


FISCAL NOTE

STATE OF ALASKA BLLNO: CS HB 336

1998 LEGISLATIVE SESSION

Rovision Date: Dept. Atfectod:  .Community & Regional Affairs
Title:  An Act refating to eligibility for power cost BRU: Rural Energy Programs

ooualization Component: Enerov Op- rations

Sponsor:  Representative Kubina Power Cost Equalization _
Roguostor ~ House CRA COMPONENT SERIAL NO. 965 ~
EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)
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ANALYSIS CS HB 336 is associated with a companion hiU(CS MB 337) which would provide lor an appro(Pnjtion lor mo
construction ol a hydroeiecinc protect m Cordova, if tre proposed companion Cébare passed, me annual demand on the
General Fund lor Power Cost Equalization (PCE) wil decroase effective January 2000 me months after mo completion ol the

Power Crook Hydrogiectnc [;rotect), 0s Cordova Electnc Cooperative would no (00901 participate m the PCE gro ram The
Proposed appropnation ol $7 S ma>n m CS HB 337 will be recovered by the State mabout 11 yoars (by FY 2010) and general

und savings will continue lo accrue in the following years

The bans and assumptions used marriving at the PCE protected sav igs calculations are
FY97 PCE dishursements 10 Cordova Electric Cooperative Inc al the 85S level — $654 1
2% annual increased disbursements.

Continue PCE disbursements at tho 85"« level and 00 olhor chan%es o the PCE program

Completion ol me Power Creek Hydroelectric protect: June 30. 1999,
General Fund appropriations wJ bo needed lo support the PCE program offoctrvo FY2000

Prepared By Remond Henderson. Director fit-n tfy jf | Phono:  465-4708
DivisionA d rrw ustration Dale  2/5/93
Approved by Comm*s«ner Date  2/5/98
Agency W e irwn. Dept olCommuney I Rap.
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CS FOR HOUSE BILL NO. 336(CRA)
N THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE *SECOND SESSION
BY THE HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered:
Referred:

Sp«nu>rti):  REPRESENTATIVE KUBINA
A BILL

FOR AN ACT ENTITLED

"An Ac: relatim* to eligibility for power ccst equalization."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

» Section 1. AS 42.45 is amended by adding a new section to read:

Sec. 42.45.145. 1Ineligibility for power cost equalization after certain
construction. An electric utility that is otherwise determined to be an eligible electric
utility under AS 42.45.150 becomes ineligible to receive power cost equalization on
the day that is six months after the day on which an electric generation facility
described in this section first provides electricity to customers served by the electric
utility. An electric utility loses its eligibility under AS 42 45.100  42.45.150 if. on
or after January 1. 1998. it constructs a hydroelectric generation facility, or other
clectnc generation facility that is not powered by diescl fuel, that is financed in whole
or in pan by a grant from the state and that supplies more than 75 percent of the total
electrical load of that utility.

v See. 2. AS 42.45.150(2» is amended to read:
121 “eligible electric utility * or ‘electric utility* mejns a public.
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cooperative, or other corporation, company, individual, or association of individuals,
and includes the lessees, trustees, or receivers appointed by a court, that has not
become ineligible underASJ3.45.145 and]that

(A) owns, operates, manages, or controls a plant or system for
the furnishing, by generation, transmission, or distribution, of electric service
to the public for compensation;

(B) during calendar year 1983, had a residential consumption
level of power eligible for power cost equalization under former AS 44.83 of
less than 7,500 megawatt hours or had a residential consumption level of power
eligible for power cost equalization under former AS 44.83 of less than 15,000
megawatt hours if the utility served two or more municipalities or
unincorporated communities; and

(C) during calendar year 1984. used diesel fired generators to
produce more than 75 percent of the electrical consumption of the utility; an
electric utility that is a subsidiary of another electric utility is an "eligible
electric utility" if the operations of the subsidiary, considered separately, meet
the eligibility requirements of AS 42 45,100 - 42.45.150; if an electric utility
did not receive power cost assistance in 1983 but is otherwise eligible for
power cost equalization under AS 42.45.100 - 42.45.150, the utility is an
"eligible electric utility "

CSHB 336<CRA> >
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Alaska State Legislature

Committees During Session:

Alaska State Capitol

Labor k Commerce
Juneau, Alaska 99801-1182

Legislative Council

World Trade
Trade k Tounsm During |nterim:
SpecialF@ohmmittee Representative Eugene Kubina P.0. Box 2463
on risneries HOUSE Mmonty Leader Valdez, Alaska 99686

Sponsor Statement

During the '80s. the state of Alaska developed a two-pronged approach to developing
affordable electric power throughout Alaska: hydroelectric Flants and interties for the
Railbclt communities, and Power Cost Equalization (PCE) tor the smaller, rural towns

and villages.

The result was dramatic. The Railbelt communities, including Anchorage, the Kcnai, and
the Mat-Su, saw their electrical rates drop as hydroelectric projects came on line and
intcrties connected the various communities within cost effective electric grids. In rural
Alaska, the PCE program was created to reduce electrical energy costs for the smaller

communities by subsidizing rates

How ever, just as the state of Alaska is determined to wean as many of its people as
possible off state and federally funded social proFram.., s0 too is there a need for the state
to look for ways to replace the Power Cost Equalization (PCE) Program as a financial
supplement to high electrical costs in our rural communities

H B 336 proposes such a program. In exchan%e for grant funds to upgrade current
electrical generation systems ?throu%h new technologies and improvement), communities

would relinquish PCE payments The incentive is twofold

1) PCE has a questionable future, and _ .
2) Improved technologies could feasibly reduce electrical costs to the subsidized

level

H B. 336 seeks to ultimately reduce the state budget while assisting rural communities in
finding more cost-cffcctive ways to produce needed electrical energy It is a program and

a concept that speaks lo the future
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Legislative Council Juneau, Alaska 99801-1182
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Mouse Minority Leader

MEMO

To: Representative Ivan Ivan, Chairman _
House Community & Regional AtTairs Committee

From Representative Gene
Date: 217 January 1998
Re House Bill 336, “Eligibility Foi Power Cost Equalization”

House Bill 337, “Power Creek Hydroelectric facility”

Power Cost Equalization (PCE) and its future remains a daunting problem for rurahbush
Alaska The question is. what can the state of Alaska do to help reduce electrical costs
for many rural families and businesses in a way that is long term, and ultimately, self-
sustaining0

| believe that my bill addresses this issue in a proactive way Instead of using PCE funds
as a yearly subsidization of electrical rates, wc r..ed to turn this revenue into a vehicle to
provide the capital to create “ mini-railbclts” throughout Bush and rural Alaska

Hydroelectric, wind generation, co-gcncration. intcrlies—thc t_echnologY is there, and in a
few instances, has be. nutilized across rural Alaska House Bill 336 will help create a
more comprehensive focus on such a long term approach

|I'B 337 is an appropriation bill that would tie directly inlo this program  Because of the
linkage. | am requesting a hearing for both HB 336 and HB 337
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