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"An Act relating to small business loans made by the commissioner of
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Mr. Speaker:
The Committee on COMMERCE has had HB 283
under consideration. A majority of the members of the Committee

f%7 recommends it do pass
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/~7 recommends it do pass withattached amendment(s)
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/—7 AND attaches a report of its intent
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Introduced: 2/28/77
Referrede Commerce and
Finance

BY URION.ELIASON,COWPER,
DANKWORTH,FREEMAN ,LETHIN,

IN THE HOUSE MALONE AND SCHAEFFER

HOUSE BILL NO. 283
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to small business loans made by the

commissioner of commerce and economic development.™

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 45.95.020(a) 1is amended to read:

(@) The commissioner shall, under regulations and policies adopted
by him, make small business loans to acquire, financeor refinance or
equip businesses, including farming equipment, miningand fishing, not
exceeding $150,000 [$100,000].- The loans shall be secured by acceptable
collateral and may not exceed 75 per cent of the appraised, value of the
collateral offered as security. The rate of interest may not exceed

eight per cent a year on the unpaid balance.

el- HB 283
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THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No. = < B
yjtie An act relating to small business loans

Requested bv House commerce Committee Date

FISCAL DETAIL
Anpnrv AffprtpH Commerce & Economic Development

AlIM development
Budget Request Unit(s) Affected business Loans

EXPENDITURES (Thousands of Dollars)
NONE

FY 77 FY 78 FY 79 FY 80

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EOUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS. ETC.

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER (Specify)

POSITIONS NONE

FULL TIME
PART TIME
TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section Il1I)

No Ffiscal 1impact

FY 81 FY 82

IV. DATE 2/28/77 PREPARED BY

AGENCY Division of Business Loans
Original: Legislative Finance PHONE 465-2525
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)

BB

jr.



Introduced: 2/28/77
Referred: Commerce and
Finance

BY URION, ELIASON, CONPER,
DANKWORTH,FREEMAN ,LETHIN,

I IN THE HOUSE MALONE AND SCHAEFFER

2 HOUSE BILL NO. 283

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TENTH LEGISLATURE - FIRST SESSION

6 A BILL

6 For an Act entitled: "An Act relating to small business loans made by the
7 commissioner of commerce and economic development."”

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

9 * Section 1. AS 45.95.020(a) 1is amended to read:

10 (€)) The commissioner shall, under regulations and policies adopted
by him, make small business loans to acquire, financeor refinance or
equip businesses, including farming equipment, miningand fishing, not

13 exceeding $150,000 [$100,000]- The loans shall be secured by acceptable

14 collateral and may not exceed 75 per cent of the appraised value of the
collateral offered as security. The rate of interest may not exceed

eight per cent a year on the unpaid balance.

B8 8 N B B

1- HB 283



Introduced: 4/22/77 .
Referred: State Affairs and Finance

1 [N THE SENATE BY FERGUSON
2 SENATE BILL NO. 338

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 tor an Act entitled: "An Act relating to the tourism revolving fund; and

7 providing for an effective date."”

8 S IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 = Section 1. AS 45.90.030(a) 1is amended to read:

10 €)) State participation in a loan to a business may not be more
n than $3,000,000 [$1,000,000].

12 = Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

13 70(c).

14

15
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24
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Original sponsor: Ferguson
IK THE SENATE BY THE FINANCE COMMITTEE
HOUSE CS FOR SENATE BILL NO. 338
IH THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to certain loans administered by the
Department of Commerce and Economic Development setting
maxiwums for amounts of loans or state participation In
loans; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 45.90.030(a) is amended to read:

(a) State participation in a loan to a business may not be more

than $3,000.000 [$1,000,000].

* Sec. 2. AS 45.95.020¢(a) Is amended to read:

(a) The commissioner shall, vander regulations and policies adoptec

by him, make small business loans to acquire, financeorrefinance ofr
equip businesses, including farming; equipment, miningand fishing, not
exceeding $150,000 [$100,000], The loans shall be secured by acceptable
collateral and may not exceed 75 per cent of the appraised value of the
collateral offered as security. The rate of interest may not exceed
eight per cent a year on the unpaid balance.

* Sec. 3. Section 1 of this Act takes effect immediately in accordance

with AS 01.10.070(c).



FISCAL NOTE

REQUEST
Bill/Resolution No. SB 338

REVISED 5/18/77

Itje An Act relating toThe tourism revolving fund

Requested bv Senate Finance p ate 5/718/77
Il FISCAL DETAIL

Agency Affected Commerce & Economic Development

Program Category Affected Development , H- -

Budget Request Unit(s) Affected Division of Business Loans

EXPENDITURES (Thousands of Dollars)

NONE
FYy 77 FYy 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL ’
400 COMMODITIES
500 EOIJIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.
TOTAL

FUNDING (Thousands of Dollars) NONE
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify)

POSITIONS NONE
FULL TIME
PART TIME

TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

No fiscal impact.

FY 82



|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Date



January 31, 1978

Legislative Board of Retirement Benefits analysis and recommendations
on:

House Bill No. 284

The board endorses the attached fiscal note as its fiscal analysis
of HB 284.

A majority of the board recommends that 1B 284 pass; one member had
no recommendation; and one member was absent. The board felt that
the elements of transferability and reciprocity of retirement
credit have merit and are better addressed in MB 284 than in IIB 634.
The fiscal 1mpact appears moderate.



SUMMARY OF HOUSE BILL NO. 284

(assuming adoption of amendment suggested by Legislative
Affairs Agency)

Retirement systems affected: Teachers®™ Retirement System
and PERS

Permits a member of the Teachers®™ Retirement System to
receive a normal retirement salary at age 55 or an early
retirement salary at age 50 with a minimum of two years
membership service i1f the member is also eligible under PERS
for a normal or early retirement benefit, respectively.

Permits a member of PERS to receive a normal retirement
benefit at age 55 or an early retirement benefit at age 50
with a minimum of two years credited service 1f the member
is also eligible under the Teachers “Retirement System for a
normal or early retirement salary, respectively.

Takes effect July 1, 1978.



IN THE HOUSE

TO: House Bill No. 284

Page 2, line 19:

Change "pension"™ to "benefit"



17
18

19

20

23

24

26

28

Introduced: 2/28/77
Referred: Health.Education &

Social Services and Finance

BY THE RULES COMMITTEE BY

IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 284
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to service credit in the Teachers”

Retirement System and the Public Employees®™ Retire—

ment System; and providing for an effective date."”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section. 1. AS 14.25 is amended by adding a new section to read:

Sec. 14.25.125. CONDITIONAL SERVICE RETIREMENT BENEFITS. (@) A
member is eligible for a normal retirement salary at age 55 with at
least two years membership service if the member also iseligiblefor
a normal retirement benefit under the Public E”nloyees®™ Retirement
System, AS 39.35.

(b) A member is eligible for an early retirement salary at age
50 with at least two years of membership service if the member also is
eligible for an early retirement benefit under the Public Employees”
Retirement System, AS 39.35.

(c) Membership service for which contributions were refunded is
not creditable under this section unless the refunded contributions
have been repaid while the member is employed as a teacher.

(d) The monthly amount of a normal retirement salary is two per
cent of the average monthly compensation times the number of years of
membership service. An actuarial adjustment of this amount must be
made for an early retirement salary.

(e) Benefits payable under this section accrue from the first

day of the month (1) in which the member meets the eligiblity require—
ments of this section, (2) following the date of termination, and (3)
-1- HB 284
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following application for retirement, and are payable the last day of
the month. If payment is delayed, a retroactive payment shall be made
to cover the period of deferment. The last payment shall be made for
the month in which the member dies or is no longer eligible for a
benefit under this section.

Sec. 2. AS 39.35 is amended by adding a new section to read:

Sec. 39.35.385. CONDITIONAL SERVICE RETIREMENT BENEFITS. (3 An
employee is eligible for a normal retirement benefit at age 55 with at
least two years of credited service if the employee also is eligible
for a normal retirement salary under the Teachers®™ k-.tirement System,
AS 14.25.

(b) An employee is eligible for an early retirement benefit at
age 50 with at least two years of credited service if the employee
also is eligible for an early retirement salary under the Teachers"®
Retirement System, AS 14.25.

(c) Credited service for which contributions were refunded 1is
not creditable under this section unless the refunded contributions
have been reinstated while the member is an active employee.

(d The monthly amount of a normal retirement ppusion for a
peace officer or fireman is two per cent of the average monthly com—
pensation times the years of service up through 10 years, plus two and
one-half per cent of the average monthly compensation times the years
of service over 10 years. For all other employees it is two per cent
of the average monthly compensation times the number of years of
service. An actuarial adjustment of this amount must be made for an
early retirement benefit.

(e) Benefits payable under this section accrue from the first

day of the month (1) in which the member meets the eligiblity require—

ments of this section, (2) following the date of termination, and (3)

HB 284 -2-
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following application for retirement, and are payable the last day of
the month. If payment 1is delayed, a retroactive payment shall be made
to cover the period of deferment. The last payment shall be made for

the month in which the member dies or is no longer eligible for a

benefit under this section.

* Sec. 3. This Act takes effect July 1, 1978.

_3- HB 234



February 28, 1977

The Honorable Hugh Malone
Speaker of the House
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. Speaker:

Under the authority of art. 111, 3ec. 18 of the Alaska
Constitution, and in accordance with AS 24.30.060(b)
and the Uniform Rules of the Alaska State Legislature,

I am transmitting a bill relating to service credit
under the Public Employeesl Retirement System and the
Teachers®™ Retirement System. This bill would allow an
individual who is vested under one retirement system to
receive a service retirement benefit from the other
system for periods of service over two years.

This legislation will encourage individuals to accept,
service throughout the state even though it would mean

a switch in the retirement system in which they
participate. At present, iIndividuals changing positions
within public employment which requires them to switch
from PERS to TRS or vice versa, ,ae denied benefits

from the system they leave, unless they are vested.

In view of my recent letter recommending a moratorium on
retirement legislation which expands benefits and has a
co3t impact, 1 do not feel that the legislature should
consider taking final action on this bill until the next
session. My purpose in introducing this legislation

now is to allow adequate time for consideration of the
concept and to have this issue, and others, reviewed by
any task force which might be established during the
interim.



