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FROM: SUBJECT:

by the APUC

A cost-of-service study of the Alaska Village Electric Cooperative. Inc.
(AVEC), service area w ill include accounting, engineering and a manage-
ment audit. The accounting and engineering woik w ill provide data 011

a village-by-village basis including tlie cost to provide each class of
user (residential, commercial, school, public buildings, street lights)

with electric service.

The management audit w ill address tlie present practice of the AVEC
operation in order to determine whether the systems currently used
allow AVEC to function in the most efficient manner. In addition, this
part of the study showuld address the gquality of service that is being
provided, tlie ways to improve the service, and (in conjunction with tiie
engineers and accountants) tlie cost to bring substandard service to a
reasonable and reliable level. One of the more important problems which
this aspect of the study must address i:. the impact of load growth on
existing AVEC systems from HUD housing units, tlie upgrading by the
Public Health Service of existing facilities, the village sewer and
water systems, and the construction and additions to school buildings.
Examination of tiie original O0EO conditions placed upon AVEC which are
still in effect must be analyzed to determine the effect of imposing
self-help constraints on an organization required to provide electric
services. The training of plant operators at tlie Seward Sk ill Center

should be evaluated in terms of the skills necessary to provide operation

generation facility in the village.

The follow ing is an educated estimate of a total cost-of-service study

of AVEC under the direction of tlie Alaska Public Utilities Commission
(APUC). A utility financial analyst w ill be assigned by tho Commission
to coordinate the project and to report directly to one of the Commis-
sioners. In addition, an APUC engineer specializing in electric
generation w ill give direction to tlie engineering aspects of the study.

It is assumed that the accounting and engineering components of the
AVEC study w ill be contracted to experienced firms w ithin Alaska. At
the present time it is not known who, other than SCS Boeing, may be
interested in conducting the management audit.

Tlircc staff of the APUC have spent 15 hours going through the data that
is available in the Anchorage headquarters of AVEC. The accounting and
engineering estimates arc based 011 their findings and analysis of tlie
work necessary to provide the cost of service by village.

of

the
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WORK TO W DONE IN ANCHORAGE

Accounting

Tlie end product w ill provide the data on which the APUC can determine
just and reasonable rates for the AVEC system. It w ill also give the
policy makers tlie costs to provide electric service by village', by REAA
district, by geographical location and by the entire system (and other

groupings if desired).

0f the existing plant in service, two-thirds has not been classified
according to the Uniform System of Accounts (classified as to generation,

transmission, distribution and general categories). A portion of each
classified category must be allocated to each village. A revenue require-
ment for each village cannot be determined until this is done. The

estimate for this part of the study is:
Four accountants at $150* per hours=
$6,000 per weeks=

$72,000 for 12 weeks

*(1 supervisor at $60 per hour; ! at $40 per hour and 2
at $25 per hour)

Hie accounting records of AVEC'sS operating expenses are kept on a system-

wide basis. In order to determine the revenue requirements of each
village, these expenses w ill have to be broken down and allocated to each
village. For rate-making purposes, operating expenses arc determined,
normalized for a test-year period, and proforma adjustments arc made when
there are known and measurable changes. It is assumed that the test year
to be used w ill coincide with the interim request for rate relief presently
before tlie Commission (July, 1975-July, 1976). Tlie estimate for this

portion of tlie study is:
Four accountants at $115* per hours=
$4 600 per wecks=
$55,200 for 12 weeks
*(1 accountant at $40 per hour; 3 at $25 per hour)
Engineering
Assuming that the engineering data at AVEC'sS headquarters tracks with
the field verification, the engineers w ill project the load growth and
determine the demand on each village system of each class of user. The

estimate for this part of the study is:

Two engineers at $100* per hours=
$17,600 for 22 days

*($400 daily rate)

Rate Design

Accountants wutilizing tho test-year data and assumptions made from the
engineering information wiJl be able to produce rate designs for each
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class of consumer in each village Jlocation. Variations of rate designs
w ill be relatively easy tc effect and could give sucii desired information

as tlie effect of regionalization on-AVEC rates, the effect of investment
necessary to produce reasonable quality of service conditions where
problems exist, the effect of recent generation acquisition on tlie cost

to serve.
Vv

Two accountants at $100 per hours=
$800 per days=
$8,000 for 2 weeks
Computer leasel/ $4,000 (conservative estimate)

support
$12,000
Management Audit

This estimate is based on numbers provided by SCS Boeing after spending a
morning with Mr. Hodson, Manager of AVEC, and conferring with APUC staff.

