will do so largely through the purc h a s e  of 

more energy-efficient capital equipment when the existing equipment 

wears out.
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The result is that m a r k e t  adjustments to petroleum price changes 

take m a n y  years to reach a n e w  equilibrium. This final equilibrium 

will be at a lower price and greater supply than initially 

anticipated. The period since the increase in the price of oil in 

1979 is a good example of this adjustment process. Consumption 

growth has been curtailed, and supply" growth has accelerated in 

response to the price increase. Some members of OPEC have decided 

that the price was too h i g h  to allow them to maintain their market 

share. Consequently, one interpretation of recent events within 

OPEC is that it represents a calculated attempt to set the price at 

a level which will reduce not only conventional sources of oil 

outside of OPEC but also the incentive to invest in n e w  supply and 

alternative energy sources and the incentive to pursue conservation.

Using this rationale, the OPEC ideal price for oil is one that 

maximizes the revenues they will receive over the long run— n ot so 

h i g h  that it induces either serious alternative resource 

developments or excessive conservation and not so low that they are 

giving the oil away as a cheap substitute for coal. It appears n o w  

that a price of $30 rising in real terms over time would be high 

enough to induce those adjustments, and consequently there is at 

least one economic, as opposed to political, reason for OPEC to 

adopt a strategy which keeps prices within the range of $12 to $20 

in real 1985 dollars over the next ten years.
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THE CURRENT SITUATION 

For the past nine months, all attention has been riveted on the 

current oil price situation. The obvious reason is that before the 

price of oil began to tumble, about 85 percent of state and a large 

proportion of local government revenues in A l a s k a  were derived, from 

oil and gas taxes and royalties. In addition, the petroleum 

industry is an important private employer in the state and generates 

large demands on other sactors of the economy, primarily 

construction, transportation, and wholesale trade and business 

services. The fall in the oil price contributed an additional bl o w  

to an economy that was already "soft," coming off the investment 

b o o m  of the early 1980s. For state energy policy, the immediate 

concern was the continued ability of state government to fund energy 

projects such as Susitna and the power cost equalization program.

The lower oil price means less public mo n e y  and less private 

mo n e y  for the p e t r o l e u m  industry and for other energy industries 

dependent up o n  oil prices, such as coal and natural gas. This 

translates into a reduction in the rate of growth of the economy and 

wi t h  it, the demand for energy in the state. The slowdown in the 

economy also means that growth in personal income and business 

income will slow. Households and businesses will increasingly look 

for ways to cut costs, and one way will be to conserve on their use 

of energy.
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The most obvious implications for state energy policy of oil 

prices in the $12 to $20 range for the next ten years are as follows:

• The amount of public m o n e y  available to subsidize energy 

projects and programs will decline sharply.

« Energy demand g rowth will be muc h  slower than it has 

been historically b e c a u s e  of slower economic growth, 

reducing the need for large-scale projects to meet the 

d e m a n d .

• Market forces will resurface as the most important 

factor in the allocation and consumption of energy in 

the state.

• The need to subsidize energy programs and projects will 

decline as the real price of energy goes down relative 

to other goods and services and income.

• The viability of development of A laska energy resources 

for export will be reduced.

• Energy conservation will continue to be an important 

method for reducing the cost of living and the cost of 

doing business in the state.

R E V I E W  OF CURRENT POLICY

The objective of energy policy is to provide energy at the 

lowest possible cost while ensuring that all citizens have access to 

at least minimum amounts of energy. Because of the vast amounts of 

mo n e y  available to state government in recent years, however, cost 

never was the primary consideration in policy decisions. Income
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redistribution and employment generation became the primary, though 

unstated, criteria for policy formulation. The primary objective 

was to spend money to create j o b s  and to provide income to 

individuals using energy programs as the vehicle. The result was a 

m ish-m'sh of programs and projects w h i c h  have been generally costly 

and contradictory, or at best p o o r l y  ‘designed to serve their 

purpose. We have spent literally h u n d r e d s  of millions of dollars 

for programs which have produced a legacy of expensive excess 

capacity and energy prices which d i s tort household and business 

e nergy production and consumption decisions.

Three examples will demonstate this: Several hundred million

dollars of state funds were used to subsidize the construction of 

hydroelectric projects in Southeast and SouChcentral Alaska. The

pr i m a r y  benefit of this expenditure was the creation of a large 

number of construction jobs. The p o w e r  provided by the dams is

priced low because the subsidy has pa i d  mos t  of the cost, but the

real cost of power from these dams is very hi g h  because so much 

m o n e y  was spent on the dams. In addition, they have resulted in 

considerable excess and unused capacity. These dams have been a 

success only in the sense that their construction created a lot of

jobs. The same amount, of power that is consumed in those systems

today could have been purchased at m u c h  lower cost to the state and

its citizens. If consumers had to pay the full cost of generation of

electricity from those dams rather than a rate subsidized by the

state, the rates would be as high as in man y  parts of the Bush.

6



A t  the same time that the state was subsidizing the construction 

of h i g h - c o s t  hydropower in the Southeast and Southcentral, it has 

b e e n  giving consumers in rural Alaska m o n e y  through the power-cost 

e q u a l i z a t i o n  program to consume h i g h - c o s t  electricity. Like the 

c o n s t r u c t i o n  of hydropower, the apparent p u r p o s e  of this p r o gram is 

to h e l p  consumers to pay the least p r i c e  possible for their 

el e c t icity. The result is that the cost o f  electricity n o w  appears 

to b e  low to consumers, and they use a lot of it. There is no 

i n c e n t i v e  for consumers to conserve o n  the consumption of a 

c o m m o d i t y  that is costly. This puts a d d i t i o n a l  demand on generating 

capacity, and n e w  capacity is added to the system. Since the 

g o v e r n m e n t  rather than the consumer is p i c k i n g  up most of the cost, 

h o w e v e r ,  there is little or no incentive f o r  the utility to get the 

c h e a p e s t  or mos t  efficient generating ufTit. Investments in 

c o n s e r v a t i o n  which should be made are n o t  made, and investments in 

a d d i t i o n a l  capacity which should not be m a d e  are made.

T h e  third' policy is the energy a u d i t  program. Under this

progr a m ,  households and businesses could hav e  an audit of their 

e n e r g y  consumption patterns performed, w h i c h  included an analysis of 

s a v i n g s  from both the installation of different energy-saving 

d e v i c e s  and the institution of various conservation practices. 

Grants were available for the purchase o f  equipment and supplies

w h i c h  could be shown to be cost efficient. This p r o g r a m  was

d e s i g n e d  to produce rational energy-use d e c i s i o n s  by being targeted 

toward purchases which would make e n e r g y  consumption more
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efficient. Its shortcoming wac that it w as poorly administered, 

and, li k e  hydroelectric construction and p o w e r  cost equalization, it 

was p r i m a r i l y  viewed as a combination j o b - p r o d u c i n g  and income- 

transfer program. The jobs produced were for a cadre of auditors 

who, b e c a u s e  they were paid on a p i e c e w o r k  basis, had every 

incentive to complete the audits as rapidly as possible. Clever

auditors h eaded for the condos, where there were man y  identical 

units a n d  an audit of a single unit could serve for the whole

development. The income transfers were the grants for storm 

windows, insulation, etc. We conclude that these were the real 

objectives of the program based on the fact th a t  there was never any 

attempt to monitor the success of the program in terms of h o w  much

energy w a s  actually saved. No one seemed interested in whether the

program w a s  cost effective. The question of h o w  much it was costing 

the g o v e r n m e n t  to save on energy in this m a n n e r  was never asked for 

this program.

Of course, it would have been extremely d i f f i c u l t  to answer that 

question because this and other programs p r i m a r i l y  designed to 

conserve e nergy were operating at exactly cross purposes with those 

policies w h i c h  subsidized the consumption of energy. One agency of 

government was paving consumers, either d i r e c t l y  or indirectly, to 

use more energy, while another was paying c o nsumers to buy energy- 

reducing equipment. Pity the poor analyst asked to measure the 

effectiveness of policy in this environment.
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THE LEGACY OF BAD POLICY 

The problem wi t h  these policies has n ot been that they resulted 

in the creation of construction jobs or that they provided increases 

in income to construction workers, auditors, and households in rural 

parts of the state. These may be valid ways to spend public, mo n e y  

if there is mo n e y  left over after necessities such as education and 

public safety have been funded. T h e  p r o b l e m  is that by furthering 

these objectives under the guise of an efficient energy p o licy 

(delivering the jobs and the income through programs that subsidized 

the uses of energy), not only were job creation and income transfers 

provided inefficiently but also, as a consequence, we n ow have an 

inefficient stock of energy-using capital and disto-. ted consumer 

b ehavior with regard to energy consumption. We could have simul-
«

taneously done a better job of creating jobs and transferring 

income, while at the same time creating a legacy of more efficient 

capital stock to meet future energy needs based upon the real cost 

of energy.

It is important to recognize a significant difference in the 

impact of the two energy programs for subsidizing consumption— the 

subsidization of large capital-intensive projects and the 

subsidization of consumption in rural Alaska. This relates to the 

ability of the state to continue subsidizing these programs when 

revenues drop. The large capital projects are in place and have 

been paid for. They are relatively cheap to operate and, although 

costly to construct, the rates based on operating costs are low.



The cost of having resource misallocation in this case has already 

been paid. (For the state as a whole, the ccntinuing cost is that 

there is now less money in the state treasury for paying for 

necessities in there leaner economic times.)

In contrast, the subsidized rates in' the bush, however, are a

continuing obligation of the state. If and when the subsidization 

is discontinued, these consumers will face electricity ~ates which

reflect the full cost of power generation. This full cost n o w  

includes the cost of the expanded generating capacity, wh i c h  has 

been added to meet the subsidized demand. At higher rates which 

include the full cost of generation, demand will drop significantly. 

This will require further rate increases to cover costs, eventually

to a level higher than they would have been if" the subsidy h ad never

b een in effect. In addition, consumers n o w  have a stock of 

electricity-using capital, which is not as efficient as it should 

be. Again, the artificially low price gave those consumers the 

wrong signal about what things they should have been buying. In the 

worst cases, people will have switched from traditional methods of 

space heating to electricity because of the subsidy. Such capital 

investments will be very expensive indeed when the price of 

electricity again reflects its real cost.

The individuals making these choices should not be blamed for 

making bad decisions. Rather, it is the fault of the state's energy 

policy for providing the incorrect incentives for consumers and
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businesses. This is a perfect example of h o w  the availability of a 

lot of public mo n e y  has reduced the efficiency of the economy by 

allowing the governmei . to temporarily change the price structure in 

such a w a y  as to channel investments and consumption into irrational 

ways. Consequently, the government has an obligation not to

terminate this p r o gram abruptly, leaving the affected communities 

w i t h  the dual b urden of inefficient electric-generating facilities 

to pay off through high rates as well as an inefficient private 

capital stock.

N EW ENERGY POLICY

If $15 to $20 a barrel is a reasonable prognosis for the future 

of the price of oil and this slows the growth of the Alaska economy, 

the general outlines of a n e w  energy p olicy emerge. This policy is 

less ambitious than past efforts for the simple reason that there 

will be less m o n e y  to devote to the problem. It is more rational 

because it is a p o l i c y  divorced from the objectives of job creatior 

and income distribution. It is also more efficient because it places 

the primary responsibility on the energy industry and the private 

sector to make energy production and consumption choices based upon 

market-determined prices.

1. Market R e l i a n c e . The market should allocate energy because 

it can do it most cost effectively. M arket prices, in general, 

reflect the real cost of producing and consuming different types of
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energy, and decisions should be ma d e  on the basis of the real

costs. We should buy and consume the lowest-cost energy.

2. Minimize Market F a i l u r e s . The v'xisting institutions do not 

always operate in. such a way as to allow the signals of the market 

to reach consumers. There are a n u m b e r - o f  reasons for this: first, 

various types of production or consumption m a y  produce side effects 

such as acid rain or excess smoke, w h i c h  have costs that are not 

included in the price because these costs are not paid by the 

producer or consumer. The costs are borne b y  some third party who 

is not part of the transaction. For redressing many of these 

imbalances, the federal gr /ernment is the proper level for 

government involvement. There are others which require state, or

local, intervention. Policy should concern itself with the need for 

as well as the form of that intervention.

Second, it m a y  be cheaper for a natural monopoly to produce, 

transmit, or distribute energy. If it is in the public interest to

have only one firm in a market, that firm mus t  be regulated. Policy

questions center on the nature and extent of that regulation.

Third, the utilities and the energy-producing companies may have 

objectives which do not coincide wi t h  the objectives of individual 

energy consumers. In addition, these institutions may have a 

competitive advantage, established by law rather than by the 

realities of the marketplace, which prevent free competition among 

alternatives.
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For example, the objective of a u t i l i t y  is to provide energy to 

the consumer at the lowest possible cost consistent with safety and 

reliability considerations. In reality, the success of a utility is 

often measured by the absence of rate increases. However, for the 

consumer, the lowest possible energy cost need not be consistent 

wi t h  the lowest possible rate for u t i l i ty-provided power.

Consider a hypothetical electricity conservation device which 

could be installed at nominal cost in a house and reduce utility 

electricity demand by 50 percent. Mos t  households would be 

interested in such a device because it would reduce their need for 

ut i lity power. The u t i lity would not be interested in such' a 

device, however, because if a household installed one, demand and 

wit h  it revenues would fall, and rates would "need to rise to cover 

fixed costs of plant and equipment. This rate increase, of course, 

would n ot bother the consumer with the conservation device whose 

total bill for energy services is still lower than before, even wit h  

a h i g h e r  rate for energy from the utility. Government m a y  hav e  a 

role in the stimulation of conservation in this case and in 

adjusting the "rules of the game" of the market p l a c e  in general.