Page 1

THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

Title An act relating to credited service in the Teachers/Public Employees Retirement St
Requested bv  Governor. Date 12/16/76

Il. FISCAL DETAIL o i o i )
Agency Affected Administration - Division of Retirement & Benefits
Program Category Affcctcd_ General Government
Budget Request Unit(s) Affected ALL

EXPENDITURES  (Thousands of Dollars)

FYy 77 FY 78 FY 79 FY 80 FY 81 FY 82

100 PERSONAL SERVICES -0- -0 - -0- -Q- -0- -0-
700 TRAVEL -0- -0- -0 - -0- -0 - -0-
300 CONTRACTUAL -0- 5.0 -0- -0 - -0- -0-
400 COMMODITIES -0 - -0 - HI® ! -0 - -0 - -0-
500 HOUIPMKNT -0- -0- -0- -0- -0- -0 -
600 LAND & STRUCTURES -0- -0- -0 - -0 - -0 - -0 -
700 GRANTS. CLAIMS. ETC. -0 - -0- -0- -0 - -0- -0 -
100 BENEFITS -0- 19.2 21.1 23.2 25.5 28.1

TOTAL

24.2 21.1 23.2 25.5 28.1

FUNDING  (Thousands of Dollars)

GENERAL FUND 80% -0 - 15.4 16.9 18.6 20.4 22.5
FEDERAL FUNDS 10% -0- 1.9 2.1 2.3 2.6 2.8
OTHER (Specify) 10% -0 - 1.5 . L . J.3. .- _..2-11It ? R
PFRS -n- 5.n IFIFLISTS ii -n-
POSITIONS
FULL TIME -n. -, . -0- ,0- -0 - -n-
PART TIME -0- -0 - -0 - -0- -0- -0-
TEMPORARY -0 - -0- -0- -0- -0- -0-

. ANALYSIS (Sec Fiscal Note Preparation Instructions, Section HI)

Assume FY 78 covered payroll to be $192,000,000

Assume total state payroll will increase @ 10% annually

Increase in the employer contribution rate will be .01%

Cost to modify data processing system will be a one time only charge of $5,000

pwppE

IV. DATE December 16. 1976 .PREPARED BY
AGENCY _Adininia
Original: Legislative Fihance PHONE  465-44G0
cc: "Budget and Management
Primr5i>efts<dFirsl-LeyHate r-Nam cd)-
o >'La &.-i—
33-001 (Rova YI)/7ii) i



APPENDIX |

TRS - Cost to State of Alaska

Estimated FY 78 Payroll (total) = $214,000,000
Increase in State - employer contribution rate = .02

Breadkown of Payroll and Costs

Employer Payroll Rate Cost to
Department of Education $ 3,600,000 X .01 $ 360
University of Alaska $ 38,000,000 X 01 $ 3,800
Total TRS Payroll $214,000,000 X .01 $21,400

Total Cost to State

Distribution of Appropriation

1. Department of Education —- $ 360 to their budget

2. University of Alaska....... $ 3,800 to their budget

3. State Hatching Contribution -$21,400 to TRS Hatch

4. Regular TRS Budget- - - - - - $ 5,000 to contractual services

Estimated costs for data processing system modifications are $5,000
This would be a one time only expenditure.



Page 2
THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

|, REQUEST
Bill/Resolution No.
Title An act relating to credited service in the Teachers/Publir Fmplovpes Rptirpmpnt. Svstt
Requested bv Governor Date 17/16/76

[I.  FISCAL DETAIL
Agency Affected Administration - Division of Retirement A Benefits
Program Category Affected  Education
Budget Request Unit"-) Affected TRS MATCH. OOF. NI of A

EXPENDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 8 FY 82

100 PERSONAL SERVICES -0 0 s ||pé)| -0- -0- -l-
700 TRAVEL -0- -0- -0- -0- -
300 CONTRACTUAL -0- 5.0 -0- -0- -0- -
400 COMMODITIES -0- -0- -0- -0- -0- -
500 HOULPMHNT -n- -0- -n- -0- -0- -f
600 LAND & STRUCTURES -0- -0- -0- -0- -0- -L
700 GRANTS. CLAIMS. ETC. -0- 214 24.6 28.3 325 374
100 RFh'FFITS -0- 4.4 51 5.9 6.8 7.8
TOTAL 308 29.7 34.2 30.3 45.2
FUNDING  (Thousands of Dollars)
GENERAL FUND 100% -n- 25.8 29.7 34.2 39.3 45.2
FEDERAL FUNDS _8_ -0- 0- 0- 0- 90-
OTHER (Specify) TRS ~-0- 5.0 -0- -0- -0- -0-
POSITIONS
FULL TIME -0- -0- -0- -0- -0- -0-
PART TIME -0- -0- - . - -0- -0-
TEMPORARY -0- 0= -Qr . ~-0- -0- -0-

[l ANALYSIS (Sec Fiscal Note Preparation Instructions, Section IlI)
1. Assume that the total FY 78 payroll for TRS is $214,000,000
2. Assume that total payroll will increase @ 15% annually

3. Required increase in state-einployers contribution rate will be .02%

V. DATE December 17, 1976 prepared BY
AGENCY Administration-uivtsion

Original: Leg|slat|ve Finance PHONE  465-4460
ce: Budget and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)
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THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST

Bill/Resolution No. l:iB 2_84

Jitie Service Credit in PERS and TRs

Requested by Date

FISCAL DETAIL

Agency Affected Admini stration - Division of Retirement and Benefits
Program Category Affected Retirement and Benefits (PERS)

Budget Request Unit(s) Affected Public Employees™ Retirement System

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 5.0
COMMODITIES
EOIJIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS. ETC.

BENEFITS 26.5 23.7 26.
TOTAL -0- -0- 26.5 23.7 26.

FUNDING (Thousands of Dollars)

GENERAL FUND 80% 17.2 19.0 2
FEDERAL FUNDS 17% 3.7 4.0
OTHER (Specify) 3% 0.6 0.7

PERS 5.0

POSITIONS NONE

FULL TIME
PART TIME
TEMPORARY

II. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

1. Estimate FY 79 covered State PERS payroll to be $215,000,000.

2. Estimate future covered payrolls will increase at 10% annually.

3. Increase iIn State contribution rate would be .01%.

4. Cost to modify data processing system will be a onetime only charge
IV. DATE 1/23/78 .PREPARED BY Paul B. Arnoldt

AGENCY Division of Retirement

Original: Legislative Finance PHONE 465-4460

cc: Budget and Management

Prime Sponsor (First Legislator Named) Rules
Office of the Governor - Keith Specking

33-001 (Rev. 10/76) Retirement - Paul Arnoldt

o R~O
w o

Page 1 of 3

81 FY 82
1 28.7
1 28.7

oW
00 © O

of $5,000.

and Benefits,
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Page 2 of 3

THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST

Bill/Resolution No. HB 284

Title Service Credit in PERS and TRS

Requested by _Date

FISCAL DETAIL

Agency Affected Administration - Division of Retirement and Benefits
Program Category Affected Retirement and Benefits (Trs)
Budget Request Unit(s) Affected Teachers®™ Retirement System

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FYy 82
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 5.0
COMMODITIES
EOUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS. ETC. 21.4 23.5 25.9 28.5
BENEFITS 4.9 5.4 5.9 6.5
TOTAL 31.3 28.9 31.8 35.0

FUNDING (Thousands of Dollars)

GENERAL FUND 26.3 28.9 31.8 35.0
FEDERAL FUNDS
OTHER (Specify)

TRS

5.0

POSITIONS NONE

FULL TIME
PART TIME
TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

1. Estimate FY 79 covered TRS payroll to be $214,000,000.
2. Estimate future covered payrolls will 1increase at 10% annually.
3.  Increase 1in combined TRS State Match and employer contribution rate would be .02%.
4. Administrative <mfts as attached.

/ ouAA
IV. DATE V 23/78 PREPARED BY Paul B. Arnoldt

AGENCY Division of retirement and Benefits

Original: Legislative Finance PHONE 465-4460
cc: Budget and Management

Prime Sponsor (First Legislator Named) Rules
Office of the Governor - Keith Specking

33-001 (Rev. 10/76) Retirement - Paul Arnoldt



Page 3 of 3

ATTACHMENT

Bill/Resolution No. HB 284

ASSUMPTIONS:

1. Estimated FY79 Payroll (Total System) $214,000,000

2. State Contribution Rate to Fund Bill = .01 %
3. State TRS Matching Rate to Fund Bill = .01 %
4. School District Rate to Fund Bill = .01 %
COST ANALYSIS:
Employer Payroll Rate Cost Appropriation
1. Department of Education $ 5,800,000 X 011 $ 580 To Their Budget
2. University of Alaska $ 43,500,000 X .01 % $ 4,350 To Their Budget
$%,930
3. State TRS Matching $214,000,000 X .01 %  $21,400 To TRS Match
4. State TRS Regular Budget:
Personal Services $ -0- To Personal Services
Travel $ -0- To Travel
Contractual $ 5,000 To Contractual
Equipment $ -0- To Equipment
COST TO STATE IN FY79 $31,330
5. ANl School Districts $164,700,000 X .01 %  $16,470
TOTAL COST IN FY79 $47,800

REMARKS:

Estimated costs for data processing system modifications are $5,000. This would
be a onetime only cost.
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Introduced: 21281717
Referred: Health,Education &
Social Services and Finance

BY THE RULES COMMITTEE BY

IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 284
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to service credit in the Teachers*

Retirement System and the Public Employees* Retire—

ment System; and providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section. 1. AS 14.25 i1s amended by adding a new section to read:

Sec. 14.25.125. CONDITIONAL SERVICE RETIREMENT BENEFITS, (w A
member is eligible for a normal retirement salary at age 55 with at
least two years membership service 1If the member also is eligible for
a normal retirement benefit under the Public Employees* Retirement
System, AS 39.35.

(b) A member is eligible for an early retirement salary at age
50 with at least two years of membership service if the member also is
eligible for an early retirement benefit under the Public Employees™®
Retirement System, AS 39.35.

(c) Membership service for which contributions were refunded is
not creditable under this section unless the refunded contributions
have been repaid while the member is employed as a teacher.

(d) The monthly amount of a normal retirement salary is two per
cent of the average monthly compensation times the number of years of
membership service. An actuarial adjustment of this amount must be
made for an early retirement salary.

(e) Benefits payable under this section accrue from the first

day of the month (1) in which the member meets the ellgiblity require—

ments of this section, (2) following the date of termination, and (3)

HB 284
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following application for retirement, and are payable the last day of
the month. If payment is delayed, a retroactive payment shall be made
to cover the period of deferment. The last payment shall be made for
the month in which the member dies or is no longer eligible for a
benefit under this section.

Sec. 2. AS 39.35 is amended by adding a new section to read:

Sec. 39.35.385. CONDITIONAL SERVICE RETIREMENT BENEFITS, (&) An
employee 1is eligible for a normal retirement benefit at age 55 with at
least two years of credited service if the employee also is eligible
for a normal retirement salary under the Teachers®™ Retirement System,
AS 14.25.

