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Power Cost Equalization Rate Impacts 
for AVEC Villages
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Power Cost Equalization Rate Impacts  
From Reduced State Appropriations

Alaska Village Electric Cooperative (AVEC)

FY 87 PCE Rate (Avg) =
FY 87 Customer Rate (avg)

Total Power Cost =

25 .2  Cents/kWh 
9.5 Cents/kWh

3 4 .7  Cents/kWh

FY 88 
State 

‘.pprooriation

Reduction 
from FY 87 Revised

(SOOO's)

Prorated Customer Rate 
Percentage of PCE Rate Increase Percentage 

fPercentaqe) Full Funding (c e n ts /k W H ) (c e n ts /k W H ) Rate Increase

13,840.8 0.0 0% 81% 20 .4 4.8 50%
12,456.7 1,384.1 10% . 75% 18.8 6.4 67%
11,764.7 2 ,0 ‘, o.1 15% 71% 18.0 7 .2 76%
11,086.9 2,753.9 20% 68% 17.1 8.1 85%
10,380.6 3,460.2 25% 65% 16.3 3.9 94%

9,688.6 4,152.2 3 0 % 61% 15.4 9.8 103%
3,996.5 4,844.3 3 5 % 58% 14.6 10.6 11 2%
8,304.5 5,536.3 4 0% 54% 13.7 11.5 121%
7,612.4 6,728.4 4 5 % 51% 12.9 12.3 130%
5,920.4 6,920.4 50% 48% 12.0 13.2 139%

JK/Division of Policy 
1 / 7 / 8 7
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No. ISTATE OF ALASKA 1987 LEG ISLAT IVE SESSION
FISCAL NOTE Bil1 Version: HB 182

P u b l i s h  Date: HOUSE 3/16/8'

^  REQUEST
Bill/Resolution No. :
Tide : An Act Related to the Power
Cost Equa liza tion  Program

Sponsor ;Covcrnor*1>tevc‘ (fo»»per
Requestor:____________________
Date of Request:.

FISCAL DETAIL
Agency Affected: ALjufcrL.Fpw.er ..Authority
b r u  : -m-.Qfl^2A-a^na_____________ _ _ _

Components : Power Cost Equa liza tion 
Program

EXPENDITURES/REVENUES : (T'lousanda of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
1 Ah/D & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

.. 0*0.. _ 13*259.ZL_ JJl*759.,2J . (5 .7 99 .7 ) (5 .7 9 9 ,7 ) . (5 ,799 .7 )

. .Q.,(L_ _ -15.*299.l 7 ) . J5.*Z99..7_) . . .(5*799.7) ... ( 5 , 7 9 5 . 7 )

TOTAL OPERATING \

C A P IT A L zr
REVENUE

■ w u m n m B H

!

u

FUNDING : (Thousands o f Dollars)
G E N E R A L  F U N D  

F E D E R A L  F U N D S  

O T H E R

•riTFAL.. _____________

rvss- isv»*r». jCTjr-y
C.O (5,759.7) (5,799.7) 1 (5,799.7) (5,799.7) (5,795.7)

______________  1

. . . ............... . ..........................

* J L t i a a £ = L U J

POSITIONS :w v .T tJ .
FULL-TIME

jejosaE&ri-i. •A-jcgrcz to® la ■ ruxmm.iZBcrax

p a r t -t i m e  ;

T E M P O R A R Y  ri n jaamia>raigB»- Lt o»wwr:nauw
A N A L VSIS : Attach a separate page if nsc&stsy

The le g is la t io n  nould rcCuco ttie funding requi rements of the Power Cost Eaua lita tion  Program in 
FY 88 by an estimated 55,70'!.7 through re s tr ic t io n s  on e l ig ib le  consumption leve ls  and customers. 
R iis  reduction is already included in the Governor's Budget. Cost savings in FY 89-97 would 
probably be la rge r than in FY 83, but are d i f f i c u l t  to estimate accu ra te ly; the re fo re , the FY 88 
estimate is used fo r each of these years. (See attached schedule fo r d e ta il.)

Phone : T‘6i -7210____________
Date: —IL IM IZ____________
Date •___3/1Q/8?_____________

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ics) page — of — —  9/16/86

Prepared by: .ClaUiUiaaaJUJl iX££LOC. 
Division :

Executive D ire c to r
Approved by 9ojra?u«iotter-:
Agency : ALflsLa Piivt-.r. A iithnrLLY —QC



No. 1 
KB 182 
3/16/87

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

Customer Class
Residential
Commercial
Community F ac i l i t i e s  

Total Grants 
Administrative Costs 

Total Program Costs 
Funding Carryover 
FY 88 PROGRAM REQUIREMENTS

1 Funding*
Governor's 
Budget**

$12,569.4 $10,809.7
3,790 .8 648.6
3,591 .3 2,693 .5

19,951.5 14,151.8
137.3 137.3

$20,088.8 $14,289.1
-3 ,217 .1 -3 ,217 .1

$16,871.7 $11,072.0

FY 88 Reduction from Ful l Funding Level = $5 ,799.7 

* Ful l program funding required under the exist ing statutes.
** Program funding required under new leg is la t io . .  proposing the fol lowing changes:

Lower residentia l cap from 750 KWH per month to 500 KWH
Lower community f a c i l i t i e s  cap from 70 KWH per month per resident to
50 KWH. Restr ic t e l ig ib le  coiununity f a c i l i t i e s  +o exclude non-essential 
services and buildings.
Lower commercial customer cap from 750 KWH per month to 500 KWH and l imit
e l ig ib le  commercial customers to those using no more than 1,000 KWH per
month.

Page 2 o f  2



No. *STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL. NOTE Bill V e r s i o n :  H B  182

Publish Date: HOUSE 3/16/8,

R EQ U EST F ISCAL DETA IL
Bill/Resolution N o .:
Title : An Ac t Related to the frower
Cost E qua liza t io n  Program

Sponsor:Governor Steve Cowper 
Requestor:_______________________
Dau of Request:.

Agency Afrected: Alaska Power A u th o r ity
b r u  : nn-fifl-yt.-offaflfl -__________

Components : Power Cost Fnual i za tion  
Program

EXPEND ITURES/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

•

,
O.'A. , .... f5 .799 .71 ( 5 . 7 9 9 , 7 ) ( 5 . 7 9 9 , 7 ) ( 5 , 7 9 9 , 7 ) (5 .7 9 9 .7 )

0 , 0 . ( 5 . 7 9 9 . 7 ) ( 5 . 7 9 9 , 7 )  . . ( i§799_. '  • ( 5 , 7 9 9 ,  7 ) ( 5 , 7 9 9 . 7 )
TOTAL OPERATING

CAPITAL

REVENUE

FUNDING : (Thousands of Dollars)
GENERAL FUND 0.0 (5 ,799 .7 ) (5 ,7 99 .7 ) (5 ,799 .7 ) (5 ,799 .7 ) (5 ,7«9.7 )
FEDERAL FUNDS
OTHER
TOTAL 1 n n fe; 7QQ

POSITIONS :
FULL-TIME
PART-miP.
TEMPORARY

ANALYSIS : Attach a separate page if necessary
The le g is la t io n  would reduce the funding requirements o f the Power Cost Equa liza tion  Program in 
FY 88 by an estimated $5,799.7 through re s t r ic t io n s  on e l ig ib le  consumption le ve ls  and customers. 
Th is reduction  is  a lready included in  the Governor's Budget. Cost savings in  FY 89-92 would 
p robab ly be la rg e r  than in  FY 88, but are d i f f i c u l t  to estim ate a ccu ra te ly ; th e re fo re , the FY 88 
estimate is  used fo r  each of these years . (See attached schedule fo r  d e ta il.)
Prepared by : G lo r ia  Manni . D ire c to r 
Division : Accounting A A d m in is tra te

Phone: 261-7210 
Date: v io /« 7

Execu tive  D ire c to r:
Approved by'Commissione f : Bob LeResch 
Agency: Alaska Power A u th o r ity . DCFD

Date: 3/10/87

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) page. of 9/16/86



No. 1 
HB 182 
3/16/87

POWER COST EQUALIZATION PROGRAM (AS 44 .83 .162-165) 
FY 88 PROGRAM REQUIRMENTS

Customer Class
Res ident ia l
Commercial
Community F a c i l i t i e s  

Total Grants 
Administ rat ive Costs 

Total Program Costs 
Funding Carryover 
FY 88 PROGRAM REQUIREMENTS

Ful l  Funding* 
$12 ,569 .4  

3 ,790 .8  
3 ,5 91 .3  

19 ,951 .5 
137.3 

$20 ,088 .8  
- 3 , 2 1 7 .1  

$16 ,871 .7

Governor's 
Budget**
$10 ,809 .7

648 .6
2 ,6 93 .5

14 ,151 .8
137.3

$14 ,289 .1
-3 , 2 1 7 . 1

$11 ,072 .0

**

FY 88 Reduction from Ful l Funding Level = $5 ,799 .7

* Fu l l  program funding required under the ex is t ing  sta tutes .
Program funding required under new l e g i s l a t i o n  proposing the fo l low ing changes:

Lower res iden t ia l  cap from 750 KWH per month to 500 KWH
Lower community f a c i l i t i e s  cap from 70 KWH per month per resident to
50 KWH. Res t r ic t  e l i g ib l e  community f a c i l i t i e s  to exclude non-essentia l 
serv ices and bui ld ings.
Lower commercial customer cap from 750 KWH per month to 500 KWH and l im i t
e l i g i b l e  commercial customers to those using no more than 1,000 KWH per
month.

Page 2 o f  2



ST ' TE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE Bill Version: CSHB 182(L5£)

Publish Date: HOUSE 4/13/87

No. 2

REQUEST
Bill/Resolution N o .: CSHB 182 (L & C) 
T itle : An Act Re lating to the Power" 

Cost Equalization Program_______

Date of Request:.

FISCAL DETAIL

Sponsor": .J jg y firnm L .S lfi^ CfiWPgr .  Requestor: .

AQHievAffa-fA. Alaska Power Authority 
brlj* Department o t  commerce 5 tconomu 

' T i Ti I opmenT ----------
rnmnnn>nf< • Power Cost Equ& I ization* 
 P-rooramJRCEP).

EXPENDITURES/REVENUES : (Thousands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY91 FY 92

PERSONAL SERVICES
TRAVEL
CONfRACTUAL ' x
SUPPLIES
EQUIPMENT
LAND <& STRUCTURES 1GRANTS, CLAIMS 0 u m n w iim K W l l l K H f f i M ■ ro& H am m vnK f t a
MISCELLANEOUS L 1
TOTAL OPERATING 0 (3089 .0 ) I ( 4 496 .7 ) (5470 .4 ) | ( 6433 .5 ) (7600 .7 )

CAPITAL r
REVENUE T ”

FUNDING : (Thousands o f Dollars)
GENERAL FUND _ 0 (3Q89.Q) (4496.71 (5470 .4 ) (6433 ,5 ) (7600 .7 )
FEDERALFUNDS
OTHER
TOTAL r|_ a ■CLfclilMl ■ f&H lKN i uztxmw IN - IOW J I
POSIT IONS :
FULL-TIME
PART-TIME
TEMPORARY .
ANALYSIS : Attach a separate page if i.x*ssary 

The proposed le g i s l a t i o n  would reduce the funding requirements o f  the Power Cost 
Equalization Program through incremental r e s t r i c t i o n s  on e l i g i b l e  consumption 
le v e ls  (See attached schedule f o r  d e t a i l s ) .

Prepared by: Glor ia Manni. D irecto r ------------------------------------- Phnn,  261-7210
Division: Account. & Admin.. Alaska Power Authori ty Da®: Apri l 10, 1987
Approved by Exec: D i r . :  Robert £■ LeResche  Date: ____________________
Agency: Alaska Power Authority _
Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management 3nd Budget 2
Impacted Agency(iej) page - ___ o f —  9/16/S6



ALASKA POWER AUTHORITY 
POWER COST EQUALIZATION PROGRAM 

f-; ,‘JECTED PROGRAM REQUIREMENT BY FISCAL YEAR 
RES,jlVING FROM PROGRAM CHANGES PROPOSED IN CSHB 182

Program
Customers 

A l l  Classes
Community 

F a c i l i t i e s
Total

Subsidy
Admin * 
Costs

Total 
• Program 
Requirement

Requirements
(Reduction)

% $
(88 Pro jected Program 
Requirements Under Exist ing 
Leg is la t ion  ( 1 ) : $ 16 ,360 .2 $ 3 ,591 .3 S 19 ,951 .5 $ 137.3 $ 20 ,088 .8 0 0

'ojected Program 
Requirement Under 
CSHB 182 ( 2 ) :
FY88 13 ,503 .9 3 ,3 58 .6 16 ,862 .5 137.3 16 ,999 .8 (1 5 . 4 ) ( 3 , 0 8 9 . 0 )
FY89 12 ,096 .2 3 ,358 .6 15 ,454 .8 137.3 15,592.1 (2 2 .4 ) ( 4 , 4 9 6 . 7 )
FY90 11 ,122 .5 3 ,3 58 .6 14 ,481 .1 137.3 14 ,618 .4 (2 7 . 2 ) ( 5 , 4 7 0 . 4 )
FY91 10 ,159 .4 3 ,358 .6 13 ,518 .0 137.3 13 ,655 ,? (3 2 .0 ) f 6 , 4 3 3 . 5 )
FY92 8 ,9 92 .2 3 ,358 .6 12 ,350 .8 137.3 12 ,488 .1 (3 7 .8 ) ( 7 , 6 0 0 . 7 )

B. Power Cost Equal ization Program Level o f  Subsidy
1. Customers: 750 kwh x mo

Community F a c i l i t i e s :  70 kwh x mo x resident
2. Customers:

a. FY88, 500 kwh x mo
b. Beginning FY89 reduced by 50 kwh x mo each f i s c a l  year

unt i l  the maximum subsidy is  based on 250 kwh X mo
Community F a c i l i t i e s :  50 kwh x mo x resident ro

o
mi

to

- o  CO
ro

8718/DD21/2
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Original sponsor: Rules/Governor

3Y THE LA30R AND
IN THE HOUSE COMMERCE COMMITTEE

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

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - FIRST SESSION 

A 3 ILL

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 cost 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 o n l y  at full c a p a c i t y ;

(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 182(L&C)
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2eneraticn, 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 :n rural 

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

and community facility customers; representatives of rural electr.c util­

ities believe that elimination or substantial curtailment of the pcwer 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, .ncluding 

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 4y.d3.162(c; is amended to read:

(c) A n  e l i g i b l e  e l e c t r i c  u t i l i t y  is e n t i t l e d  to r e c e i v e  p o w e r  

c o s t  e q u a l i z a t i o n  f o r  a c t u a l  c o n s u m p t i o n  to the e x t e n t  a l l o w e d  u n d e r  

(e) o f  th i s  s e c t i o n  f o r  sal e s  of p o w e r  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 KILOWATI-HOURS 

PER MONTH FOR EACH RESIDENT OF THE COMMUNITY]; and 

CSHB 182(LSC) -2-



(2) [FOR ACTUAL CONSUMPTION OF NOT MORE THAN 750 KILOWATT- 1
HOURS PER MONTH SOLD TO] each customer in all classes served by the j

|

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

subsection.

Sec. 3. AS 44. 8 3 . 162(e) is amended to read:

(e) An electric utility whose custom°rs 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 _50 [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 

[/_ ] 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 Der customer per month until the maximum subsidv is based on the

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

Access to at least 250 kilowatt-hours oer 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 ) C )  

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 c.st 

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

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

-3- CSHB 1 8 2 (L&C)



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 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 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 faci.ities, 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

oavment 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 

bv residential customers and private commercial customers, this state

CSHB 1 8 2 (L&C) -4-



payment applies onlv to the first (insert appropriate amount) k i l o­

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

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

number of kilovatt-hours used each month bv all such facilities in the 

community, up to a maximum of 50 kilovatt-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 c u s­

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 community 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 44.33.162 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- CSHB 18 2 (L&C)
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che commission;

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

been approved by che 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 

t’. electric utility [; OR

(^) THE AUTHORITY DETERMINES THAT APPROPRIATIONS ARE INSUF­

FICIENT TO FINANCE FULL PAYMENTS TO ELIGIBLE ELECTRIC UTILITIES!.
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S U 3 J E C T :  H3 182 —  P o w e r  Co s t  E q u a l i z a t i o n  

D e a r  R e p r e s e n t a t i v e  D o n l e y :

At t h e  M a r c h  26 L a b o r  & C o m m e r c e  C o m m i t t e e  h e a r i n g  on H 3  182, 
R e p r e s e n t a t i v e  K o p o n e n  r e q u e s t e d  t h a t  o u r  o f f i c e  p r o v i d e  a d d i t i o n a l  
i n f o r m a t i o n  a n d  c o m m e n t s  on s e v e r a l  i s s u e s  r a i s e d  d u r i n g  the 
h e a r i n g .

Current Rural Power Rates

A t t a c h m e n t  1 p r o v i d e s  a list of p o w e r  r a t e s  for r e s i d e n t i a l  a n d  
c o m m e r c i a l  c u s t o m e r s  o f  r e g u l a t e d  r u r a l  u t i l i t i e s .  R a t e  
i n f o r m a t i o n  for u n r e g u l a t e d  u t i l i t i e s  is n o t  r e a d i l y  a v a i l a b l e ;  
h o w e v e r ,  the r a t e s  s h o w n  in A t t a c h m e n t  1 p r o v i d e  a g o o d  s a m p l e  of 
u t i l i t i e s  t h r o u g h o u t  t h e  state.