Finally, m arket information is not always available to all 

c^ 'ers and producers because the collection of information 

involves a cost. It may be cheaper for government to collect and 

disseminate information about options and costs of alternatives.
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3. S ingle O b j e c t i v e . Energy subsidies should not be used as a 

means to redistribute income or to create jobs. Rather, if there 

are households or regions which are deserving of assistance because 

the cost of energy is high and incomes are low, a direct income 

subsidy is mor e  appropriate than the subsidization of energy. The 

subsidization of energy promotes excess u se and waste while a direct 

monetary transfer, since it can be used on any good or service, does 

not distort the use of energy. Since it m a y  be difficult politically 

to separate these criteria, a compromise policy might be the 

subsidization of a lifeline level of energy consuumption in very 

targeted instances.

4. Sensitivity to Legacy of Problems from Old Energy P o l i c y . 

The distortions created b y  past decisions should be phased out in a 

way which minimizes the adverse impacts of the transition. There are 

households and businesses that will need to adjust their consumption 

patterns. The past misallocations must be recognized, and government 

must also recognize the good faith adjustments that consumers have 

made on the basis of those policies. For example, the power cost 

assistance p r o gram phase-out should be done ir such a way as to 

minimize the impact on electricity rates. One possibility would be 

through a grant to the .impacted utilities to pay off the cost of the 

generating equipment newly put in place during the years of subsidy.

5. Large Projects U n n e c e s s a r y . The requirement to construct 

large projects today in anticipation of increases in demand for



energy or in anticipation of the exhaustion of existing sources of 

energy is no longer valid. Demand growth uncertainty will continue 

in Alaska, impacted both b y  the changed prospects for the growth of 

the economy and by the increased availability and incentive to use 

energy-saving devices. Alternative supply sources for electricity 

can be examined at a mor e  leisurely pace if. the growth of demand is 

slower, as existing supplies will last for a longer time. Decisions 

on n ew capacity can be postponed, allowing time for the development 

of new techniques for generating power in new, different, and more 

efficient ways. When expansion does become necessary, n e w  capacity 

should be the most cost effective over the life of the facility, 

assuming both reasonable energy prices and energy demand.
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R u r a l  A l a s k a  

C o m m u n i t y  A c t i o n  P r o g r a m ,  I n c .

January 20, 1987
Representative Kay Brown 
Alaska State House 
Pouch V M ail Stop 3100 
Juneau AK 99811
Dear Representative Brown :
I  am forwarding to  you several recent actions o f the RurAL CAP Board o f 
Directors regarding ru ra l energy issues. Though these concerns and 
ideas have the most impact on ru ra l people, in  these d i f f ic u l t  times in  our 
s ta te , a l l  issues th a t have budgetary im plications are statewide issues.
Thus we have sent th is  information to a l l  o f your fe llow  le g is la to rs .
This year w i l l  be a d i f f ic u l t  year fo r you. Many issues demand atten tio n  
and fin a n c ia l support. I t  'w ill not be an easy task to  decide which plans 
and programs w i l l  receive support and which must be set aside. These 
thoughts re la te  to  energy and I  t ru s t th a t you understand how much energy 
costs impact the liv e s  o f ru ra l people, especially  low income ru ra l people.
Happily, the ideas and concerns presented here are ones which w i l l  save the 
State money, ra ther than increase our fin a n c ia l d if f ic u l t ie s .
I  hope th a t you or one o f your aider, w i l l  have time to  consider the enclosed 
information thoroughly. However, hare is  a very b r ie f  surrmary o f  what is  
enclosed:
1. Power Cost Equalization. Resolution #86-28. RurAL CAP strongly 
supports the in te n t o f the Power Cost Equalization program. Rural people 
need help w ith high energy costs. Rural areas deserve th e ir  f a i r  share o f 
the large amounts o f money spent by the State to  meet the energy needs o f 
Alaskans.
However, RurAL CAP continues to believe th a t the best form o f assistance 
that the State can provide is  assistance which reduces the amount o f o i l  
needed fo r heating and lig h tin g  ra ther than a r t i f i c ia l l y  reducing the 
cost o f the e le c tr ic ity  and heating o i l  used.
Granted, subsidy programs reach many households simultaneously, but they 
also make them dependent and vulnerable to economic and p o l i t ic a l  changes 
th a t can quickly reduce or elim inate the subsidy. Subsidies provide r e l ie f  
but o ffe r  no re a l solution to  the problem.
A lte rn a tive  technologies should be explored but we believe th a t the best 
irrmediate and workable approach is  to  improve e ffic ie n c y . This can be 
done on the power production and energy d e livery  side and on the end use 
side. The enclosed paper presents one idea which we th ink deserves 
consideration. Something l ik e  i t  should be a part o f any proposal.
In  b r ie f  we propose: Reduce o vera ll heating and lig h tin g  consumption w ith
more e f f ic ie n t  build ings, heating systems, lig h tin g  systems, and 
appliances. THEN, elim inate or reduce the power subsidy.

r
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There is  a great deal o f skepticism in  Alaska about energy conservation. 
However, our experience continues to  v e r ify  our contention th a t improving 
e ffic ien c y  does reduce consumption and energy costs in  ru ra l Alaska. I t  is  
not a simple issue, we know. But e f f ic ie n t  supply and use o f  energy in  
ru ra l Alaska is  c le a r ly  the d irec tio n  the State must rrove.
2. Exxon and Other O il Overcharge R estitu tion  Funds Resolution #86-29.
RurAL CAP has been p artic ip a tin g  in  a c o a lit io n  of several groups th a t are 
concerned about the way in  which o i l  overcharge monies are d is tribu ted  in  
Alaska. This group advocates creating an advisory group which would 
evaluate proposals fo r using these funds and make recarmendations to the 
designated agency. Decisions about the funds would be based on each 
proposal's m erit in  accordance with several c r ite r ia .  We support th is  
concept and the c r it e r ia  proposed by the c o a lit io n .
3. Weatherization Resolutions #86-30 and #86-38. This program has served 
many low incare people and helped Improve the q u a lity  o f th e ir  housing as 
w ell as reduce th e ir  energy costs. Many more households are e lig ib le  fo r 
th is  program. I t  deserves serious consideration fo r State funding.
Last year the le g is la tu re  choose to v ir tu a lly  elim inate S tate  revenue as 
funding and used Exxon overcharge funds to  pay fo r  th is  program. 
Unfortunately, Exxon money must be used in  accordance w ith  very re s tr ic t iv e  
federal Department o f Energy guidelines. As a re s u lt , th is  year's  program 
is  fa r  less e ffe c tiv e  than previous years.
Next year the leg is la tu re  should consider using a d iffe re n t mix o f do llars  
to  ensure adequate and fle x ib le  funding fo r the weatherization program.
4. An Energy Conservation Revolving Loan Fund. Resolution #86-31. Energy 
conservation w i l l  pay fo r  i t s e l f  in  ru ra l Alaska. One hurdle fo r many ru ra l 
people is  ava ilab le  c a p ita l to  buy energy saving devices.
Previous State loan programs have not met ru ra l needs. These programs were 
designed for cash oriented ccmmunities not subsistence oriented ccnmunities 
with undeveloped cash and c re d it  mechanisms. Loans to  ru ra l residences 
would produce very s ig n ific a n t energy savings. True, there would probably 
be a high d e fa u lt ra te . Nonetheless, the State could leverage a great deal 
o f energy savings and b en efit fo r i t s  ru ra l residents w ith  a properly 
designed loan program.
Thank you fo r  considering these ideas. Please contact us i f  you have 
questions or would l ik e  to  discuss them fu rth e r.

Energy Program D irector 
Enclosures

I



CRUDE OIL O V E R C H A R G E  REFU N D S

S u b m i t t e d  to:

STATE L E G I S LA T I V E  R E P R E S E N T A T I V E S  CF TH E  R A I L B E L T  R E G I O N

and
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STATE OF A L A S K A
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E X E C U T I V E  S U M M A R Y

The s ignatories urge the l e g i s l at o r s  to e s t a b l i s h  a process for e v a l u a t i o n  of

energy programs that are p r o po s e d  for rank i n g  and s u b s e q u e n t  funding from oil

over c h a rg e  allo c a ti o n s .

The four actions req ue s t e d  are: -

1. A p p r o p r i a te  all the oil o v e r c h a r g e  funds to a single lead agency.

2. Direct the lead ag e n c y  to set up an a d v i s o r y  c o m m i t t e e  to ev a l u a t e  projects

for funding.

3. Direct the lead a g e n c y  to h ave en e r g y  p r o j e c t  r a n k i n g  based on' five c r i­

teria. Th es e  c r i t e r i a  are s u p p o r t e d  by a b r o a d  b a s e d  c o a l i t i o n  of urban,

rural and pu b l i c  i n t erest groups.

4. Direct the lead a g e n c y  to p r o v i d e  oil o v e r c h a r g e  funds to e n e r g y  projects 

a c c o r d i n g  to the rank i ng  as e s t a b l i s h e d  by the a d v i s o r y  c ommittee.
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Oil O v e r c h a r g e  Funds

On J a n u a r y  26, 1986, the U.S. Supreme Court ruled that the E x x o n  C o r p o r a t i o n  

w o u l d  pay over $2 b i l l i o n  in refunds and interest for oil over c h a r ge s .

These oil o v e r c h a r g e s  were for oil products and b y - p r o d u c t s  in the form of 

vehi c l e  fuels, facilities and home h e a t i n g  fuels, u t i l i t y  power g e n e r a t i o n  and 

i n dustrial products.

The Supreme Court also upheld a lower court ruling that the m o n e y  w o ul d  be 

di s tr i b u t e d  to the various states to be spent on i d e n t i f i e d  en e r g y  programs, as 

r e s t i t u t i o n to con s u m e r s  who wer e  o v e r c h ar g e d .

Alask a ' s  share of the settl em e n t  is $ 8.26 million.

In its dec i s i o n ,  the Federal c ourt ruled that the E x xo n  funds must be g o v e r n e d  

by the g u i de l i n e s  and r e g u l ations of the five Fede ra l  en e r g y programs 

through w h i c h  they are dis t r i b ut e d .

The funds can n ot  be used for a d m i n i s t r a t i v e  p u r p o s e s and ca nn o t  suppl a n t  state 

funds a p p r o p r i a t e d  for energy c o n s e r va t i o n .  The i n t er e s t  f r o m  these funds must 

be used in the same ma nn e r  as the principle.

The State of Alaska, u pon receipt of the funds, pla c e d  the funds in a trust 

a c c o u n t .

The E xxon C o r p o r a t i o n  oil o v e r c h a r g e  p a y b a c k fund mo n i e s  are to be d i s t r i b u t e d  

in Al as k a  by the D e p a r t m e n t  of C o m m u n i t y  and R e gional Affa i r s  and be 

a p p r o p r i a te d  to the q u a l i f y i n g  refund programs a mong five Fede r a l  energy 

p r o g r a m s :

A. E n e r g y  E x t e n s i o n  Service

B. State 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

C. I n s t i t ut i o n a l  C o n s e r v a t i o n  P r o g r a m

D. L o w  Income W e a t h e r i z a t i o n  A s s i s t a n c e

E. L o w  Income E n e r g y  A s s i s t a n c e

For a pe ri o d  b e t w e e n  July 1, 1986 and June 30, 1987, the State will a pply $2 

m i l l i o n  of its share of the E x x o n  funds to the low income w e a t h e r i z a t i o n  

a s s i s t a n c e  p r o g r a m  and $ 5 0 0 , 0 0 0 to the i n s t i t u ti o n a l  c o n s e r v a t i o n  program.

The rem a i ni n g  $5.76 m i l l i o n  of the funds are to be spent over a three year 

period for q u a l i f y i n g  energy c o n s e r v a t i o n  programs. 1

In a d di t i o n  to the E xxon settlement, o ther oil o v e r c h a r g e  s e c t l e me n t s  are f orth­

coming. For example, $2.6 m i l l i o n  of S t r i pp e r  Well m o n e y  has been received. 

Unlike Exxon funds, these and o ther oil o v e r c h a r g e  funds are not re stricted to 

the five federal en e r gy  programs listed above.



—

D e c ember 31, 1986 

Page 4

R E C O M M E N D A T I O N

D i s t r i b u t i on  of E xxon and Other Oil O v e r c h a r g e  R e s t i t u t i o n  Funds

Oil o v er c h a r g e  funds r e p resent g o v e r n m e n t ' s  m e t h o d  of r ig h t i n g  a wrong.

C o n sumers of en e r g y  products w ere o v e r c h a r g e d .  R e s t i t u t i o n  is di r ected to c o n­

sumers through these funcs. In that light, the funds must be used to enhance 

the state's r e s p o ns e  to consumers' energy needs and problems.

The o v e r c h a r g e  r e s t i t u t i o n  funds provide an o p p o r t u n i t y  to reevaluate the 

state's r e s i d e n t i a l  and c o n s u m e r  o r i en t e d  e n e r g y  programs in light of new tech­

nical d e v e l o p m e n t s  and the stat e ' s  c u r re n t  e c o n o m i c  situation.

Ex i s t i n g  p r o grams that are b e n e f i t t i n g  c o n s u m e r s  should c o nt i n u e  to receive 

their p r i m a r y  support from state revenues. The state should m a i n t a i n  its 

hi s toric c o m m i t m e n t s  to these programs. R e s t i t u t i o n  funds should supplement 

sta,:e funding for these p r o gr a m s  but should be used p r i m a r i l y  to fund only those 

projects w h i c h  meet the c r i t e r i a  listed below.

An a dv i s o r y  e v a l u a t i o n  tea m  should be formed to wo r k  wit h  the Depar t me n t  of 

C o m m u n i t y  and R e g ional Affairs. This team s ho u l d  e v a luate the five Federal 

energy programs as well as propo se d  p r o grams or p r o j e c t s that may be eligible 

for r es t i t u t i o n  funds.

The a d v i s o r y  team should be c o m po s e d  of g o v e r n m e n t  p r o gr a m  a d m i n i s tr a t o r s ,  c o n­

servation  technical experts, r e p r e s e n t a t i v e s  of N a t i v e  regional non- p r o f i t  

groups, c o n s e r v a t i o n  " a c t i v i s t s " ,  rural and u r b a n  u t i l i t y  r e p r e s e n ta t i v e s ,  etc.