(b) An employee is eligible for an early retirement benefit at
age 50 with at least two years of credited service if the employee
also i1s eligible for an early retirement salary under the Teachero®
Retirement System, AS 14.25.

(c) Credited service for which contributions were refunded 1is
not creditable under this section unless the refunded contributions
have been reinstated \daile the member is an active employee.

(d) The monthly amount of a normal retirement pension for a
peace officer or fireman is two per cent of the average monthly com—
pensation times the years of service up through 10 years, plus two and
one-half per cent of the average monthly compensation times the years
of service over 10 years. For all other employees It is two per cent
of the average monthly compensation times the number of years of
service. An actuarial adjustment of this amount must be made for an
early retirement benefit.

(e) Benefits payable under this section accrue from the first

day of the month (1) in which the member meets the eligiblity require-
|
ments of this section, (2) following the date of termination, and (3)

| .COMMITTEE GOPy



- 1. - % ; m >»>-U & 8
following application for retirement, and are payable the last day of

the month. If payment is delayed, a retroactive payment shall be made
to cover the period of deferment. The last payment shall be made for
the month in which the member dies or is no longer eligible for a
benefit under this section.

Tet! . . (e ' *

* Sec. 3. This Act takes effect July 1, 1978.

_3_ o, . > . T ki e e
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February 28, 1977

The Honorable Hugh Malone
Speaker of the House
Alaska State Legislature
Juneau, Alaska 99011

Dear Mr. Speaker:

Under the authority of art. 1l1l, sec. 18 of the Alaska
Constitution, and iIn accordance with AS 24.30.060(b)
and the Uniform Rules of the Alaska State Legislature,

I am transmitting a bill relating to service credit
under the Public Employees®™ Retirement System and the
Teachers®™ Retirement System. This bill would allow an
individual who Is vested under one retirement system to
receive a service retirement benefit from the other
system for periods of service over two years.

This legislation will encourage individuals to accept
service throughout the state even though it would mean

a switch 1n the retirement system iIn which they
participate. At present, individuals changing positions
within public employment which requires them to switch
from PERS to TRS or vice versa, are denied benefits

from the system they leave, unless they are vested.

In view of my recent letter recommending a moratorium on
retirement legislation which expands benefits and has a
cost impact, 1 do not feel that the legislature should
consider taking final action on this bill until the next
session. My purpose iIn introducing this legislation

now is to allow adequate time for consideration of the
concept and to have this issue, and others, reviexved by
any task force which might be established during the
interim.
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’ THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

I. REQUEST
Bill/Resolution No.
Title_An ..act relating to credited service in the Teachers/Public: Fmplovees Retirement System
Requested by Governor Date 12/16/76

|1 FISCAL DETAIL
Agency Affected Administration - Division of Retirement & Benefits
Program Category Affected Education

Budget Request Unit(s) Affected  TRS MATCH. DOE. U of A

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82

100 PERSONAL SERVICES . 0- -0- o 1 -n- -0- -0-
200 TRAVEL -0- -0- -0- -0- -0- -0-
300 CONTRACTUAL -0- 5.0 -0- -0- -0- -0-
400 aii.M"ifiiriLs X -0- -0- -0- -0- -0- -0-
500 EOUIPMENT -0- -fQr_ . - Q -0- -0-
600 LAND & STRUCTURES -0- -0- -0- -0- -0- -0-
700 GRANTS. CLAIMS. ETC. - . 214 24_6 28.3 32.5 37.4
inn RENFFTTS -0- 4.4 5.1 5.9 6.8 7.8

TOTAL 30.8 29.7 34.2 39.3 45.2

FUNDING (Thousands of Dollars)

GENERAL FUND 100* -0- 25.8 29.7 34.2 39.3 AR
FEDERAL FUNDS -0- L -0- . . -n- . ro-. . _o- —0-
OTHER (Specify) TRS -0- 5.0 -0- -0- -0- -0-

POSITIONS
FULL TIME -0- -0- -0- -0- -0- —0-
PART TIME -0- -0- Qo _ -0- _0-
TEMPORARY -0- -0- -0- -0- -0- -0-
. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

1. Assume that the total FY 78 payroll for TRS is $214,000,000

2. Assume that total payroll will increase 0 15% annually

3. Required increase iIn state-employers contribution rate will be .02%
IV. DATE December 17, 1976 PREPARED BY ,/

AGENCY Admimstration-Divfsion of Retirement & Benefits

Original: Legislative Finance PHONE 465-4460
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)
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THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST

Bill/Resolution No.

Title An act relating to credited service iIn the Teachers/Public Employees Retirement System
Requested bv  Governor Date 12/16/76

. FISCAL DETAIL . _ o ] _
Agency Affected Administration - Division of Retirement & Benefits

Program Category Affected General Government
Budget Request Unit(s) Affected ALL

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82
100 PERSONAL SERVICES -0- -0- -0- . —0- . -0- -0-
2?00 TRAVEL -0- -0- -0- -0- -0- -0-
300 CONTRACTUAL -0- 5.0 -0- -0- -0- -0-
400 COMMODITIES -0- -0- -0- -0- -0- -0-
S00 EOUIPMENT -0- -0- -0- -0- -0- -0-
600 LAND <€£STRUCTURES -0- -0- -0- -0- -0- -0-
700 GRANTS. CLAIMS. ETC. -0- -0- -0- -0- -0- -0-
100 BENEFITS -0- 19.2 21.1 23.2 25.5 28.1
TOTAL
24.2 21.1 23.2 25.5 28.1

FUNDING (Thousands of Dollars)

GF.NERAI. FUND 80% -0- 15.4 16.9 18.6 20.4 22.5
FEDERAL FUNDS 10% -0- 1.9 2.1 2.3 2.6 2.8
OTHER (Specify) 10% -0- L i 2.3 2 5 ? 8
PFRS - -0- 3.0 G- .1 Hi! -0- —0-
POSITIONS
FULL TIME - {1- . —0- 0- -0- . ——0-. -n_
PART TIME -0- -0- -0- -0- -0- -0-
TEMPORARY -0- -0- -0- -0- -0- -0-

II. ANALYSI1S (See Fiscal Note Preparation Instructions, Section III)

1. Assume FY 78 covered payroll to be $192,000,000

2. Assume total state payroll will increase @ 10% annually

3. Increase in the employer contribution rate will be .01%

4. Cost to modify data processing system will be a one time only charge of $5,000

IV. DATE December 16. 1976 PREPARED BY
AGENCY Adminisftration - Division of Retirement &.Bene.fits
Original: Legislative Finance PHONE 465-4460
cc: i/Budget and Manacement
Primrc Spensw-LKr-st-Legislat-Qr-Na-mcd-)—
<3 3.5, -el—

33-001 (Rev.TD77fc) S0 <
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APPENDIX 1

TRS - Cost to State of Alaska

Estimated FY 78 Payroll (total) = $214,000,000
Increase iIn State - employer contribution rate = .02

Breadkown of Payroll and Costs

Employer Payroll Rate Cost to
Department of Education $ 3,600,000 X .01 $ 360
University of Alaska $ 38,000,000 X .01 $ 3,800
Total TRS Payroll $214,000,000 X .01 $21,400

Total Cost to State

Distribution of Appropriation

1. Department of Education - - - $ 360 to their budget

2. University of Alaska- - - - - $ 3,800 to their budget

3. State Matching Contribution - $21,400 to TRS Match

4. Regular TRS Budget- - - - - - $ 5,000 to contractual services

Estimated costs for data processing system modifications are $5,000
This would be a one time only expenditure.
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Tim legislature Or the state Or alaska
TENTH LEGISLATURE mm

FISCAL NOTE

REQUEST ”

Bill/Resolution No. House Bill To. 285

Title Su.no l.oippntal Appropriation tin Alaska Pnlil if m il
Requested bv Office of tho (tnvernor Date

FISCAL DETAIL
Agency Affected Commerce & Economic Pove lonmon F
Program Category Affected Public Protection

Budget Request Unit(s) Affected Alaska Public Utilities rnmniis”inn

EXPENDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FYy 82
100  PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL 278,308
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700  GRAN"I S. CLAIMS. ETC.
TOTAL 278,308
FUNDING  (Thousands of,-Dollars)
GENERAL FUND 278,308
FEDERAL FUNDS
OTHER (Specifyl
W% - mJ - - _ e e
- .1
e «—POSITIONS - e -
FULL TIME
PART TIME
"TEMPORARY
HI. ANALYSIS (Sc. Fiscal Note Preparation Instructions, Section III)
Summary of direct costs of AVEC study:
Accounting (rate base = investment in plant) $72,000
Accounting (operating expenses for the: test year) 55,200
Engineering (Anchorage) 17,600
(field/travel) 31,400
. (per diem) 2,320
mRate Design 12,000
Management Audit 39,760
Subtotal "$230,280"
" Indirect cost and administration 23,028
Contingencies 25,000
TOTAL $278,308
/
IV. DA TE A2/ PREPARED BY Cjirol yn Guess, Commissioner, APUC
AGENCY _i.'IJ'ifl_ *fib,1.1c litillLion Commissicon
Original: Legislative Finance PLION I 2°772-14'87
oc: Budget and Management

y)

Prime Sponsor (First Legislator Named)

nm Ho- wwum;r.\
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Introduced: 2/28/77
Referred: Finance

BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE BILL NO. 285
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making a supplemental appropriation to the
Department of Commerce and Economic Development,
Alaska Public Utilities Commission; and providing for
an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $278,308 is appropriated from the general fund
to the Department of Commerce and Economic Development, Alaska Public
Utilities Commission, to fund a cost-of-service and management study of the
Alaska Village Electric Cooperative during the remainder of Fiscal Year 1977
and extending into Fiscal Year 1978.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.-

10.070(c).-

-1- HB 285
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February 28, 1977

The Honorable Hugh Malone
Speaker of the House
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. Speaker:

Under the authority of art. Ill, sec. 18 of the Alaska
Constitution, and in accordance with AS 24.30.060(b)
and the Uniform Rules of the Alaska State Legislature,

I am transmitting a bill making a supplemental appropri-
ation in the amount of $278,308 to the Department of
Commerce and Economic Development, Alaska Public
Utilities Commission, to fund a cost-of-service and
management study of the _Alaska Village Electric Co-
operative. One result of this study will be to de-
termine reasonable rates for the REAA"s to pay for
power and provide data for contractual decision-

making for the future of electrical power iIn the forty-
six AVEC-powered locations. The appropriation would
enable the 3tudy to extend into Fiscal Year 1978.