T h e  f i r s t  t a b l e  i n  A t t a c h m e n t  1 is f r o m  t h e  A l a s k a  P o w e r  A u t h o r i t y  
a n d  s h o w s  t o t a l  p o w e r  costs, r a t h e r  t h a n  c u s t o m e r  rates; PCE 
p a y m e n t s  are not r e f l e c t e d  in t h e s e  fig u r e s .  P C S  rat e s  are s h o w n  
in t h e  s e c o n d  table, p r o v i d e d  b y  the A l a s k a  P u b l i c  U t i l i t i e s  

C o m m i s  tion.

An i m p o r t a n t  p o i n t  c o n c e r n i n g  c u s t o m e r  rat e s  u n d e r  the PCS p r o g r a m  
is t h a t  c u s t o m e r s  p a y  m o r e  th a n  the 8.5 c e n t s  p e r  k W h  s p e c i f i e d  in 
the P C E  stat u t e s .  T h i s  8.5 cent f i g u r e  a p p l i e s  to the c a l c u l a t i o n  
of t h e  P C S  rate p a i d  t o  u t i l i t i e s ,  n o t  d i r e c t l y  to the c u s t o m e r  
rate. T h e  a v e r a g e  rate p a i d  b y  r e s i d e n t i a l  c u s t o m e r s  u n d e r  t h e  PCS 
p r o g r a m  is a b o u t  13 c e n t s  p e r  kWh.

ARECA PCE Proposal

A t  t h e  M a r c h  26 h e a r i n g ,  Mr. K e n  J ohnson, r e p r e s e n t i n g  the A l a s k a  
R u r a l  E l e c t r i c a l  C o o p e r a t i v e  A s s o c i a t i o n  ( A R E C A ) , p r o p o s e d  an
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a l t e r n a t i v e  m e t h o d  o f  a l l o c a t i n g  r e d u c e d  f u n d i n g  for t h e  P C E  
p r o g r a m .  Mr. J o h n s o n ' s  p r o p o s a l  i n c l u d e d  the f o l l o w i n g  e l e m e n t s :

• R a i s e  the c u r r e n t  PCE f l o o r  of 8.5 c e n t s  p e r  k i l o w a t t - h o u r  
(kWh) to 11.25 cents p e r  kWh, w h ich Mr. J o h n s o n  i n d i c a t e s  is 
t h e  c u r r e n t  ra t e  p a i d  b y  F a i r b a n k s  r e s i d e n t i a l  c u s t o m e r s .

• If the p r e v i o u s  step is not s u f f i c i e n t  to m e e t  f u n d i n g  
r e s t r i c t i o n s ,  then r e d u c e  the 95 p e r c e n t  m u l t i p l i e r  in 
p r e s e n t  l a w  t o  90 p e r c e n t .

If t h e  p r e v i o u s  two ste p s  are not s u f f i c i e n t  to m ^ e t  f u n d i n g  
r e s t r i c t i o n s , r e d u c e  the c u r r e n t  750 k W h  p e r  m o n t h  c a p  f o r  

r e s i d e n t i a l  a n d  c o m m e r c i a l  c u s t o m e r s  to 50C kWh.

T h e  A l a s k a  P o w e r  A u t h o r i t y  (APA) has e s t i m a t e d  t h e  f u n d i n g  
r e d u c t i o n s  w h i c h  w o u l d  r e s u l t  f r o m  ea c h  of t h e  e l e m e n t s  in the 
A R E C A  p r o p o s a l .  F o r  p u r p o s e s  of c o m p a rison, HB 132 w o u l d  r e d u c e  
t h e  co s t  o f  t h e  P C E  p r o g r a m  b y  a b o u t  $5.8 m i l l i o n .

R a i s i n g  the P C E  f l o o r  f r o m  8.5 cen t s  per k W h  to 11.25 cen t s  p e r  k W h
w o u l d  r e d u c e  the f u n d i n g  r e q u i r e m e n t  by a b o u t  $ 3 . 9  m i l l i o n .

R e d u c i n g  the 95 p e r c e n t  m u l t i p l i e r  to 90 p e r c e n t ,  w i t h  a P C E  f l o o r  

o f  11. 2 5  cents, w o u l d  save a b o u t  $600,000, for a c o m b i n e d  s a v i n g s  
o f  a b o u t  $ 4 . 5  m i l l i o n .  Thus, in o r d e r  to m e e t  the P C E  f u n d i n g  
l e v e l  i n c l u d e d  in the G o v e r n o r ' s  F Y  88 budget, an a d d i t i o n a l  $1.3 
m i l l i o n  w o u l d  h a v e  to be d e l e t e d  f r o m  the p r o g r a m .  A c c o r d i n g  to 
A R E C A ' s  p r o p o s a l ,  the next st e p  w o u l d  be to l o w e r  t h e  750 k W h  p e r  

m o n t h  cap to 500 kWh. However, l o w e r i n g  t h e  c o n s u m p t i o n  cap w o u l d  

r e s u l t  in a p r o g r a m  cost r e d u c t i o n  of a p p r o x i m a t e l y  $ 2 . 7  m i l l i o n  -- 
m u c h  m o r e  t h a n  t h e  $1.3 m i l l i o n  required.

It a p p e a r s  t h a t  in o r d e r  to m a t c h  the G o v e r n o r ' s  p r o p o s e d  f u n d i n g  
level, the m o s t  w o r k a b l e  v a r i a t i o n  of the A R E C A  p r o p o s a l  w o u l d  be 
t o  r a i s e  the P C E  f l o o r  to 11.25 c e n t s  and l o w e r  the c o n s u m p t i o n  c a p
f r o m  750 to 500 k W h  p e r  month. T h i s  w o u l d  p r o d u c e  a t o t a l  co s t
r e d u c t i o n  o f  a b o u t  5.6 m i l l i o n .  If necessary, t h e  95 p e r c e n t  
m u l t i p l i e r  c o u l d  b e  r e d u c e d  by o n e  or two p e r c e n t  to m a t c h  t h e  
p r o p o s e d  f u n d i n g  level. If the c o n s u m p t i o n  c a p  w e r e  n o t  r e d u c e d  to 
500 k W h  p e r  month, t h e  m u l t i p l i e r  w o u l d  h a v e  to be r e d u c e d  to a b o u t  

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

Rate Impacts of the ARECA proposal

T h e  A R E C A  p r o p o s a l  w o u l d  resu l t  in what we feel are u n a c c e p t a b l e  
ra t e  i m p a c t s  for r e s i d e n t i a l  c u s t o m e r s .  R a i s i n g  the P C E  f l o o r  to
li.25 c e n t s  w o u l d  r e q u i r e  a ra t e  in c r e a s e  for a i l  c u s t o m e r s  of 2.~o 
c e n t s  (11.25 - 8.5). At an a v e r a g e  r e s i d e n t i a l  rate o f  13 c e n t s  
p e r  kWh, th i s  w o u l d  a m o u n t  to a rate i n c r e a s e  of 21 p e r c e n t .
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T h e  e f f e c t  o f  r e d u c i n g  t h e  95 p e r c e n t  m u l t i p l i e r  w o u l d  v a r y  
d e p e n d i n g  on the P C E  rate of e a c h  u t i l i t y .  U s i n g  the A l a s k a  
V i l l a g e  E l e c t r i c  C o o p e r a t i v e  (AVEC) as a m i d - r a n g e  e x a m p l e ,  
r e d u c i n g  t h e  m u l t i p l i e r  to 85 p e r c e n t  w o u l d  r e q u i r e  an a d d i t i o n a l  
ra t e  i n c r e a s e  of a b o u t  16 percent, for a t o t a l  ra t e  i n c r e a s e  of 
a b o u t  40 p e r c e n t .  If the c o n s u m p t i o n  c a p  w e r e  r e d u c e d  to 500 k W h  
w h i l e  l e a v i n g  the m u l t i p l i e r  at 95 p e r c e n t ,  rate i n c r e a s e s  for most 
r e s i d e n t i a l  c u s t o m e r s  w o u l d  be l i m i t e d  t o  the 21 p e r c e n t  r e q u i r e d  
b y  r a i s ' n g  t h e  f l o o r  to 11.25 cents.

In c o m p a r i s o n  to H 3  182, t h e  A R E C A  p r o p o s a l  favor, l a r g e  c o m m e r c i a l  
c u s t o m e r s  a n d  c o m m u n i t y  f a c i l i t i e s  at t h e  e x p e n s e  of s m a l l  
r e s i d e n t i a l  c u s t o m e r s .  We are f l e x i b l e  in o u r  a p p r o a c h  t o  r e d u c i n g  
P C E  funding; ho w e v e r ,  we feel s t r o n g l y  t h a t  a n y  c h a n g e s  m a d e  to the 
p r o g r a m  m u s t  p r o t e c t  t h o s e  c u s t o m e r s  w h o  n e e d  t h e  p r o g r a m  t h e  m o s t . 
T h e s e  are t h e  s m a l l  r e s i d e n t i a l  c u s t o m e r s  w i t h  l i m i t e d  c a s h  
i n comes, w h o  m i g h t  u s e  o n l y  2 - 3 0 0  k W h  p e r  month. U n d e r  t h e  A R E C A  
p r o p o s a l ,  t h e s e  c u s t o m e r s  w o u l d  face r a t e  i n c r e a s e s  of 20 - 40 
p e r c e n t .

The -200 kWh PCE- Proposal

R e p r e s e n t a t i v e  K o p o n e n  a l s o  a s k e d  t h a t  we c o m m e n t  on t h e  p r o p o s a l  
m a d e  b y  Mr. A l a n  M i t c h e l l ,  u n d e r  w h i c h  P C E  c u s t o m e r s  w o u l d  b e  
p r o v i d e d  f r e e  e l e c t r i c i t y  up to a l e v e l  of a p p r o x i m a t e l y  200 kWh 
p e r  m o n t h .  W h i l e  we s u p p o r t  Mr. M i t c h e l l ' s  o b j e c t i v e  of i n c r e a s i n g  
i n c e n t i v e s  for the u s e  of 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 ,  his 
p r o p o s a l  i n v o l v e s  a m a j o r  r e d i s t r i b u t i o n  of P C E  b e n e f i t s  f r o m  
l a r g e r  to s m a l l e r  P C E  c u s t o m e r s .  F o r  e x a m p l e ,  a c u s t o m e r  u s i n g  
o n l y  2 0 0  k W h  p e r  m o n t h  w o u l d  b e n e f i t  g r e a t l y  f r o m  t h i s  c o ncept, 
w h i l e  a c u s t o m e r  u s i n g  500 kWh or m o r e  p e r  m o n t h  w o u l d  p r o b a b l y  
fa c e  s u b s t a n t i a l  i n c r e a s e s  in p o w e r  costs. This p r o p o s a l  g o e s  w e l l  
b e y o n d  the r e s t r u c t u r i n g  of the PCE p r o g r a m  in HB 182, a n d  w e  do 
n o t  r e c o m m e n d  that t h e  p r o p o s a l  be a d o p t e d .

The Diesel "Low-LQadlProblem

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  this i s s u e  in 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  on the b e n e f i t s  of 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 ,  the 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  to o p e r a t e  at r e l a t i v e l y  h i g h  lo a d  factors, a n d  at lew 
loads o f  20 or 30 p e r c e n t ,  fuel 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  can 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  these p r o b l e m s  by 
r e d u c i n g  l o a d  levels.

T h i s  is a v a l i d  c o n c e r n  w h i c h  must b e  c o n s i d e r e d  cn a c a s e - o y - c a s e  
basis, d e p e n d i n g  on t h e  g e n e r a t i o n  c a p a c i t y  a n d  l o a d  c h a r a c t e r­
is t i c s  of e a c h  u t i l i t y .  However, we b e l i e v e  that c o n s e r v a t i o n



R e p r e s e n t a t i v e  D o n l e y  
A p r i l  1, 1987 

P a g e  4

m e a s u r e s  can p l a y  still p l a y  a m a j o r  role in h o l d i n g  d o w n  rur a l  
p o w e r  costs, for s e v e r a l  reasons. First, a l t h o u g h  d i e s e l  fuel 
e f f i c i e n c y  d o e s  d e c l i n e  s o m e w h a t  at l o w e r  loads, w i t h  the h i g h  cost 
of fu e l  in m o s t  vill a g e s ,  u t i l i t i e s  can s t i l l  o b t a i n  s u b s t a n t i a l  
s a v i n g s  b y  r e d u c i n g  or l i m i t i n g  g r o w t h  in p o w e r  d e m a n d .

Second, w h i l e  m a n y  rural u t i l i t i e s  t e n d  to ha v e  o v e r s i z e d  
g e n e r a t o r s ,  o t h e r s  are n e a r i n g  t h e i r  g e n e r a t i o n  c a p a c i t y  a n d  will 
h a v e  to a c q u i r e  a d d i t i o n a l  u n i t s  u n l e s s  d e m a n d  g r o w t h  c a n  be 
l i m i t e d  b y  c o n s e r v a t i o n  or o t h e r  m e a s u r e s .  Second, d i e s e l  
g e n e r a t o r s  a r e  r e p l a c e d  r e l a t i v e l y  f r e q u e n t l y  in c o m p a r i s o n  to the 
l a r g e r  p o w e r  p l a n t s  u s e d  in u r b a n  areas. W h i l e  c o n s e r v a t i o n  m a y  
not be as e f f e c t i v e  in a v i l l a g e  w i t h  an o v e r s i z e d  g e n e r a t o r ,  it 
ca n  e n a b l e  t h e  u t i l i t y  to p u r c h a s e  a s m a l l e r  g e n e r a t o r  to r e p l a c e  
the o v e r s i z e d  un i t  w h e n  it w e a r s  out.

Third, s o m e  t y p e s  of c o n s e r v a t i o n  m e a s u r e s  can h e l p  to r e d u c e  the 
l o w - l o a d  p r o b l e m .  In m a n y  v i l l a g e s ,  t h i s  is a s e a s o n a l  s u m m e r  
p r o b l e m  b e c a u s e  l o a d s  are h i g h  in t h e  w i n t e r  a n d  low in the summer. 
3 y  t a r g e t i n g  c o n s e r v a t i o n  m e a s u r e s  at e l e c t r i c a l  u s e s  w h i c h  
c o n t r i b u t e  to the w i n t e r  peak, s u c h  as lighting, the w i d e  s w i n g s  in 
s e a s o n a l  d e m a n d  c a n  be reduced.

T h e  b e s t  s o l u t i o n  to the l o w - l o a d  p r o b l e m  is the use o f  t w o  or m o r e  
g e n e r a t o r s  in series, w h i c h  a l l o w s  a u t i l i t y  to u s e  a s m a l l  
g e n e r a t o r  d u r i n g  its d a i l y  o r  s e a s o n a l  l o w  p o i n t s  in d e m a n d ,  then 
b r i n g  a d d i t i o n a l  unit(s) as d e m a n d  i n c r e a s e s .  T h i s  l o a d  f o l l o w i n g  
p r o c e d u r e  is u s e d  b y  m o s t  of the l a r g e r  r u r a l  u t i l i t i e s ,  b u t  is net 
yet e m p l o y e d  b y  m a n y  s m a l l e r  u t i l i t i e s .

* * * * *

I h o p e  t h i s  i n f o r m a t i o n  is h e l p f u l .  P l e a s e  let m e  k n o w  if we can 
b e  o f  f u r t h e r  a s s i s t a n c e .

S e n i o r  A n a l y s t



MEMORANDUM State of Alaska
TO: Jack K re inhede r ,  S e n i o r  Analyst da te :  March 31, 1987

Off ice o f  the Guvernor 
Division o f  Pol icy f i l e  n o .:

THRU : TELEPHONE  NO.:

s u b j e c t : Power Cost Equalization 
Program (PCEP)

f r o m .- Gloria Manni, Directo r Analysis o f  FY88 Funding
Accounting & Administration Requirements

As per your reauest, the attached schedule summarizes the projected 
program requirements under decreasing percentages of power cost equa l i ­
zation provided to u t i l i t i e s  per kwh sold and in combination with e i the r  
the exist ing f l o o r  o f  3,5 cents per kwh or a f l o o r  o f  11.25 cents per 
kwh.
The variance percentages o f  the subsidy requirement have been calculated 
on the standard sample group o f  u t i l i t i e s  and applied program wide. 
Administrative costs are not included in the pro ject ions.
The a l te rna t ive  c loses t to the $14,289 .1 program funding in the FY88 
Budget o f  the Governor are achieved by ra ising the PCEP f l o o r  to 11.25 
cents per kwh and decreasing the percentage o f power cost equal ization 
provided per kwh so ld to 85% and 80%.
Please ca l l  me i f  you have any questions.
GM:tg
cc: R.E. LeResche, D irector ,  Alaska Power Authority

3545/DD19/1



Alaska Power Authority

POWER CObT EQUALIZATION PROGRAM - FY88 
Analysis o f  Projected Program Requirement 

March 29, 1987
% o f  Power Costs % Power Costs %

Power Costs 0 .5 - 52.5C Variance 11.25 - 52 .5C Variance
x kwh x kwh From Base x kwh From 3ase(A)

— (i7—  m

95 (A) 19951.5 0 16053.0 30.46
90 13195.8 91 .20 15472.4 77.55
85 17180.2 36.11 14311.2 71.73
80 16170.7 81 .05 13425.4 67.29
75 15163.1 76.00 12527.3 63.29

ANALYSIS ASSUMPTIONS:
- 750 kwh x mo x customer
- 70 kwh x mo x resident/community f a c i l i t i e s
- Decreasing percentages o f  power cost equal ization provided x kwh 

so ld (1)
- Power costs more than 8.5C and less than 52 .5C x kwh e l i g ib le  fo r  PCEP 

subsidy (2)
- Power costs more than 11.25c and less than 52.5c X kwH e l i g i b l e  fo r  

PCEP subsidy (3)

Note:
(A) = PCEP subsidy requirements under exis ting leg is la t ion ,  as presented 

in the Power Authority or ig ina l FY88 budget request
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ATTACHMENT 1 
1905  Energy Use (K w h) and Billing Charges ($ /K w h )

ALASKA UTIL IT IFS BY REGION 
(Page 2 of 2)

Res identia l Conm erc la l/ lndustrla l TOTAI
(Average Annual)________ ________(Average Annual )________  (Average Annual)

Reglon/Communlty U t i l i t y
Use 

Kwh/Cust.
n in

S/Cust.
C ha rg e d ) 
t/Kwh

Use
Kwh/Cust.