R e c o m m e n d a t i o n s  of the team w o u ld  be i n c o r p o r a t e d  in the re v i e w  by the 

a p p r o p r i a t e  state d e c i s i o n  makers.

E x i s t i n g  pr o g r a m s  should a l s o  be eva l u a t e d  w i t h  the same c ri t e r i a  ; •* any p r o­

posed new  programs. Tho u g h  E xxon funds are limi t e d  to the five Federal energy 

programs, d i s t r i b u t i o n  of r e s t i t u t i o n  funds t h r o u g h these programs should be 

based upon clea r l y d e f i n e d  and m e a s u r a b l e  c r i t e r i a .  " H i s t o r i c  di s t r i b u t i o n "  • 

formulas should not be a p p li e d  to these funds.

D i s t r i b u t i o n  of S t r i p p e r  W ei l  and o ther oil o v e r c h a r g e  r e s t i t u t i o n  funds should 

be based upon the criteria.

C r i t e r i a  should include the following:

A. G r e a t e s t  direct m e a s u r a b l e  r e d u c t i o n  of r e s i d e n t i a l  en e rg y  co n s u m p t i o n  for 

the least cost.

B. Most s i g n i f i c a nt  impact on c o n s u m e r s  m ost ef f e c t e d  by o v e r c harges.

C. Largest number of state residents who w i l l  rece i v e  e c o nomic benefits.

D. R e t u r n  on  i n v e s t m e n t  t o  t h e  S t a t e  o f  A l a s k a .
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E. Largest number of local jobs created.

C r i t er i a  should be given a point range to w e i g h  their impact on the final e va l­

uation. The a dv i s o r y  e v a l u a ti o n  team should d e t e r m i n e  the m a x i m u m  and m i n i m u m  

points for each criterion.

Each p r o g r a m  or project will receive points u nd e r  each criterion.. Proposals 

r e ceiving the high e s t  score will be given the s t r o n g e s t  r e c o m m e n d a t i o n  for 

funding.

Ex p l a n a t i o n s  of the C r i t e r i a

A. All programs and projects should produce m e a s u r a b l e  (or calcul ab l e )  energy 

savings. Programs w hich produce the g r e a t e s t  actual r e d u c t i o n  of energy 

c o n s u m e d  will be given the high e s t  rating. (i.e. fewer units of fuel used 

to provide the same level of service.)

A
Econo m i c  analysis of projects will include d e t e r m i n a t i o n  of life cycle costs 

and p a y b a ck  period. Projects wit h  the s h o r t e s t p a y b a c k should g e n e r a l l y  be 

given a hi g he r  ranking. B e n e f i t - t o - c o s t  ratios should be d e t e r m i n e d  and 

c o n s idered. Projects w h i c h  sho w  e x t r e m e l y  s i g n i f i c a n t  life cycle b e n e f i t s  

could be given prefe r e n c e  over projects w i t h  s h o r t er  paybacks.

B. Projects should serve r es idents who are most a d v e r s e l y  af f e c t e d  by high

energy costs. This d e t e r m i n a t i o n  should be made on the basis of the p e r c e n­

tage of annual income expended for basic en e r g y  needs: h e a t -'.*, lighting,

and cooking.

The a n t i c i p a t e d  affect, of this d e t e r m i n a t i o n  is that p r o j e c ts  w h i c h  serve 

low income people who live in cold regions of the state and Jho ay high 

rates for energy will be given the h i gh e s t  ranking.

C. P r o jects that result in en e rg y  saving that c r e a t e  e c o n om i c  b e n e f i ts  for as 

man y r e sidents as possible. E c o nomic b e n e f i t s  c ou l d  res u l t  not onl y  from 

lower u t i l i t y  bills but also from other factors such as lower p r op e r t y  

taxes. The principle emplo y e d  here is the g r e a t e s t  good for the g r ea t e s t  

number. Projects w h i c h  provide small amou n t s  of en e r g y savings for a large 

number of consumers will receive a h i g h e r  r a nk i n g  u nd e r  this c r i t e r i o n  than 

p r o jects w h i c h  produce larger savings for fewer residents.

D. Projects w h i ch  return m o n e y  to the State of A l a s k a  throu g h  meth o d s  such as

shared sa v i n g  loans, offset ene r g y  subs i d i e s ,  or as returns to the project

will rece i v e  the high e s t  ranking under this crit e ri o n .

In ad d ition, projects w hich are able to u t i l iz e  or leverage private funds 

will rece i v e  a higher ranking u nder this c r i t e r i o n.
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Returns sh o u l d be as measu r ab l e  and d e f i n i t e  as possible. A n t i c i p a t e d  

returns s h o u l d  de p e nd  upon project p e r f o r m a n c e  not u pon expected future 

dec is i o n s  or actions of energy consumers.

E. Projects s h o u l d  seek to provide jobs for Al a s k a n s.  0 n - 3 i t e  jobs for local 

res i d e n ts  are pre f e r re d  and should receive a h i g h e r  rank.

PP93/94



R u r a l  A l a s k a  

C o m m u n i t y  A c t i o n  P r o g r a m ,  I n c

RESOLUTION # 8 6 - 2 8

ENTITLED: URGING A GRADUAL REDUCTION OF THE POWER COST 
EQUALIZATION PROGRAM IN  CONJUNCTION WITH A 
COMPREHENSIVE RURAL RESIDENTIAL ENERGY 
CONSERVATION PROGRAM.

WHEREAS, en erg y  c o s ts  re p re s e n t  a v e ry  h ig h  p e rc e n ta g e  o f
th e  income o f  r u r a l  r e s id e n ts ,  and

WHEREAS, th e  Power C ost E q u a l iz a t io n  program  has h e lp e d
le s s e n  th e  burden  o f  h ig h  en erg y  c o s ts , and

WHEREAS, th e  Power C ost E q u a l iz a t io n  program  d o e s .n o t
encourage n o r f a c i l i t a t e  re d u c in g  en erg y  con­
su m p tio n , and

WHEREAS, th e  Power C ost E q u a l iz a t io n  program  is  s u b je c t
to  th e  whims o f  th e  s t a t e  l e g i s l a t u r e ,  and

WHEREAS, .th e  Power C ost E q u a l iz a t io n  program  may be reduced
o r  e l im in a te d  due to  th e  p oo r c o n d it io n  o f  th e  
s t a t e 's  economy, and

WHEREAS, g ra d u a l re d u c t io n s  o f  th e  P C E .sub sid y  as w e l l  as
sudden te r m in a t io n  o f  th e  program  w ould impose 
econom ic h a rd s h ip  on many r u r a l  r e s id e n ts ,
now, t h e r e f o r e ,  be i t

RESOLVED: t h a t  th e  B oard  o f  D ir e c to r s  o f  th e  R u ra l A la s k a
Community A c t io n  Program  does h ereb y  u rge th e  
G overnor and th e  L e g is la t u r e  o f  th e  S ta te  o f  A lask a  
to  e s ta b l is h  a com prehensive r u r a l  r e s id e n t ia l  
en erg y  c o n s e rv a tio n  program  as th e  method o f  
s y s te m a t ic a l ly  and g r a d u a l ly  a c h ie v in g  a m a jo r 
re d u c t io n  in  Power C ost E q u a l iz a t io n  program  
e x p e n d itu re s .

ADOPTED t h i s  1 7 th  day o f  Decem ber, 1986 a t  th e  A nnual M e e tin g  o f
th e  B oard o f  D ir e c to r s  h e ld  in  A n ch o rag e , A la s k a .

ff] ‘O a! .N 1 A  rtf -7 ^ 1  /;*» 1 '
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Gordon Jackso n , P r e s id e n t je ^ n in e  Kennedy, E x e c u tiv e  D ir e c to r
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R u r a l  A l a s k a  

C o m m u n i t y  A c t i o n  P r o g r a m ,  I n c .

RESOLUTION # 8 6 - 2 9

ENTITLED: ENDORSING THE CONSERVATION COALITIO N'S POSITION 
REGARDING THE DISTRIBUTION OF O IL  OVERCHARGE 
RESTITUTION FUNDS IN  ALASKA.

WHEREAS,

WHEREAS,

WHEREAS,

RESOLVED:

RurAL CAP has p a r t ic ip a t e d  in  th e  developm ent o f  
t h is  s t r a t e g y ,  and
t h is  p o s i t io n  is  e s s e n t ia l l y  th e  same as p r e v io u s ly  
ta k e n  by th e  B o ard , and
th e  d is t r i b u t io n  o f  th e s e  funds sh o u ld  be done in  
accordance w ith  p r in c ip le s  o f  en erg y  c o n s e rv a tio n  
r a t h e r  th an  p o l i t i c a l  pow er,
now, t h e r e f o r e ,  be i t
t h a t  th e  Board o f  D ir e c to r s  o f  th e  R u ra l A las k a  
Community A c t io n  Program  h e re b y  endorses th e  
a tta c h e d  p o s it io n  w h ich  u rg es  th e  G overnor and 
L e g is la tu r e  to  e s ta b l is h  a ta s k  fo rc e  and a s e t  
o f  c r i t e r i a  to  govern  th e  d i s t r i b u t i o n  o f  a l l  
o i l  o v e rc h a rg e  r e s t i t u t i o n  funds w h ich  a re  r e ­
c e iv e d  by th e  s t a t e ,  and *
be i t  f u r t h e r

RESOLVED: t h a t  th e  D ep artm ent o f  Community and R e g io n a l 
A f f a i r s  be d ir e c te d  to  p ro ceed  w ith  t h is  p ro cess  
as soon as p o s s ib le .

ADOPTED t h is  1 7 th  day o f  December, 1986 a t  th e  A nnual M e e tin g  o f  
th e  B oard o f  D ir e c to r s  h e ld  in  A ncho rage, A la s k a .

$
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$ i/ijU i/i

Gordon Jackso n , P re s id e n t ne Kennedy, E x e c u tiv e  D ire  t o r

A d m i n i s t r a t i o n  •  p * o .  b o x  200? 08 ; a n c h o r a g e ,  a k  99520 •  ( 9 0 7 ) 2 7 9 - 2 3



R u r a l  A l a s k a  

C o m m u n i t y  A c t i o n  P r o g r a m ,  I n c .

RESOLUTION # 8 6 - 3 0
ENTITLED: URGING THE USE OF STATE FUNDS OR NON-EXXON O IL

OVERCHARGE RESTITUTION FUNDS TO SUPPORT THE 
LOW INCOME WEATHERIZATION PROGRAM.

WHEREAS, th e  w e a th e r iz a t io n  program  c o n tin u e s  to  h e lp  ease
th e  burden  o f  h ig h  en erg y  c o s ts  in  r u r a l  A la s k a , 
and

WHEREAS, th e  S ta te  o f  A la s k a  has p r e v io u s ly  supplem ented
F e d e ra l a l lo c a t io n s  in  o rd e r  to  make t h is  program
more e f f e c t i v e  in  A la s k a , and

- »

WHEREAS, in  1 9 8 6 -8 7  t h is  program  was funded a lm o s t e x c lu s iv e ly
w ith  Exxon o v e rc h a rg e  r e s t i t u t i o n  funds r a th e r  th an  
S ta te  fu n d s , and

WHEREAS, Exxon funds m ust be s p e n t in  accordance w ith  F e d e ra l
D ep artm ent o f  E nergy g u id e l in e s ,  and

WHEREAS, th e s e  g u id e l in e s  s e v e r e ly  r e s t r i c t  th e  a b i l i t y  o f
t h i s  program  to  e f f e c t i v e l y  m eet A la s k a 's  n eeds, and

WHEREAS, o th e r  o i l  o v e rc h a rg e  r e s t i t u t i o n  funds w hich  th e
s t a t e  has re c e iv e d  and w i l l  c o n tin u e  to  re c e iv e  
(such as S t r ip p e r  W e ll)  do n o t  have such l i m i t a t i o n s ,

now, t h e r e f o r e ,  be i t
RESOLVED: t h a t  th e  Board o f  D ir e c to r s  o f  th e  R u ra l A las k a

Community A c t io n  Program  urgt s th e  G overnor and 
th e  L e g is la t u r e  o f  th e  S ta te  o f  A la s k a  n o t to  use 
Exxon o v e rc h a rg e  r e s t i t u t i o n  funds as th e  o n ly  
source o f  fu n d in g  f o r  th e  lo w  income w e a th e r iz a t io n  
program  in  th e  f u t u r e .

ADOPTED t h i s  1 7 th  day o f  Decem ber, 1986 a t  th e  A nnual M e e tin g  o f  th e
B oard  o f  D ir e c to r s  h e ld  in  A ncho rage, A la s k a .