Professional services/office/$440per day for 80 days=$35,200

field

Travel--Seattle/Anchorage® $ 2,760
(13. trips)

Per diem--Anchorage/40 days $ 1,J00

($45 per day)
TOTAL $39,760

WORK OUTSIDE ANCHORAGE

There must be an analysis of the existing village utility plant by the
engineers. Included in the study is travel to approximately half of the
villages. It is assumed that the management audit personnel w ill ac-

company tlie engineers to a portion of the villages visited.

A sampling of approximately twenty villages wijll be used with one trip
out of Kotzebue/.\mmc, one out of Bethel; onc”'of Dillingham and one out
of Fairbanks. Tlie condition of the wutility plant w ill be determined,
tlie load tested, and the accuracy of the existing Anchorage data w ill be
checked. Tlie estimate that follows is based on very rough figures from

two engineering firms in Anchorage with tlie assumption that a company

plane is used.

Travel--two days in 20 AVEC
villages (includes travel to
and from village) $15,400

Engineering--one engineer

at $400 per day for 40 days $16,000
The assumptions made on the amount of time spent in the villages arc that
(1) optimum weather conditions prevail and (2) the village plant operator
is available during the visit. (Communications by radio-phone is dif-

ficult and even nonexistent in many of those villages.)
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Per diem (State rate used--two days per village)

Kotzebue/Xome--5 villages
2 people x $67 $ 670.00

Bethel--6-7 villages

2 people x $65 910.00
Dillingham--4 villages
2 people X $49 392.00

Fairbanks--3 villages
2 people x $58 348.00

TOTAL $2,320.00

Summary of Direct Costs of AVECStudy

Accounting (rate base) $ 72,000
Accounting (operating expenses

for test year) 55,200

Engineering (Anchorage) 17,600

(field/travel) 31,400

(per diem) 2,320

Rate Design 12,000

Management Audit 39,760

TOTAL $230,280

In the revised estimate submitted to the Federal Regional Council,
included were 10% indirect cost and administration

$23,028
plus an amount for contingencies $25,000
TOTAL ‘ ' $278,308
Additionally, included in the proposed estimate to tlie Federal Regional
Council was a research analyst Il (Range 16A at $1,630 per month). It

would appear that this position would ensure that information of past and
present concerns, problems and frustrations regarding services provided by
AVEC which exist in many agencies (Dept, of Environmental Conservation,
Community and Regional Affairs, etc.) would be an integral part of tlie
management analysis. An estimate of RAIl salary for six months is $9,7S0
plus any benefits which may accrue to a temporary position. This position
could be funded by tlie APUC w ithin its existing jicrsonncl budget.

There is no dollar amount provided in this budget for testimony by the
participants before the AI'UC when it determines AVEC's permanent rate

request and a new rate design. If tho Commission is allowed to transfer
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some Personnel monies to Contractual Services and encumber same for Fiscal

"78, it w ill have the necessary dollars for:

Testimony of two accountants, one

engineer, one management specialist

@%$400 per day for ten days (this

includes the work involved in pre-filing

testimony) $16,000

Transcript of hearing 4,000
(1600 pages at $2.50 per page)

TOTAL $20,000
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Background information: Supplement to pre-application of the State of Alaska
for a grant to effect a comprehehsive assessment of
the cost of service of the Alaska Village Electric
Cooperative to provide electric power in";46 Alaska
Villages

* in the pre-application 48 villages were included.
The village of Point Hope is no longer in the service
area of AVEC and it is expected that Angoon will be
transferred to the Tlingit-Haida RegionalElectrie
Authority.

WHAT IS THE PROBLEM?

The financial viability of the Alaska Village Electric Cooperative (AVEC") , which
currently serves 46 remote villag-s in Alaska, 1is threatened by theloss of revenue
from the State School (REAA) contra. ss.