B i l l
$/Cust.

Charge!1) 
«/Kwh

Use
Kwh/Cust.

m u

$/Cust.
Charqe{

t/Knh

ARCTIC - NORTHWEST 
48 V illa g e s AVEC 2,777 1,757 45.3 14,007 5,692 40.6 5,962 2,467 41.3

flarrow BtlAEC '*,953 6!»i| 13.0 64,157 5,774 9.0 18,981 1,973 10.1

Deadhorse AUI 0 0 0 656,851 167,431 25.4 656,851 167,431 75.4

Kotzebue KtEA 6,046 1,377 22.8 52,340 11,149 21.3 14,106 30,794 21.8

Nome NJIIB 5,394 1,041 19.3 29,889 472 15.8 10,604 2,085 19.6

Unalak1eet UVEC 5,198 1,160 22.3 31,930 6,761 21.1 10,759 2,376 71.6

Regional Average 3,967 1,145 33.1 50,722 8,195 21.2 37,927 5,757 79.9

SOUTHWEST
An! ak APC 3,787 1,634 43.2 35,310 13,386 37.9 9,16S 3,638 39.7
Bethel BUC 5,079 970 19.1 58,598 9,832 16.8 13,495 7,363 17.5
Cnld Bay G&K 15,276 3,207 21.0 61,537 13,171 21.4 42,371 9 ,04 8 21 .4
DI11Ingham NEC 5,251 1,069 20.4 27,927 5,300 19.0 10,740 2,111 19.7
Egeglk EL&P 3,740 2,131 57.0 7,152 4 ,u76 57.0 4,685 2,670 57.0
Levelock (3) LEC 3,825 2,173 57.9 12,240 6,391 53.2 6,350 3,123 50.1
McGrath MGLSP 3,359 1,224 36.4 13,596 5,165 38.0 8,089 3,045 37.6
Naknek NEA 5,961 1,377 23.1 30,775 7,101 23.1 14,139 3,764 23.1
Napaklak (3) N1IC 3,224 983 30.5 14,425 4,502 31.2 4,214 1,294 30.7

Regional Average 5,106 1,151 23.4 36,089 7,544 24.0 15,808 2,646 22.8

Alaska Average 9,027 801 14.3 74,724 5,916 9.2 19,363 1,693 9.5

MOTE: (1)

(?)

(3)

These charges do not re f le c t  the nctuel costs to consumers of u t i l i t ie s  e l ig ib le  under the State Power Cost Equa liza tion  Program. 
Reqlonal averages are weighted by popu la tion .
E: Estimated.

ALASKA POWER AUTHORITY 12/06
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I
Q 19B5 Energy Use (K w h) and Billing Charges (<f/Kwh) 

ALASKA UTIL IT IES  BY REGION 
(Page 1 of 2)

Re g l on / Com mun l  t y  Lit 11 I t y

Residentia l 
(Average Annual)

Use
Kwh/Cust.

B i l l
$/Cust.

Charged ) 
t/Kwh

Corrmerc I al/Indus t r ia l  
(Average Annual)

Use
Kwh/Cust.

B i l l
J/Cctt.

Charge!1) 
t/Kwh

10TAL 
(Average Annual)

Use
Kwh/Cust.

mil

$/Cust.
C ha rge !I) 

t/Kwh

SOUTHEAST 
APA1 (In c) . Ink ) APAT <*,700 789 16.5 22,580 3,929 15.2 11,086 1,679 15.1
Auke Ray CHFA 11,396 1,639 19.9 39,161 2,791 7.0 19,996 1,923 13.3
S V I I I  ages THREA 5,227 1,829 35.0 23,563 8,983 36.0 8,925 3,122 35.0
Halnes HLAP 5,033 1 ,102 10.9 25,966 9,385 16.9 10,666 1 ,006 16.9
Juneau AELAP 12,695 922 7.3 50,858 3,830 7.5 21,019 1,595 7.3
Ketchikan KPU 9,777 909 9.3 97,818 9,339 9.1 15,836 1,955 9.2
Het1akatla HPAL 17,186 1,0<t 7 6.1 116,395 11,902 10.2 30,709 2,593 0.3
Petersburg PtIPAL b , <* 1 <* 691 10.8 60,839 6,030 9.9 19,599 1,989 10.2
Sitka SEO 10,997 7<*6 S .8 63,076 9,156 6.5 22,796 1,999 6.6
Wrangell WHLAP 5,611 065 15.9 29,083 2,719 11.3 10,018 1,399 12.9
Yakutat YPI 7,000 1,339 19.1 62,286 9,989 16.0 19,919 2,998 17.3

Reglona1 Average (2) 10,395 95<* 10.3 99,376 9,398 9.9 18,055 1,677 9.9

SOUTHCENTRAL
Kodlak KdEA 6,037 1,026 17.0 58,997 9,137 15.5 20,108 3,016 15.0
Port Lions KdEA 3,637 655 18.0 8,909 1,532 17.2 5,065 912 18.0
Anchorage AMLAP 7,360 <♦87 6.6 120,659 7,155 5.9 26,870 1,691 6.1

CEA 9,658 6<*0 6.9 76,199 9,529 5.9 16,352 1,093 6.9
MEA 11,762 1,057 9.0 60,711 9,330 7.1 15,965 1,929 9.0

Cordos a CEC 5,688 1,378 29.2 27,538 5,262 19.1 13,396 2,709 20.3
C lenna l1en CVEA A ,9<*1 990 20.2 58,965 9,788 16.6 17,673 3,057 17.3
Homer HEA 10,926 871 8.9 103,728 6,797 6.5 23,690 1,723 7.3
Seward SES 10,0<*0 1,01<t 10.1 35,915 3,391 9.5 19,021 1,869 9.8
Valdel CVEA 7,99<« 1,223 15.3 69,353 9,952 19.3 20,860 3,025 19.5

Regional Average 9,583 792 7.8 85,507 5,871 7.9 19,505 1,935 7.5

YUKON
T a!rbanks EMUS

GVFA
To rt Yukon G2UC
Hanley Hot Sprlnqs MUC
Ngrthway NPAL
T anana TPC

Regional Average

5,862 511 8.7
8,103 871 10.7
1 ,091 801 93.5
2,900 573 23.8
3,057 093 29.2
5,068 1,926 38.0
7,613 812 10.0

69,738 6,319 9.1
71,935 6,710 9.3
16,619 5,737 39.5
6,700 1,670 29.9

55,059 19,891 27.0
81,689 29,906 36.0
69,999 6,627 9.9

21,626 1,992 9.0
15,503 1,598 10.0
6,233 7,269 36.9
3,019 730 29.7

13,198 3,610 27.9
9,600 3,552 37.0

16,599 1,650 10.3
ALASKA POWER AUTHORITY 12/06
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SENT 5 f :

ALASKA PU BL I C  UT._iLIi3 C O M M.SSION-ANNUAL REPORT (Fiscal "ear Er.dir.s; 6/30)

SAMPLE MONTHLY RESIDENTIAL ELECTRIC RATES 
(As o f Decomber 31, 1985 - FuaI Cost Safa Adjustments Included Where Available)

CONKJNirY
ICO
kwh

500
K W H

1 .COO
KWH

1,500
KWH

Power Cost  
E e u a l ! r a t  Ion (I) UTILITY SERVING C0NMJNITY

Anchorage

Anchorage

Andreanof 
An goon

AnlaK

AVEC 
Commun 111 os

Barrow

Betne l

I  10.43 i  34.16 S 63.33 $ 93.49

11.59 36.01 66.52 97.34

55.00 
37.06

42.48

44.15

15.00 

22.33

200.CO 
175.90

202.58

220.75

66.00

93.46

325.CO 
337.70

395.63

441.50

121.56

173.36

450.00
499.50

588.58

662.25

177.12

254.27

Battles 49.50 247.50 495.00 742.50
Central 50.89 254.45 508.90 763.35
Chuathbeluk 59.30 295.00 590.CO 385.00

Chugiak 18.44 52.13 94.35 133.01

Cold Say 36.15 140.75 271.50 402.25
Copper Center 26.40 100.10 105.10 270.10

Craig 21.28 92.64 182.29 271.74

Crooked Creek 59.00 295.00 590.00 885.00

Oelta Junction 19.99 59.93 101.11 142.29

0111Ingnan 26.57 100.34 186.70 273.18

Douglas 15.50 49.50 92.0. 134.50

Eagle River 18.44 52.18 94.35 133.01

Egegik 54.79 273.93 547.90 821.83

Falroanks 19.99 59.93 101.11 142.29

Fort Yukon 45.01 165.09 277.69 390.29

N*un I c f pa I Llgnt 4 Power
Department, Municipality of 
Anchorage d/b/a

Chugach E lectric 
Association, Inc.

26.506/KWH Andreanof E lectric Corporation
21.936/KWH Tl Inglt-Halda Regional 

E lectrica l Authority
22.35«5/KWM Anlek Light and Power 

Company, Inc.
29.696/KWH Alaska V lllaga E lectric

Cooperative, Inc.
Borrow U t il i t ie s  and E lec tric  

Cooperative, Inc.
7.256/KVH 3athal U t il it ie s

Corporation, Inc.
53.196/KWH Bettlos Light 4 Power, Inc.
33.38<i/KWH Far North U t il it ie s
41,806/KWH Middle Kuskokwlm E lec tric  

Cooperative, Inc.
Hatanuska E lectric 

Association, Inc.
r

15.436/KWH G 4 K, Inc.
Copper va lley E lec tric  

Association, Inc.
7.416/KWH Alaska Power 4 Telephone

Company
41.806/KWH Middle Kuskokwim E lec tric

Cooperative, Inc.
Golden Valley E lec tric  

Association, Inc.
9.646/KWH NushegaK E lectric

Ccuperatlve, Inc.
Alaska E lectric  Light 4 Power 

Compony
Hatanuska Electr1c 

Association, Inc.
33.326/KWH Egegik Light and Power

Homer La e  Leonard d/b/a
Golden Valley E lectrIc 

Association, Inc.
18.566/KWH Gwltchyaa Zhee U t i l i t y  Company

*'*State assistance credited to customer b i l ls  on a cents/KWH basis for consumption 
up to 750 KWH per customer.

     . - 4 7 -



ALASKA PUBLIC UTILITIES COMMISSION

SASPLE KINTHLY PEEICEIfTlAL ELECTRIC BATES (CCHT.)
(As of December 31, 1985 - fuel Cost Rata Adjustment* Included where Available)

ICO SCO 1,000 1,500 Pover Cost . . .COMJHITV__________ KWH______ *WH_______ <WH_______<Wt EqualItatlon UTILITY- SERVING CCVMJHITY
Cl cnnal!«n I 76.A0 $100.10 5185.10 $270.10 Copper Val la y c la c trlcAssociation, Inc.
Haines 25. AS 90.45 165.93 236.68 •05946/KWH 'laines l ig n t  $ Pover 

Coopany, Inc.
HalIbut Cove 23.32 57.62 100.50 143.38 tot.ar E le c tr ic

Assoc 1 at Ion, Inc.
Hasty 19.39 39.93 101.11 142.29 Golden Val lay E lectric 

Association, Inc.
Homer 22.27 52.41 90. ce 121.63 Harar E le c tr ic

Association, Inc.
Hoonah 37.06 175.90 337.70 499.50 21.936/KWM 71 Inglt-Halda Regional 

E la c tr lc e l Authority
Ha pa 11.59 36.01 66.52 97.04 Chugocr. E le c tr ic  

Association, Inc.
Hydaburg 27.64 121.52 238.87 356.22 14.336/KWH Alaska Power & Telephone Company
11 I anna 45.57 227.35 455.70 633.55 26.026/KWH l-N-N E le c tr ic

Cooperative. Inc.
Junoau 15.50 49.50 92.00 134.50 Alaska E le c tr ic  Light 4 Pover 

Company
Kake 37.06 175.90 337.70 499.50 21.936/KWH Tl Inglt-Halda Regional 

E le c tr ic a l Authority
Kasaan 37.06 175.90 337.70 499.50 21.936/KWH Tl Ingit-Kaidc Regional 

E le c tr ic a l Authority
Kenal 22.27 52.41 90.08 121.63 Homer E lo c tr lc

Association, Inc.
Klavock 37.06 175.90 337.70 499.50 21.936/KWH Tl ingit-naida Regional 

E le c tr ic a l Authority
Kodiak 14.93 67.15 120.20 170.75 Kodiak E lo c tr lc  

Association, Inc.
Kotzebue 31.60 111.76 211.96 312.16 9.986/KWH Kotzebue E lec tric  

Association, Inc.
Leva lock 52.00 260.00 520.00 780.00 41.306/KWH Levelcck E lec tric  

Cooperative, Inc,
Hanokotak 30.00 150.00 300.00 450.00 21.106/KWH Hanokotak Power Canpany
WoGrath 39.95 188.27 361.54 534.31 28.266/KWH McGrath L igh t 1 Pover Company
Moose Pass 11.59 36.01 66.52 97.04 CJiugoch E lectric-  

Association, Inc.
Napaklak 47.00 235.00 470.00 705.00 38.306/KWH Hapaklax Irclnaq rive r Company
Nenana 19.99 59.93 101.11 142.29 Golden Va lle y E lectric 

Association, inc.
N ln lIch lk 22.27 52.41 90.08 121.63 Homer E le c tr ic  Association, 

Inc.

^ S ta te  assistance credited to customer b i l ls  on a cants/KWH basis for consumption 
up to 750 KWH par customer.
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A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

SAMPLE MONTHLY 7ESICENTIAL ELECTRIC RATES (CONT.)
(A* of December 31, 1985 - Fuel Cost Rate AUjustmunts included Where Ava ilab le)

CCH4JNITY

.'tjrtn Po'e

Northvay
Palmer

Pol lean 
Port Graham

Port Lions

Rad Cev 11

Sand P o i n t ^ J  

Seldovla 

Skagvay 

Sleermuro 

Soldotna

Sta r IIng  

Stony Rivar 

Talkeefna 

Tanana
To/lar

Tok/Oot Lake 

Una/aklent

Valdez 

Wail M a

100
KWH

300
KWH

I.OCO
KWH

1 .500
K W H

Power Cost
.(I)Eaual  I t a t  I on UTILITY SERVING CQAMJHITY

$ 19.99 $ 59.93 $101.11 $142.29

27.53 1 37 . 6 5 275.30 4 1 2.95
18.44 52. 13 94.33 133.01

15.10 75.50 151.00 226.50
23.32 57.62 100.50 M3.38

14.93 67. 15 120.20 170.85

59.00 295.00 590.00 885.00

30.10 142.79 280.44 418.09

23.32 57.62 100.50 M3.38

24.66 86.29 159.54 232.79

59.00 295.00 590.00 885.00

22.27 52.41 90.08 121.63

22.27 52.41 90.03 121.63

59.00 295 . 00 590.00 885.00

18.44 52.18 94.35 133.01

44.50 211.90 405.40 558.90
53.75 268.73 537.50 806.23

23.11 110.60 213.40 306.50

32.88 1 06 . 40 190.30 290.20

23.40 87.00 164.10 240.60

18.44 52.18 94.33 133.01

Golden Val lay E le c tr ic  
Association, inc.

19.036/KWH Itorthwey Power i  L ight, Inc.
Matanuska E le c t r ic  

A s s o c i a t i o n ,  I n c .

2.996/KWH Pelican U t i l i t y  Company
tbmsr Electr Ic

A s s o c i a t i o n ,  I n c .

Kodiak E lactr Ic
Association. Inc.

41.806/kwh Mlddla KuskoKwim E lectric  
C o o p e r a t i v e ,  I n c .

6.666/KWH $and Point £1 o c tr lc  
Company, In c .

Homar E lectr Ic
Association, Inc.

5.166/KWH Alaska Power  I  Te l ephone 
Company

41 .806/KWH Middle Kuskokwim E lec tric  
Cooperative, Inc.

Hcner E lectr Ic
Association, Inc.

ftoner E le c tr icAasociotlon, Inc.
41.806/KWH Middle Kuskokwim E lec tric  

Cooperative, Inc.
Matanuska E le c tr ic  Association, Inc.