"r, A  f / . A * . - ' 
»* '

Gordon Jackso n , P re s id e n t a n in e  Kennedy, E x e c u tiv e  D ir e c to ri/

)
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R u r a l  A l a s k a  

C o m m u n i t y  A c t i o n  P r o g r a m ,  I n c

RESOLUTION # 8 6 - 3 1

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

ENTITLED: URGIN 1 THE CREATION OF A REVOLVING LOAN FUND
FOR RURAL RESIDENTS WHO WANT TO PURCHASE HIGH 
EFFICIENCY HEATING EQUIPMENT.
h ig h  e f f ic ie n c y  h e a te rs  and b u rn e rs  a re  a proven  
and v e ry  c o s t - e f f e c t iv e  method o f  re d u c in g  f u e l  
consum ption and thu s  en erg y  b i l l s ,  and
th e  en erg y  sav in g s  g e n e ra te d  from  th e  i n s t a l l a t i o n  
o f  th e s e  h e a te rs  and b u rn e rs  w ould  e n a b le  home­
owners to  pay back lo a n s  in  a v e ry  s h o r t  p e r io d  o f  
t im e , and
many r u r a l  r e s id e n ts  have v e ry  l im i t e d  income anc 
a re  n o t a b le  to  spend la r g e  amounts o f  money f o r  
n o n -e s s e n t ia l  o r  non-em ergency ite m s , and
bank lo an s  and o th e r  c o n s e rv a t io n  lo a n  program s 
have n o t been e f f e c t i v e  in  r u r a l  A la s k a ,
now, t h e r e f o r e ,  be i t
t h a t  th e  Board o f  D ir e c to r s  o f  th e  R u ra l A lask a  
Community A c t io n  Program  u rg es  th e  G overnor and 
th e  L e g is la tu r e  o f  th e  S ta te  o f  A la s k a  to  e s ta b l is h  
a r u r a l  A la s k a  lo w - in t e r e s t  r e v o lv in g  lo a n  fund f o r  
th e  p urchase  o f  h ig h  e f f i c i e n c y  o i l  h e a t in g  eq u ip m en t, 
and
be i t  f u r t h e r
t h a t  t h is  program  be a d m in is te re d  by th e  D ep artm ent 
o f  Community and R e g io n a l A f f a i r s  th ro u g h  s ta te w id e  
s o c ia l  s e r v ic e  a g e n c ie s  a n d /o r  r e g io n a l  n o n - p r o f i t  
o r g a n iz a t io n s .

ADOPTED t h is  1 7 th  day o f  Decem ber, 1986 a t  th e  A nnual M e e tin g  o f  th e  
Board o f  D ir e c to r s  h e ld  in  A ncho rage, A la s k a .

RESOLVED:

RESOLVED:

Gordon Jackso n , P re s id e n t -Z _
Jeyanine K e n n e d y ,  E x e c u t i v e  D i r e c ^ p r

A d m i n i s t r a t i o n  •  p . o .  b o x  200908 ; a n c h o r a g e ,  a k  99520 - •  ( 9 0 7 ) 2 7 9 - 2 :



R u r a l  A l a s k a  

C o m m u n i t y  A c t i o n  P r o g r a m ,  I n c .

ENTITLED:

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS, 

WHEREAS, 

WHEREAS,

WHEREAS,

RESOLUTION #86 -  38
CALLING UPON THE GOVERNOR AND LEGISLATURE OF THE 
STATE OF ALASKA TO CONTINUE STATE FUNDING OF THE 
STATE CONTRIBUTION TO THE LOW-INCOME WEATHERIZATION 
PROGRAM

re d u c tio n s  in  governm ent e x p e n d itu re s  w i l l  have a 
s ig n i f i c a n t  n e g a t iv e  im p a c t on r u r a l  A laskan  com­
m u n it ie s  and in d iv id u a ls ,  and
f u e l  p r ic e s  in  r u r a l  A la s k a n  com m unities a re  among 
th e  h ig h e s t  in  th e  n a t io n ,  and
energy use f o r  home h e a t  in  r u r a l  homes is  h ig h  due 
to  poor c o n s tr u c t io n  and in a p p r o p r ia te  le v e ls  o f  
in s u la t io n ,  and
a p p ro x im a te ly  75% o f  r u r a l  r e s i d e n t i a l  en erg y  use 
is  f o r  space h e a t and a h ig h  p ro p o r t io n  o f  house­
h o ld  income is  in  many a re a s  o f  th e  s t a t e  sp en t 
on home h e a t in g  o i l ,  and
low -incom e r e c ip ie n t s  o f  w e a th e r iz a t io n  have r e a l i z e d  
s ig n i f i c a n t  r e d v j t io n s  in  en erg y  use and sa v in g s  in  
nome h e a t in g  c o s t and im proved  le v e ls  o f  c o m fo rt , 
and
money sp e n t in  r u r a l  com m unities  by th e  w e a th e r iz a ­
t io n  program  have th e  a d d i t io n a l  b e n e f i t s  o f  c r e a t in g  
em ploym ent, s t im u la t in g  lo c a l  econom ies, im p ro v in g  
housing  s to c k , and re d u c in g  en erg y  consum ption , and
o n ly  a p p ro x im a te ly  15% o f  th e  e l i g i b l e  homes in  th e  
s ta te  have been w e a th e r iz e d , and
c o n tra c to rs  have in c re a s e d  t h e i r  a b i l i t y  to  p ro v id e  
h ig h  q u a l i t y  w e a t h e r iz a t io n ,  and
th e  m e r its  o f  th e  w e a t h e r iz a t io n  program  compare 
fa v o ra b ly  w ith  o th e r  governm ent funded energy  
p ro g ra m s, and
ad eq uate  fu n d in g  o f  t h is  program  is  c r i t i c a l  fo r  
e f f e c t i v e  o p e ra t io n  o f  th e  program  in  r u r a l  A la s k a ;

now, t h e r e f o r e ,  be i t

A d m i n i s t r a t i o n  •  p . a .  box 2 0 0 9 0 8 ) anchorage, ak 9 9 5 2 0  * (907)279-2511



RESOLVED: t h a t  th e  Board o f  D ir e c to r s  o f  th e  R u ra l A laska
Com.nunity A c tio n  Program , In c .  su p p o rts  c o n tin u e d  
fu n d in g  o f  th e  low -incom e w e a th e r iz a t io n  program  
a t  o r  above c u r re n t  fu n d in g  le v e ls .

ADOPTED t h is  1 7 th  day o f  December, 19 8 6 , a t  th e  A nnual M ee tin g  o f  
th e  Board o f  D ir e c to r s  h e ld  in  A nchorage, A la s k a .

fete t  ' : V : ' f e

n

G o r d o n  'Jackson, P re s id e n t  J& anlne Kennedy , E x e c u tiv e //D ire c t .o r



R ESP O N D IN G  TO  H IG H  E N ER G Y  C O S T S  IN  R U R A L A LA S K A

. A COMPREHENSIVE RESIDENTIAL CONSERVATION APPROACH'
or

REDUCING POWER COST EQUALIZATION (PCE)
Through

WEATHERIZATION 
HEATING SYSTEM RETROFITS 

LIGHTING RETROFITS 
FREEZFR/REFRIGERATOR REBATES

Prepared By:
Conrad Zipperian 

Energy Program D irector 
Rural Alaska Cannunity Action Program

December, 1986



T H E  ID E A :

Use several energy conservation measures to g rea tly  reduce ru ra l energy 
consumption and thus make subsidies unnecessary and/or less c ru c ia l as 
a means o f equalizing the costs o f energy throughout the sta te .
Conservation measures would include:
1. A l l  #1 p r io r ity  weatherization measures.

(Goal: Reduce heating o i l  costs 10-25%.)
2. A new high e ffic ie n c y  heater or burner.

(Goal: Reduce heating o i l  costs an add itional 25%.)
3. A complete high e ffic ie n c y  lig h tin g  conversion.

(Goal: Reduce lig h tin g  costs 40%.)
4. A $500 rebate per appliance to  PCE c lie n ts  th a t replace ex is tin g  

freezers and re frig e ra to rs  w ith  high e ffic ie n c y  models.
(Goal: Reduce appliance operation costs 60%.)

SUMMARY:
The primary goal o f th is  p ro ject is  the reduction o f to ta l energy 
consumption and costs in  ru ra l areas, thus providing ru ra l residents 
w ith  secure, long term r e l ie f  from high energy costs in a way th a t is  
not threatened by p o l i t ic a l  or economic trends and does not create a 
drain  on the resources o f the remainder o f  the s ta te .
The secondary goal is  the gradual elim ination  or s ig n ific a n t reduction 
o f Power Cost Equalization program expenditures. (Save the State o f 
Alaska money.)
These conservation measures would make to ta l re s id e n tia l heating and 
e le c tr ic a l costs fo r  most households the same or less without i..a  PCE 
subsidy as they currently  are w ith the subsidy.
The p ro jec t would i n i t i a l l y  require c a p ita l expenditures but these 
monies could be borrowed and/or combined with other funds such as those 
from the federa l weatherization program, the Low Income Household 
Energy Assistance Program, or the o i l  overcharge re s titu t io n  fund.
Two plans are evaluated in  th is  paper:
F irs t ,  in s ta l l  the conservation measures wherever fe as ib le . Then,
Plan A. provide no fu rth er PCE benefits to  households that 

p artic ip a te  in  the program, 
or

Plan B. continue to  provide PCE benefits to  a l l  e lig ib le
households. (Those who p artic ip a te  ’T i l l  have lower 
e le c tr ic a l consumption as w ell as lower heating o i l  
consumption.)

Plan A. would reduce PCE by $13,255,920 in  8 years.
Plan B. would reduce PCE by $5,598,184 in  8 years.

- 2 -



The program’ would serve PCE c lie n ts  who have previously been served by 
the weatherization program as w e ll as those th a t have not yet been 
served. A to ta l o f 15,504 households would be served.
P R O B LEM  S T A T E M E N T :

Energy consumption in  ru ra l areas o f Alaska is  high. Energy costs are 
also high. Thus energy expenditures are high and represent a large 
percentage o f the d o lla rs  spent by ru ra l Alaskans.
Government subsidy programs which reduce costs but do not reduce
consumption make ru ra l residents vulnerable to  p o l i t ic a l  and economic 
changes which may re s u lt  in  the reduction or e lim ination  o f the subsidy.
Long range solutions to  the problem o f high energy b i l ls  fo r ru ra l 
Alaskans must include reducing energy consumption without adversely 
a ffe c tin g  the q u a lity  o f l i f e .  Though a lte rn a tiv e  methods o f heating 
buildings and producing e le c t r ic i ty  e x is t and may have application in  
Alaska, improving end-use e ffic ie n c y  appears to  be the most
c o s t-e ffe c tiv e  and re lia b le  approach fo r  the present and c e rta in ly
supports e ffo rts  to  use a lte rn a tiv e  energy s tra teg ies .
Though to date no evi 'ence has been presented which conclusively proves 
th a t PCE has increased ru ra l consumption o f e le c tr ic ity ,  c e rta in ly  i t  
has not fostered reduced consumption.
The PCE program provides a s ig n ific a n t and important means o f easing 
the burden o f high ru ra l energy costs and a way o f giving a "piece o f 
the action" o f s tate  energy expenditures to  ru ra l areas. However, the 
s ta te 's  w illingness to fund PCE may eventually end. Rural Alaskans who 
want to be s e lf -s u ff ic ie n t  and free  frcm the uncerta in ties o f Alaska's 
p o lit ic s  and bocm-or-bust economics deserve a b e tte r program.
PCE should net be a p a rt o f  the s ta te 's  generosity to ru ra l areas
during "boom" times ard then be w ithheld or reduced in  "bust" times. 
This is  not good policy fo r  the State nor fo r ru ra l residents.
The challenge ±u th is  period o f  decreasing state spending w i l l  be to  
replace or reduce PCE in  a way th a t does not create excessive hardship 
fo r those who have ccme to  depend upon i t  nor leave them vulnerable in  
the long run.
OTHER OPTIONS?
Proposals which merely reduce the a  nount o f subsidy without including 
conservation strateg ies w i l l  u ltim a te ly  have a negative impact on ru ra l 
areas. State PCE d o lla rs  th a t are removed from the ru ra l economy w i l l  
cause fu rth er revenue s h o rtfa lls  to  homeowners, businesses and/or lo ca l 
governments. Withdrawing s ta te  d o lla rs  w i l l  adversely a ffe c t the 
standard o f liv in g  o f areas o f the s tate  th a t are cu rren tly  the poorest 
and most in  need o f economic assistance and development.
Reducing the maximum number o f k ilow atts  e lig ib le  fo r subsidy may help 
promote conservation. However, the State w i l l  not save much money
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unless the .current 750 KWH c e ilin g  is  d ra s tic a lly  lowered. (The ru ra l 
re s id e n tia l average use is  about 250 KWH per month.) I f  i t  is  set 
higher than 250 KWH i t  w i l l  l ik e ly  not a ffe c t many PCE c lie n ts . I f  i t  
is  set lower than 250 i t  w i l l  impose a hardship on ru ra l people unless 
there is  a v iab le  means fo r than to  finance energy conservation. (Such 
as a zero in te res t loan fund.)
Households and ru ra l governments th a t already have very l i t t l e  money 
w il l  be forced to  stop using energy fo r basic needs. Though some 
frivo lous use occurs, most o f the energy used in  ru ra l Alaska heats 
homes, provides l ig h t ,  cooks food, freezes food, and provides 
subsistence re la ted  transportation.
The state needs an approach which w i l l  reduce or elim inate the NEED fo r 
subsidies to ru ra l low income residents o f the s ta te . Long range 
e ffo rts  to  develop ru ra l economies and increase cash income are 
worthwhile. However, opportunities fo r economic development appear 
very lim ited  and subsistence w i l l  l ik e ly  continue to be the primary way 
o f l i f e  fo r cash poor v illag es  in  the foreseeable future.
Conservation strateg ies have proven e ffe c tiv e  in  other parts o f the 
world and w i l l  work as w e ll or b e tte r in  ru ra l Alaska.
DETAILS OF THIS PROPOSAL:
The attached sheet provides calculations which support th is  approach. 
These are estimates and based on c r i t ic a l  assumptions. Everyone who is  
served by the program w i l l  c le a r ly  be b e tte r o f f  than they would be i f  
PCE is  merely gradually reduced and f in a l ly  discontinued. However, not 
everyone w i l l  b en efit as much as th is  example. Others w i l l  b en efit 
more.
The program would augment the ex is tin g  weatherization program. Rural 
re s id e n tia l energy consumption \Jould be reduced to  the degree th a t the 
energy b i l l  fo r  both heating and lig h tin g  would be lower without Power 
Cost Equalization than i t  cu rren tly  is  w ith the PCE payments fo r 
e le c tr ic ity .
This program could be operated through the State agency which operates 
the low-income weatherization program. P rio r to 1986 the State 
provided funds and contracted w ith  v illag es  and other ru ra l agencies to 
weatherize hones. Funds came fron both federal and state sources and 
guidelines were established by DC&RA. The same could be done with th is  
expanded program.
Regional non-profiu agencies and ex is t Ing weatherization contractors 
could be mobilized quickly to  implement th is  program in  ru ra l Alaska. 
The program would provide jobs in  regional centers as w ell as v illa g e s .
This conservatively calculated example uses an average to ta l energy 
cost o f $1521.00 per year w ith the current PCE paynent. $285.00 o f 
th is  is  the estimated cost o f e le c tr ic ity  with PCE. (The Alaska
V illa g e  E le c tr ic  Coop. -  AVEC -  cost is  $.39 per kWh.) Consumers pay 
$.095 per kWh. AVEC indicates that th e ir  average re s id e n tia l customer
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usage is  230 kWh per month. The tab le  indicates how 250 kWh might be 
used in  a ty p ic a l ru ra l v illa g e  hone.
Fuel costs and consumption vary g rea tly  in  ru ra l Alaska. This example 
is  based on $1236.00 per year fo r  heating fu e l. Conservation neasures 
would reduce heating costs by 43%. A major portion o f th is  reduction 
w i l l  re s u lt  fran  heating system improvements.
The program would also reduce e le c tr ic a l consumption by 41%. This 
would be accomplished by replacing a l l  ex is ting  lig h ts  w ith high 
e ffic ie n c y  bulbs, or e lectron ic  b a llas ts  and watt-saver tubes.
In  add ition , honeowners would be given a rebate i f  they replaced 
ex is tin g  low e ffic ie n c y  freezers and re frig e ra to rs  with high e ffic ien cy  
models. Only households which had the appliance during the time o f the 
program survey would be e lig ib le  fo r the rebate. The rebate 
c e r t if ic a te  would be given to the vendor when a new high e ffic ien cy  
appliance was purchased. Funds would be sent to  the vendor, not the 
homeowner.
Households which had received p rio r weatherization would receive a 
minor weatherization upgrade, a heating system r e t r o f i t ,  a lig h tin g  
r e t r o f i t ,  and the appliance rebates.
A fte r the r e t r o f i t ,  the to ta l  energy b i l l  would be $1395.00 without the 
PCE subsidy or $872.00 i f  PCE payments continue. I f  PCE payments are 
discontinued a f te r  they are served by the program, to ta l energy costs 
are calculated to  be $125.00 per year less than before the r e t r o f i t .
I f  the s ta te  chooses to continue the PCE program in d e fin ite ly , i t  would 
s t i l l  be wise to  fund th is  program. I t  would be a good long range 
investment th a t would reduce consumption and provide substantial 
economic b en e fit to  homeowners. (Approximately $650.00 savings per year 
per household.) The program would also provide jobs and thus be ar. 
add itiona l stimulus to  the ru ra l economy.
SUMMARY OF THE NUMBERS:

T o ta l Household Energy B i l l  With PCE Before The Program = $1521.00
Tota l Household Energy B i l l  A fte r The Program Without PCE = $1395.00
Cost To Provide The Program Per Non-Wxed. Household = $3725.00
Cost To Provide The Program Per Pre-Wxed. Household = $1675.00
THE FINANCING PLANS:
Securing the funds to invest in  a major conservation pro ject could come 
from a v a rie ty  o f sources, including loans or bonds. This example does 
not evaluate the cost o f such financing.
The goal o f these financing schemes is  to  complete the pro ject in  an
eigh t year period. Work would be done system atically on a
carrnunitv-by-ccrrrnunity basis. A to ta l o f 15,504 households would be
served. (There are approximately 22,000 PCE re c ip ien ts .)
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Each y e a r ,**$6.3 m illio n  woul*? be spent on the p ro ject. A fte r a 
ccnrnunity is  served, every household in  the community would e ith e r  
receive no more PCE (Plan A) or PCE benefits  would be reduced (Plan B ).
PCE savings generated by the program could be used to  pay fo r the 
project or to  reduce PCE axpenditures. The to ta l cost o f the 
conservation pro ject would be $50.6 m illio n .
PCE annual expenditures would be reduced from $18 m illio n  to  $4.7 
m illio n  (or 0) under Plan A. or fran  $18 m illio n  to  $12.4 under B.
The to ta l cost o f the combined PCE and conservation pro ject over the 
eight year period would be $148 m illio n  under Plan A. and $175 m illio n  
under Plan B. The eight year cost o f the PCE program alone a t the $18 
m illio n  leve l would be k$144 m illio n .
UTILITY CONCERNS:
Rural u t i l i t y  companies face many problem?, sane o f which the Power 
Cost Equalization program has helped minimize. With the subsidy 
ty p ic a lly  low income households can affo rd  to buy e le c tr ic ity  in  la rg er 
quantity . B il ls  are lower and more l ik e ly  to  be paid. I f  homeowners 
don't pay, the u t i l i t i e s  s t i l l  receive th e ir  payment fran the S tate . 
PCE also allows u t i l i t i e s  to  implement more e ffe c tiv e  management and 

?nerator maintenance/upgrading programs since they have State funds to 
help pay fo r  th ese .e ffo rts .
A persistent problem in  ru ra l communities is  generator in e ffic ien cy  
caused by p a r t ia l  loading. Fuel is  wasted and equipment is  strained  
when not operated a t an idea l load. This problem p rim arily  occurs in  
summer months when v illa g e  residents use less e le c tr ic ity  and when 
school buildings are closed. This problem already exists  but could 
become more troublesome i f  conservation measures are u t i l iz e d  in  seme 
v illa g e s .
Though th is  s itu a tio n  may create some i n i t i a l  problems i t  should not 
thwart conservation e ffo rts . The primary motive fo r State involvement 
should be to provide r e l ie f  to ru ra l consumers from extremely high 
energy costs. In  try in g  to  achieve th is  goal, the State should promote 
strateg ies which supply energy services ct the leas t cost to  the 
consumer and to the State. Encouraging or allowing unnecessary 
consumption should not be used as a solution to  the p a r t ia l loading 
problem.
The p a r t ia l loading problem deserves fu rth er study and a creative  search 
fo r p o ten tia l solutions. These solutions should be evaluated in  
conjunction w ith conservation e ffo rts  using a l i fe -c y c le  cost 
analysis .
In  the long view -  and Alaska must now think jJI such terms -  e f f ic ie n t  
energy production and e f f ic ie n t  energy consumption should go hand in  
hand and w i l l  ce rta in ly  prove to be the most economical approach.
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• A N D  - L I G H T I N G  R E T R O F I T  A N D  A  F R E E Z E R / R E F R I G E R A T O R  R E B A T E  P R O G R A M

COSTS 
BEFORE RETROFITTING COSTS 

AFTER RETROFITTING
POSSIBLE POWER USED W/PCE NO PCE POWER USED W/PCE NO PCIAPPLIANCES (KWH/MTH) .095 .3 9 (KWH/MTH) .0 9 5 . • j  '.
C o ffe e  Maker 5 .4 8 1 .9 5 5 .4 8 1.91
H a ird ry e r 1 .1 0 .3 9 1 .1 0 .35
T o a s te r 3 .2 9 1 .1 7 3 .2 9 l . i :C lock 2 .1 9 .78 2 .1 9 .72F re e z e r 100 9 .5 0 3 9 .0 0 38 3 .6 1 14.83C o lo r TV 35 3 .3 3 1 3 .6 5 35 3 .3 3 1 3 .6 !Music 8 .7 6 3 .1 2 8 .76- 3 .1 2Hot p la te /m ic r o 10 .9 5 3 .9 0 10 .9 5 3.9CM isc a p p lia n c e s 11 1 .0 5 4 .2 9 11 1 .0 5 4.2?L ig h t in g 75 7 .1 3 2 9 .2 5 35 3 .3 3 1 3 .6 !
V a r ia b le 0 .0 0 .00 0 .0 0 .CC
M o n th ly 250 2 3 .7 5 9 7 .5 0 143 1 4 .0 6 5 7 .7  2
Annual 3000 2 8 5 .0 0 11 7 0 .0 0 1776 1 6 8 .7 2 6 9 2 .6 -
H e a tin g  Cost 1 2 3 6 .0 0 12 3 6 .0 0 7 0 3 .0 0 703 . 0C
TOTAL ENERGY COST 1 5 2 1 .0 0 2 4 0 6 .0 0 8 7 1 .7 2 -l  j  95 .  6 4
I .  RETROFIT COSTS NON-WXED I I .  RETROFIT COSTS PRE-WXED

L ig h t in g 1 2 5 .0 0 L ig h t in g 1 2 5 .0 0
Hea _ir.g 9 0 0 .0 0 H e a tin g 9 0 0 .Ou

W e a th e r iz a t io n 2 2 0 0 .0 0 Upgrade-Wx 1 5 0 .0 0
A p p l. R ebate 5 0 0 .0 0 A p p l. R ebate 5 0 0 .0 0

I .  T o ta l 3 7 2 5 .0 0 I I . T o ta l 1 6 7 5 .0 0
A. ANNUAL SAVINGS -  PCE ENDS B. ANNUAL SAVINGS -  PCE CONTINUES

S ta te  o f  A k. 8 8 5 .0 0 S ta te  o f A k. 3 6 1 .0 8
Homeowner 1 2 5 .3 6 Homeowner 6 4 9 .2 3

A. Payback to  S ta te B. Payback to S ta te
I .  Payback 4 .2 1 Y ears I .  Payback 1 0 .3 2 Y ears

I I .  Payback 1 .8 9 Y ears I I .  Payback 4 .6 4 Y ears
FUNDING ANALYSIS

PCE Households 12000
T o ta l  C ost 44 700 0 0 0 .0 0

GRAND TOTALS 15504 Served
CONSIDERATIONS:
1.

PCE Households 
T o ta l  C ost
TOTAL COST

3504
58 6 9 2 0 0 .0 0

5 0 5 6 9 2 0 0 .0 0

Consumers who use more than  257 KWH p er month w i l l  n o t 
re c e iv e  a n e t  b e n e f i t  from  th e  program .
F ig u re s  assume a l l  #1 Wx p r i o r i t i e s  can be done and a 
high  e f f i c ie n c y  h e a te r  can be in s t a l l e d .
Rebate program  would r e q u ire  p ro o f o f e x is t in g  a p p lia n c e .

za



REDUCING PCE WITH WX, H E W I N G  AND LIGHTING PLTRUE I r PLUG fll'PL 1IHCE PLBHTF..

PLOW R. REDUCE THE HUNGER OF PCE RECIPIENTS

NINE YEHR CRSH FLOW 1500 homes per ■ el £5725.00 oa. ~ £5,907,500 per* >.\r.
435 homes per yr. .9 !. £1675.00 on. - •1*733,650 per* yr.

PCE Payments Will End
After Conservation, RNHURL PUISC PVl 11 IT'D PROJECT CAST - £6,321, 150
PCE Will Be Reduced TOTFSl CONSERVATION PROJECT CUST = 350,569,200
By: 15,504 Households

13,255,020 Dollars Per Year flFter Year 8.

CRSH FLOW ANALYSIS (In Millions.)

Year ~1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 3

PCE to Cons. 0 1.6b 3.32 4.98 6.64 8.3 9.96 11.62 0
Project Cost 6.32 G. 32 6.32 6.38 6.32 6.38 6. 52 6. 32 0
PCE Cost 10 16.34 14.69 13.02 J 1. *6 9.7 8.04 6.33 4.72

PROJECT COST 24.32 22.66 21 19.31 17.68 16.02 14.56 12.7 0
INCOME* •I* 3 •I* 3 3 3 0
SOR COST'' 21.32 19.66 18 16.34 14.60 13.02 11.36 9.7 4.72

PLRN B. REDUCED PCE PRYMENI TD CURRENT PEC IPIEMIS

NINE YERR CRSH FLOW ’1500 homes per yr. al £5725.00 ea. = £5,587,500 per yr.
. 438 homes per yr. at £1675.00 13a. - 3*733,650 per year

PCE Will Continue
flfter Conservation. RNNURL CONSERVRT I DM PROJECT CRS1 - 1*6,321,150
PCE Will Be Reduced TOTAL CONSERVATION PROJECT COST = 3*50,569,200
BY: 5,590,134 Dollars

Per Year RFter Year 8.

CRSH FLOW RNRLYSISt

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9

PCE to Cons. 0 .7 1.4 2.1 8.0 3.5 4.2 4.9 5.6
Project Cost 6.32 6. 32 6.32 6.32 6 . 58 6.32 6.32 6.32 0
PCE Cost 18 17.3 16.6 15.9 15.2 14.5 13.0 13. 1 12.4

PROJECT COST 24.32 23.62 7) q*> 'p-~ 1 n 9 21.58 20.82 20.12 19.42 0
INCOME* 3 3 3 3 “I a 3 3 0
SDR COST 21.32 20.62 19.92 19.22 13.52 17.82 17.12 16.42 12.4

*PROJECTED INCOME = £1 MILL. - OVERCHARGE FUNDS, $1.1 MILL. DOE WX, £900 111 LIHEAP.



REVOLVING LOAN FUND 
TO PROMOTE EFFICIENT USE OF HEATING OIL IN RURAL ALASKA

SUMMARY: Establish a revolving loan fund which would enable ru ra l 
residents to  borrow up to  $1000 to  purchase e ith e r a high 
e ffic ien c y  heater or a high e ffic ie n c y  (re tention- head) 
burner.
The loan fund should be administered by the Department o f 
Community and Regional A ffa irs . Contracts to approve loans 
and c o lle c t payments should be given to  ru ra l oriented social 
service agencies or ru ra l municipal governments.
Loans should be provided fo r a two and one h a lf  year period a t 
f iv e  percent in te re s t.
The size o f the fund would depend upon the approach:
A single agency fund o f $100,000 could reach 225 households 
in  an eight year period.
A statewide multi-agency fund o f $500,000 could reach 1164 
households in  an eight year period.