Sincerely,

Jay S. Hammond
Governor



INFORMATION FOR SUPPLEMENTAL APPROPRIATION
FOR COST OF SERVICE STUDY RE AVEC

The Problem:

The REAAs have refused to sign contracts with AVEC
because the costs will be excessive in relationship
to projected education revenues to their districts.
The schools have been consuming 33% of the kilowatt-
hours generated and paying 53.7% of the costs of

e generation in the 46 AVEC villages.

The Process Addressing the Problem:

The Interdepartmental Task Force was formed to
address the problem and recommend to the Governor
means to resolve the immediate problem. Agencies
involved were the Governor®s immediate staff, the
Division of Budget and Management, the Division of
Policy Development and Planning, the Department,

of Education, the Department of Public Works, the
Department of Commerce and Economic Development and
Public Utilities Commission, Department of Community
and Regional Affairs and the Department of Revenue.
Jim Edenso, Deputy Commissioner of the Department of
Revenue, has been chairing the project.

The Recommendations:

The Committee recommended tha* proposal be submitted
to the Federal Regional Councr.” to seek funding to
conduct a cost of service study to collect

data necessary to the REAAs for resolution of the

contract disputes; to BIA for ascertaining the future of
their AVEC contracts; to APUC for establishing just and
reasonable rates; to the State Administration for determin

ing future policy of subsidizcition of electricity

in rural Alaska for educational purposes; and to federal

agencies Tor protecting capital investments already
dependent on AVEC power.

Current Status:

The proposal to the Federal Regional Council was, 1in
essence, turned down. The urgency of the project
dictates that the State proceed in order to have the

data available by early fall to meet the above purposes.

The current contracts with the REAAs (actually an
assignment of right ; by the State to REAAs under the
terms of the former Statewide contract with State
operated schools) expire June 30, 1978 and no future

commitments can be undertaken until the dispute 1is
resolved.
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Immediate Recommendation:

The recommendation of the Interdepartmental Task Force

iIs that to assure iImmediate responsible, professional
attention to the task, the State fund the cost of service
study for an amount of $280,000 appropriated to the
Alaska Public Utilities Commission. The Interdepartmental
Task Force recommends that since this i1s the State

agency charged with the responsibility of establishing
just, reasonable and non-discriminatory rates, this is
the appropriate agency to manage the study.

Attachments
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STATE SCHOOJ. VTLLr.OzS SEPA'EV BY AVEC

o\ -
g »e -
1 BIA
. . School

. Revenue
35 - 35#92.7 52

- * e
33 35%5092.23
31 * " 354539.79
30 35,934.50
54 35,905.70
11 179,500.14

50

e 7-1-75 tbxcuaa 6-50-16

State
School
Revenue

27,000.79
36,680.45
35,487.07
20,810.99
35,948.23
35,739.72
36,693.88
36,174.93
38,420.67
35,332:75
35,698.89
35,519.40
27,033.07
36,925.19
35,429.18
76,016.22
71,474.64
35,350.93
35,727.58
35,970.34
36,918.97
10,066.24
34,887.11

833,306.58

61% 0& Total Revenue £zioniSchools.

* _ VahZiaz yea*. State. School

Two State/REAA'Schooli

* k%

BIA £ State/REAA School

Uch-School

Revenue
e 0

42,045.76
65,549.65
6,561.56
49,548.44
14,100.78
25,094.48
23.782.10
m15,301.59
41,651.89
21,662.08
13,565.82
16,427.12
62,952.69
17,425.06
-25,033.29

r 47,119.35

"-55,834.36
7,595.70
33,421.07
15,362.75
39,016.87
20,990.53
10,063.91

650,106.85

fe

To*at -~
Revenue

98.974.07
102,230.10
42,048.63
105,451.66
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60,833.60
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51,946.52
119,920.20
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60,462.47
123,135.57
707,309.00
42,946.63
69,148.65
51,333,09
75,935.84
66,962.87
44,951.02

1,662,913.57
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Presentation to the Federal Regional Council
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STATUS OF CONTRACT ARRANGEMENTS BETWEEN REAA®"s AND AVEC

With the disolution of the State Operated School System,
which had been the single contracting agency with AVEC for
electrical power to schools and communities prior to the
establishment of the Regional Educational Attendance Areas,,
the contracting powers of school districts were written into
the legislation creating the REAA"s. The State assigned the
rights under the exsisting contract to the REAA’s and advised
the REAA"s and AVEC to immediately embark on contract nego-

-tiations for the future.

Obviously, this change in governmental structure within the
State of Alaska creates a pArticularily difficult situation
for AVEC and for the REAA"s. Where AVEC was able to settle
contracts and plans with a single State agency iIn the past,
they must now negotiate with eight of the twenty-one REAA
boards to cover the same schools that were originally served
by the State Operated System. Additionally, those boards
face the problem of determining what amount of money they
dare commit since their funding is entirely State funds,
approved annualy by the legislature. e

At this time, the State is concerned about developing a
sound long-range policy on rural electrical power and is
eager to progress with future planning to meet the needs of

villages as well as school districts. While the State dons



not have the legal authority to demand signatures on contracts

between AVEC and the REAA®"s, nor to contract on their behalf,

It does feel an obligation to assist in all ways possible 1in

rdsolving what i1s clearly a difficult decision-making problem
v

at this juncture iIn rural electrification history and to

assist i1n maintaining a continuity of energy supply.

As of Friday, December 3, the status of the contract potential
with REAA"s containing AVEC-served schools was basically as

follows: -

The boards of the REAA"s i1nvolved are unanimous

m In their concern about the inequity of charges for
AVEC service to schools compared with other consumers.
Beyond that consensus there are some differing
>responses according to particular experiences of the

REAA"s.

REAA #1 feels that the rates deinitely need to be more
reasonable and equitable and the board has asked

staff to analyze-the cost of generating their own
electricity. They i1ndicate that they have no iIntention
of signing extended contracts at this time, though

an analysis of the cost for generating their own
electricity might change their minds, as could a

change In rate structure.



REAA 82 1is seriously interested In signing an extended
.contract, but only under more equitabls raFes, ,
-.Their complaints center around rates, and they are
particularily sympathetic with AVEC"s problems
with the rgpid growth in response to the expansion
of. school construction. Basically they oppose the
flat rates and want straight consumer usage rates.

REAA 812 appears the least likely to sign at this point,
but they are gravely concerned about their own
communities and the rest of the State if they choose
not to sign an extended contract for the schools.
Their major concerns center around the cost of AVEC
service as compared with the cost with three private
power companies that serve schools iIn Betties,

m Manley Hot Springs and Tanana. The cost for those
schools, which are of comparable size, varies from
one-third to onehalf to the cost of the AVEC service.
The Board has requested specific review of alternatives
and will be receiving that information in the near
future. Additional reference was made to serious
damage problems from the lack of good maintenance

m service by AVEC, the most notable example referred
to being $98,000 dollars worth of damage in Mulato

two years ago. u ;
. > » .
REAA 16 1s not iInterested In producing their own electricity
would like to sign the contract, but cannot at

this time accept the rate structure. They do have®



serious .concern about the lack of dependable power
.in one of their AVEC--served schools, which must
operate its -omn standby power, must have its own fuel
* -and bear the cost of the regular contracted service,
as wéll- The expansion of>housing in _.REAA #6 has
-greatly affected the dependability of power due

. to extension of water and sewer systems.,

REAA #11 board is reluctant to sign without a fairer
approach to rate sharing. They will assume some
of the BIA schools in the future and do not feel
that they will be able to justifiy expenditures
from foundation educational funds for the high cost.
However, ..they do not have ah acceptable alternative

to date. -

REAA #4 allegedly has no intention of signing and iIs considering

e operating with its®™ own power generation unless the
rate disparity is improved. They have concern about
the lack of reliability and service problems that

have been experienced.

REAA #5 Board would rather buy than produce power, but
insists on improvement of the rates to schools and would
accept the same rare as community users and others.
Likewise, i1f any amount above that rate is subsidized
by the State through other than school foundation act

education dollars, they would be much more likely to



sign the contracts. Because they feel that the AVEC
power 1i1s basicallly unreliable, they have to keep the
back-up systems running in their schools. ( In some

* bases there i1s a sole source problem.)

REAA #3 did not report last week but are apparently

responding similarly to #4.
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‘AGREEMENT B L]

7. This Contract, entered Into on tlie, datj of - ,1976,
between the Chatham School district, [Rural Education Attendance. Area
District Eighteen), and Masha WUllage Electric Cooperative, Inc..,

[hereinafter called the "Contractor")

Effective date

In regard lo present Chatham School district School locations

Includa:g: .
Angoon
elective July 1, 7976, . e

2. WITNESSETH that: . '
r;s
(a) WHEREAS, this Is a Contract"for supplying electrical services
min an area where no competition exists and nates one controlled by law

on ordinance; and

f6 WHEREAS, the Contracted has entered Into a Coiitnact with the
Administrator of, mhe Rural Electrification Administration, hereinafter
referred to as "REA", dated September 23, 196%, No. A-1&73, and subsequent
Agreements, which provides for a loan from the United States of Ainerica,
acting through the REA to finance the costs of construction of certain
electric generation and distribution systems and related appurtenances,
hereinafter referred to as "Electric Facilities”" and

(cl WHEREAS, the construction of the Contractor 3 Electric Facilities
Is conditioned upon the negotiation and execution of Contracts In fornm
and coverage acceptable to the REA between the Contractor and qualified

Cooperative Numbers, hereinafter referred to as "Members™, and

(d) WHEREAS, the Chatham School district desires to become a
Henher aud secure required electric service as necessary for operation
of schools, In the village of Angoon, 1In ivhleh Contractor operates

electilc facilities. .
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NOW THEREFORE, in cons.ideration of mutual covenants herein contained,
it it mutually®agreed between the parties hereto at Rollout, to wit:

3. VEFmmous - - - \ L

Where uted iii thilt ¢ o n t r a ¢ t

(a] Chatham School district 6hall mean the Chatham School district,
[Ruaol Education Attendance Area district Eighteen), on other related
agency, on any subordlvates on successor agency responsible for Achool
operation in:}ne village of Angoon and thein heirt and assigns,

(6) Contractor ahall mean the Alaska Village Electric Cooperative,
Inc., a Corporation duly created and existing under the laicA of the
State oAlaska.