23.326/KWH Tanana Power Company, Inc.
40.376/KWH Teller Power Company

Helen M. and Robert 
R. 8lodgett d/b/a

9.316/KWH Alaska Power & Telephone 
Conpony

11.626/KWH Matanuska E le c t r icAssociation, Inc.
Copper V a lle y  E le c tric  

Association, Inc.
Matanuska E le c t r ic  

Association, Inc.

I
I
)

J

J1

1

"^Stafe assistance cr#d I tad to  customer b i l ls  on a cents/KWH bosls foe consumption 
up to 750 KWH per customer.

*^Cartl f Icate )to. 230 was transferred from Pelican U t i l i t y  Company to Sand Point E le c tr ic  Company, 
Inc ., In 1980.
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ALASKA PV3LIC UTILITIES COMMISSION

SAW.E '"‘CNTHLY PESICEKTIAl ELECTRIC RATES (CC.NT.)
(As of December 31, 1905 - ^uel Cost Rat* Adjustments Included Khar* Available)

CCWMI nr
Whltt|er 

Ml I low 

Yakutat

100
KWH

500
KWH

1 ,000 
K W H

1 , 5 0 0  Powar C os t  . . .
KWH Equal U a t l o n 1 UT IL ITY  SERVING CSVM jmTY

1 11.59 S 56 .01  J 6 6 .5 2  1 9 7 . 0<

13.44 52.18 94.55 153.01

24.06 98.50 183.30 264.10 7.I7(!/KWH Yakutat Powar, Inc

Ctiugacn E lec tric  
Association, Inc.

Matanuska Elactr Ic 
Association, Inc.

1

1
3
1
1

1

1
1

( , ,Stata assistance credited to customer b i l ls  on a eants/KVH basis fo r consimptlon 
up to 750 KWH per eustcmer.

-50-



S T E V E  C Q W P E R

S  t  a  t  k  o  r  A l a s  k  a
□  FFICE O F THE GOVERNOR 

J  II »  I! A  I!

March 13, 1987

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  o f  t h e  H o u s e  

A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  sec. 18, o f  t h e  A l a s k a  C o n ­
s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  t h e  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 .  T h e  p r i m a r y  p u r p o s e  o f  t h i s  b i l l  

is t o  r e a l l o c a t e  m o n e y  u n d e r  t h e  p r o g r a m  i n  o r d e r  t o  a v o i d  
i n c r e a s e s  i n  p o w e r  c o s t s  f o r  m o s t  r e s i d e n t i a l  c u s t o m e r s ,  w h o  
a r e  t h e  k e y  b e n e f i c i a r i e s  o f  t h e  e q u a l i z a t i o n  p r o g r a m .

I f  t h i s  b i l l  o r  s i m i l a r  l e g i s l a t i o n  is n o t  e n a c t e d ,  p r e s e n t  
l a w  w o u l d  r e q u i r e  t h e  A l a s k a  P o w e r  A u t h o r i t y  t o  p r o r a t e  a n y  
f u n d i n g  s h o r t f a l l  in t h e  p r o g r a m  e q u a l l y  a m o n g  a l l  c u s t o m e r  
c l a s s e s .  U n d e r  t h e  f u n d i n g  l e v e l  p r o p o s e d  i n  m y  F Y  88 b u d ­

ge t ,  t h i s  p r o v i s i o n  i n  p r e s e n t  l a w  w o u l d  r e s u l t  i n  p o w e r  
r a t e  i n c r e a s e s  o f  m o r e  t h a n  50 p e r c e n t  f o r  m a n y  r u r a l  r e s i ­
d e n t s .  T h i s  b i l l  w o u l d  e s t a b l i s h  r e s i d e n t i a l  c u s t o m e r s  as 
t h e  f i r s t  p r i o r i t y  f o r  f u l l  f u n d i n g  a n d  w o u l d  a v o i d  a n y  i n ­

c r e a s e  i n  p o w e r  r a t e s  f o r  r e s i d e n  ial c u s t o m e r s  u s i n g  500 
k i l o w a t t  h o u r s  o r  l e s s  p e r  m o n t h .  T h i s  c o n s u m p t i o n  l e v e l  is 
a b o u t  25 p e r c e n t  h i g h e r  t h a n  t h e  s t a t e w i d e  a v e r a g e  r e s i d e n­
t i a l  p o w e r  u s e  u n d e r  t h e  e q u a l i z a t i o n  p r o g r a m .

T h e  b i l l  d o e s  t h e  f o l l o w i n g :

(1) it r e d u c e s  t h e  c a p  f o r  c o m m u n i t y  f a c i l i t y  u s e r s  f r o m  70 
t o  50 k i l o w a t t - h o u r s  p e r  m o n t h  p e r  r e s i d e n t  (secs. 1 
a n d  2 o f  t h e  b i l l ) ;

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

f r o m  7 5 0  t o  500 k i l o w a t t - h o u r s  p e r  m o n t h  (secs. 1, 2, 
a n d  4 o f  t h e  b i l l ) ;

(3) i t  c h a n g e s  t h e  m e a n s  o f  a l l o c a t i n g  i n s u f f i c i e n t  a p p r o­
p r i a t i o n s ;  r e s i d e n t i a l  u s e r s  h a v e  f i r s t  p r i o r i t y  f o r  
f u l l  f u n d i n g ;  c o m m u n i t y  f a c i l i t i e s  h a v e  s e c o n d  p r i o r i ­
ty, a n d  c o m m e r c i a l  u s e r s  h a v e  t h i r d  p r i o r i t y ;  i f  m o n e y
is i n s u f f i c i e n t  t o  f u n d  a n y  c l a s s  o f  u s e r ,  t h e  m o n e y
w i l l  b e  d i s t r i b u t e d  o n  a p r o  r a t a  b a s i s  t o  t h e  e l i g i b l e
u s e r s  i n  t h a t  c l a s s  (secs. 3 a n d  6 o f  t h e  b i l l ) ;
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(4) i t  r e d e f i n e s  " c o m m u n i t y  f a c i l i t y "  to c l a r i f y  t h a t  t h e  
s u b s i d y  is i n t e n d e d  f o r  f a c i l i t i e s  e s s e n t i a l  t> t h e  
p u b l i c  h e a l t h ,  s a f e t y ,  a n d  w e l f a r e  o f  t h e  communi'.y, if 

t h e  f a c i l i t y ' s  o p e r a t i o n s  a r e  n o t  p a i d  f o r  b y  the f e d­
e r a l ,  s t a t e ,  o r  p r i v a t e  c o m m e r c i a l  i n t e r e s t s  (sec 5 o f  
t h e  b i l l ) ;

(5) i t  a d d s  a n e w  d e f i n i t i o n  f o r  " e l i g i b l e  c u s t o m e r "  so 
t h a t  o n l y  t h r e e  c l a s s e s  o f  c u s t o m e r s  a r e  e l i g i b l e  f o r  

t h e  s u b s i d y :  r e s i d e n t i a l  c u s t o m e r s ,  p r i v a t e  c o m m e r c i a l  
c u s t o m e r s  w i t h  a l i m i t e d  p o w e r  u s a g e ,  a n d  c o m m u n i t y  
f a c i l i t i e s  (sec. 5 o f  t h e  b i l l ) ;

(6) i t  m a k e s  a m e n d m e n t s  t o  c o n f o r m  t o  t h e  c h a n g e s  d e s c r i b e d  
a b o v e  (sec. 7 o f  t h e  b i l l ) .

T h i s  b i l l  is j u s t  t h e  f i r s t  s t e p  i n  w h a t  I b e l i e v e  s h c u i d  b e  
a m o r e  c o m p r e h e n s i v e  r e d i r e c t i o n  o f  s t a t e  p o l i c y  o n  r e d u c i n g  
r u r a l  e n e r g y  c o s t s .  W e  n e e d  t o  i m p l e m e n t  p r o g r a m s  t h c t  p r o ­
v i d e  l a s t i n g ,  I o n ' - t e r m  b e n e f i t s  t o  r u r a l  r e s i d e n t s ,  r a t h e r  

t h a n  a n n u a l ,  o n e - t i m e  s u b s i d i e s .  A l t h o u g h  t h e  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  h a s  p l a y e d  a m a j o r  r o l e  i n  r e d u c . n g  t h e  
c o s t  o f  l i v i n g  in r u r a l  a r e a s ,  it p r o v i d e s  n o  l a stinc b e n e ­
f i t s  a n d  is c o m p l e t e l y  d e p e n d e n t  o n  t h e  a n n u a l  a p p r o p r i a­
t i o n s  p r o c e s s .

M o s t  r u r a l  c o m m u n i t i e s  w i l l  p r o b a b l y  h a v e  t o  r e l y  o n  d i e s e l  
p o w e r  g e n e r a t i o n  f o r  t h e  f o r e s e e a b l e  f u t u r e ,  b u t  t h e r e  is 
m u c h  t h a t  c a n  b e  d o n e  to i m p r o v e  t h e  e f f i c i e n c y  a n d  r e d u c e  
t h e  c o s t  o f  p o w e r  f r o m  t h e s e  g e n e r a t i o n  s y s t e m s .  T h e s e  
c o s t - s a v i n g  m e a s u r e s  i n c l u d e  t h e  r e p l a c e m e n t  o f  o v e r s i z e d  o r  
i n e f f i c i e n t  g e n e r a t o r s ,  t r a n s m i s s i o n  i m p r o v e m e n t s ,  c o o r d i n a­
t i o n  o f  f u e l  p u r c h a s e s  a m o n g  v i l l a g e s ,  a n d  t h e  u s e  o f  m o r e  

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

T h e s e  t y p e s  o f  e n e r g y  e f f i c i e n c y  i m p r o v e m e n t s  c a n  p r o v i d e  
l o n g - t e r m  r e d u c t i o n s  i n  p o w e r  c o s t s  w h i c h  a r e  n o t  d e p e n d e n t  
o n  a n n u a l  a p p r o p r i a t i o n s  f r o m  t h e  l e g i s l a t u r e t A l t h o u g h  
i m p l e m e n t i n g  t h e s e  m e a s u r e s  w i l l  r e q u i r e  s u b s t a n t i a l  i n v e s t­
m e n t s  i n  r u r a l  p o w e r  s y s t e m s ,  i n  m o s t  c a s e s  t h e s e  i n v e s t­
m e n t s  c a n  b e  r e p a i d  f r o m  s a v i n g s  i n  f u e l  c o s t s  w i t h i n  a f e w  
y e a r s .  T h e  A l a s k a  P o w e r  A u t h o r i t y  a n d  t h e  D e p a r t m e n t  o f  
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  a r e  n o w  e v a l u a t i n g  f i n a n c i n g  
m e t h o d s  t h a t  w o u l d  n o t  n e c e s s i t a t e  s t a t e  a p p r o p r i a t i o n s  t o  
m a k e  t h e s e  i m p r o v e m e n t s .

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

c l o s e l y  w i t h  t h e  l e g i s l a t u r e  « ^_rural u t i l i t i e s ,  a n d  o t h e r  
c o n c e r n e d  p a r t i e s  in i m p l e i p e n t i ^ g  th^rs^ a p p r o a c h  t o  r u r a l  
p o w e r  n e e d s .
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No. 1 
HB 182 
3/16/87

POWER COST EQUALIZATION PROGRAM (AS 44 .83 .162-165 )  
FY 88 PROGRAM REQUIRMENTS

Customer Class
Res ident ia l
Commercial
Community F a c i l i t i e s  

Total Grants 
Administrat ive Costs 

Total Program Costs 
Funding Carryover 
FY 88 PROGRAM REQUIREMENTS

Ful l Funding* 
$12 ,569 .4 

3 ,7 90 .8  
3 ,591 .3  

19 ,951 .5  
137.3

Governor's
Budget**
$10 ,809 .7

648 .6
2 , 6 9 3 . 5

14 ,151 .8
137.3

$20 ,088 .8
- 3 , 2 1 7 .1

$16 ,871 .7

$14,289.1

-3,217.1

$11,072.0

FY 88 Reduction from Ful l  Funding Level = $5 ,799 .7

■**

Fu l l  program funding required under the ex is t ing  s ta tu tes .
Program funding required under new l e g i s l a t i o n  proposing the fo l low ing changes: 

Lower re s id en t ia l  cap from 750 KWH per month to 500 KWH
Lower community f a c i l i t i e s  cap from 70 KWH per month per res ident to 
50 KWH. Res t r ic t  e l i g i b l e  community f a c i l i t i e s  to exclude non-essent ia l  
se rv ices and bui ld ings.
Lower commercial customer cap from 750 KWH per month to 500 KWH and l im i t  
e l i g i b l e  commercial customers to those using no more than 1,000 KWH per 
month.
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March 13, 1987

T h e  H o n o r a b l e  Ben G r u s s e n d o r f  

S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  

P.O. B o x  V  
J u n e a u ,  A K  99811

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  ar t .  Ill, sec. 18, o f  t h e  A l a s k a  C o n ­
s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  t o  the 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 .  T h e  p r i m a r y  p u r p o s e  o f  t h i s  b i l l  
is t o  r e a l l o c a t e  m o n e y  u n d e r  t h e  p r o g r a m  i n  o r d e r  to a v o i d  
i n c r e a s e s  in p o w e r  c o s t s  f o r  m o s t  r e s i d e n t i a l  c u s t o m e r s ,  w h o  
a r e  t h e  k e y  b e n e f i c i a r i e s  o f  t h e  e q u a l i z a t i o n  p r o g r a m .

I f  t h i s  b i l l  o r  s i m i l a r  l e g i s l a t i o n  is n o t  e n a c t e d ,  p r e s e n t  
l a w  w o u l d  r e q u i r e  t h e  A l a s k a  P o w e r  A u t h o r i t y  t o  p r o r a t e  a n y  

f u n d i n g  s h o r t f a l l  i n  t h e  p r o g r a m  e q u a l l y  a m o n g  a l l  c u s t o m e r  
c l a s s e s .  U n d e r  the f u n d i n g  l e v e l  p r o p o s e d  i n  m y  F Y  88 b u d ­
get ,  t h i s  p r o v i s i o n  in p r e s e n t  l a w  w o u l d  r e s u l t  in p o w e r  

r a t e  i n c r e a s e s  o f  m o r e  t h a n  50 p e r c e n t  f o r  m a n y  r u r a l  r e s i­
d e n t s .  T h i s  b i l l  w o u l d  e s t a b l i s h  r e s i d e n t i a l  c u s t o m e r s  as 

t h e  f i r s t  p r i o r i t y  f o r  f u l l  f u n d i n g  a n d  w o u l d  a v o i d  a n y  i n­
c r e a s e  i n  p o w e r  r a t e s  f o r  r e s i d e n t i a l  c u s t o m e r s  u s i n g  500 
k i l o w a t t  h o u r s  or l e s s  p e r  m o n t h .  T h i s  c o n s u m p t i o n  l e v e l  is 
a b o u t  25 p e r c e n t  h i g h e r  t h a n  t h e  s t a t e w i d e  a v e r a g e  r e s i d e n­
t i a l  p o w e r  u s e  u n d e r  t h e  e q u a l i z a t i o n  p r o g r a m .

T h e  b i l l  d o e s  the f o l l o w i n g :

(1) i t  r e d u c e s  t h e  c a p  f o r  c o m m u n i t y  f a c i l i t y  u s e r s  f r o m  70 
t o  50 k i l o w a t t - h o u r s  p e r  m o n t h  p e r  r e s i d e n t  (secs. 1 

a n d  2 o f  t h e  b i l l ) ;

(2) i t  r e d u c e s  the c a p  f o r  r e s i d e n t i a l  a n d  c o m m e r c i a l  u s e r s  
f r o m  750 to 500 k i l o w a t t - h o u r s  p e r  m o n t h  (secs. 1, 2, 

a n d  4 o f  t h e  b i l l ) ;

(3) i t  c h a n g e s  t h e  m e a n s  o f  a l l o c a t i n g  i n s u f f i c i e n t  a p p r o­
p r i a t i o n s ;  r e s i d e n t i a l  u s e r s  h a v e  f i r s t  p r i o r i t y  f o r  
f u l l  f u n d i n g ;  c o m m u n i t y  f a c i l i t i e s  h a v e  s e c o n d  p r i o r i ­
ty, a n d  c o m m e r c i a l  u s e r s  h a v e  t h i r d  p r i o r i t y ;  if m o n e y  

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

u s e r s  in t h a t  c l a s s  ( s e c s .  3 a n d  6 o f  t h e  bill ) ;
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(4) it r e d e f i n e s  " c o m m u n i t y  f a c i l i t y "  to c l a r i f y  t h a t  t h e  
s u b s i d y  is i n t e n d e d  for f a c i l i t i e s  e s s e n t i a l  to t h e  
p u b l i c  h e a l t h ,  s a f e t y ,  a n d  w e l f a r e  of the c o m m u n i t y ,  if 
t h e  f a c i l i t y ' s  o p e r a t i o n s  a r e  n o t  p a i d  f o r  b y  t h e  f e d­
er a l ,  s t a t e ,  o r  p r i v a t e  c o m m e r c i a l  i n t e r e s t s  (sec. 5 o f  

t h e  b i l l ) ;

(5) it a d d s  a n e w  d e f i n i t i o n  f o r  " e l i g i b l e  c u s t o m e r "  so 

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

f a c i l i t i e s  (sec. 5 o f  t h e  b i l l ) ;

(6) it m a k e s  a m e n d m e n t s  to c o n f o r m  t o  t h e  c h a n g e s  d e s c r i b e d  
a b o v e  (sec. 7 o f  t h e  b i l l ) .