PROBLEM STATEMENT:

High heating b i l ls  remain the greatest drain  on incare fo r ru ra l 
residents. In  times o f economic d is tress , ru ra l residents have the 
a b i l i ty  to  cut back and/or do without many items th a t require cash. 
Heat, however, is  essentia l and in  many areas o f the state heat is  
synonymous with heating o i l  which can only be obtained with cash.
Various programs help ru ra l residents pay energy b i l ls .  The Low Income 
Household Energy Assistance Program (LIHEAP) and the Power Cost 
Equalization (PCE) program provide s ig n ific a n t help fo r large numbers 
of ru ra l residents each year. The Low Incone Weatherization Program 
has gradually helped lower consumption and energy b i l ls  in  many 
carm unities.
Even w ith  these programs, many low income ru ra l residents must use 
large amounts o f th e ir  very lim ite d  cash to  buy heating o i l .  This 
s itu a tio n  contributes to  the poverty o f the in d iv id u al fam ilies and the 
cannunity as a whole.
Money spent fo r o i l  has very l i t t l e  p o s itive  e ffe c t  on the lo ca l 
v illa g e  economy. Dollars are "exported" to  o i l  companies and only a 
small percentage c ircu la tes  in  the v illa g e  or state  to  provide jobs and 
other economic b enefits .
This s itu a tio n  could be very p o s itiv e ly  changed i f  heating equipment in  
ru ra l areas was inproved. New high e ffic ie n c y  heating equipment could 
reduce o i l  consumption in  thousands o f ru ra l hones by th ir ty  to  f i f t y  
percent!



The most corfmon type o f o i l  heater in  ru ra l Alaska is  the d rip  pot 
burner. Sane recently b u i l t  HUD houses have furnaces or b o ile rs . 
V ir tu a lly  a l l  o f the d rip  pot burners could be replaced w ith high 
e ffic ie n c y  heaters (Monitors or comparable) and many o i l  burners in  the 
furnace and bo ile rs  systems could be replaced with high e ffic ien c y  
burners.
These replacement units could oay fo r thanselves through reduced 
energy bi l l s  in  one to three •ears .
The cost o f these high e ffic ie n c y  units  ranges from $500 to  $1000. 
Though some ru ra l homeowners have purchased these items on th e ir  own, 
many do not have s u ffic ie n t c a p ita l or are unw illing to  spend such a 
large amount o f th e ir  lim ited  funds fo r semething th a t is  not an 
essentia l need. (A heater is  essentia l but replacing i t  is  not unless 
i t  breaks.) Another factor is  the fa c t th a t many people s t i l l  do not 
know enough about the new technology.
The need fo r e f f ic ie n t  heating equipment in  ru ra l Alaska is  very 
s ig n ific a n t. The Alaskan Statewide Housing Needs Study, Phase I  
Report, November, 1982, indicated th a t there were 7,913 occupied 
housing un its  in  "remote" areas o f the s ta te . The study provided not 
data about the number o f d rip  pot burners. However, RurAL CAP research 
and experience suggests th a t d rip  pot burners or in e ff ic ie n t  burners 
are used in  approximately f i f t y  percent o f these hares.
The study indicated th a t there were 28,355 "rural" housing units in  
Alaska in  1980. I t  would be safe to  conclude that f if te e n  to  
tw enty-five percent o f these use d rip  pot heaters or in e ff ic ie n t  
burners.
The Department o f Energy w eatherization program does allow replacement 
o f d rip  pot heaters and o i l  burners. However, th is  measure has only 
been authorized in  since 1986. In  add ition, though many people could 
use the new technology, lim ited  funds often prevent the program from 
supplying the heaters-. Though several items can q u a lify  under the 
energy saving guidelines, ccmfort is  o ften a consideration chat 
dicta tes in s ta llin g  new windows and doors instead o f replacing the 
heating u n it .
I t  is  d i f f ic u l t  to  pred ict the number o f ru ra l people who would use a 
loan program. Previous energy conservation loan programs have not 
served ru ra l people w ell because they were d i f f ic u l t  to apply fo r and 
to  obtain since many people could o ffe r  no c o lla te ra l.  Lack o f 
information has also been a fac to r.
Borrowing money has also been inconsistent/w ith  native c u ltu ra l habits 
though many do get loans to  purchase connercial fish ing  equipment.
PROPOSAL BENEFITS: #  ''
A la v  in te re s t revolving loan fund would enat >e people to s ig n ific a n tly  
reduce th e ir  heating o i l  consumption and save money. In  order to be 
most e ffe c tiv e , the program should be operated through agencies that



have regular o n -s ite  contact w ith  ru ra l people. This would ensure that 
the program was w ell public ized. I t  would also help ensure repayment 
o f the loans.
Quite l ik e ly ,  the program would have a high d e fau lt ra te . Even so, the 
state should view the program as a way to  help ru ra l residents deal 
with high energy b i l ls  in  a more productive way than by g iving grants 
or subsidies.
A loan program would have the add itiona l b en e fit o f giving ru ra l people 
a degree o f ownership o f th e ir  problem. I t  would provide an incentive 
to  take re sp o n s ib ility  fo r th e ir  s itua tio n  and provide a way fo r them 
to help themselves.
"'T4ANCIAL ANALYSIS:

Two scenarios would be feas ib le . One option would provide a $100,000 
fund to  one agency. A second option would appropriate $500,000 which 
should be d is trib u ted  to  several agencies.
The attached rough calculations evaluate a ten year period. A fte r the 
eighth year loans would not be made. C ollection  e ffo rts  would continue 
u n t i l  the end o f the tenth year. A l l  remaining funds would be returned 
to  the State and the program would end.
These calculations assume the follow ing:
1. Each loan would be fo r $1000, 2.5 years, a t  5% ir 'e r e s t .

Repayment o f the loan would be monthly.
2. The fund would be banked so as to  draw in te re s t a t 10%.
3. Costs o f operating the program would be 15% o f the amount loaned 

fo r th a t year. A fte r the eighth year i t  would be a fixed  amount.
4. A l l  loans would be made a t the beginning o f the year. (This 

would l ik e ly  not be the case but i t  s im p lifies  ca lcu la tions.)
5. The d e fau lt schedule would be: 50% repaying the complete loan.

15% repaying 75% o f the loan.
15% repaying 50% o f the loan.
10% repaying 25% o f the loan.
10% repaying 0% o f the loan.

\
Given these assumptions, a $500,000 fund would enable the state to  
finance approximately 1164 un its  fo r a to ta l cost o f $385,281.00. A 
$100,000 fund would finance approximately 225 units fo r a to ta l cost o f 
$82,125.
A larger program could be in s titu te d  i f  demand for the loans warranted 
i t  and the s ta te  chose to  do so.



STEVE CO. 'PER, GOVERNOR

O F F IC E  O F  T H E  G O V E R N O R  p  o . b o x  a d
JUNEAU. ALASKA 99811

O F F I C E  O F  M ANA GEM ENT  AND BUDGET

D IV IS IO N  OF POLICY

A p r i l  1 , 1987

PHONE: (907) 465-3568

The H onorab le  Dave D onley
R e p re s e n ta t iv e
A laska  S ta te  L e g is la tu r e
P .O . Box v
Juneau, AK 99811
SUBJECT: HB 182 —  Power Cost E q u a liz a t io n  
D ear R e p re s e n ta t iv e  D onley:

A t th e  March 26 Labor & Commerce Com m ittee h e a r in g  on HB 182, 
R e p re s e n ta t iv e  Koponen re q u e s te d  t h a t  o ur o f f i c e  p ro v id e  a d d it io n a l  
in fo rm a tio n  and comments on s e v e ra l iss u e s  ra is e d  d u r in g  th e  
h e a r in g .

Cu rren t R u ra l P ow e r R a te s

A ttachm ent 1 p ro v id e s  a l i s t  o f  power ra te s  f o r  r e s id e n t ia l  and 
com m ercia l custom ers o f  re g u la te d  r u r a l  u t i l i t i e s .  R ate  
in fo rm a tio n  f o r  u n re g u la te d  u t i l i t i e s  is  n o t r e a d i ly  a v a i la b le ;  
how ever, th e  ra te s  shown in  A ttachm ent 1 p ro v id e  a good sample o f 
u t i l i t i e s  th ro u g h o u t th e  s t a t e .
The f i r s t  t a b le  in  A ttachm ent 1 is  from  th e  A laska  Power A u th o r ity  
and shows t o t a l  power c o s ts , r a th e r  th an  custom er r a te s ;  PCE 
payments a re  n o t r e f le c t e d  in  th es e  f ig u r e s .  PCE ra te s  a re  shown 
in  th e  second t a b le ,  p ro v id e d  by th e  A ir ska P u b lic  U t i l i t i e s  
Commission.
An im p o rta n t p o in t  co n cern in g  custom er ra te s  under th e  PCE program  
is  t h a t  custom ers pay more th a n  th e  8 .5  c e n ts  p e r  kWh s p e c if ie d  in  
th e  PCE s t a t u t e s .  T h is  8 .5  ce n t f ig u r e  a p p lie s  to  th e  c a lc u la t io n  
o f  th e  PCE r a t e  p a id  to  u t i l i t i e s ,  n o t d i r e c t l y  to  th e  custom er 
r a t e .  The averag e r a te  p a id  by r e s id e n t ia l  custom ers under th e  PCE 
program  is  about 13 ce n ts  p e r kWh.

ARECA.EgE-EroBQsal

At th e  March 26 h e a r in g , M r. Ken Johnson, re p re s e n tin g  th e  A laska  
R u ra l E l e c t r i c a l  C o o p e ra tiv e  A s s o c ia tio n  (ARECA), proposed an
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a l t e r n a t iv e  method o f  a l lo c a t in g  reduced fu n d in g  f o r  th e  PCE 
program . M r. Johnson's p ro p o sa l in c lu d e d  th e  fo l lo w in g  e lem e n ts :

• R a ise  th e  c u r re n t  PCE f lo o r  o f  8 .5  cents  p e r k i lo w a t t -h o u r  
(kWh) to  1 1 .2 5  cents  p e r kWh, w hich M r. Johnson in d ic a te s  is  
th e  c u r re n t  r a te  p a id  by F a irb a n k s  r e s id e n t ia l  custom ers.

• I f  th e  p re v io u s  s tep  is  not s u f f ic ie n t  to  meet fu n d in g  
r e s t r ic t io n s ,  th en  reduce th e  95 p e rc e n t m u l t ip l i e r  in  
p re s e n t law  to  90 p e rc e n t.

• I f  th e  p re v io u s  two step s  a re  no t s u f f ic ie n t  to  meet fu n d in g  
r e s t r ic t io n s ,  reduce th e  c u rre n t  750 kWh p e r month cap fo r  
r e s id e n t ia l  and com m ercial custom ers to  500 kWh.

The A las k a  Power A u th o r ity  (APA) has e s tim a te d  th e  fu n d in g  
re d u c tio n s  w hich would r e s u l t  from  each o f  th e  e lem ents  in  th e  
ARECA p ro p o s a l. F or purposes o f  com parison, HB 182 w ould reduce  
th e  c o s t o f  th e  PCE program  by about $ 5 .8  m i l l io n .
R a is in g  th e  PCE f lo o r  from  8 .5  cents  p e r kWh to  1 1 .2 5  cen ts  p e r kWh
would reduce th e  fu n d in g  re q u ire m en t by about $ 3 .9  m i l l io n .
Reducing th e  95 p e rc e n t m u l t ip l i e r  to  90 p e rc e n t , w ith  a PCE f lo o r  
o f  1 1 .2 5  c e n ts , would save about $ 6 0 0 ,0 0 0 , fo r  a combined savings  
o f  about $ 4 .5  m i l l io n .  Thus, in  o rd e r  to  meet th e  PCE fu n d in g  
l e v e l  in c lu d e d  in  th e  G o ve rn o r's  FY 88 b u d g et, an a d d i t io n a l  $ 1 .3  
m i l l io n  w ould have to  be d e le te d  from  th e  program . A cco rd in g  to  
ARECA's p ro p o s a l, th e  n ex t s te p  would be to  lo w er th e  750 kWh p er 
month cap to  500 kWh. However, lo w e rin g  th e  consum ption cap would 
r e s u l t  in  a program  co st re d u c tio n  o f  a p p ro x im a te ly  $ 2 .7  m i l l io n  —  
much more th an  th e  $ 1 .3  m i l l io n  re q u ire d . •;
I t  appears t h a t  in  o rd e r to  match th e  G o vern o r's  proposed fu n d in g  
l e v e l ,  th e  most w orkab le  v a r ia t io n  o f  th e  ARECA p ro p o s a l would be 
to  r a is e  th e  PCE f lo o r  to  1 1 .2 5  cen ts  and lo w er th e  consum ption cap
from  750 to  500 kWh p e r month. T h is  would produce a t o t a l  co st
re d u c tio n  o f  about 5 .6  m i l l io n .  I f  n ecessary , th e  95 p e rc e n t  
m u l t i p l i e r  co u ld  be reduced by one o r two p e rc e n t to  match th e  
proposed fu n d in g  le v e l .  I f  th e  consum ption cap were n o t reduced to  
500 kWh p e r  month, th e  m u l t ip l i e r  would have to  be reduced to  about 
85 p e rc e n t to  match th e  proposed fu n d in g  le v e l .
R a to  Im pacts o f the A REC A  p ro p o sa l