For fiscal 1976, $833,306.58 in revenues or 26% of the total AVEC revenues of
$3,210,144 were received from the State (F-EAA) Schools.

If the State (REM) Schools refuse to sign long term contracts with AVEC, it is

expected that the Bureau of Indian Affairs Schools will do likewise. Currently
their revenues, $2,425,127 for fiscal 1976, provide 29.1% of the total amount
received by the Cooperative. Together, the revenues from all schools contracts

(including the independent school districts) are 61% of the total revenues of AVEC.
(Exhibit 1).

THERE IS NO OTHER SOURCE OF REVENUE TO OFFSET THE LOSS OF SCHOOL CONTRACT DOLLARS.
WHY HAS THIS HAPPENED?

The last half of the 1960"s were marked with much interest and efforts by the

Johnson Administration in programs to improve the standard of living for the
economically disadvantaged. Vista, Peace Corps and O0EO were familiar words on the
front pages of the newspapers. Alaska"s late Senator Bob Bartlett was able to interest
the policy makers in Washington to consider electrification of villages in remote
areas of Alaska. Only through electrification, it v/as argued, could the depressed
standard of living of Alaska®"s native peoples be raised and the thought of self-

help programs and economic development be entertained.

The cooperation of state and federal agencies gave birth to AVF.C in 1968 and then
Governor lli.ckei approved the venture in March of that year. Tlie Office of Econonmic
Opportunity agreed co provide grants for operation, the U. S. Department of Labor
agreed to provide funds to train the operators of the system, the Rural Eioctriiis:at ion
Administration agreed to provide the. capital necessary for generation and distribution
of power and the Bureau of Indian Affairs agreed, as did tlie State of Alaska through
the. Alaska State Operated School. System, to purchase, electricity for their schools on

a flat mor.Lli.ly charge.
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Aciording to those involved at the inception of AVEC, then* was litlledal®J to
*determine what. It would cost to serve remote villages with reliable power. An
"educated guess-timate"™ ,/as the best anyone could provide.

The importance of t!;is project was given national attention when in 1.969 Senator
Edward Kennedy, Vice-President-elect "e/alter Mondnlc and former State Senator Willie
Hensley travelled to some of the first villages electrified by AVEC. The commitment
to make AVEC work grew stronger.

However, the revenues AVEC were receiving were not enough to cover their operating
expenses. To cover the deficit, the contract with the State and BIA was increased
from the initial amount of $1200.00 per month, to $2000.00, to $2400.00, until the
present contracted amount of $2835.00 per month.

Things were proceeding better. In 1972 AVEC showed a profit margin for the first
time. Enter the Trans-Alaska Pipeline. Manyof AVEC"s trained village operators
who then and today are being paid $260.00 per month were lured away by jobs that
paid $2000.00 per month. AVEC did not escape the inflationary spiral that hit every
.electric utility in this country nor the oil embargo of 1974 that sent the cost of

diesel fuel rising.

In 1971 the Alaska Public Utilities Commission was created with authority to regulate
all private and some public utilities ir. the State. The initial rates and soecial
contracts established by AVEC came under a grandfather clause. There was no analysis
of the revenues required to serve, nor the equity of the existing rate structure.

* - -
The 1975 legislature enacted AS 14.03 which repealed the State-Operated Schools
Act and created in its place Regional Eoucational Attendance Areas (REM) whose
responsibilities include the delivery of educational services in rural Alaska. The
REM"s are governed by Boards of Directors, elected by residents of the affected
villages, and they have autonomous responsibility to expend the educational dollars
allocated to their districtsas they see fit. It is good management for these elected
officials to question past expenditures in terms of value received. Hence, the
scrutiny of the cost of purchasing electric power for tiie schools from AVEC.

Is the flat purchase power agreement in the best interests of the REAA"s? Could

the REAA"s produce the electric power required for educational purposes for less
dollars and divert heretofore allocated utility dollars to educational needs? If
subsidy 1is necessary for the village resident, is this net a community problen,
rather than an educational one? These arc the questions that have been and are being
raised today by the REAA boards.And without the data indicating the costs to
deliver electric power in remote Alaska, no one has the answers.