T h i s  b i l l  is j u s t  t h e  f i r s t  s t e p  i n  w h a t  I b e l i e v e  s h o u l d  b e  
a m o r e  c o m p r e h e n s i v e  r e d i r e c t i o n  o f  s t a t e  p o l i c y  o n  r e d u c i n g  
r u r a l  e n e r g y  c o s t s .  W e  n e e d  to i m p l e m e n t  p r o g r a m s  t h a t  p r o ­
v i d e  l a s t i n g ,  l o n g - t e r m  b e n e f i t s  t o  r u r a l  r e s i d e n t s ,  r a t h e r  
t h a n  a n n u a l ,  o n e - t i m e  s u b s i d i e s .  A l t h o u g h  t h e  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  h a s  p l a y e d  a m a j o r  r o l e  in r e d u c i n g  t h e  

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

t i o n s  p r o c e s s .

M o s t  r u r a l  c o m m u n i t i e s  w i l L  p r o b a b l y  h a v e  to r e l y  o n  d i e s e l  
p o w e r  g e n e r a t i o n  f o r  t h e  f o r e s e e a b l e  f u t u r e ,  b u t  t h e r e  is 
m u c h  t h a t  c a n  b e  d o n e  to i m p r o v e  t h e  e f f i c i e n c y  a n d  r e d u c e  
the c o s t  o f  p o w e r  f r o m  t h e s e  g e n e r a t i o n  s y s t e m s .  T h e s e  
c o s t - s a v i n g  m e a s u r e s  i n c l u d e  t h e  r e p l a c e m e n t  o f  o v e r s i z e d  o r  
i n e f f i c i e n t  g e n e r a t o r s ,  t r a n s m i s s i o n  i m p r o v e m e n t s ,  c o o r d i n a ­
t i o n  o f  f u e l  p u r c h a s e s  a m o n g  v i l l a g e s ,  a n d  t h e  u s e  o f  m o r e  
e f f i c i e n t  l i g h t i n g  a n d  r e f r i g e r a t i o n  s y s t e m s  to r e d u c e  p o w e r  

d e m a n d .

T h e s e  t y p e s  o f  e n e r g y  e f f i c i e n c y  i m p r o v e m e n t s  c a n  p r o v i d e  
l o n g - t e r m  r e d u c t i o n s  i n  p o w e r  c o s t s  w h i c h  a r e  n o t  d e p e n d e n t  
o n  a n n u a l  a p p r o p r i a t i o n s  f r o m  t h e  l e g i s l a t u r e .  A l t h o u g h  
i m p l e m e n t i n g  t h e s e  m e a s u r e s  w i l l  r e q u i r e  s u b s t a n t i a l  i n v e s t ­
m e n t s  in r u r a l  p o w e r  s y s t e m s ,  i n  m o s t  c a s e s  t h e s e  i n v e s t ­
m e n t s  c a n  b e  r e p a i d  f r o m  s a v i n g s  i n  f u e l  c o s t s  w i t h i n  a f e w  
y e a r s .  T h e  A l a s k a  P o w e r  A u t h o r i t y  a n d  the D e p a r t m e n t  o f  
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  a r e  n o w  e v a l u a t i n g  f i n a n c i n g  
m e t h o d s  t h a t  w o u l d  n o t  n e c e s s i t a t e  s t a t e  a p p r o p r i a t i o n s  to 
m a k e  t h e s e  i m p r o v e m e n t s .

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

o t h e r
r u r a l

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

c l o s e l y  w i t h  t h e  l e g i s l a t u r e ,  t;ural u t i l i t i e s ,  and
c o n c e r n e d  p a r t i e s  in 

p o w e r  n e e d s .
a p p r o a c h  to
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REQUEST

STATE OF ALASKA 1987 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date :

Bill/Resolution No. : CSHB 182 (L & C] 
Tide : An Act Relat ing to the Power 

Cost Equalization Program________
Sponsor: Governor Steve Cowper 
Requestor:_______________________________
Date of Request:,

FISCAL DETAIL
Ar r y A f f ^ .  Alaska Power Authority _ aRU. Department o f  commerce 6 hconomic 

Development ~
Cnmpnnenw ?-Power Cost Equa 1 i zatiori 

Program (PCEP)

EXPEND ITURES/REVENUES : (Thousands of Dollars)
o p e r a t i n g FY 87 FY 38 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

n f M W J S

T O T A L  OPERATING 0 (3089.0) (4496 .7 ) (5470 .4 ) (6433 .5 ) (7600 .7 )

| CAPITAL 1

R E V E N U E

FUNDING t (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

n . (3089.0. ) ( 4 4 9 6 . 7 ) .(5410,4). . ( 6 4 3 3 .5 ) ( 7 6 0 0 . 7 )
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POSITIONS :
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Attach a separate page if necessary
The proposed l e g i s l a t i o n  would reduce the funding requirements o f  the Power Cost 
Equalization Program through incremental r e s t r i c t i o n s  on e l i g i b l e  consumption 
le ve ls  (See attached schedule f o r  d e t a i l s ) .

Prepared by: Gloria Manni, Director  Phone : 261-7210________
Division: Account. & Admin.. Alaska Power Authority Date: Apri l 10, 1987
Approved by Exec: D i r . :  Robert E. LeResche_____________  D a te :___________________________
Agency: Alaska Power Authority ____________________
Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page . . .  -  of _  9/16/S6

I'J



Apri l 9 ,  1987

ALASKA POWER AUTHORITY 
POWER COST EQUALIZATION PROGRAM 

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

Program

A.

Customers 
A l l  Classes

Community 
Fac i l i  t ie s

Total
Subsidy

Admin
Costs

Total
Program

Requirement
Requirements
(Reduction)

% $
FY88 Projected Program 

Requirements Under Exist ing 
Legis la t ion ( 1 ) : $ 16 ,360 .2 $ 3 ,591 .3 $ 19 ,951 .5 $ 137.3 $ 20 ,088 .8 0 0

Projected Program 
Requirement Under 
CSHB 182 ( 2 ) :
FY88 13 ,503.9 3 ,358 .6 16 ,862 .5 137.3 16 ,999 .8 ( 1 5 . 4 ) ( 3 , 0 8 9 . 0 )
FY89 12 ,096 .2 3 ,358 .6 15 ,454 .8 137.3 15 ,592.1 ( 2 2 .4 ) ( 4 , 4 9 6 . 7 )
FY90 11 ,122.5 3 ,358 .6 14 ,481 .1 137.3 14 ,618 .4 ( 2 7 . 2 ) ( 5 , 4 7 0 . 4 )
FY91 10 ,159 .4 3 ,358 .6 13 ,518 .0 137.3 13 ,655 .3 (3 2 . 0 ) 1 6 ,4 3 3 .5 )
FY92 8 ,992 .2 3 ,358 .6 12 ,350 .8 137.3 12 ,488 .1 (3 7 .8 ) ( 7 , 6 0 0 . 7 )

B. Power Cost Equalizat ion Program Level o f  Subsidy
1. Customers: 750 kwh x mo

Community F a c i l i t i e s :  70 kwh x mo x resident
2. Customers:

a. FY88, 500 kwh x mo
b. Beginning FY89 reduced by 50 kwh x mo each f i s c a l  year

unt i l  the maximum subsidy is  based on 250 kwh X mo
Community F a c i l i t i e s :  50 kwh x mo x resident
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STATE OF ALASKA 1987 LEGISLATIVE SESSION  
FISCAL NOTE

R EQ U EST

Cost E qua liza tio n  Program ( r f p ,  I 

S p o n s o r :Governor Steve Cowper
Requestor:_______________ _________________
Date of Request:.

Revision Date:

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

FISCAL DETA IL
Agency Affected : Alaska Power A u th o r ity  
B R U : ns-nR-?<i-nq.-nn____________________

Components : Power. Cost F.cua1.ization
Program

EXPEND ITURES/REVENUES : (Thousands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 • FY 91 FY 92

PERSONA’-SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

■

0.0 r i j . : ? ? / / ) ... ,799,7) (5, 79°.71 ( 5 , 7 9 9 , 7 ) ( 5 , 7 9 9 . 7 )

0.0 ...799,7) .(5, 799 ,7.) (5 .799 .7 ) ( 5 , 7 9 9 . 7 )
T O T A L  OPERATING

CAPITAL

REVENUE

FUNDING : (Thousands of Dollars)
GENERALFUND 0.0 (5 ,799 .7 ) (5 ,799 .7 ) (5 ,799 .7 ) (5 ,799 .7 ) (5 ,799 .7 )
FEDERAL FUNDS
OTHER
TOTAL - i s - a u u ( W  T7! .7,1, (S.7SS 7,1 ft; 7QQ 7)

15 -39*1 .7Jn.,

POSITIONS :
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Attach a separate page if necessary
The le g is la t io n  would reduce the fund ing requirements of the Power Cost E qua liza tio n  Program in  
FY 88 by an estimated $5,799.7 through re s t r ic t io n s  on e l ig ib le  consumption le ve ls  and customers. 
Th is reduction  is  a lready included in  the Governor's Budget. Cost savings in  FY 89-92 would 
p robab ly be la rg e r than in  FY 88, but are d i f f i c u l t  to estimate a ccu ra te ly ; th e re fo re , the FY 88 
estimate is used fo r each of these yea rs . (See attached schedule fo r d e ta i l.)
Prepared by: G lo ria  Manni . D ire c to r------------------------------  Phnne • 261-7210
Division : Accoun t ing  A A r i m i n i s t r a t i o j   Date : 3/1Q/R7.

Executive D ire c to r:
Approved byGommissioner: Bob L e R e s c h ^ K  _______________________  Date: 3/10/87
Agency: A la sk a  Powe r  A u t h o r i t y .  PCEP
Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page---------  o f   9/16/86



POWER COST EQUALIZATION PROGRAM (AS 44 .83 .162-165 )  
FY 88 PROGRAM REQUIRMENTS

Customer Class
Residential
Commemal
Community F a c i l i t i e s  

Total Grants 
Administrative Costs 

Total Program Costs 
Funding Carryover 
FY 88 PROGRAM REQUIREMENTS

Ful l Funding* 
$12,569.4 

3 ,790 .8  
3 ,591 .3  

19 ,951.5 
137.3 

$20,088 .8 
-3 ,217 .1  

$16,871 .7

Governor1s 
Budget**
$10 ,809 .7

648.6
2 ; 693.5

14 ,151 .8
137.3

$14 ,289 .1
- 3 , 217.1

$11 ,072 .0

**

FY 88 Reduction from Ful l  Funding Level = $5 ,799 .7

* Fu l l program funding required under the ex ist ing sta tutes .
Program funding required under new le g i s l a t i o n  proposing the fo l lowing changes:

Lower re s iden t ia l  cap from 750 KWH per month to 500 KWH
Lower community f a c i l i t i e s  cap from 70 KWH per month per resident to
50 KWH. Res t r ic t  e l i g i b l e  community f a c i l i t i e s  to exclude non-essential 
serv ices and bui ld ings .
Lower commercial customer cap from 750 KWH per month to 500 KWH and l im i t
e l i g i b l e  commercial customers to those using no more than 1,000 KWH per
month.



STEVE COWPER, GOVERNOR

OFFICE OF THE GOVERNOR p .o . b o x  a d
JUNEAU. ALASKA 99811

  PHONE: 1907) 465-3568OFFICE OF MANAGEMENT AND BUDGET
D I V I S I O N  O F  P O L I C Y  

A p r i l  1, 1987

T h e  H o n o r a b l e  D a v e  D o n l e y
R e p r e s e n t a t i v e
A l a s k a  S t a t e  L e g i s l a t u r e
P.O. B o x  V
J u n e a u ,  A K  9 9 8 1 1

S U B J E C T :  HB 182 —  P o w e r  C o s t  E q u a l i z a t i o n  

D e a r  R e p r e s e n t a t i v e  D o n l e y :

At t h e  M a r c h  2 6  L a b o r  & C o m m e r c e  C o m m i t t e e  h e a r i n g  on H B  182, 
R e p r e s e n t a t i v e  K o p o n e n  r e q u e s t e d  t h a t  o u r  o f f i c e  p r o v i d e  a d d i t i o n a l  
i n f o r m a t i o n  a n d  c o m m e n t s  o n  s e v e r a l  i s s u e s  r a i s e d  d u r i n g  t h e  

h e a r i n g .

Current Rural Power Rates

A t t a c h m e n t  1 p r o v i d e s  a l i s t  o f  p o w e r  r a t e s  for r e s i d e n t i a l  a n d  
c o m m e r c i a l  c u s t o m e r s  o f  r e g u l a t e d  r u r a l  u t i l i t i e s .  R a t e  
i n f o r m a t i o n  f o r  u n r e g u l a t e d  u t i l i t i e s  is n o t  r e a d i l y  a v a i l a b l e ;  
h o w e v e r ,  the r a t e s  s h o w n  in A t t a c h m e n t  1 p r o v i d e  a g o o d  s a m p l e  of 

u t i l i t i e s  t h r o u g h o u t  t h e  stat e .

T h e  f i r s t  t a b l e  in A t t a c h m e n t  1 is f r o m  t h e  A l a s k a  P o w e r  A u t h o r i t y  
a n d  s h o w s  t o t a l  p o w e r  cost s ,  r a t h e r  t h a n  c u s t o m e r  r a t e s ;  P C E  
p a y m e n t s  are n o t  r e f l e c t e d  in t h e s e  f i g u r e s .  P C E  r a t e s  a r e  s h o w n  
in t h e  s e c o n d  t a b l e ,  p r o v i d e d  b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s  

C o m m i s s i o n .

A n  i m p o r t a n t  p o i n t  c o n c e r n i n g  c u s t o m e r  r a t e s  u n d e r  the P C E  p r o g r a m  
is t h a t  c u s t o m e r s  p a y  m o r e  t h a n  t h e  8.5 c e n t s  p e r  k W h  s p e c i f i e d  in 
t h e  P C E  s t a t u t e s .  T h i s  8 . 5  c e n t  f i g u r e  a p p l i e s  t o  t h e  c a l c u l a t i o n  
o f  t h e  P C E  r a t e  p a i d  t o  u t i l i t i e s ,  n o t  d i r e c t l y  t o  t h e  c u s t o m e r  
rate. T h e  a v e r a g e  r a t e  p a i d  b y  r e s i d e n t i a l  c u s t o m e r s  u n d e r  t h e  PCE 

p r o g r a m  is a b o u t  13 c e n t s  p e r  kWh.

A t  t h e  M a r c h  26 h e a r i n g ,  Mr. K e n  J o h n s o n ,  r e p r e s e n t i n g  t h e  A l a s k a  
R u r a l  E l e c t r i c a l  C o o p e r a t i v e  A s s o c i a t i o n  (ARECA), p r o p o s e d  an

0 1  A 3 4 L H
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a l t e r n a t i v e  m e t h o d  o f  a l l o c a t i n g  r e d u c e d  f u n d i n g  f o r  t h e  P C E  
p r o g r a m .  Mr. J o h n s o n ' s  p r o p o s a l  i n c l u d e d  t h e  f o l l o w i n g  e l e m e n t s :

• R a i s e  t h e  c u r r e n t  P C E  f l o o r  of 8.5 c e n t s  p e r  k i l o w a t t - h o u r  
(kWh) t o  1 1 . 2 5  c e n t s  p e r  kWh, w h i c h  Mr. J o h n s o n  i n d i c a t e s  is 
t h e  c u r r e n t  r a t e  p a i d  b y  F a i r b a n k s  r e s i d e n t i a l  c u s t o m e r s .

• If t h e  p r e v i o u s  s t e p  is n o t  s u f f i c i e n t  t o  m e e t  f u n d i n g  
r e s t r i c t i o n s ,  t h e n  r e d u c e  t h e  95 p e r c e n t  m u l t i p l i e r  in 
p r e s e n t  l a w  t o  90 p e r c e n t .

• If t h e  p r e v i o u s  t w o  s t e p s  a r e  not s u f f i c i e n t  t o  m e e t  f u n d i n g  
r e s t r i c t i o n s ,  r e d u c e  t h e  c u r r e n t  750 k W h  p e r  m o n t h  c a p  for 
r e s i d e n t i a l  a n d  c o m m e r c i a l  c u s t o m e r s  t o  500 kWh.

T h e  A l a s k a  P o w e r  A u t h o r i t y  (APA) h a s  e s t i m a t e d  t h e  f u n d i n g  
r e d u c t i o n s  w h i c h  w o u l d  r e s u l t  f r o m  e a c h  of t h e  e l e m e n t s  in t h e  
A R E C A  p r o p o s a l .  F o r  p u r p o s e s  o f  c o m p a r i s o n ,  H B  182 w o u l d  r e d u c e  
t h e  c o s t  o f  t h e  P C E  p r o g r a m  b y  a b o u t  $5.8 m i l l i o n .

R a i s i n g  t h e  P C E  f l o o r  f r o m  8.5 c e n t s  p e r  k W h  to 1 1 . 2 5  c e n t s  p e r  kWh
w o u l d  r e d u c e  t h e  f u n d i n g  r e q u i r e m e n t  b y  a b o u t  $ 3 . 9  m i l l i o n .