4. GENERAL

The Contractor, at hiA expenAe, shall provide the facilities oa
necessary to aell and deliver to the Chatham School Vistriei, and the
Chatham School district shall purchase from the Contractor all of the

. electric power and energy which the Chatham ScJiool d-istrict may need at

Angoon.
5 REVENUE GUARANTEE

(a) The Chatham School district shall am the Contraeiot-ttZjvihlll.
fotiJ~rSJIMillJBjht~ArjallahlLLtSA\~trpi~J}<srcunaer as mutually.
agreecT~[J) the sum of the amount determined for each Achool pursuant to
latest effeetive tariff rate schedule generally applicable to other
similar consumers or (I1) $2,535. per month, per location, whichever
, lor the one 10D - (L~ g A
"The one 11) revenue guarantee shall be subject to addition cl a fuel
cost rdlustmeat®axrssLd”aaztinz? n-u, n*npr~and as a ~licd to aZx~aTclT
consumers and nemulated b;/ the Alaska Public Utilities Commission.

(6) The Chatham School district shall be entitled -to any discounts
customarily applicable to payment bills by any customer of the Contractor.

(c) Invoices for payment shall be prepared and submitted to the
location as designated by the Chathcun School district. All invoices

shall contain statements of the meter readings at the begluing aud the
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+zndiig ol the billing period, meter constants, consumption during thz
billing period, and Audi other pertinent data. as may bz rzqcured to

substantiate thz billings.
6. BILLING SR '

(a) Vaymznts hereunder shall not bz madz in advance ol services
rendered. Thz Chathcjn School District Akill, however, uaz diligence to
zllzct payment ol all hills far services rendered unde/i tlris Contract
wUhiii thirty (30) dayA faom thz datz Audi bills are received.

(6) Bills far service hereunder shall bz paid at thz ollizz ol thz
Contractor, ii Anchorage, State ol Alaska. Sl
] * i"i>
7. MEMBERSHIP . . "5, .

Thz Chatham School District shall bzccmz a member. ol thz Contractor.,
shall*pay thz membership faz ol $5.00 and be bound by such rules and
regulation as may faom time to tine be adopted by thz Contractor, which
are pertinent to thz supply and receipt ol service.

S. continuity of serilice

(a) Thz Contractor shall use reasonable diligence to provide a
constant and uninterrupted supply ol electric power and energy hereunder.
thz supply ol electric power and energy fail or be interrupted, or
becomes defective through act of) God, Governmental Authority, action ol
the clor,cuts, public znvmj, accident, strikes, labor trouble, liability
to secure right-ofaway, or any other canse beyond the reasonable control
ol the Contractor, the Contractor shall not be liable there fare or far-

damages ranscd thereby.

o * * -

(6) 7ii the event ol the interruption ol service in any month in
the manner above desefuibed and said inteviup.ti.on is lor a total period
in excess ol one day, the monthly amount due Contractor pursuant to
paragraph 5 (a) (7!1) herzundei shall be reduced in xhe sojvc proportion
as the period ol interrupted service bears to the month in which the
interruption occurred.

(c.) Interruptions lor planned maintenance Or emergency repair
shall be coordinated with the Chatham School Vistrict to the max,umn
extent leasibCc so as to minimize thz impact ol thz outage ol thz Chathanm
School District operations.



9« VURATIOH OF CONTRACT ‘ )

This AgsiQ.mZkt Ahall become, elective only upon approval In i&Uting
by REA and -shall rcrain_in, gl frrt yp/Jl-luicliiehl?) years. following the
start of thrl11Zirl billing period on J:tCy li-Lilii- A-£ ike end of such
twelve [12) year period, tlie Chatham School VIs.tu.ct shall pay the
Contractor an amount [hereinafter called the "Facilities Charge")
computed as hereinafter provided, uiless the Chatham School district
sfjill elect .to renew this Agreement for an additional twelve [12] year
period by giving written notice thereof .to the Contractor not less than

90 days before the end of the first tcelve [12] year period. The Facilities
Charge shall be $160,000.00 per location.
ne— — - ~ - -

The Chatham School district, by giving not less than 90 days written
notice to the Contractor and paying the Facilities Charge, shall have
the right to terminate this Agreement at any time; provided, however,
that If such notice shall be effective daring the additional twelve (12)
year period, the Facilities Charge, shall be reduced by eight and one-
third per cent (S J/35) for each year of service To.lcowin.g the expiration
of th first tcelve [12] year period.

10. = ACCESS TO SERVICE LOCATIONS . L]

(a) The Chatham School district grants to the Contractor, free of
any rental or sir,liar charge, but subject to the Imitations specified
In this Contract, a revocable permit to enter the service locations for
any proper purpose under .this Contract, including use of -site or s-itcs
agreed upon by the parties hereto for the installations, operation, and !
maintenance of the facilities of the Contractor. Authorized representatives
of the Contractor will be allowed access to the facilities of the Contractor i
and the Chatham School district at suitable -tvr.es to perform the obligations
of the Contractor with respect to such facilities. It is expressly _ j
understood, however, that proper military authority may Unit or restrict
the right of access herein granted in any manner considered by suck
authority to be necessary for the National security.

(6) The Contractor shall, at Its expense, obtain all rights-of-way
and easenents necessary to permit it to perform under this Contract.
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11. ALASKA PUBLIC UTILITY COMMISSION

It h> thz undztetandirig of thz partite that tlvii
Aubjzct to apptizablz paovtitote
Paht 5,

Ag.rzmznt iliztt bz
oqg Atteka AdnUnLitratLvz Codz,
Ataika PublLic UtLLLtite Commlteton, Chaptzn 4S,
Psiozzdusiz, ArticZz 2, Szztion

Cont/iacX.

Ttttz 3,
Paacticzand

UtLLLty TcvU&Tfa, 390 P”Movtitonm

SpzziallL

SERVICE AGREEMENT BETWEEN CHATHAM SCHOOL VISTRICT
[REAA DISTRICT 1S)

ANV .
ALASKA VILLAGE ELECTRIC COOPERATIVE,

INC.

AppAovzd:

CHATHAM SCHOOL VISTRICT

Approved:

. ALASKA VILLAGE ELECTRIC COOPERATIVE,
"IN C.

TZtiz:

Vatz:

VoJdtte-rSyr??° vy, /7 11 &

Pag:s D oa O



Mountain
Village

tkas Pt.

Hot S t .

. Mary's =/ t Tuan
, MAkoTrygk
‘Marshall -" i

j1

napitphuk

:Kasigluk

Villages

Receiving

Electric

Power from the Alaska V illage

Electric .Cooperative (}“JE(g

NOVEMBER

1976



Alaska Public Utilities Commission Planning Budget
For a Cost oi: Service Study of the Alaska Village
Electric Cooperative (AVEC)

The proposed funding of 'the Comprehensive Assessment of the
cost and quality of service currently being provided 46 villages by the
Alaska Village Electric Cooperative was originally estimated to be
$452,465. The State wishes to modify this request to $517,S17 based on

input from additional state agencies, conferences with engineering firms

and a rc-cxaniination of the approach to the management audit portion of

this project. Below is a brief outline of the components of this project
o> i;.. *1. .1
kk gk Wi_
is based.
A Personnel r
1. Research Analyst |l oo $14.,670 [ ]
Range 16A - 51,650/month
for 9 months T .
2. Benefits ' 1,870

The second estimate has eliminated the position of Project

Coordinator. The assumption made is that this responsibility
w ill be filled cither by the Alaska Public Utilities Commis-
sion or by one of the successful, bidders on the cost of

service study.
B. Travel

1. Two days via small plane
in 46 villages 55,505

This figure is based on the use of a company aircraft for

all travel to the 46 AVEC villages. It assumes that weather
cooperates and a planned schedule can be met. This Jigure
is approximately $18,000 less than the original, estimate

w hich was based on a chartered aircraft which would spend

two days in each village.



tfir

C. Per Diem

This estimate calls for two days spent in each village.
Under'each ideographical heading tlie first number repre-
sents the days in the village. This is multiplied by the
number of people who w ill participate in the travel to
that village and this is multiplied by the state allowed
per diem for that region. It is intended to divide tho
villages into the most economical travel unit and to

visit those out of the Kotccbuc/.N'cmc area on two separate
trips as well as those our. of the Bethel area on two
separate trips. (Al clothing and food for the parti-
cipants visiting the villages must be taken with them.)
The 1/2 person referred to in the Kotzebue/Nome and
Bethel regions is based on the assumption that the

management audit member of the team would make one trip

to villages in the regions. The other two participants
w ill be an engineer and a staff member from the Alaska
Public U tilities Commission. Again, the_basic assumption
R L NV K
cooperation of the weather and the availability of the
village power plant operator as well as other village
resources at the time that the team makes its visit.
Communication is extremely difficult in these areas
and the cooperation of the Department of Community and
Regional Affairs w ill aid the team in communicating with
the village people.

1. Kotzcbue/Ncecme - 17 villages
2 days per village
(34 x 2 1/72 x $67.00) 5,695

2. Bethel - 18 villages
2 days per village
(36 x 2 1/2 x $65.00) 5,850

3. Dillingham - 4 villages
2 days per village
(8 x 2 x $49.00) . 784

4 Cnmbecll/Savoongn - 2 villages
2 days per village
(4 x 2 x $67.00)" * 536

5. 0ld Harbor - 1 village
2 days per village
(2 x 2 x $54.00)" 216

6 . Fairbanks - 3 villages

2 days per village
(6 x 2 x $58.00)" 696



J. Dictating Equipment 645

2. Recording Equipment 750

3. Lease/Computer Terminal 1,200
Tlie lease of a computer terminal is included because of
the similar data that w ill be collected for every village

as required by the Uniform System of Accounts prescribed
by Alaska Public Utilities Coiranission regulation. It is
assumed that-the computer terminal w ill decrease the num-

ber of man-hours needed to do the office calculations.