WHAT HAPPENS IF AVEC GOES "BELLY-UP?"

The State and the Federal government will have to take immediate steps t:0 protect

the investment that has been made in these, villages. (Exhibit 2) If a planned, orderly
collapse could be offectodja tremendous expense would he incurred in order to bring
continuing reliable power to the villages to proect the investment already there

ond to provide for future powerneeds.

Realistically, planned collapserarely happens. Everyone involved would try tosave

the existing system. Without tho revenues, these measures would fall short of achieving
the goal and the article that appeared in the December 3, 1976 issues of the Anchorage
News (Exhibit 3) will reappear for every village this important Cooperative serves.



There is no estimate that can be given at this time of the exnonditurc required in
each villaag to secure d safe, reliable power source. AVEC has a .513,231,957 Invest—
ment in utility plant as of September 1976; these are 1968-76 dollars. Add a
conservative average inflation factor of 6/, — a minimum of $15 million dollars would
be required. This does nol include any overhead ey.pcnse>nor docs it take into
consideration expenses incurred to meet emergency situations.

IS THERE A SOLUTION?

The consensus of Alaskan officials who have discussed this problem since March of

this year is that the basic cost of service data must be determined before any

decisions are made. A cost of service study is a precursor to the determination of

which class of consumers shall nay what percentage of the costs of service. A cost
of service study of AVEC has never been undertaken - if it had been in 1968,

these villases would probably still be in the dark.

The state agency charged with the responsibility of establishing just, reasonable
and non-discriminatory rates is the APUC. With proper funding, this agency would
provide the study in question and then render its judgment regarding what revenues
are needed in order to maintain a viable utility . In addition, the APUC must
determine the most equitable ratestructure for all consumers.

An induendent study as proposed in Alaska 3 pre-application would give the decision
makers of the REAA"s the true cost to serve, regardless of who is delivering the
service. If a state subsidy is required in some areas in order to make power
available to theyillage resident at a realistic cost, this study would providethat

information.

Alaska believes that it is in the best interest of all agencies with existing and
proposed programs dependent on a reliable power source in these villages to effect
the proposed comprehensive assessment of the cost to provide electric power in
Alaskan villages. This study cannot only prevent the financial collapse of AVEC,
but can serve as abasis for planning for future electrification programs in other
remote villages. Additionally, this study could provide tiie foundation for
establishing sound long-range planning for state subsidization policies in rural
electrification as well as enhance joint federal-state investments in the future.
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ri,n jccjsion to bring elect city to rural Alaskan villages s made in 1063 based on
the commitment of the Office of Economic Opportunity which provided a grant for opcr-
atio:”~ the Rural Electrification Administration which provided loans for capital, tlie
Bureau of Indian Affairs fIIlA) ar.d the State of Alaska through tlie State Operated School
System (S0S) who approved flat power purchase agreements, "ihus, the Alaska Village
Electric Cooperative (AVTC) was established dedicated to the philosophy that through
electrification, rural-Alaska's standard of living would be va:-".Iv improved thereby
permitting optimum delivery of education* health, communications, transportation and

other life sustaining services. . ]

The contracts between AVTC and the agencies responsible for rural education, SO0S and BIA,
established the financial foundation which made possible the delivery of electric power.
Initially a flat monthly charge in the amount of S1,200.00 was adopted. Today, the
monthly rate is $2,355.00 per school. Tne charge to other power users when electricity

became available was based or r*'kilowatt hour rate which has not increased since 196S.

Since AVEC's inception, its management which provides administrative and general functions
in addition to facility design and maintenance and repair of power generation equipment,
has been centralized in Anchorage. Management has had complete responsibility for the
operation of 48 village generation, transmission and distribution facilities from such

diverse locations as Angoon in Southeastern Alaska, Point Hope on the Chukchi Sea, the-

village of Gambell on St. Lawrence Island and the interior town of Minto.

The S0S was abolished by the 1976 legislature and on July 1 of this year 21 Regional
Education Attendance Areas (REAA's) were created throughout Alaska with autonomous power

to allocate educational dollars, including funds for the generation of power in the

schools. The REAA's in reviewing the costs to provide education'in rural Alaska have ex-

pressed their view that the power purchase agreement executed by AVTC and SOS
produced a discriminatory rate structure, and consequently, they have refused to sign

contracts with AVTC for the purchase of power beyond.July 1968.