R e d u c i n g  t h e  95 p e r c e n t  m u l t i p l i e r  t o  90 p e r c e n t ,  w i t h  a P C E  floor 

o f  1 1 . 2 5  c e n t s ,  w o u l d  s a v e  a b o u t  $600 , 0 0 0 ,  for a c o m b i n e d  s a v i n g s  
o f  a b o u t  $ 4 . 5  m i l l i o n .  Thus, in o r d e r  to m e e t  t h e  P C E  f u n d i n g  
l e v e l  i n c l u d e d  in t h e  G o v e r n o r ' s  F Y  88 b u d g e t ,  a n  a d d i t i o n a l  $1.3 
m i l l i o n  w o u l d  h a v e  t o  b e  d e l e t e d  f r o m  the p r o g r a m .  A c c o r d i n g  to 
A R E C A ' s  p r o p o s a l ,  t h e  n e x t  s t e p  w o u l d  b e  t o  l o w e r  t h e  750 k W h  p e r  
m o n t h  c a p  t o  5 0 0  kWh. H o w e v e r ,  l o w e r i n g  t h e  c o n s u m p t i o n  c a p  w o u l d  
r e s u l t  in a p r o g r a m  c o s t  r e d u c t i o n  o f  a p p r o x i m a t e l y  $ 2 . 7  m i l l i o n  -- 
m u c h  m o r e  t h a n  t h e  $ 1 . 3  m i l l i o n  r e q u i r e d .

It a p p e a r s  t h a t  in o r d e r  t o  m a t c h  t h e  G o v e r n o r ' s  p r o p o s e d  f u n d i n g  
l e v e l ,  t h e  m o s t  w o r k a b l e  v a r i a t i o n  o f  t h e  A R E C A  p r o p o s a l  w o u l d  be 
t o  r a i s e  t h e  P C E  f l o o r  t o  1 1 . 2 5  c e n t s  a n d  l o w e r  t h e  c o n s u m p t i o n  c a p
f r o m  7 5 0  t o  5 0 0  k W h  p e r  m o n t h .  T h i s  w o u l d  p r o d u c e  a t o t a l  c o s t
r e d u c t i o n  o f  a b o u t  5 . 6  m i l l i o n .  If n e c e s s a r y ,  t h e  95 p e r c e n t  
m u l t i p l i e r  c o u l d  b e  r e d u c e d  b y  o n e  o r  t w o  p e r c e n t  t o  m a t c h  t h e  
p r o p o s e d  f u n d i n g  l e v e l .  If t h e  c o n s u m p t i o n  c a p  w e r e  n o t  r e d u c e d  to 
5 0 0  k W h  p e r  m o n t h ,  t h e  m u l t i p l i e r  w o u l d  h a v e  to b e  r e d u c e d  t o  about 
85 p e r c e n t  t o  m a t c h  t h e  p r o p o s e d  f u n d i n g  level.

R ate, i n?p.aQt?_aLtti9-Ag S.QA.p cq .̂jsal

T h e  A R E C A  p r o p o s a l  w o u l d  r e s u l t  in w h a t  we fe e l  a r e  u n a c c e p t a b l e  
r a t e  i m p a c t s  f o r  r e s i d e n t i a l  c u s t o m e r s .  R a i s i n g  t h e  P C E  f l o o r  to
1 1 . 2 5  c e n t s  w o u l d  r e q u i r e  a r a t e  i n c r e a s e  f o r  a l l  c u s t o m e r s  of 2.75 
c e n t s  (11.25 - 8 . 5 ) .  At a n  a v e r a g e  r e s i d e n t i a l  r a t e  o f  13 c e n f s 
p e r  kWh, t h i s  w o u l d  a m o u n t  t o  a r a t e  i n c r e a s e  o f  21 p e r c e n t .
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T h e  e f f e c t  o f  r e d u c i n g  t h e  95 p e r c e n t  m u l t i p l i e r  w o u l d  v a r y  
d e p e n d i n g  on t h e  P C E  r a t e  o f  e a c h  u t i l i t y .  U s i n g  t h e  A l a s k a  
V i l l a g e  E l e c t r i c  C o o p e r a t i v e  (AVEC) as a m i d - r a n g e  e x a m p l e ,  
r e d u c i n g  t h e  m u l t i p l i e r  t o  85 p e r c e n t  w o u l d  r e q u i r e  an a d d i t i o n a l  
r a t e  i n c r e a s e  of a b o u t  16 p e r c e n t ,  f o r  a t o t a l  r a t e  i n c r e a s e  of 
a b o u t  40 p e r c e n t .  If t h e  c o n s u m p t i o n  c a p  w e r e  r e d u c e d  t o  500 kWh 
w h i l e  l e a v i n g  t h e  m u l t i p l i e r  at 95 p e r c e n t ,  rate i n c r e a s e s  f o r  m o s t  
r e s i d e n t i a l  c u s t o m e r s  w o u l d  b e  l i m i t e d  to t h e  21 p e r c e n t  r e q u i r e d  
b y  r a i s i n g  t h e  f l o o r  t o  11. 2 5  cents.

In c o m p a r i s o n  t o  H B  182, t h e  A R E C A  p r o p o s a l  f a v o r s  l a r g e  c o m m e r c i a l  
c u s t o m e r s  a n d  c o m m u n i t y  f a c i l i t i e s  at t h e  e x p e n s e  of s m a l l  
r e s i d e n t i a l  c u s t o m e r s .  W e  a r e  f l e x i b l e  in o u r  a p p r o a c h  t o  r e d u c i n g  
P C E  f u n d i n g ;  h o w e v e r ,  w e  fe e l  s t r o n g l y  t h a t  a n y  c h a n g e s  m a d e  t o  the 
p r o g r a m  m u s t  p r o t e c t  t h o s e  c u s t o m e r s  w h o  n e e d  t h e  p r o g r a m  t h e  m o s t . 
T h e s e  a r e  t h e  s m a l l  r e s i d e n t i a l  c u s t o m e r s  w i t h  l i m i t e d  c a s h  
i n c o m e s ,  w h o  m i g h t  u s e  o n l y  2 - 3 0 0  k W h  p e r  m o n t h .  U n d e r  t h e  A R E C A  
p r o p o s a l ,  t h e s e  c u s t o m e r s  w o u l d  fa c e  r a t e  i n c r e a s e s  o f  20 - 40 
p e r c e n t .

The "200 kWh PCE" Proposal

R e p r e s e n t a t i v e  K o p o n e n  a l s o  a s k e d  t h a t  we c o m m e n t  on t h e  p r o p o s a l  
m a d e  b y  Mr. A l a n  M i t c h e l l ,  u n d e r  w h i c h  P C E  c u s t o m e r s  w o u l d  be 

p r o v i d e d  f r e e  e l e c t r i c i t y  u p  t o  a l e v e l  o f  a p p r o x i m a t e l y  200 k W h  
p e r  m o n t h .  W h i l e  w e  s u p p o r t  Mr. M i t c h e l l ' s  o b j e c t i v e  of i n c r e a s i n g  
i n c e n t i v e s  f o r  t h e  u s e  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 ,  his 
p r o p o s a l  i n v o l v e s  a m a j o r  r e d i s t r i b u t i o n  o f  PCE b e n e f i t s  f r o m  
l a r g e r  t o  s m a l l e r  P C E  c u s t o m e r s .  F o r  e x a m p l e ,  a c u s t o m e r  u s i n g  
o n l y  2 0 0  k W h  p e r  m o n t h  w o u l d  b e n e f i t  g r e a t l y  f r o m  t h i s  c o n c e p t ,  
w h i l e  a c u s t o m e r  u s i n g  500 k W h  o r  m o r e  p e r  m o n t h  w o u l d  p r o b a b l y  
f a c e  s u b s t a n t i a l  i n c r e a s e s  in p o w e r  cost s .  T h i s  p r o p o s a l  g o e s  w e l l  
b e y o n d  t h e  r e s t r u c t u r i n g  of t h e  P C E  p r o g r a m  in H B  182, a n d  we do 

n o t  r e c o m m e n d  t h a t  t h e  p r o p o s a l  be a d o p t e d .

The Diesel "Low-Load" Problem

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  in 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  at re^-.tively h i g h  l o a d  factors, a n d  at l o w  
l o a d s  o f  20 or 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 i s  is a v a l i d  c o n c e r n  w h i c h  m u s t  b e  c o n s i d e r e d  on a c a s e - b y - c a s e  
b a s i s ,  d e p e n d i n g  o n  t h e  g e n e r a t i o n  c a p a c i t y  a n d  l o a d  c h a r a c t e r­
i s t i c s  o f  e a c h  u t i l i t y .  H o w e v e r ,  we b e l i e v e  that c o n s e r v a t i o n
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m e a s u r e s  c a n  p l a y  s t i l l  p l a y  a m a j o r  r o l e  in h o l d i n g  d o w n  rural 
p o w e r  c o s t s ,  f o r  s e v e r a l  rea s o n s .  F i r s t ,  a l t h o u g h  d i e s e l  fuel 
e f f i c i e n c y  d o e s  d e c l i n e  s o m e w h a t  at l o w e r  loads, w i t h  t h e  h i g h  cost 
o f  f u e l  in m o s t  v i l l a g e s ,  u t i l i t i e s  c a n  s t i l l  o b t a i n  s u b s t a n t i a l  
s a v i n g s  b y  r e d u c i n g  or l i m i t i n g  g r o w t h  in p o w e r  d e m a n d .

S e c o n d ,  w h i l e  m a n y  r u r a l  u t i l i t i e s  t e n d  to h a v e  o v e r s i z e d  
g e n e r a t o r s ,  o t h e r s  a r e  n e a r i n g  t h e i r  g e n e r a t i o n  c a p a c i t y  a n d  will 
h a v e  t o  a c q u i r e  a d d i t i o n a l  u n i t s  u n l e s s  d e m a n d  g r o w t h  can be 
l i m i t e d  b y  c o n s e r v a t i o n  or o c h e r  m e a s u r e s .  S e c o n d ,  d i e s e l  
g e n e r a t o r s  a r e  r e p l a c e d  r e l a t i v e l y  f r e q u e n t l y  in c o m p a r i s o n  to the 
l a r g e r  p o w e r  p l a n t s  u s e d  in u r b a n  a r e a s .  W h i l e  c o n s e r v a t i o n  may 
n o t  b e  as e f f e c t i v e  in a v i l l a g e  w i t h  an o v e r s i z e d  g e n e r a t o r ,  it 
c a n  e n a b l e  t h e  u t i l i t y  t o  p u r c h a s e  a s m a l l e r  g e n e r a t o r  t o  r e p l a c e  
t h e  o v e r s i z e d  u n i t  w h e n  it w e a r s  out.

T h i r d ,  s o m e  t y p e s  o f  c o n s e r v a t i o n  m e a s u r e s  c a n  h e l p  t o  r e d u c e  the 
l o w - l o a d  p r o b l e m .  In m a n y  v i l l a g e s ,  t h i s  is a s e a s o n a l  s u m m e r  
p r o b l e m  b e c a u s e  l o a d s  a r e  h i g h  in t h e  w i n t e r  a n d  l o w  in t h e  summer. 
B y  t a r g e t i n g  c o n s e r v a t i o n  m e a s u r e s  at e l e c t r i c a l  u s e s  w h i c h  
c o n t r i b u t e  t o  t h e  w i n t e r  peak, s u c h  as l i g h t i n g ,  t h e  w i d e  s w i n g s  in 
s e a s o n a l  d e m a n d  c a n  be r e d u c e d .

T h e  b e s t  s o l u t i o n  t o  t h e  l o w - l o a d  p r o b l e m  is t h e  u s e  o f  t w o  or m o r e  
g e n e r a t o r s  in s e r i e s ,  w h i c h  a l l o w s  a u t i l i t y  t o  u s e  a s m a l l  

g e n e r a t o r  d u r i n g  its d a i l y  o r  s e a s o n a l  l o w  p o i n t s  in d e m a n d ,  then 
b r i n g  a d d i t i o n a l  u n i t ( s )  as d e m a n d  i n c r e a s e s .  T h i s  l o a d  f o l l o w i n g  
p r o c e d u r e  is u s e d  b y  m o s t  of t h e  l a 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  e m p l o y e d  b y  m a n y  s m a l l e r  u t i l i t i e s .

I h o p e  t h i s  i n f o r m a t i o n  is h e l p f u l .  P l e a s e  let m e  k n o w  if we can 
b e  o f  f u r t h e r  a s s i s t a n c e .

S i n c e r e l y ,

J a c k  K r e i n h e d e r  
S e n i o r  A n a l y s t
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MEMORANDUM State of Alaska
TO:

THRU:

FROM;

Jack Kreinheder, Senior Analyst 
Of f ice o f  th e  G o ve rno r 
Divis ion o f  Pol icy

OATE: March 31, 1987
FILE NO.:

R LOCL ^ ’

Gloria Manni, Directo r 
Accounting & Administration

TELEPHONE NO.:

s u b je c t :  Power Cost Equalization 
Program (PCEP)
Analysis o f  FY88 Funding 
Requirements

As per your request, the attached schedule summarizes the projected 
program requirements under decreasing percentages o f  power cost equa l i ­
zation provided to u t i l i t i e s  per kwh sold and in combination with e i the r  
the existing f l o o r  o f  8 .5 cents per kwh or a f l o o r  o f  11.25 cents per 
kwh.
The variance percentages o f  the subsidy requirement have been ca lculated 
on the standard sample group o f  u t i l i t i e s  and applied program wide. 
Administrative costs are not Included in the p ro jec t ions .
The a l te rna t ive  c loses t  to the $14,289.1 program funding in the FY88 
Budget o f the Governor are achieved by ra is ing the PCEP f l o o r  to 11.25 
cents per kwh and decreasing the percentage o f  power cost equal izat ion 
provided per kwh so ld to 852 and 802.
Please ca l l  me i f  you have any questions.
GM:tg
cc: R.E. LeResche, D irec to r ,  Alaska Power Authority

8545/DD19/1



Alaska Power Authority

POWER COST EQUALIZATION PROGRAM - FY88 
Analysis o f  Projected Program Requirement 

March 29, 1987
2 o f  

Power Costs
Power Costs 
8 .5  - 52.5$ Variance 

From Base
Power Costs 

11,25 - 52.5$ 
x kwh

Variance 
From Base(A)

(1) ~ U T " 13)
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 f a c i l i t i e s
-  Decreasing percentages o f  power cost equal izat ion provided x kwh 

so ld (1)- Power costs more than 8.5$ and less than 52.5$ x kwh e l i g ib l e  f o r  PCEP 
subsidy (2 )

- Power costs more than 11.25$ and less than 52.5$ X kwH e l i g i b l e  f o r  
PCEP subsidy (3 )

Note:
(A) = PCEP subsidy requirements under ex ist ing l e g i s l a t i o n ,  as presented 

in the Power Authority o r ig ina l FY88 budget request

8545/DD19/2



A T T A C H M E N T  1 

19 8 5  Energy Use (K w h) and Billing Charges ($ /K w h )  
ALASKA UTIL IT IES  BY REGION 

(Page 2 of 2)

Res iden tia l Co rwnerc la l/ Industria l TOTAL
(Average Annua l)________  ________(Average Annua l)________   (Average Annua l)

•• Use B i l l Charge(1) Use B i l l Charge!1) Use B i l l Charge!
Reglon/Communlty U t i1I t y Kwh/Cust. S/Cust. t/Kwh Kwh/Cust. $/Cust. t/Kwh Kwh/Cust. J/Cust. t/Kwh

ARCTIC - NORTHWEST
48 V I I I  ages AVEC 2,777 1,257 45.3 1 4 , 0 0 7 5,692 1*0.6 5,962 2,46 7 41.3
Barrow BUAEC <♦,953 644 13.0 64,157 5,774 9.0 18,981 1,923 10.1
Deadhorse AUI 0 0 0 656,851 167,1*31 25.A 656,851 167,431 "25.4
Kotzebue KtEA 6,046 1,377 22.8 52,340 11,11*9 21.3 14,106 30,794 21.8
Nome NJUB 5,394 1,041 19.3 29,089 1*72 15.8 10,604 2,085 19.6
Una lak lee t UVEC 5,198 1,160 22.3 31,930 6,761 21.1 10,759 2,326 21.6

Regional Average 3,967 1,11*5 33.1 50,722 8,195 21.2 32,927 5,752 29.9

SOUTHWEST
Ani ak APC 3,787 1,634 43.2 35,310 13,386 37.9 9,165 3,630 39.7
Bethel BUC 5,079 970 19.1 58,598 9,832 16.8 13,495 2,363 17.5
Cold Bay CAK 15,276 3,207 21.0 61,537 13,171 21.4 42,371 9,048 21.4
D1111ngham NEC 5,251 1,069 20.4 27,927 5,300 19.0 10,740 2,111 19.7
Egegik ELAP 3,740 2,131 57.0 7,152 4,076 57.0 4,6.15 2,670 57.0
Levelock (3) LEC 3,825 2,173 57.9 12,240 6,391 53.2 6,350 3,123 50.1
McGrath MCLAP 3,359 1,224 36.4 13,596 5,165 38.0 8,089 3,045 37.6
Naknek NEA 5,961 1,377 23.1 30,775 7,101 23.1 14,139 3,264 23.1
Napaklak (3) NHC 3,224 983 30.5 14,425 4,502 31.2 4,214 1,294 30.7

Regional Average 5,106 1,151 23.4 36,089 7,544 24.0 15,808 2,646 22.8

Alaska Average 9,027 801 14.3 74,724 5,916 9.2 19,363 1,693 9.5

NOTE: (1) These charges do not r e f le c t  the actual costs to  consumers o f u t i l i t i e s  e l ig ib le  under the State Power Cost Egual Iza t lo n  Program.
(2) Regional averages are weighted by popu la tio n .
(3) E: Estimated.