The ARECA p ro p o s a l would r e s u l t  in  what we f e e l  a re  u n a ccep tab le  
r a te  im pacts  f o r  r e s id e n t ia l  custom ers. R a is in g  th e  PCE f lo o r  to
1 1 .2 5  cen ts  would re q u ire  a r a te  in c re a s e  f o r  a l l  custom ers o f  2 .7 5  
cents  (1 1 .2 5  -  8 . 5 ) .  A t an average r e s id e n t ia l  r a te  o f  13 cen ts  
p e r kWh, t h is  would amount to  a r a te  in c re a s e  o f  21 p ercen t-.
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The e f f e c t  o f  re d u c in g  th e  95 p e rc e n t m u l t ip l i e r  would v a ry  
depending on th e  PCE r a te  o f  each u t i l i t y .  U sing th e  A laska  
V i l la g e  E le c t r i c  C o o p e ra tiv e  (AVEC) as a m id -ran g e  exam ple, 
re d u c in g  th e  m u l t i p l i e r  to  85 p e rc e n t would re q u ire  an a d d it io n a l  
r a te  in c re a s e  o f  about 16 p e rc e n t, f o r  a t o t a l  r a te  in c re a s e  o f  
about 40 p e rc e n t .  I f  th e  consum ption cap were reduced to  500 kWh 
w h ile  le a v in g  th e  m u l t ip l i e r  a t  95 p e rc e n t , r a te  in c re a s e s  fo r  most 
r e s id e n t ia l  custom ers would be l im i t e d  to  th e  21 p e rc e n t re q u ire d  
by r a is in g  th e  f lo o r  to  1 1 .2 5  c e n ts .
In  com parison to  HB 182, th e  ARECA p ro p o s a l fa v o rs  la rg e  com m ercial 
custom ers and community f a c i l i t i e s  a t  th e  expense o f  s m a ll 
r e s id e n t ia l  custom ers. We a re  f l e x i b l e  in  our approach to  re d u c in g  
PCE fu n d in g ; how ever, we f e e l  s t ro n g ly  t h a t  any changes made to  uhe 
program  must p r o te c t  those custom ers who need th e  program  th e  m ost. 
These a re  th e  s m a ll r e s id e n t ia l  custom ers w ith  l im i t e d  cash 
incom es, who m ight use o n ly  2 -3 0 0  kWh p e r month. Under th e  ARECA 
p ro p o s a l, th e s e  custom ers would fa c e  r a te  in c re a s e s  o f  20 -  40 
p e r c e n t .
Th e  ” 2 0 0  kW h PC E " P ro p o s a l

R e p re s e n ta t iv e  Koponen a ls o  asked t h a t  we comment on th e  p ro p o s a l 
made by M r. A lan  M i t c h e l l ,  under which PCE custom ers would be 
p ro v id e d  f r e e  e l e c t r i c i t y  up to  a le v e l  o f  a p p ro x im a te ly  200 kWh 
p e r m onth. W h ile  we support M r. M i t c h e l l 's  o b je c t iv e  o f  in c re a s in g  
in c e n t iv e s  f o r  th e  use o f  e f f ic ie n c y  and c o n s e rv a tio n  m easures, h is  
p ro p o s a l in v o lv e s  a m ajo r r e d is t r ib u t io n  o f  PCE b e n e f i ts  from  
la r g e r  to  s m a lle r  PCE custom ers. F or exam ple, a custom er us ing  
o n ly  200 kWh p e r month would b e n e f i t  g r e a t ly  from  t h is  concept, 
w h ile  a custom er u s in g  500 kWh o r more p e r month would p ro b a b ly  
fa c e  s u b s ta n t ia l  in c re a s e s  in  power c o s ts . T h is  p ro p o s a l goes w e ll 
beyond th e  r e s t r u c tu r in g  o f  th e  PCE program  in  HE 182, and we do 
not recommend t h a t  th e  p ro p o s a l be ad o p ted .
The  D ie se l "L ow -Load " P rob lem

R e p r e s e n t a t i v e  K o p o n e n  r a i s e d  t h i s  i s s u e  i n  r e s p o n s e  t o  Mr. 

M i t c h e l l ' s  t e s t i m o n y  o n  t h e  b e n e f i t s  o f  e f f i c i e n c y  a n d  c o n s e r v a t i o n  

m e a s u r e s .  E s s e n t i a l l y ,  t h e  p r o b l e m  is t h a t  m o s t  d i e s e l  g e n e r a t o r s  

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

l o a d s  o f  20 o r  30 p e r c e n t ,  f u e l  e f f i c i e n c y  d e c l i n e s  a n d  m a i n t e n a n c e  
p r o b l e m s  c a n  d e v e l o p .  R e p r e s e n t a t i v e  K o p o n e n  e x p r e s s e d  c o n c e r n  

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

r e d u c i n g  l o a d  l e v e l s .

T h is  is  a v a l id  concern which must be co n s id e red  on a ca s e -b y -c a s e  
b a s is , depending on th e  g e n e ra tio n  c a p a c ity  and lo ad  c h a ra c te r ­
i s t i c s  o f  each u t i l i t y .  However, we b e lie v e  t h a t  c o n s e rv a tio n
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measures can p la y  s t i l l  p la y  a m ajor r o le  in  h o ld in g  down r u r a l  
power c o s ts , f o r  s e v e ra l reaso ns . F i r s t ,  a lth o u g h  d ie s e l  f u e l  
e f f ic ie n c y  does d e c lin e  somewhat a t  lo w er lo a d s , w ith  th e  h ig h  co st 
o f  f u e l  in  most v i l la g e s ,  u t i l i t i e s  can s t i l l  o b ta in  s u b s ta n t ia l  
sav in g s  by re d u c in g  o r l im i t in g  grow th  in  power demand.
Second, w h ile  many r u r a l  u t i l i t i e s  te n d  to  have o v e rs iz e d  
g e n e ra to rs , o th e rs  a re  n e a rin g  t h e i r  g e n e ra tio n  c a p a c ity  and w i l l  
have to  a c q u ire  a d d it io n a l  u n its  u n less  demand grow th can be 
l im i t e d  by c o n s e rv a tio n  o r o th e r  m easures. Second, d ie s e l  
g e n e ra to rs  a re  re p la c e d  r e la t i v e l y  f r e q u e n t ly  in  com parison to  th e  
la r g e r  power p la n ts  used in  urban a re a s . W h ile  c o n s e rv a tio n  may 
not be as e f f e c t iv e  in  a v i l l a g e  w ith  an o v e rs iz e d  g e n e ra to r , i t  
can e n a b le  th e  u t i l i t y  to  purchase a s m a lle r  g e n e ra to r  to  re p la c e  
th e  o v e rs iz e d  u n i t  when i t  wears o u t .
T h ir d ,  some typ es  o f  c o n s e rv a tio n  measures can h e lp  to  reduce th e  
lo w -lo a d  p ro b lem . In  many v i l la g e s ,  t h is  is  a seaso n a l summer 
problem  because loads a re  h ig h  in  th e  w in te r  and low in  th e  summer. 
By t a r g e t in g  c o n s e rv a tio n  measures a t  e l e c t r i c a l  uses which 
c o n tr ib u te  to  th e  w in te r  peak, such as l ig h t in g ,  th e  w ide swings in  
seaso n a l demand can be reduced .
The b e s t s o lu t io n  to  th e  lo w -lo a d  problem  is  th e  use o f  two o r more 
g e n e ra to rs  in  s e r ie s ,  which a llo w s  a u t i l i t y  to  use a s m a ll 
g e n e ra to r  d u r in g  i t s  d a i ly  o r seasonal low p o in ts  in  demand, then  
b r in g  a d d i t io n a l  u n i t ( s )  as demand in c re a s e s . T h is  lo a d  fo llo w in g  
p ro ced u re  is  used by most o f  th e  la r g e r  r u r a l  u t i l i t i e s ,  b u t is  not 
y e t  em ployed by many s m a lle r  u t i l i t i e s .

I  hope t h is  in fo rm a tio n  is  h e lp f u l .  P le ase  l e t  me know i f  we can 
be o f  f u r t h e r  a s s is ta n c e .

* *

S in c e re ly ,

tfack K re in h e d e r 
S e n io r A n a ly s t
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MEMORANDUM
9075618584- 9074653585

State of Alaska
TO: Jack Kreinhecier, Senior Analyst d a t e : March 31, 1987

Office of the Governor 
Division of Policy

THRU:

P l o a ^ — ' 
f r o m : Gloria Manni, Director

Accounting & Administration

FILE NO.:

T E LEPHONE NO.: ~U?\-^'L '[0

s u b j e c t : power Cost Equalization 
Program v'PCTP)
Analysis of FY88 Funding 
Requirements

As per your request, the attached schedule summarizes the projected 
program requirements under decreasing percentages of power cost equali­
zation provided to utilities per kwh sold and in combination with either 
the existing floor of 8-,5 cents per kwh or a floor of 11.25 cents per 
kwh.

The variance percentages of the subsidy requirement have been calculated 
on the standard sample group of utilities and applied program wide. 
Administrative costs are not Included in the projections.

The alternative closest to the $14,289.1 program funding in the FY88 
Budget of the Governor are achieved by raising the PCEP floor to 11.25 
cents per kwh and decreasing the percentage of power cost equalization 
provided per kwh sold to 85% and 80%.

Please call me if you have any questions.

GM:tg

cc: R.E. LeResche, Director, Alaska Power Authority

8545/DD19/1
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A l a s k a  P o w e r  A u t h o r i t y

POWER COST EQUALIZATION PROGRAM - FY88 
Analysis of Projected Program Requirement 

March 29, 1987

* of 
Power Cc.ts 

x kwh

Power Costs 
8.5 - 52.5if 

x kwh

%
Variance 
From Base

Power Costs 
11,25 - 52.5<£ 

x kwh

/O
Variance 

From Basel

( U
■ (2) -

(3)

95 (A) 19951.5 .0 16053.0 80.46

90 18195.8 91.20 15472.4 77.55

85 17180.2 86.11 14311.2 71.73

80 16170.7 81.05 13425.4 67.29

75 15163.1 76.00 12627.3 63.29

ANALYSIS ASSUMPTIONS:

- 750 kwh x mo x customer
- 70 kwh x mo x resident/community facilities
- Decreasing percentages of power cost equalization provided x kwh 

sold (1)
- Power costs more than 8.5<t and less than 52.5<f x kwh eligible for PCEP 

subsidy (2)
- Power costs more than 11.25^ and less than 52.5<t X kwH eligible for 

PCEP subsidy (3)

Note:

(A) = PCEP subsidy requirements under existing legislation, as presented 
in the Power Authority original FYC3 budget request

8545/DD19/2



T O O T *
" ̂ ’m  - ' ' W ^ -  t;-,p w f ' r '  :<W-'

ATTACHM EN T 1 
1985 Energy Use (Kwh) and Billing Charges ($/Kwh)

ALASKA UTILITIES BY REGION 

(Page 2 of 2)

Residential 

(Average Annual)

CoiT’T'ercl al /1 ndustrl al 

(Average A nnual)

TOTAL 

(Average Annual)
•* Use Bill Charge(1) Use " -Bill C h a r g e d  ) Use Bill v Charge(

Region/Community Utility Kwh/Cust S/Cust. t/Kwh Kwh/Cust. J/Cust. t/Kwh Kwh/Cust. S/Cust• i/Kwh

ARCTIC - NORTHWEST 

A8 Villages AVEC 2,777 1,257 A5.3 1A,007 5,692 A0.6 5,962 2,A67 A1.3
Barrow BU&EC A,953 6AA 13.0 6A,157 5,77 A 9.0 18,981 1,923 10.1
Deadhorse AUI 0 0 0 656,851 167,A31 25.A 656,851 167,A31 25.A
Kotzebue KtEA 6,01(6 1,377 22.8 52,3*0 11,1A9 21.3 1A ,106 30,79A 2 i .8
Nome NJUB 5,39a 1,041 19.3 29,889 A72 15.8 10,60A 7,085 19.6
Unalakleet UVEC 5,198 1,160 22.3 31,930 6,761 21.1 10,759 2,326 21.6

Regional Average 3,967 1,1*5 33.1 50,722 8,195 21.2 32,927 5,752 29.9

SOUTHWEST

Anlak APC 3,787 1 ,63A A3.2 35,310 13,386 37.9 9,165 3,638 39.7
Bethel BUC 5,079 970 19.1 58,598 9,832 16.8 13.A95 2,363 17.5
Cold Bay G&K 15,276 3,207 21.0 61,537 13,171 21 .A A 2 ,371 9,0*8 21.A
D 1 111ngham NEC 5,251 1,069 20.A 27,927 5,300 19.0 10.7A0 2,111 19.7
Egegik EL&P 3,7A0 2,131 57.0 7,152 A,076 57.0 A,685 2,670 57.0
Levelock (3) LEC 3,825 2,173 57.9 12.2A0 6,391 53.2 6,350 3,123 50.1
McGrath MGL&P 3,359 1 ,22A 36.A 13,596 5,165 38.0 8,089 3,0A5 37.6
Naknek NEA 5,961 1,377 23.1 30,775 7,101 23.1 1A ,139 3,26A 23.1
Napaklak (3) NHC 3,22A 983 30.5 1A.A25 A,502 31.2 A,21A 1 ,29A 30.7

Regional Average 5,106 1,151 23.A 36,089 7,5AA 2A.0 15,808 2 ,6A6 22.8

Alaska Average 9,027 801 1A.3 7A,72A 5,916 9.2 19,363 1,693 9.5

NOTE: (1) These charges do not reflect the actual costs to consumers of utilities eligible under the State Power Cost Equalization Program.

(2) Regional averages are weighted by population,

(3) E: Estimated.

<n•si

ALASKA POWER AUTHORITY 12/86
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O'c» 1 9 8 5  E n e r g y  U s e  (K w h )  a n d  Billing C h a r g e s  ( 4 / K w h )  
ALASKA UTILITIES BY REGION 

(Page 1 of ?)

Reqion/Communi ty  Ut( I i t y

Residential 
(Average Annual)

Use. 
Kwh/Cust.

B i l l
S/Cust.

C h a rg e d ) 
t/Kwh

Commercial/Industrial 
(Average Annual)

Use
Kwh/Cust.

B i l l
S/Cust.

C h arg ed ) 
t/Kwh

TOTAL 
(Average Annual)

Use
Kwh/Cust.

B i l l
S /Cust.