Should the schools, through the REAA's choose to install their own generation capacity?™*,
the other users of power w ill bhe faced with prohibitive rates for electric service. Tlie

dysfunction of AVTC in these villages would signal the potential collapse and bankruptcy of

this cooperative, which in turn w ill seriously jeopardize the.power source for health clinic
the small earth stations communication network, water purfication plants, and airport con
struetion and maintenance projects. Tlie financial alternatives for the existing powerdenar
programs in these -IS villages are simply prohibitive and untenable.

Hence ~-- this application. o .

# *

Tlie current AVTC rate structure was in existence prior to the establishment of tlie .Alaska
Public Utilities Commission, the agency charged with the responsibility of setting just,
reasonable and non-discriminatory rates (AS -12.05.141(5), AS 42.05.591). Tlie touchstone
of an equitable rate structure s tlie cost to serve. To accurately determine tlie cost of
service a major auditing project and on examination of AVEC's plant in service must bhe
undertaken. Then, sound alternatives to the existing rate structure can bearticulated and
adopted. W ithout tlie facts, tiio ATUC s without the tools to do their job.
Tlie purpose of this application is to request monies from the Federal Regional Council to tv

matched by Alaskan dollars to fund the gathering and analysis of data necessary to determine
just, reasonable ;md non-discriminatory rates for AVTC and insure that an uninterrupted
souicc of power is available lor the health, safety and convenience of people living in

rural Alaska.

SIANOAK fOKM W4 FALL C (10-71%)



I, 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.
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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



February 28, 1977

The I1lonorablo 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 transmitting a bill making a supplemental appropri-
ation in tho 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 tho 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. Hamraond
Govornor



The

The

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.

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 v/ere 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.

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 jJjust 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 the
terms of the former Statewide contract with State
operated schools) expire June 30, 1970 and no future
commitments can be undertaken until the dispute is
resolved.

Jitu
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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 of $200,000 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 1is

the appropriate agency to manage the study.

Attachments



THE LEGISLATURE OI7THE STATE OH ALASKA
TENTH LEGISLATURE

FISCAL NOTE
REQUEST ooc
Bill/Resolyipl Mef House 1013 Jo, 285 .
Title JLJUPPI.Gmentnl Appropriation t-n Al Pnblir- m-im -inr r,,,nTM on———
Requested b>_ O fficc of the Govornor Dale 212571 77
Il. FISCAL DETAIL
Agency Affected ComBRrce t, Economic Dnvolnomr-n)e
Program Category Affectedl Public Protonlkinn
Budget Request Unit(s) Affected Alaska Public ttilitios Rmmn”inn
EXPENDITURES (Thousands of Dollars)
FY 77 FY 78 FY 79 FY 80 FY 81 FY S2
100 PERSONAL SERVICES
?on TRAVEL
300 CONTRACTUAL 278,300
400 COMMODITIES
roo  KOUIPMEN T
600 LAND fi STRUCTURES
700 GRANTS. CLAIMS. ETC.
Y
FUNDING (Thousands of,iDollars)
GENERAL FUND 278,300
FEDERAL FUNDS
OTHER (Spccifv)
POSITIONS
FULL TIME
PART TIME
TEMPORARY
Il. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)
Summary of direct costs of AWC study:
Accounting (rate base - investment in plant) $72., 000
Accounting (operating expenses for the test year) 55, 200
Engineering (Anchorage) 37, 600
(field/Ztravel) 3.1, d0O
i (per diem) 320
Kate Design 12, 000
Management Audit 39, 760
5 L . Subtotal "$230, fifo
Indirect cost and administration 23, 028
Contingencies 27<, Ghd
TOTAL $7Q ; "-oit”
ionor , AVUC

PREPARED BY
VAWAN

.r;inv!yn.
I'ldrJ ic

"272-MB7 ~

v e 220

Oiiigirel;
Qc:

AGENCY ti'l’a I tilt jos

I ggislative Finance I"MONE
Budget and M.immemeiil
Prime Sponsor (lirst Legislator Named)

pmins ion



CA laslgi cV illageE lectric C o-operative , inc

999 TUDOR RD., ANCHORAGE. ALASKA 99503 ..
. TELEPHONE 2/9-

VecembeA 3, 1976 oo * .