Contractual

1. Management Audit

$440 per day - 26 days 11,440

b. Professional Services/0ffice
¢« $440 per day - 60 days 26,400
C. Computer Time 4,000
d . Testimony - 7 days 3,080
e. Travel - Seattle/Anchorage 2,760

f. Per Diem - Anchorage 40 days
($45.00 per diem) 1,800

Responsibilities of the individual conducting the

management audit w ill take the participant to the
villages as noted above and require extensive office
work in Anchorage. The Seattle/Anchorage travel s

a result of the estimate coming from SCS, a division
of Boeing Computer Services, Inc. The testimony
referred to would lie before the Alaska Public U til-
ities Commission which w ill hear the request of AVEC
.to increase its rates and propose a new rate structure.
Tlie original estimate included the management audit
*personnel visiting every village in addition to 85
clays of office work. Tlie consensus is that various

state agencies have valid information regarding the

villages, therefore the cost to visit every village
can he lessoned. In addition, it is believed that
40 working days is ample Lime to pull together the

facts and recommendations of the management audit

team.
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Engineering
a . Report and Study Estimate 87,500
We received two estimates from Alaskan engineering
firms with experience in rural Alaska and small
mgeneration facilities. The lesser estimate s
provided above and the larger figure is approximately
$12,000 more.
Accounting
a . Revenue Requirement (50 days) 20,000
b . Rate Design (75 days) 30,000
C. Testimony (7 days) 2,800
d . Computer Support 4,000
This estimate is based on a cursory analysis of the
existing records of AVEC by the accounting firm of
Arthur Young 5 Co. Considerable time w ill have to
be spent to determine, as accurately as possible,
the operating expenses of the wutility by village
and by REAA school district as well as auditing
the records of AVEC on a centralized basis". I'n
addition, the accounting responsibilities of acost
of service study include the verification that the
records give a true indication of the plant that is
in use and useful to the utility .. Rate design in-
volves an extremely time-consuming workload for an
accountant. W hich consumer class shall pay what
amount for service is the cause of the filing of this
application. It is believed that this accounting
estimate could be low and is entirely dependent on
tlie methods .sod by AVEC for record keeping and the
accuracy of those records.
iscellaneous
Transcript of hearing before the
4,000
Total 266,197
Indirect Cost ond Administration
m 26,620
Allow ance for Contingencies 25,000



The cost of the transcript v/as not included in the
original estimate. In the second estimate we have
lowered the percentage oC indirect cost and administra
tion to 10u and we have included a contingency fund
w hich was not included in the original estimate.
Because we arc dealing with 46 villages in rural
Alaska with uncertain climatic conditions and mar-
ginally operative (and in some instances non-existent

communication) a contingency amount has been added.

Fundine Total 317,817
Alaska 1/3 matching of grant 105,939
211,878

Federal Funds requested
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Till- LEGISLATURE OF Tills STATE OF ALASKA

TENTH LEGISLATURE =
Vo

FISCAL N"OTF.

F REQUEST . . '
Rﬁl?Rcsqutlon No. House Bill Jo. 28~ _

TitleSupplemental Appropriation Lo Alaska Pnhlir nti;it-ies rninmc:iinn
Requested by Office of the Governor Date 7/ 95/77
Il. FISCAL DETAIL ) )
Agency Affected Commerce fi Economic Development-
Program Category Affected Public Protect:ion_____ ] i
Budget Request Unit(s) Affected Alaska Public Utilities fnmnisqion
EXPENDITURES (Thousands of Dollars)
FY 77 FY 78 FY 79 FY 80 FY 81 FY 82
100 PERSONAL SERVICES
?00 TRAVEL
300 . CONTRACTUAL 278,308
400 COMMODITIES
500 EQUIPMENT
600 LAND ft STRUCTURES
700 GRANTS. CLAIMS. ETC.
FUNDI NO (Thousands of.Dollars)
GENERAL FUND * - 278,308
FEDERAL FUNDS
OTHER (Specify)
POSITIONS
FIII_.LTIME
on ir
TEMPORARY
Ill. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
Summary of direct costs of AVEC study:
Accounting (rate base - investment in plant) $72,000
Accounting (operating expenses fortho test year) 55,200
Engineering (Anchorage) 17,600
(field/travel) 31,400
(per diem) 2,320
Rate Design 12,000
Management Audit 39,760
Subtotal $230,280
Indirect cost and administration 23,028
Contingencies ~ - 25,000
TOTAL $278,308
Iv. DATE 2725777 _.PREPARED BY Carolyn Gikss, Commissioner, APUC
AGENCY 2 V-iiCom mission
Originel:  Legjislative Finance pone  212-1487
ac: Budget and Management

Prime Sponsor (Hirst Legislator Named)



cAlaslcg cVillage Ele c tric C o-operative , inc.

99 TUDOR RD,, e\NCHORl_éEEEP lﬁ\lo_ﬁg%% ;

Vzcmbzr 3, 1976

Carolyn Gate*, ConmiAAionei . . )
Alaska. Public Utilltes CcimniAAion *

1100 MacKay Building -
338 Vznali

AnchoAagz, Alaska 99501 )

Vzar'CommiAAlonzr Guzaa:

Enclosed please ~ind three sets o0& charts as follows: *

— ; ‘®

.*
ChaAt #1: Gives an indication of thz Statz School Azvznuz- veises thz
total Azvznues In Statz School villages szivzd by At/EC.

ChaAt «2: Gives an Indication ofi At/EC Azvznuz sources and distribution
$Aom 74-75 thueugh 6-3076.

ChaAt #3: Charts originally developed in 1973 in conjunction with

zfifiortA -to ac'iaz -the Achool minbnum to $2, 835. pel month, which tune

sequenced thz events that would happen to AVEC without adequate Achool Azvznuz.
We have indicated on thzAz charts thz type o0& chaoA tlwt would develop

in a falling utility. Thz fiacts oaz as good today as when they wzaz
originally presented to AZAponAible ofaicials in 1973,

You/la truly,

ALASKA VILLAGE ELECTRIC

General Lliangel
LHH/jay

EncloAuAZA
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. Rzvztuiz
36 7 35¢927.52
. ]
33 35,092.23
31 ' ' 36,639.79
34 35,934 .50
* *
54 353905 .10
T/ 779,500.14

61% ofi TotaZ Rzvznaz

yzaA Statz SchooZ

*x Two StatzjREAA-Schoolé&

BXA

6 Statz/RBAA SchooZ

thicuoh 6-50-76

| Statz
SchoozZ
Rzvoiuz
21 21,000.
35 36,680.
84 35,487.

20 20,810.

72 35,948.

59 35,739.
61 36,693.
C 70 36.174.

33 38,420.
35,332:
72 35,698.
61 35,519.
IS 21,033.
68 36,925.
59 35,429.
61 76,016.
67 71,414.
82 35,350.
59 35,121.
70 35,910.
49 36,918.
75 10,066 .
n 34,881.

SO 833,306.

SchooZs.

79
45
07
99
23
12
88
93
67
75
89
40
01
19
18
22
64
93
58
34
91
24
11

58

« 4

Ven-Scfico

ReveKue.

» .

41,045.16
65,549.65
6,561.56
49,548.44
14,100.18
15,094.48
13.181.10
m15,301.59
41,651.89
11,662.08
+13,565.82
16,421.12
62,952.69
17,425.06
*15,033.19
—=41,119.35
"35,834.36
1,595.10
33,421.01
15,362. 15
39,016.81
20,990.53
10,063.91

650,106.85

TotaZz
Rzvzna

98.914
102,230
42,048
105,451
50,049
60,833
60,475
51,416
116,111
56,994
49,264
51,946
119,920
54,350
60,461
123,135
101,309
41,946
69,148
51,333
15,935
66,961
44,951

1,661,913.

z

.07
.10
.63
.66
.01
.60
.98
.51
.35
.83
.11
.52
.20
.15
.41
.51
.00
.63
.65
,00
.84
.81
.01

51
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flvrc vjvmur w p .cfs j prnvTFinrrnu.
Von* InPrr 1. ]°77~ - Tmto 30 19.7A_
Aveluige Re\enLe. Avexage CoAt
W o i m i $ 47 K m
ReAidential 2227 31 3.977,530. 25 " 813,494. 20.4
CommcAclal 147 12.6 1,619,413. 7 217,664. 13 .4
9,180. 72.5
Stxeet Lleg/its « 76 .6 73,440. .3 )
BIA SchoolA 26 19 2,425,127, 29 .1 936,215 . 3$.6 .
te. SdioolA 23 19 2,440,057. 26" $33,307. . 34.2 v
3diooiA-0theA 5 6.3 81-5,969. 5.5 177,688. 21.8
Public
j.BuztduigA 267 11.5 1.484.249. 7.1 227.721. 15.3
) 2,875.
OtheA Revenues

2771 100 12.835,785. 109 3,218,144 25.7
Total



Presentation to the Federal Regional Council

STATUS OF CONTRACT ARRANGEMENTS BETWEEN REAA's AND AVEC

With the disolution of the State Operated School System,
which had been the single contracting agency with AVEC for
electrical power to schools and communities prior to the
establishment of the Regional Educational Attendance Areas,.
1the contracting powers of school districts were written into
the legislation creating the REAA's. The State assigned the
rights under the exsisting contract to the REAA's and advised
the REAA's and AVEC to immediately embark on contract nego-

tiations for the future.

Obviously, this change in governmental structure within the
State of Alaska creates a particularily difficult situation
for AVEC and for the REAA's. Where AVEC was able to settle
contracts and plans with a single State agency in the past,
they must now negotiate with eight of the twenty-one REAA
boards to cover the same schools that were originally served
by the State Operated System. Additionally, those boards
face the problem of determining what amount of money they
dare commit since their funding is entirely State funds,

approved annualy by the legislature. ()

At this time, the State is concerned about developing a ,
sound long-range policy on rural electrical power and is
eager to progress with future planning to meet the needs of

villages as well as school districts. While the State does



not have the legal authority to demand signatures on contracts
between AVEC and the REAA's, nor to contract on their behalf,
it does feel an obligation to assist in all ways possible in
rdsolving what is clearly a difficult decision-making problem
at this juncture in rural electrification history and to
asgist in maintaining a continuity of ,energy supply.

As of Friday, December 3, the status of the contract potential

with REAA's containing AVEC-served schools was basically as

follows:

The boards of the REAA's involved are unanimous

in their concern about the inequity of charges for
AVEC service to schools compared with other consumers.
Beyond that consensus there are some differing
.responses according to particular experiences of the

REAA's.

REAA 01 feels that the rates deinitely need to be more
reasonable and equitable and the board has asked
staff to analyze the cost of generating their own
electricity. They indicate that they have no intention
of signing extended contracts at this time, though
an analysis of the cost for generating their own

e <

electricity might change fheir minds, as could a

change in rate structure.
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Betties,

Manley Hot Springs and Tanana. The cost for those
schools, which are of comparable size, varies from
one-third to onehalf to the cost of the AVEC service.
The Board has requested specific review of alternatives
and will be receiving that information in the near
future. Additional reference was made to serious
damage problems from the lack of good maintenance

service by AVEC, the most

notable

example

referred

to being $90,000 dollars worth of damage in Mulato
two years ago. . ’
. % - -
fG iIs not interested in producing their own electricity
would like to sign the contract, but cannot at
this time accept the rate structure. They do have



serious concern about the lack of dependable power

in one of their AVEC-served schools, which must

operate its -own standby power, must have its own Tfuel

\ -and bear the cost of the regular contracted service,
. N
as well. .The expansion of housing in :REAA #6 has
greatly affected the dependability of power due

. to extension of water and sewer systems.