Charged ]
t/Kwh

SOUTHEAST
AP&T ( I n c l .  Tok) AP&T
Auke Bay CHEA
5 Vi 11 ages THREA
Haines HL&P
Juneau AEL&P
Ketchikan KPU
M etlakatla MP&L
Petersburg PMP&L
Si tka SED
Wrangel1 WML&P
Yakutat YPI

Regional Average (2]

SOUTHCENTRAL
Kodiak KdEA
Port Lions KdEA
Anchorage AHL&P

» CEA
HEA

Cordova CEC
Glennallen CVEA
Homer HEA
Seward SES
Valdez CVEA

Regional Average

YUKON
Fai rbanks FMUS

CVEA
Fort Yukon CZUC
Hanley Hot Springs MUC
Northway NP&L
Tanana TPC

Regional Average

A ,780 789 16 .5 22,580 3,424 15.2 11,086 1,679 15.1
11 ,3«»6 1,639 14.4 39,161 2,741 7.0 14,496 1,923 13.3

5,227 1,829 3 5 .0 23,563 8,483 36.0 8,925 3,122 35 .0
5,833 1,102 18.9 25,966 4,385 16.9 10,666 1,806 16.9

12,695 922 7.3 50,858 3,830 7.5 21,019 1,545 7 .3
9,777 909 9 .3 47,818 4,339 9.1 15,836 1,455 9.2

17,186 1,0*f 7 6.1 116,395 11,902 10.2 30,709 2,543 8.3
6,414 691 10.8 60,839 6,030 9 .9 14,544 1,489 10.2

10,997 746 6.8 63,876 4,156 6.5 22,796 1,499 6.6
5,611 865 15.4 24,083 2,714 11.3 10,818 1,399 12.9
7,008 1,339 19.1 62,286 9,964 16.0 14,419 2,498 17.3

10,395 954 10.3 49,376 4,398 9 .9 18,055 1,623 9 .9

6,037 1,026 17 .0 58,947 9,137 15.5 20,108 3,016 15.0
3,637 655 18.0 8 ,909 1,532 17.2 5,065 912 18.0
7,360 <» 87 6.6 120,659 7,155 5 .9 26,820 1,641 6.1
9,658 640 6.4 76,199 4,524 5 .9 16,352 1,043 6.4

11,762 1,057 9 .0 60,711 4,330 7.1 15,965 O'CN1 9 .0
5,688 1,378 24.2 27,538 5,262 19.1 13,346 2,709 20.3
4 , 941 998 20.2 , 58,965 9,788 16.6 17,673 3,057 17.3

10,926 871 8 .4 103,728 6,797 6.5 23,690 1,723 7.3
10,040 1,014 10.1 35,415 3,391 9 .5 19,021 1,869 9.8

7,99*1 1,223 15.3 69,353 9,952 14.3 20,360 3,025 14.5
9,583 742 7 .8 85,587 5,871 7.4 19,505 1,435 7.5

5,862 511 8.7 69,738 6,314 9.1 21,626 1,942 9 .0
8,103 871 10.7 71,935 6,710 9.3 15,503 1,548 10.0
1,841 801 43 .5 16,614 5,737 34.5 6,233 2,269 36.4
2,400 573 23.8 6,700 1,670 24.9 3,014 730 24.2
3,057 893 29.2 55,059 14,841 27.0 13,198 3,610 27.4
5,068 1,926 38.0 81,684 29,406 36.0 9,600 3,552 37.0
7,613 812 10.8 69,944 6,627 9 .9 16,594 1,650 10.3

ALASKA POWER AUTHORITY 12/86

>



SE-NT B Y :A. P. A. I 3 - 3 1 - 8 7  : 8 = 51 ! 9 0 7 5 6 1 8 5 8 4 -  9 0 7 4 6 5 3 5 6 5 : 3  o

ALASKA PUBLIC UTILITIES COMMISSION-ANNUAL REPORT (Fiscal Year Ending 6/30)

SAW’LE MONTHLY RESIDENTIAL ELECTRIC RATES

(As of December 31. 1985 - Fuel Cost Rate Adjustments Included Where Available)

COMMUNITY
100
KWH

500
KWH

1,000
KWH

1,500
KWH

Power Cost ,,,
Equalization1 ' UTILITY SERVING COFKJNITY

Anchorage i 10.45 i 34.16 J 63.83 S 93.49 Municipal Light 4 Power
Department, Munlclpollty of 
Anchorege d/b/a

Anchorage 11.59 36.01 66.52 97.04 Chugsch Electric 
Association, Inc.

Andreanof 55.00 200.00 325.00 450.00 26.506/KVH Andr**nof Electric Corporation

Angoon 37.06 175.90 337.70 499.50 21.936/KWH Ti ir  -Halda Regional 
Electrical Authority

Anlok 42.48 202.68 395.63 588.58 22.356/KWH Anlak Light and Power 
Company, Inc.

AVEC
Communities

44.15 220.75 441.50 662.25 29.696/KWH Alaska VIIlage Electric 
Cooperetlve, Inc.

Barrow 15.00 66.00 121.56 177.12 Barrow Utilities and Electric 
Cooperative, Inc.

Bethel 22.58 93.46 173.86 254.27 7.266/KWH Bethel Utilities 
Corporation, Inc.

Betties 49.50 247.50 495.00 742.50 35.196/KWH Bettlos Light 6 Power, Inc.

Contral 50.89 254.45 508.90 763.35 33.386/KWH Far North UtilItles

Chuathbaluk 59.00 295.00 590.00 885.00 41.806/KWH Middle Kuskokwlm Electric 
Cooperative, Inc.

Chugiak 18.44 52.18 94.35 133.01 Matanuska Electric 
Association, Inc.

t

Cold Bay 36.15 140.75 271.50 402.25 15.436/KWH G 4 K, Inc.

Copper Center 26.40 100.10 185.10 270.10 Copper Valley Electric 
Association, Inc.

Craig 21.28 92.84 182.29 271.74 7.416/KWH Alaska Power 4 Telephone 
Ccmpony

Crooked Creek 59.00 295.00 590.00 885.00 41.806/KWH Middle Kuskokwlm Electric 
Cooperative, Inc.

Delta Junction 19.99 59.93 101.11 142.29 Golden Valley Electric 
Association, Inc.

Dl 11 Ingham 26.57 100.34 186.70 273.18 9.646/KWH Nushagak Electric 
Cooperative, Inc.

Douglas 15.50 49.50 92.00 134.50 Alaska Electric Light 4 Power 
Company

Eagle River 18.44 52.18 94.35 t33.01 Matsnuske Electric 
Association, Inc.

Egegik 54.79 273.95 547.90 821.85 33.326/KWH Egegik Light and Power 
Homer Loe Leonerd d/b/a

Fairbanks 19.99 59.93 101.11 142.29 Golden Valley Electric 
Association, Inc.

Fort Yukon 45.01 165.09 277.69 390.29 18.666/KWH Gwltchyaa Zhee Utility Company

*'*State assistance credited to custcner bills on a conts/KWH basis for consumption 
up to 750 KWH per customer.
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ALASKA PU B L IC  U l’I L I T I E S  COM M ISSION

1
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SAMPLE MONTHLY RESIDENTIAL ELECTRIC RATES (CONY.)
(As of December 31, 1985 - Fuel Cost Rale Adjustments Included where Available)

COFfONITY
100
KWH

500KWH 1,000KWH 1,500KWH Power Cost EqualI ration(1) UTILITY SERVING COMMUNITY
Gl ennal1 on $ 20.40 $100.10 $185.10 $270.10 Copper Valley Electric 

Association, Inc.

Halnos 25.45 90.45 165.93 236.68 .05946/KWH Haines Light L Power 
Company, Inc.

Hal(but Cove 23.32 57.62 100.50 143.38 Hsmar Electric
Association, Inc.

Healy 19.99 59.93 101.11 142.29 Goldan Vallay Electric 
Association, Inc.

Fbmer 22.27 52.41 90.08 121.63 Hamer Electric
Association, Inc.

Hc-inah 37.06 175.90 337.70 499.50 21.936/KWH TlInglt-Halda Regional 
Electrical Authority

Hope 11.59 . 36.01 66.52 97.04 Chugach Electric 
Association, Inc.

Hydabu.’g 27.64 121.52 238.87 356.22 14.836/KWH Alaska Power L Tslephone 
Company

111 anna 45.57 227.85 455.70 683.55 26.026/KWH l-N-N Electric
Cooperetlve. Inc.

Junoau 15.50 49.50 92.00 134.50 Alaska Electric Light & Power 
Company

Kake 37.06 175.90 337.70 499.50 21.936/KWH Tlinglt'Haida Regional 
Electrical Authority

Kasaon 37.06 175.90 337.70 499.50 21.936/KWH TlInglt-Haida Regional 
Electrical Authority

Kenal 22.27 52.41 90.08 121.63 Homer Eloctrlc
Assoc let Ion, Inc.

Klavock 37.06 175.90 337.70 499.50 21.936/KWH Tlingit-Heida Regional 
Electrical Authority

Kodiak 14.93 67.15 120.20 170.75 Kodiak Electric
Association, Inc.

1
Kotzebue 31.60 111.76 211.96 312.16 9.986/KWH Kotzebue Electric 

AssoclatIon, Inc.

| Lovelock 52.00 260.00 520.00 780.00 41.806/KWH Levelock Electric 
Cooperative, Inc.

Hanokotak 30.00 150.00 300.00 450.00 21.106/KWH Hanokotak Power Company

j McGrath 39.95 188.27 361.54 534.81 28.266/KWH McGrath Light $ Power Company

' Moose Pass 11.59 36.01 66.52 97.04 Chugach Electric ■ 
Association, Inc.

| Napaklak 47.00 235.00 470.00 705.00 38.506/KWH Napaklak Irclnaq Power Company

Henana 19.99 59.93 101.11 142.29 Golden Valley Electric 
Association, Inc.

| Nlnllchlk 22.27 52.41 90.08 121.63 Homer Electric Association, 
Inc.

l,>Stata assistance credited to customer bills on a cents/KWH basis for consumption 
up to 730 KWH per customer.

in



ALASKA PUBLIC UTILITIES COMMISSION

SAMPLE MONTHLY RESIDENTIAL ELECTRIC RATES (CENT.)
(As of Docember 31, 1985 - Fuel Cost Rata Adjustments Included Where Available)

CCH4JHITY

Worth Pole

Northway

Palmer

Pol lean 

Port Graham

Port Lions 

Rod Devil 

Sand Point 

Seldovla 

Skagway 

Sloetmute 

Soldotna 

Star IIng 

Stony Rivar 

Talkeetna

(2)

Tanana

Taller

Tok/Oot Laka 

Unalakleet 

Yaldax 

Was11 la

100 500 1,000KWH KWH KWH 1 ,500 Power Cost , . .  
KWH Equalization UTILITY SERVING CQIMJHI TV

i  19.99 S 59.93 SI0t.ll 3142.29

27.53 137.65 275.30

18.44 52.18 94.35

412.95 19.03i!/KWH

133.01

15.10 75.50 151.00

23.32 57.62 100.50

226.50 2.99ii/KWH 

143.38

14.93 67.15 120.20 170.85

59.00 295.00 590.00 385.00 41.806/KWH

30.10 142.79 280.44 418.09 6.666/KWH

23.32 57.62 100.50 143.38

24.66 86.29 159.54 232.79 5 .16d/KWH

59.00 :95.00 590.00 885.00 4t .80i£/KWH

22.2J 52.41 90.08 121.63

22.27 52.41 90.08 121.63

59.00 295.00 590.00 885.00 41.80<!/KWH

18.44 52.18 94.35 133.01

44.50 211.90 405.40

53.75 268.75 537.50

598.90 23.326/KWH

806.25 40.376/KWH

25.11 110.60 213.40 306.50 9.316/KWH

32.88 106.40 198.30 290.20 11.626/KWH

23.40 87.00 164.10 240.60

18.44 52.18 94.35 133.01

Golden Valley Electric 
Association, Inc.

Northway Power A Light, Inc.

Hatenuska Electric Association, Inc.
Pal lean Utility Company

Homer EloctrlcAssociation, Inc.
Kodl ik ElectricAssociation, Inc.
Middle Kuskokwim Electric 

Cooperative, Inc.

Sand Point Electric 
Company, Inc.

Homer Ele "trieAssociation, Inc.

Alaska Power A Telephone 
Company

Middle Kuskokwim Electric 
Cooperative, Inc.

Homer ElectricAssociation, Inc.
Homer EloctrlcAssociation, Inc.
Middle Kuskokwim Electric 

Cooperative, Inc.

Matanuske Electric 
Association, Inc.

Tanana Power Company, Inc.

Tel I or Power Company 
Helen M. and Robert 
R. Blodgett d/b/a

Alaska Power A Telephone 
Company

Matanuske Electric 
Association, Inc.

Copper Valiev Electric 
Association, Inc.

Metonuika Electric 
Association, Inc.

^State assistance credited to customer bills on a cents/KWH boils for consumption 
up to 730 KWH per customer.

^Certificate No. 230 was transferred from Pelican Utility Company to Sand Point Electric Company, 
Inc., In 1906.

- 4 9 -

I
I
I

i
t

I

I
\



SENT BY:A. P. A. ! 3-31-87 I 8 = 54 I
to

ALASKA PU B L IC  U T I L I T I E S  COM M ISSION

907561 8584-* a u 7 J6 o Jb o b ;«  a

I 
I

SMPLE MONTHLY RESIDENTIAL ELECTRIC RAHS (CONT.)
(As of Oocembor 31, 1903 - Fuel Cost Rata Adjustments Included Whar* * all able)

C0W4JNITY
100
KWH

500
KWH

1,000 KWH 1,500 Power Cost
.(DKWH Equal I rat Ion UTILITY SERVING COWUNITY

Whitt Jar

Willow

Yakutat

S 11.59 3 36.01 1 66.52 I 97.04

18.44 52.18 94.35 133.01

24.06 98.50 183.80 264.10 7.17̂ /KWH Yakutat Povar, Inc.

Chugach Eloctrlc 
Association, Inc.

Katanuska Eloctrlc 
Association, Inc.

I
1
1
Ia
ia (i)State assistance credited to customer bills on a eants/KWH basis for conswnptlon 

up to 750 KWH per customer.
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