ALASKA POWER AUTHORITY 12/06



<7><T* 1 9 8 5  Energy Use (K w h) and Billing Charges ($ /K w h)
ALASKA U T IL IT IES  BY REGION 

(Page 1 o f 2)

Resldenti al 
(Average Annua l)

Com m ercia l/ Industria l 
(Average Annua!)

TOTAL 
Average Annual)

Region/Common 1ty U t i l i t y
Urs

Kwh/Cust
B i l l

$/Cust.
C h a rg e d ) 
t/Kwh

Use
Kwh/Cust

B i l l
$/Cust.

C h a rg e d ) 
t/Kwh

Use
Kwh/Cust

B i l l
S/Cust.

Charge(
t/Kwh

SOUTHEAST 
AP&T ( I n c l . Tok) AP&T k ,780 789 16.5 22,580 3,k2k 15.2 11,08b 1,679 15.1
Auke Buy CHEA 11,3k6 1,639 1k.k 39,161 2,7k1 7.0 1k,k96 1,923 13.3
5 V I11 ages THREA 5,227 1,829 35.0 23,563 8,k83 36.0 8,925 3,122 35.0
Heines HL&P 5,833 1,102 18.9 25,966 k ,385 16.9 10,666 1,806 16.9
Juneau AEL&P ’ 12,695 922 7.3 50,858 3,830 7.5 21,019 1,5k5 7.3
Ketchikan KPU 9,777 909 9.3 k7,818 k ,339 9.1 15,836 1 ,k55 9.2
Met 1akatla MP&L 17,186 1,0k 7 6.1 116,395 11,902 10.2 30,705 2,5k3 8.3
Petersburg PMP&L 6,k1k 69? 10.8 60,839 6,030 9.9 1k,5kk 1 ,k89 10.2
S itka SEO 10,997 7 AS 6.8 63,876 k,156 6.5 22,791 1 ,k99 6.6
Wrange)1 WML&P 5,611 865 15.k 2k,083 2,71k 11.3 10,811. 1,399 12.9
Yakutat YPI 7,008 1,339 19.1 62,286 9,98k 16.0 1k,k1 1 2,k98 17.3

Reg!onal Average (2) 10,395 95k 10.3 k9,376 k,398 9.9 i 8,05 i 1,622 9.9

SOUTHCENTRAL
Kodiak KdEA 6,037 1,026 17.0 58,9k7 9,137 15.5 20,ica 3,016 15.0
Po rt Lions KdEA 3,637 655 18.0 8,909 1,532 17.2 5,Of 5 912 18.0
Anchorage AML&P 7,360 k87 6.6 120,659 7,155 5.9 26,8:0 1,6k1 6.1

CEA 9,658 6k0 6.k 76,199 k,52k 5.9 16,3: 2 1,0k3 6.k
MEA 11,762 1,057 9.0 60,711 k,330 7.1 15,9 i5 1 ,k29 9.0

Cordova CEC 5,688 1,378 2k.2 27,538 5,262 19.1 13,3)6 2,709 20.3
C lenna llen CVEA k,9k1 998 20.2 . 58,965 9,788 16.6 17,623 3,057 17.3
Homer HEA 10,926 871 8.k 103,728 6,797 6.5 23,630 1,723 7.3
Seward SES I0,0k0 1,01k 10.1 35,k15 3,391 9.5 19,C21 1,869 9.8
Valdez CVEA 7,99k 1,223 15.3 69,353 9,952 1k.3 20,F60 3,025 1k.5

Regional Average 9,583 7k2 '/.8 85,587 5,871 7.k 19,! 05 1 ,k35 7.5

YUKON
Fa irbanks FMUS 5,862 511 8.7 69,738 6,31k 9.1 21,526 1,9k2 9.0

CVEA 8,103 871 10.7 71,935 6,710 9.3 15,503 1,5k 8 10.0
Fo rt  Yukon CZUC 1,8k1 801 k3.5 16,61k 5,737 3k.5 6,233 2,269 36.k
Manley Hot Springs MUC 2,k00 573 23.8 6,700 1,670 2k.9 3,D1k 730 2k.2
Northway NP&L 3,057 893 29.2 55,059 1k,8k1 27.0 13,198 3,610 27.k
Tanan TPC 5,068 1,926 38.0 81,68k 29,k06 36.0 9 t m 3,552 37.0

Regional Average 7,613 812 10.8 69,9kk 6,627 9.9 16,59k 1,650 10.3
ALASKi POWER AUTHORITY 12/86
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A L A S K A  P U B L I C  UT I L I T I E S  C O M M I S S I O N - A K N U A L  RE P O R T  (Fiscal Year Ending 6/30)

SAWIE MONTHLY RESIDENTIAL ELECTRIC RATES 
(As of December 31, 1985 - Fuel Cost Rata Adjustments Included Where Available)

COWAJNITY
100
KWH

500
KKH

1.000
KWH

1,500
KWH

Power Cost
Equalisation01 UTILITY SERVING COAKJNI TY

Anchorage

Anchorage

Andreanof
Angoon

i  10.S3 i  34.16 S 63.83 J 93.49

11.59 36.01 66.52 97.04

55.00
37.06

200.00

175.90
325.00
337.70

450.00
499.50

Anlek 42.48 202.68 395.63 588.58

r.VEC
Communities

44.15 220.75 441.50 662.25

Barrow 15.00 66.00 121.56 177.12

Bethel 22.38 93.46 173.86 254.27

Bottles 49.50 247.50 495.00 742.50
Central 50.89 254.45 508.90 763.35
Chuothbaluk 59.00 295.00 590.00 885.00

Chugiak 18.44 52.13 94.35 133.01

Cold Say 36.15 140.75 271.50 402.25
Copper Contor 26,40 100.10 105.10 270.10

Craig 21.28 92.84 182.29 275.74

Crooked Creek 59.00 295.00 590.00 885.00

Delta Junction 19.99 59.93 101.11 142.29

Dl 11 Ingham 26.57 100.34 186.70 273.18

Douglas 15.50 49.50 92.00 134.50

Eagle River 18.44 52.18 94.35 133.01

Egegik 54.79 273.95 547.90 821.85

Fairbanks 19.99 59.93 101.11 142.29

Fort Yukon 45.01 165.09 277.69 390.29

Municipal Light A Power
Department, Municipality of 
Anchorage d/b/a

Chugach Electric 
Association, Inc.

26.50d/KWH Andreanof E lec tric  Corporation
21.93d/KWH TlInglt-Halda Regional 

E lectrica l Authority
22.35d/KHH Anlak Light and Power 

Company, Inc.
29.696/KWH Alaska V illage E lec tric  

Cooparatlve, Inc.
Barrow U t il i t ie s  and E le c tr ic  

Cooparatlve, Inc.
7.266/KWH Bethel U t il i t ie s

Corporation, Inc.
3 5 . 196/KWH Betties Light 4 Power, Inc .
33.386/KWH Far North U t il i t ie s
4J,80/f/fOtH Middle Kuskokwlm E lec tric  

Cooperative, Inc.
Matanuska E lec tric  

Association, Inc.
t

15.436/KWH G A K, Inc.
Copper Valley E lec tric  

Association, Inc.
7.416/KWH Alaska Power 4 Telephone

Company
41,601/KWH Middle Kuskokwlm E lec tric  

Cooperative, Inc.
Golden Valley E lec tric  

Association, Inc.
9.646/KWf Nushagak E lec tric

Cooperative, Inc.
Alaska E le c tric  Light 4  Power 

Compeny
Matanuska E lectrIc  

Association, Inc.
33.326/KWH Eoeglk Light and Power

Homer Loo Leonard d /b / a

Golden Vallay E lec trIc  
Association, Inc.

18.666/KWH Gwitchyaa Zhee U t i l i t y  Company

Sta te  assistance credited to customer b i l ls  on a cents/KWH basis for consumption 
up to 750 KWH per customer.
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SAMPLE MONTHLY RESIDENTIAL ELECTRIC RATES (CONT.)
(As of Oacembar 31, 1985 - Fuel Cost Rate Adjustments Included Wiare Available)

COmjNITY 100
KWH 500KWH 1,000KWH 1,500KWH

Power Cost . . .
Equalisation11' UTILITY SERVING COFMJNITY

GlannalIan $ 26.AO $100.10 $185.10 $270.10 Copper Va lley E lec tric  
Association, Inc.

Haines 25.45 90.45 165.93 ..58 •05946/KWH Haines Light $ Powar 
Company, Inc.

HalIbut Cova 23.32 57.62 100.50 143.38 Hamer E lo c tr lc
Association, Inc.

Hanly 19.99 59.93 101.11 142.29 Goidan Vallay E lectrIc  
Association, Inc.

Homer 22.27 52.41 90.08 121.63 Ffcrer E le c tr ic
Association, Inc.

Hoonah 37.06 175.90 337.70 499.50 21.936/KWH Tl Inglt-Halda Regional 
E le c tr ica l Authority

Ho pa I t .  59 36.01 66.52 97.04 Chugoch E lec tric  
Association, Inc.

Hydaburg 27.64 121.52 238.87 356.22 14.336/KWH Alaska Power & TelephoneCompany
111 anna 45.57 227.85 455.70 683.55 26.026/KWH l-N-H E le c tr ic

Cooperative, Inc.
Junoau 15.50 49.50 92.00 134.50 Alaska E le c tr ic  Light $ Power 

Company
Kokn 37.06 175.90 337.70 499.50 21.936/KWH Tl ingIt»Haida Regional 

E le c tr ica l Authority
Kasaan 37.06 175.90 337.70 499.50 21.936/KWH Tl Ingit-Haida Reglonol 

E le c tr ica l Authority
Kanal 22.27 52.41 "O.08 121.63 Homer E lo c tr lc

Association, Inc.
Klevock 37.06 175.90 337.70 499.50 21.936/KWH Tlingit-HaIda Regional 

E le c tr ica l Authority
Kodiak 14.93 67.15 120.20 170.75 Kodiak E le c tr ic  

Association, Inc.
Kotzebue 31.60 111.76 211.96 312.16 9.986/KWH Kotzebue E lec tric  

Association, Inc.
Levelock 52.00 260.00 520.00 780.00 41.806/KWH Levelock E lectric  

Cooperative, Inc,
Menokotek 30.00 150.00 300.00 450.00 21.106/KWH Manokotek Pover Ccnoany
McGrath 39.95 188.27 361.54 534.81 20.266/KWH McGrath Light L Powe Company
Moose Pass 11.59 36.01 66.52 97.04 Chugoch E le c t r ic • 

Association, Inc.
Mapiklak 47.00 235.00 470.00 705.00 38.506/KWH Nepaklak Irclnag Power Company
Hanana 19.99 59.93 101.11 142.29 Golden Valley E loc trlc  

Association, Inc.
M iniIchlk 22.27 i-2.41 90.08 121.63 Hamer E le c tr ic  Association,

Inc.

(11State assistance credited to customer b i l ls  on a cents/KWH bails for consumption 
up to 750 KWH par customer.
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CCI44JHITY

SAMPLE MONTHLY RESIDENTIAL ELECTRIC RATES (CONT.)
(As of December 31. 1985 - Fuel Cost Rat* Adjustments Included Where Available)

100 500 1.000 1,500 Power Cost .KXH KWH______ KWH_______ KWH Equalisation UTILITY SERVING CCkWJHI TV

(2)

tb rth  Pol a

ttorthway 
Palnar

Pol lean 
Port Graham

Port Lions

Rad Devi I

Sand Point

Soldov la

Skegway

Slsetmuto

Soldotna

StarlIng

Stony Rivar

Talkaotna

Tanana
Ta ilo r

Tok/Oot Laka 

Unalakleot 

Valdai 

Was) I la

J 19.99 $ 59.93 3101.11 J142.29 Golden Vallay E le c tric  
Association, Inc.

27.53 137.65 275.30 412.95 19.03d/KWH Northway Powar A L ight, Inc.
18.44 52.16 94.35 133.01 Matanuska E le c tr ic

Association, Inc.
15.10 75.50 151.00 226.50 2.99i‘/KWH Pal lean lit 111 ty  Company
23.32 57.62 100.50 143.30

14.93 67.15 120.20 170.85

kbmer E le c tr ic
Association, Inc.

Kodiak E le c tr ic
Association, ,nc.

59.00 295.00 590.00 885.00 4l.d0d/KWH Middle Kuskokwlm E le c tr ic
Cooperative, Inc.

30.10 142.79 280.44 418.09 6.66//KWH Sand Point E le c tr ic
Company, Inc.

23.32 57.62 100.30 143.38 Homer E le c tr ic
Association, Inc.

24.66 86.29 159.54 232.79 5.16tf/KWH Alaska Powar A Telephone
Company

59.00 295.00 590.00 883.00 41.80̂ /KWH Mldole Kuskokwim E le c tr ic
Cooperative, Inc.

22.27 52.41

22.27 52.41

90.08 121.63

90.08 121.63

Hamer E le c tr ic
Association, Inc.

toner Electric
Association, Inc.

59.00 295.00 590.00 885.00 4I.80<!/KWH Middle Kuskokwim E le c tr ic
Cooperative, Inc.

18.44 52.18 94.35 133.01 Matanuska E le c tr ic  Association, Inc.
44.50 211.90 405.40 598.90 23.32d/KWH Tanana Power Company, Inc.
53.75 268.75 537.50 806.25 40.37<i/KWH Taller Power Company

Helen M. and Robert 
R. Blodgett d/b/a

23.11 110.60 213.40 306.50 9.31(f/KWH Alaska Power A Telephone
Company

32.88 106.40 198.30 290.20 II.624/KHH Matanuska E le c tr icAssociation, Inc.
23.40 87.00 164.10 240.60

10.44 52.18 94.35 133.01

Copper Valley E le c tr ic  
Association, Inc.

Matanuska E le c tr ic  
Association, Inc.

B
B
m
P

B
B

I
B

I

*'*Sfafe assistance credited to customer b i l ls  on a cents/KWH bells for consumption 
up to 730 KWH per customer.
C e rtifica te  to. 230 was transferred from Pelican U t i l i t y  Company to Sand Point E le c tr ic  Company, 
In c ., In 1906.

17)



_
S E N T  BY: A s. A.

'

i
s
!
1

Ia
g
i
i
i

A L A S K A  ?L‘3LIC UTILIIiES C O M M I S S I O N

SAMPLE MONTHLY RESIDENTIAL ELECTRIC RATES (CONT.)
(As of December 31 • 1905 - ^uel Cost Rata Adjustments Included where Available)

COMJNITY
too
KWH

500
KWH

1,000 
KWH

1,500
KWH

Poear Cost . . .  
Equal 1 rat Ion UTILITY SERVING CCmjNITY

Whltt|er S 11.39 J 36.01 J 66.52 J 97.04 Chugach E lectric 
Association, Inc.

X I1 low 18.44 52.18 94.35 133.01 Matanuska E lec tric  
Association, Inc.

Yakutat 24.06 98.50 183.80 264.10 7. 17j!/KWH Yakutat Pow r, Inc.

***State assistance credited to customer b i l ls  on a cants/KWH basis for consunptlon 
up to 750 KWH par custanar.
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T h e  H o n o r a b l e  S a m  C o t t e n
T h e  H o n o r a b l e  A d e l h e i d  H e r r m a n n
C o - c h a i r s ,  H o u s e  R e s o u r c e s  C o m m i t t e e
A l a s k a  S t a t e  L e g i s l a t u r e
P.O. B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

S U B J E C T :  H B  182 (Power C o s t  E q u a l i z a t i o n )

D e a r  R e p r e s e n t a t i v e s  C o t t e n  a n d  H e r r m a n n :

H o u s e  B i l l  182 is s c h e d u l e d  f o r  h e a r i n g  b y  t h e  H o u s e  R e s o u r c e s  
C o m m i t t e e  on F r i d a y ,  A p r i l  24. T h e  p u r p o s e  o f  t h i s  l e t t e r  is to 
e x p l a i n  w h y  H B  182 is n e c e s s a r y ,  t o  s u m m a r i z e  t h e  a m e n d m e n t s  m a d e  
to H B  182 b y  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e ,  a n d  t o  p r e s e n t  
t h e  p o s i t i o n  o f  t h e  G o v e r n o r ' s  O f f i c e  o n  t h e s e  a m e n d m e n t s .

Why HB 182 Is Needed

T h e  m a i n  p u r p o s e  o f  H B  182 is t o  p r e v e n t  m a j o r  i n c r e a s e s  in 
e l e c t r i c  p o w e r  r a t e s  f o r  m o s t  r u r a l  r e s i d e n t s .  U n d e r  p r e s e n t  law, 
t h e  A l a s k a  P o w e r  A u t h o r i t y  (APA) is r e q u i r e d  t o  p r o r a t e  a n y  f u n d i n g  
s h o r t f a l l  in t h e  P o w e r  C o s t  E q u a l i z a t i o n  (PCE) p r o g r a m  e q u a l l y  
a m o n g  a l l  c u s t o m e r  c l a s s e s .  U n d e r  t h e  f u n d i n g  l e v e l  in t h e  
G o v e r n o r ' s  F Y  88 b u d g e t ,  t h i s  p r o v i s i o n  w o u l d  r e s u l t  i n  p o w e r  r a t e  
i n c r e a s e s  o f  m o r e  t h a n  50 p e r c e n t  f o r  m a n y  r u r a l  r e s i d e n t s .  H B  182 
w o u l d  e s t a b l i s h  r e s i d e n t i a l  c u s t o m e r s  as t h e  f i r s t  p r i o r i t y  for 
f u l l  f u n d i n g  a n d  w o u l d  a v o i d  a n y  i n c r e a s e  in p o w e r  r a t e s  for 
r e s i d e n t i a l  c u s t o m e r s  u s i n g  500 k i l o w a t t  h o u r s  (kWh) or less p e r  
m o n t h .