REAA ill board is reluctant to sign without a fairer
approach to rate sharing. They will assume some
of the BIA schools in the future and do not feel
that they will be able to justifiy expenditures
from foundation educational funds for the high cost.
However,.they do not have ah acceptable alternative

to date.

REAA #4 allegedly has no intention of signing and is considering
1 operating with its1 own power generation unless the
rate disparity is improved. They have concern about
the lack of reliability and service problems that

have been experienced.

REAA #5 Board would rather buy than produce power, but
insists on Iimprovement of the rates to schools and would
accept the same rate as community users and others.
Likewise, if any amount above that rate is subsidized
by the State through other than school foundation act

education dollars, they would be much more likely to



sign the contracts. Because they feel that the AVEC
power is basicallly unreliable, they have to keep the
back-up systems running Iin their schools. ( In some
* bases there is a sole source problem.)
- * t
REAA 83 did not report last week but are apparently

responding similarly to #4.



*"AGREEMENT

1. This Contract, entered Into on the. day of 7976,
between the Chatham SchooZ District, (Rural® Education Attendance Area
District Eighteen), and Alaska. Vlllage Electric Cooperatlve Inc.,
[hereinafter called the "Contractor™). .

. . . *o .

Elective Vote .

In regard to present Chatham SchooZ District SchooZ locations,
Including:

Angoon

elective July 7, 1976.

2. WTNESETHthat: . ' ..
- .- . P
[a] WHEREAS, this Is a Contract” for supplying electrical services
miIn an area where no competition exists and rates are coitrolled olj law
or ordinance; and

(61 WHEREAS, the Contractor has entered Into a Contract with the
Administrator of the Rural Electrification Adm-uUstratlon, hereinafter
referred to cs "REA"™, dated September 23, 196%, No. A-U73, "ana subsequent
Agreements, which provides for a loan from the United States of America,
actiig through the REA to finance the costs of construction of certain

.electric generation and distribution systems and related appurtenances,
hereinafter referred to as "Electric Facilities"” and

(¢) WHEREAS, the construction of the Contractor ™ Electric Facilities
Is conditioned upon the negotiation and execution of Contracts In form
and coverage acceptable to the REA bctu"ecn the Contractor and qualified
Cooperative Members, hereinafter referred to as "Members", and

[d] WHEREAS, the Chatham School District desires to become a
Member and secure required electric service as necessary for operation
of schools, In the village of Angoon, In which Contractor operates
electric facilities. - .
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HOW THEREFORE, -in consideration of mutual covci"jants herein contained,
it is mutually agreed between thz parties hereto as follows, to wit:

3. vmuinous m o

Where 04ed «ui i/u4 Contract:-. .

(a.) Chatham Schooz district shall mean thz Chatham SchooZ district,
(Rural Education Attendance Area district Eighteen), or other related
agency, or any subordinates oa successor agency responsible a0A school
operation in the village of Angoon and thciA heirs and assigns.

(6) ContAactoA shall mean thz Alaska Village EZectiic Cooperative,
Inc., a CoApoAation duty cAeated and zxtsting undeA thz lacs of thz
State of Alaska.

A. CEHERAL K * ! ' . . * . ~

Thz Contractor, at his expense, shall provide the facilities as
necessary to sell and deliver to thz Chatham SchooZ district, and the
Chatham School District shall purchase from the ContAactoA ail of the
electric power and energy which the Chatham School Vistrict may need at
Angoon. .

5 REVEIM GUARANTEE . = =

(a) The Chatham School District shall rau the ContrcetctJZlji-tLIi".
mutually.

agreed (Ji the sue: of the amount determined for each school pursuant to
latest effective tariff rate schedule generally applicable to other
similar consumers or ill) $2,855. per month, per location, whichever
, fn* _tho on? f71 srhcol..fc.riiitjrd”caticuL- L ;L J U 5SE£Eii,u-
"fiie one (1) revenue guarantee shall be subject to addition cl a fuel
cost adjustment i? KWH u "-iTF and as aK-iied to a"le aTTIT
consumers and regulated bu the Alasl:a Public. Utilities Commission.

(b) The Chatham School Vistrict shall be entitled to any discounts
customarily applicable to payment of bills by any custonic/i of the Contractor.

[e] Invoices for payment shall be prepared and submitted to the

location as designated by the Chatham School district. All invoices
shall contain strtar.ents of the meter readings at the beginning and the
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+ending o0& the bl“lng period, meter constants, consumption during the.
billing period, and such other pertinent data as may be required to

Substantiate the billings,

6. BILLING .
« L d
(a) Vatymcnts hereunder shall not be made In advance 0& services
rendered. The Chathm SchooZ VZs.tu.ct sha.CZ, hcvever, cue diligence to

e"ect payment oi aZZ Bills £f£or services rendered under this Contract
mthlji tiwvtij (30) days friom the date Audi bills one received.

(6] Bills far service hereunder shall be paid at the ofalee 0& the
Contractor in AnchoAage, State 0$ Alaska. B

7¢ _ UEIttERSHI? , . B
The Chatham SchooZ VZA-tiZct AhaZZ become a membcA the Contractor,

shall®"pay the membership free of $5.00 and be bound by Audi auZca and
regulation ca may faom tZme to tlr\e be adopted by the Contractor, ditch

oac pertlnent to the AuppZy and Acceipt Aervice.
S. CONTINUITY OF SERVICE . xx .
(a) The Contractor AhaZZ use reasonable diligence to provide a

conAta,it and uninterrupted AuppZy of electric powca and energy hereunder.
16 the auppity c& electric power and energy (aZJL ca be ZnteAAupted, or
becomes defective through act God, Govcnvr.cnial Authority, action o0$
the cler.cnis, pubzic enemy, accident, strikes, Labor trouble, ZnabZZtty
to Aecare right-ofa.my, or any other caase beyond the reasonabZe control
oi the Contractor, the Contractor ahalt not be liable therefore or faf

damages rauuscd thereby.

.

(6) In the event o0& the Interruption o0& service In any month In
the manner above described and said Znteviuption Is gor a total period
In excess 0of one day, the monthly mount due Cont"caetor pursuant to
paragraph 5 (a) (77) hereunder shall be reduced In the same proportion
as the period ofi Interrupted service bears to the month In ditch the
Interruption occurred.

(c) Interruptions fior planned maintenance or emergency repair
shall be coordinated with the Chatham School district to the maxima
cx.teJit feasible so as to minimize the Impact of the outage o/( the Chathm

School district operations. .
m



9. DURATION OF CONTRACT . o

This Agreement shall become elective only upon approval in icnlting
bij REA and shall remain in eti‘ect [iAtiIArJ—ﬂVr.47AJ‘y?g*.s "ollowina the,
Start o< the rnrtlal bi.LC.uw veriad on J:;Py I, LQ.7A.. At zhe and of such
twelve 112J year period, the Chatham School District bhall pay thz
Contractor an amount {hereinafter called the "Facilities Change")
computed as hereinafter provided, unless the Chatham School D-istrict
shall elect to rcneio this Agreement for an additional, twelve (72) ijean
pcnlod by giving written notice thereof to the Contractor not less than
90 days before the end of the {.list tcelve (72) year penlod. The Facilities
Charge shall be $160,000.00 pen. location.

The Chatham School District, by giving not less than 90 days written
notice to the Contractor and paying the Facilities ChaAge, shall have
the Alght to terminate this Agreement at any time; provided, however,
that if such notice shall be, elective duAlng the additional twelve (72)
tjeaA period, the Facilities Charge, shall be reduced by eight and one-
third per cent (S J/3s) for each year of service fo.lioioing the expiration
of t?e first twelve (72) yecA pealed. *

10." ACCESS TO SERVICE LOCATIONS

(a) The Chatham School District gAants to the Contractor, face of
any rental or similar charge, but subject to the Imitations specified
in this Contrast, a revocable permit to enter the service locations for
a\'y proper purpose under this Contract, including use of site or sites
agreed upon by the parties hereto 3o0or the installations, operation, and
maintenance of mmhe facilitzes of the Contractor. Authorized representatives
0f the Contractor will be allowed access to the facilities of the Contractor
and the Chatham School District at suitable tlr.es to pcrfo*tm the obligations
of the Contractor with respect to such facilities. It Is expressly
understood, however, that proper military authority may limit or restrict
the right of access hviein granted in any manner considered by such
authority to be necessary for the National security.

[b] The Contractor shall, at its expense, obtain all rights-of-way
and easements necessary to permit it to perform under this Contract.
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11. ALASKA PUBLIC UTILITY COMMISSION

%

Tt 16 thz understanding of thz pcttizi that tliii AgAzment Ghall bz

subject to applicable pAovi&ioivs 0$ AZcika Adn*luiitLat
PaJit 5, AZjzika. Public Utilities Comilbtion, ChaptzA 4S,

ivz Codz, TttZz 3,
Practice®"and

PAoczdusiz, AnticZz 2, Utility TaAi”“i., Section 390 PAovlsionA of Special

ContAact. m

SERVICE AGREEMENT BETWEEN CHATHAM SCHOOL
[REAA VISTRICT U]
ANZ?
ALASKA VILLAGE ELECTRIC COOPERATIVE,

* () () [
AppAovéd: | AppAovzd:

CHATHAM SCHOOL VISTRICT
® ®

[

. ALASKA VILLAGE ELEC'I"||:<

Bry:
Title"- _ . TJ'tIe/
: —_—
. Vatz'1i'L rynn

it

® * ° ° °

x« Page5of 5 '

VISTRICT

INC.

o ¥

COOPERATIVE,

NC.

Nl

n T8

»



Il /+ ' Gawbell~rsavdonga

\\ ,
mountain
[v Village

Ltkas Ft.

?ilot Sf.
*. Maty s

*Marshall
11
Inajltphuk
1:Kaaigluk

*
IAl#

Shishm

Wal'e

\ Vb

HokoW®o1

r % ~ s

Shaktooilfp

= e

Anv

ay
»Eek

S1*38!T8nak-

) *Huslla

« la

Xaltag

/. Michael
/

e'Grayling

ik

NHoly

Cross

"Mt fskag !

Quinhagak

"7

~jffew Stuyatfok

Villages Receiving Electric

Power from the Alaska Village

Electric .Cooperative QNVEC)

NOVEMBER 1976

SPALE: 1. INCH..=50£] MILES;. ;_



INFORMATION FOR SUPPLEMENTAL APPROPRIATION
FOR COST OF SERVICE STUDY RE AVEC

The Problem;

The REAAs have refused to sign contracts with AVEC
because the costs will be excessive in relationship
to projected education revenues to their districts.
The schools have been consuming 33% of the kilowatt-
hours generated .and paying 53.7% of the costs of
generation in the 46 AVEC villages.

The Process Addressing the Problem:

The Interdepartmental Task Force was formed to
address the problem and recommend to the Governor
means to resolve the immediate problem. Agencies
involved were the Governor's immediate staff, the
Division of Budget and Management, the Division of
Policy Development and Planning, the Department,

of Education, the Department of Public Works, the
Department of Commerce and Economic Development and its
Public Utilities Commission, Department of Community
and Regional Affairs and the Department of Revenue.
Jim Edenso, Deputy Commissioner of the Department of
Revenue, has been chairing the project.

The Recommendations;

The Committee recommended that a proposal be submitted
to the Federal Regional Council to seek funding to
conduct a cost of service study to collect

data necessary to the REAAs for resolution of the
contract disputes; to BIA for ascertaining the future of
their AVEC contracts; to APUC for establishing just and
reasonable rates; to the State Administration for determin
ing future policy of subsidization of electricity

in rural Alaska for educational purposes; and to federal
agencies for protecting capital investments already
dependent on AVEC power.

Current Status;

The proposal to the Federal Regional Council was, in
essence, turned down. The urgency of the project
dictates that the State proceed in order to have the
data available by early fall to meet the above purposes.
The current contracts with the REAAs (actually an
assignment of rights by the State to REAAs under che
terms of the former Statewide contract with State
operated schools) expire June 30, 1978 and no future
commitments can be undertaken until the dispute 1is
resolved.
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ImMmmediate Recommendation:

The recommendation of the Interdepartmental Task Force

is that to assure immediate responsible/ professional
attention to the task, the State fund the cost of service
study for an amount cf $280,000 appropriated to the

Alaska Public Utilities Commission. The Interdepartmental
Task Force recommends that since this is the State

agency charged with the responsibility of establishing
just, reasonable and non-discriminatory rates, this is

the appropriate agency to manage the study.

Attachments



February 28, 1977

The Honorable Hugh Malone
Speaker of the House
Alaska State Legislature
Juneau# Alaska 99811

Dear Mr. Speaker:

Under the authority of art. 111# sec. 18 of the Alaska
Constitution, and in accordance with AS 24.30.060(b)

and the Uniform Rules of the Alaska State Legislature,

I am tjansmitting a bill making a supplemental appropri-
ation xn the amount of $278,308 to the Department of
Commerce and Economic Development, Alaska Public

Utilities Commission, to fund a cost-of-service and
management study of the Alaska Village Electric Co-
operative. One result of this study will be to de-

termine reasonable rates for the REAA's to pay for
power and provide data for contractual decision-

making for the future of electrical power in the forty-
six AVEC-powered locations. The appropriation would
enable the study to extend into Fiscal Year 1978.

Sincerely,

Jay S. Hammond
Governor



'STATE / or?/"- fp>/**
of ALASKA

Carl brovn
federal Legiona! Council

dati . ;~rch 1S, 1977

FROM: Carolyn G. Guess, Ccodssioner SU3JECT: AVI.C Gast-of-Service Study

| apologise fcr ny tardiness in bringing you up to date on "Project AVI.C."

As | stated over fuo pixino last week, tI/0 Governor lias rcoucstcd a
supplemental aunroprialicn in tho amount of 3278 ,30F to fund a cost-of-
cervico study ol rue AVW.Cutilitv. ibis action i:as taion bocauso of the
State's concern tnac tho arer.cxos approached t'irourb tuc federal Actional
Council tere uituor unable or wu:v.-lilliza' to ccvmit on a tirroiy basis to
the funding of this crucial project, ‘ibo financial deterioration of
AVtiC iias cont-Lived and too AJ'LC Las bhoon requested to grant &i-ergc;'.cy
rate relief to tuo utility. A decision F€Qarding this ratter is ex-
pected by the first of April.

Tho Governor requested that tho cost-ef-service study be recoamined in

light of the State eeiny tho sole source of furdi.ny and consequently

the decision v;as ..:uue 1o fund travel by the ongl.coring consultart to
only half of the villages. Tids is not an optivrun situation but tic
most financially practicable La lip it of reality.

V'c vould reoucst k.at tire vonias (-29,000 | believe) the Alasha borer

Aljv .ijiistration indicated would be available for tills study be forlnconing
and it would bo tic Latent of tnc ATuC with concurrence fro:;.. the success-
ful contract biduer tnat any federal dollars "'c-lci nocor.e available

replace the aeauction rade Li on-site engineering analysis of tlie village

generation facilities.

We spobc cf tija possibility of tlie bureau of land iManagement providing

one of its planes and pilots as an in-i:ii>.i contribution by tlie Interior
Lenurtment. jiio <yjestio.. of the liability of the federal govomr.eut

was discussed and | believe you wore golip to check on whether the ftate
of AJ.ar.ha could purcnuse an insurar.ee policy to preclude federal liability .

Is there any v.ord on this?

I v .ill i> in contact wit!; Mr. Guy +lartin, currently tl;o Commissioner of
Natural iresources for the State of Alas;:a and 1lresident Carter's nonince
for Assistant Secretary c¢f tuc Interior for Land and hater Resources

to ueiornino if a policy decision at the hashinyton level vould be
beneficial to the proposed in-hind contribution of tire bopartr/ent of
Interior.



Carl brown
March 13, 1377
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Tte accounting responsibilities for tho cost-of-service study are

estivated to consume 12 ran-weeks for S accountants. We both a‘greed
that tlie agencies affected v/j.thin the Federal Regional Council would he
unable to prcvi<'.e in-kind contributions or tills rsaynitudec. however,

any resources that are available to assist lit the area of the rabate-
ment audit of AYLC could to of immense assistance.

Hie r.uinugencnt audit till address the present practice of tho AVKC
operation in. order to determine whether the systems currently used
allot; AVIIC. to function in tho rest efficient manner. In addition, this
jxirt of the study should address the octality of service that is being
provided, tiic ways to ir.orovc tiio service, and (in con;unciion with tlie
engineers and accountants) tiio cost to bring substandard service to a
reasonable and reliable level. One of tho rare icrportant problems w hich
this aspect of the study must address is tho iroact of load growth on
axistin3 AYEC systems from ItUD housing units, the upgrading by the
Public iicalth Service of existin'.! facilities, fl.c village sewer and
water systems, aud tiio construction arc; additions to scnool buildings.
Examination of tlce original CEO conditions placed upon AVEC which are

still in effect must La analysed to determine tiro effect of i:?2:;0sinn
self-help constraints on an organisation required to nroviuo electric
services. The training of plant operators at the Seward Shill Center
sicould he evaluated in tores of the shills necessary to provide ojxm tion
of tlie generation facility in tlie village.

If you believe an appearance by Suo Greene or rryself at the Federal
Regional Council April meeting could shako any dollars or in-kind contri-
butiocai loose, wo would bo available to personally update the progress

of this project.

CSG :ws



Marvin R. 'Vcathecrly

Commissioner

DAE ' January 21, 1977

Carolyn S-. Guess . 5UBJECTI An Update of the Status of

Commissioner Alaska's Request to the Federal
Regional Council for Assistance
Through the Joint Funding
Simplification Process to Fund
a Comprehensive Cost of Service
Study for AVEC

As of this date, it is my understanding that the Federal Regional
Council has secured for this project $20,000 from the Alaska
Power Administration. It appears from conversations with Carl
Brown, staff member assigned to this project, and Dave Dougherty,
staff to the Federal Regional Council, that everyone realizes
the importance of solving this problem but nobody except the

Alaska Power Administration can rind the money.

It is my wunderstanding from Mr. Brown that the BIA was approached
and they h'ave said "no dowugh. " I have attached a letter from the
acting area director of the BIA which I find quite interesting in
that lie is very supportive of the study, asks many questions that
need to be answered, bur cannot, find any funds for the project.

An ironic note here is tlie second attachment which announces a
$50,000 grant for the development of a tannery by the non-profit
arm of the Bering Straits Native Corporation. Although it docs
not say where the tannery would be located, I am sure a tannery
requires power and it is likely that we could be speaking of an
AVEC wvillage. I fail to understand tlie position of BIA to provide
grant monies for development of industries before we solve the
crisis problem of electricity in rural Alaska.

It is also my wunderstanding that EDA has been approached for money
and there is a gquestion as to what can be provided. I spoke with
M. Clyde Courtnagec, the Alaska Director, and he believed that
Washington, if the commitment were really made to fund this pro-
ject, would find monies within EDA.

It is my understanding that Mr. Brown, who met with Senator ©Gravel
on Friday, January 2 1st, W as also to contact ITEW and CSA to deter -
mine whether thev could find funds for this project. Senator
Gravel probably has a more recent update on this than |,

Our modified request to accomplish the comprehensive cost of
service study is $317,817 of which Alaska woill commit one third,
$105,939. We are requesting two thirds of the total cost through

tlie Federal Regional Council, $211,8758.

| think a continued source o f frustration for those of us who

are working intently to find the monies to fund the cost of



Marvin R. Weatherly -2- January 21, 1977
Commissioner

service study is the fa.ct that the federal government really
has more to lose by a dysfunction or bankruptcy of AVEC than
tlie state. Senator Gravel was left a copy of our presentation
to the Federal Regional Council in which documentation was pre-
sented indicating a conservative estimate of federal dollars
which have been invested in AVEC wvillages in facilities which
require reliable power. For instance, HUD lias a minimum of
$29,000,000 in these villages., the Bartlett Programs have
$2,000,000, EDA has a minimum of $2,000,000, FAA has oplans

at St. Mary for gexpansion which could total $1,000,000 and

the water and sewer system investment by the Alaska Native
Health Service totals $27,000,000°. These figures do not take
into consideration the <chaos that the village health programs
would undergo if a reliable source of power could note be pro-
vided

I know that Mike"'s o ffice, through Rick Aks, is pursuing this
matter. Any additional information that is needed we will pro-
vide. I might add that I w ill be in Kansas City tlie third week
in February. In the event there would be anything I could do
to effect positive action regarding this subject I could journey
to D.C. on the 17th. As you know, Marv, Alaska has committed
ifc ‘shavr? and our gnfilicv has (lo® ac d”~op ac Ive c.an rn nrnviflp
money. What we need now i8 for the federal government to give
more than lip service to this project.

CSGrdim

Attachments

cc: VSue Greene
Jim Edenso