T h e  s p e c i f i c  p r o v i s i o n s  of H B  182 a n d  t h e  A d m i n i s t r a t i o n ' s  l o n g  
t e r m  o b j e c t i v e s  f o r  r u r a l  e n e r g y  a s s i s t a n c e  a r e  e x p l a i n e d  in 
G o v e r n o r  C o w p e r ' s  t r a n s m i t t a l  l e t t e r ,  w h i c h  was p r e v i o u s l y  i n c l u d e d  

in y o u r  b i l l  files.

In t e s t i m o n y  b e f o r e  t h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  o n  HB 
182, u t i l i t y  r e p r e s e n t a t i v e s  a n d  r u r a l  e n e r g y  g r o u p s  o p p o s e d  H B  182 
a n d  a r g u e d  f o r  f u l l  f u n d i n g  of t h e  P C E  p r o g r a m .  In l i g h t  of o u r
c u r r e n t  f i s c a l  s i t u a t i o n  a n d  t h e  c u t s  b e i n g  m a d e  t o  o t h e r
p a s s - t h r o u g h  p r o g r a m s ,  we b e l i e v e  t h a t  f u l l  f u n d i n g  f o r  P C E  is

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

0 1  A 3 4 L H
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A c c o r d i n g  t o  p r o j e c t i o n s  b y  t h e  APA, f u l l  f u n d i n g  f o r  t h e  P C E  
p r o g r a m  w o u l d  r e q u i r e  an F Y  88 a p p r o p r i a t i o n  o f  a b o u t  $ 1 6 . 9  
m i l l i o n ,  o r  22 p e r c e n t  m o r e  t h a n  t h e  F Y  8'7 r e v i s e d  a p p r o p r i a t i o n  of 
$ 1 3 . 8  m i l l i o n .  T n e  G o v e r n o r ' s  b u d g e t  p r o p o s e s  a n  F Y  88 f u n d i n g  
l e v e l  o f  $ 1 1 . 1  m i l l i o n ,  20 p e r c e n t  l e s s  t h a n  t h e  F Y  87 r e v i s e d  
leve l .  T h i s  20 p e r c e n t  r e d u c t i o n  m a t c h e s  t h e  c u t s  m a d e  in t h e  
G o v e r n o r ' s  b u d g e t  t o  r e v e n u e  s h a r i n g  a n d  m u n i c i p a l  a s s i s t a n c e ,  t w o  
o f  t h e  l a r g e s t  p a s s - t h r o u g h  p r o g r a m s .

If f u n d i n g  f o r  P C E  is t o  b e  r e d u c e d  in F Y  88, we b e l i e v e  t h a t  HB 
182 p r o v i d e s  a m o r e  e q u i t a o l e  a l l o c a t i o n  o f  m o n e y  u n d e r  t h e  p r o g r a m  
t h a n  w o u l d  r e s u l t  f r o m  t h e  p r o r a t i o n  m e c h a n i s m  in p r e s e n t  law. T h e  
p e o p l e  w h o  b e n e f i t  the m o s t  f r o m  t h e  P C E  p r o g r a m  a r e  r u r a l  
r e s i d e n t s  w i t h  l i m i t e d  c a s h  i n c o m e s .  HB 182 w o u l d  a v o i d  i n c r e a s e s  
in p o w e r  r a t e s  f o r  t h e s e  c u s t o m e r s ,  e v e n  w i t h  r e d u c e d  f u n d i n g .

Labor and Commerce Committee Amendments

T h e  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  m a d e  t h e  f o l l o w i n g  
a m e n d m e n t s  t o  H B  182:

• A  l e n g t h y  s t a t e m e n t  o f  f i n d i n g s  o n  s e v e r a l  p o s i t i v e  r e s u l t s  
o f  t h e  P C E  p r o g r a m  w a s  a d d e d  as S e c t i o n  1;

• T h e  p r o v i s i o n  l i m i t i n g  e l i g i b l e  c o m m e r c i a l  c u s t o m e r s  t o  
t h o s e  w h o s e  p u r c h a s e  of p o w e r  d o e s  n o t  e x c e e d  1 , 0 0 0  k W h  p e r  
m o n t h  o r  1 2 , 0 0 0  k W h  p e r  y e a r  w a s  d e l e t e d ;

• A  p r o v i s i o n  w a s  a d d e d  w h i c h  w o u l d  r e d u c e  t h e  c a p  o n  e l i g i b l e  
P C E  c o n s u m p t i o n  f r o m  500 k W h  p e r  m o n t h  t o  2 5 0  k W h  p e r  m o n t h  
o v e r  a p e r i o d  o f  f i v e  years, f r o m  F Y  89 t o  F Y  93 ( S e c t i o n
3) .

Comments on Labor and Commerce Amendments

W e  d o  n o t  s u p p o r t  t h e  t w o  s u b s t a n t i v e  c h a n g e s  m a d e  t o  HB 182 b y  the 
L a b o r  a n d  C o m m e r c e  C o m m i t t e e .  W i t h  r e g a r d  t o  t h e  a m e n d m e n t  w h i c h  
w o u l d  c o n t i n u e  t o  i n c l u d e  l a r g e  c o m m e r c i a l  c u s t o m e r s  in t h e  P C E  
p r o g r a m ,  t h e  A P A  h a s  e s t i m a t e d  t h a t  t h i s  c h a n g e  w i l l  i n c r e a s e  t h e  
c o s t  o f  t h e  P C E  p r o g r a m  b y  a b o u t  $1.4 m i l l i o n  in c o m p a r i s o n  t o  the 
o r i g i n a l  v e r s i o n  o f  HB 182. If t h e  G o v e r n o r ' s  p r o p o s e d  F C E  f u n d i n g  
l e v e l  is n o t  i n c r e a s e d  b y  t h i s  a m o u n t ,  t h e r e  w o u l d  b e  a s h o r t f a l l  
in f u n d s  a v a i l a b l e  for c o m m e r c i a l  c u s t o m e r s .  T h i s  s h o r t f a l l  w o u l d  
b e  p r o r a t e d  a c r o s s  a l l  c o m m e r c i a l  c u s t o m e r s ,  r a i s i n g  p o w e r  r a t e s  
fo r  s m a l l  b u s i n e s s e s  as w e l l  as large.

U t i l i t y  r e p r e s e n t a t i v e s  h a v e  t e s t i f i e d  t h a t  e x c l u d i n g  l a r g e  
c o m m e r c i a l  c u s t o m e r s  w o u l d  b e  d i f f i c u l t  tc a d m i n i s t e r  a n d  c o u l d  
e n c o u r a g e  t h e s e  c u s t o m e r s  t o  g e n e r a t e  t h e i r  o w n  e l e c t r i c i t y .  We 
r e c o g n i z e  t h e s e  c o n c e r n s ;  h o w e v e r ,  we b e l i e v e  it is b e t t e r  t o
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e x c l u d e  l a r g e  c o m m e r c i a l  c u s t o m e r s ,  w h o  w o u l d  f a c e  r e l a t i v e l y  m i n o r  
i n c r e a s e s  in p o w e r  c o sts, t h a n  to i n c r e a s e  p o w e r  r a t e s  f o r  s m a l l  
c o m m e r c i a l  c u s t o m e r s  w h o  n e e d  the P C E  p r o g r a m  t h e  m o s t .

F o r  e x a m p l e ,  u n d e r  p r e s e n t  l a w  a b u s i n e s s  u s i n g  7 , 5 0 0  k W h  p e r  m o n t h  
r e c e i v e s  a P C E  s u b s i d y  f o r  o n l y  t h e  f i r s t  7 5 0  kWh, o r  10 p e r c e n t  of 
its t o t a l  c o n s u m p t i o n .  T h e  e f f e c t  o f  e x c l u d i n g  s u c h  a b u s i n e s s  
f r o m  t h e  P C E  p r o g r a m  o n  its p o w e r  c o s t s  w o u l d  vary, b u t  in a n  
a v e r a g e  v i l l a g e ,  p o w e r  c o s t s  f o r  t h e  b u s i n e s s  w o u l d  i n c r e a s e  b y  
5 - 1 0  p e r c e n t .  W e  b e l i e v e  s u c h  a r a t e  i n c r e a s e  is a c c e p t a b l e  a n d  
w o u l d  n o t  c a u s e  a n y  s i g n i f i c a n t  s h i f t  t o w a r d  s e l f - g e n e r a t i o n  b y  
l a r g e  c o m m e r c i a l  c u s t o m e r s .

W e  a r e  a l s o  o p p o s e d  t o  t h e  L a b o r  a n d  C o m m e r c e  a m e n d m e n t  w h i c h  w o u l d  
g r a d u a l l y  r e d u c e  t h e  c a p  o n  e l i g i b l e  P C E  c o n s u m p t i o n  f r o m  5 0 0  k W h  
p e r  m o n t h  t o  2 5 0  k W h  p e r  m o n t h .  A l t h o u g h  G o v e r n o r  C o w p e r  f a v o r s  
s h i f t i n g  S t a t e  e n e r g y  a s s i s t a n c e  t o w a r d  m o r e  l a s t i n g  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  r a t h e r  t h a n  a n n u a l  s u b s i d i e s  s u c h  as PCE, we 
f e e l  t h a t  it is p r e m a t u r e  t o  a d o p t  t h e  p h a s e o u t  a p p r o a c h  p r o p o s e d  
b y  t h e  L a b o r  a n d  C o m m e r c e  s u b s t i t u t e  now. T h e  A d m i n i s t r a t i o n  p l a n s  
t o  c a r e f u l l y  e v a l u a t e  a l t e r n a t i v e s  a n d  p o s s i b l e  i m p r o v e m ' i t s  t o  the 
P C E  p r o g r a m  d u r i n g  t h e  i n t e r i m  b e f o r e  c o n s i d e r i n g  f u r t h e r  
r e d u c t i o n s  in P C E  f u n d i n g .

W e  r e c o m m e n d  t h a t  y o u  e i t h e r  d e l e t e  t h e  t w o  s u b s t a n t i v e  a m e n d m e n t s  
m a d e  t o  H B  182 b y  t h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  o r  a d o p t  t h e  
o r i g i n a l  v e r s i o n  o f  t h e  b i l l  as p r o p o s e d  b y  t h e  G o v e r n o r .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  of t h e  t h e s e  r e c o m m e n d a t i o n s .
G i v e n  t h e  s h o r t  t i m ^  r e m a i n i n g  in t h e  l e g i s l a t i v e  s e s s i o n ,  w e  h o p e  
t h a t  y o u  w i l l  a c t  p r o m p t l y  on t h i s  l e g i s l a t i o n .

S i n c e r e l y ,

M a r y  H a l l o r a n  
D i r e c t o r

cc: H o u s e  F i n a n c e  C o m m i t t e e
R o b e r t  L e R e s c h e ,  E x e c u t i v e  D i r e c t o r  
A l a s k a  P o w e r  A u t h o r i t y
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S U B J E C T :  H B  182 (Power C o s t  E q u a l i z a t i o n )

D e a r  R e p r e s e n t a t i v e s  C o t t e n  a n d  H e r r m a n n :

At t o d a y ' s  R e s o u r c e s  C o m m i t t e e  h e a r i n g  on HB 182, R e p r e s e n t a t i v e  
S h u l t z  r e q u e s t e d  i n f o r m a t i o n  o n  the c o s t  r e d u c t i o n s  w h i c h  w o u l d  
r e s u l t  f r o m  l o w e r i n g  the c o n s u m p t i o n  c a p  f o r  the P o w e r  C o s t  
E q u a l i z a t i o n  (PCE) p r o g r a m  f r o m  750 k W h  p e r  m o n t h  to 500 k W h  or 
400 k W h  p e r  month, w i t h  no o t h e r  c h a n g e s  to the pro g r a m .

A c c o r d i n g  t o  p r o j e c t i o n s  b y  t h e  A l a s k a  P o w e r  A u t h o r i t y ,  l o w e r i n g  
t h e  c a p  t o  500 k W h  p e r  m o n t h  w o u l d  r e d u c e  ''he p r o g r a m  co s t  b y  
$ 2 , 8 5 6 , 3 0 0 .  L o w e r i n g  t h e  c a p  to 400 k W h  w o u l d  s a v e  an a d d i t i o n a l  
$ 1 , 7 1 1 , 9 0 0 ,  for a t o t a l  o f  $ 4 , 5 6 3 , 2 0 0 .  T h i s  f i g u r e  c o m p a r e s  to 
p r o j e c t e d  s a v i n g s  u n d e r  the o r i g i n a l  v e r s i o n  of HB 182 of a b out 
$ 5 , 7 9 9 , 7 0 0 .  T h e  a d d i t i o n a l  c o s t  r e d u c t i o n s  u n d e r  HB 182 r e s u l t  
f r o m  r e s t r i c t i o n s  on P C E  f u n d i n g  for c o m m u n i t y  f a c i l i t i e s  a n d  
l i m i t i n g  P C E  f u n d i n g  for c o m m e r c i a l  c u s t o m e r s  to t h o s e  u s i n g  no 
m o r e  t h a n  1 , 0 0 0  k W h  p e r  m o n t h  or 1 2 , 0 0 0  k W h  p e r  year.

A t t a c h e d  a r e  a c h a r t  a n d  t a b l e  s h o w i n g  e s t i m a t e d  r e s i d e n t i a l  rate 
i m p a c t s  f r o m  r e d u c e d  f u n d i n g  l e v e l s  if HB 182 is not e n a c t e d .  Th 
c o m p a r i s o n  is b a s e d  on t h e  A l a s k a  E l e c t r i c  V i l l a g e  C o o p e r a t i v e  
( A V E C ) , w h i c h  is t h e  l a r g e s t  rur a l  u t i l i t y  a n d  has p o w e r  c o s t s  
t y p i c a l  o f  m a n y  v i l l a g e s .  T h e  c h a r t  a n d  t a b l e  d e m o n s t r a t e  thac 
u n d e r  the 20 p e r c e n t  r e d u c t i o n  in P C E  f u n d i n g  p r o p o s e d  in the
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G o v e r n o r ' s  F Y  88 budget, r e s i d e n t i a l  p o w e r  rates w o u l d  i n c r e a s e  by 
a b o u t  58 p e r c e n t  if the p r e s e n t  P C E  s t a t u t e  is not a mended.

P l e a s e  let me k n o w  if a n y  m e m b e r s  of the R e s o u r c e s  C o m m i t t e e  w o u l d  
li k e  a d d i t i o n a l  i n f o r m a t i o n  on t h e  P C E  p r o g r a m  o r  HB 132.

Si n c e r e l y ,
/■ •

J a c k  K r e i n h e d e r  
S e n i o r  A n a l y s t
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Power Cost Equalization R ate Im pacts  
From  Reduced State A p p ro p ria tio n s  

(under Present Law)

Sample Calculation for
Alaska Village Electric Cooperative (AVEC)

Total Power Cost (Dec. 86) = 4 0 .2 3  Cents/kWh
FY 87 PCE Rate= 2 6 .8 4  Cents/kWh

FY 87 Customer Rate = 13 .3 9  Cents/kWh
(R es ident ia l)

FY 88 Increase or (Reduction) P rorated Customer Rate
State from FY 87 Revised Percentage of PCE Rate Increase Percentage

Appropr ia t ion  SOOO's Percentage Full Funding* ( c e n ts /k W H )  (c e n ts /k W H )  Rate Increase

16,871.7 3,030.9 22 % 100% 2 6 .8 0.0 0%
15,224.9 1,384.1 10% 92% 24 .6 2.2 16%
13,840.8 0.0 0% 85% 22 .8 4 .0 30%
12,456.7 ( $ 1 , 3 8 4 . 1 ) ( 1 0 % ) 78% 20 .9 5 .9 44%
11,764.7 ( $ 2 , 0 7 6 . 1 ) ( 1 5 % ) 75% 2 0 .0 6 .8 51%
11,072.6 ( $ 2 , 7 6 8 . 2 ) ( 2 0 % ) 71% 19.1 7 .7 58%
10,380.6 ( $ 3 , 4 6 0 . 2 ) ( 2 5 % ) 68% 18.2 8 .7 65%

9,688.6 ( $ 4 , 1 5 2 . 2 ) ( 3 0 % ) 64% 17 .2 9 .6 72%
8,996.5 ( $ 4 , 8 4 4 . 3 ) ( 3 5 % ) 61% 16.3 10.5 79%
8,304.5 ( $ 5 , 5 3 6 . 3 ) ( 4 0 % ) 57% 15.4 11 .4 85%
7,612.4 ( $ 6 , 2 2 8 . 4 ) ( 4 5 % ) 54% 14.5 12 .4 92%
6,920.4 ( $ 6 , 9 2 0 . 4 ) ( 5 0 % ) 50% 13.5 13 .3 99%

‘ Full funding level based on APA's projected FY 88 requirement of $20,088.8.
Total available funding =» FY 88 appropriation + estimated FY 87 carryover of $3,217.1.
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