CoAoltjn GueAA, CommiAAioncA e I
MaAka Public UtiliteA CcmmiAAion

1100 vackay building - ) #

331 Venati . _ ' ) cne

A»ldioAage, Alaika 99501 " .
: A me T ' :

VeaA"CommiAAione/L GueAA: . .

EncloAed pleaAc ”"ind th/iee AetA oh chaAtA at bottom: *ox *
o * X_;*_

ChaJut 1>1: Givci an indication oh the State School Aevenue- veueA the.

total AevenueA in State. School viltageA Acived bj AIl/EC.

cha/ut 112: GiveA an indication oh AI/EC Aevenue AouAceA and diAtAibution
h>iom 7-7-75 thn.cu.gh &30T6.

ChaJut H3: ChaJutA originally developed in 7973 in conjunction with

ehh0/LtA to aclac the Achool minimum to $2, 835. pen. month, which time

Aequenced the eventb that v."outd happen to AI/EC without adequate Achool Aevenue.
We have indicated on thcAe c.haJitA the tijpe oh chaoA that would develop

in a hailing utilitij. The one aA good todaij at> when theij wejie
oAiginulhj p\cAentcd to AeAponAiblc ohhidalA in 1973.

YolUla tAuhj,

ALASKA 1'7LI.AGE ELECTRIC
.COOPERATIVE, 1,"JC.

Hodicn
Geneli Liang eA

LHH/jatj

EncloAUACA
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mlakanuk. *** £l
Angoon
Anvlli .
Ermonak *** e’ 33
Fo/ttu).a dade '
ttolt] &o6& \
Uu&lia
Kaltag - ,°
Kiana, *** e; 37
.Klvatlna.
Kotfufe “
I1Satto
IL- Weeage'n™* 30
flew Stuyaliok
.Uoatah
Uooavik **
Uulato  **
TlthaA "'Point
ShiAvncuizh
Shtuignah
Toglak

Toh&ooli Bag *** 54
Waite

11

67%

018 To.tuf

. 7-1-75

BIA
School
Revoiue

.35,927.52

35,092.23

35,539.79

35,934.50

35,906.10

779,500.74

Revcliue

* . VolJitlal ijcjoa State. School

**  Two State/RB/A -SchoolA

**k*

BIA 6 State/REAA School

tl-Acuoh 6-30-16

$ State
School
Revenue
217 27,000.
36 36,630.
$4 35,487.
20 20,810.
72 35,943,
59 35,739
67 36,6093,
70 36,774,
33 33,420
62 35,332
72 35,693,
6s 35,579
73 27,033,
63 36,925.
59 35,429,
62 76,076.
67 77,474,
32 35,350,
59 35,7217,
70 35,970
49 36,918.

75 10,066.
Z| 34,887.

50 333,306,

Sc/iooé&s.

79

45
07
99

statu SCHOOL I-TLIASES SVfiVEV B/ At/FC

Mcu-Sc7icof

Revenue

*»

42,045.
.65

65,549

6,561.
49,548.
14,100.
25,094.
.70

23.732
75,307

41,651.
21,662.
.32
.12

*73,555
76,427

62,952.
17,425.
.29
.35
.36

7,595.
33,421.
15,362.
.31
.53
10,063.

© 25,033
r-417, 779
'35,334

39,075
20,990

650,106.

*

76

56
44
78
48

59*
89
08

69
06

70
07
75

91

85

Total

Revenu

98.974
702,230
42,048
105,451
* 50,049
60,833
60,475
51,476
776,772
56,994
49,264
57,946
779,920
‘54,350
60,462
723,735
707,309
42, 946
69,
57,333
75,935
66,962
44 .957

7,662,973

e

.07
.10

.63
.66
.01
.60
.98
.52

.35 -

.83
.71
.52
.1.0
.25
4T
.57
.00
.63

148.65

.09
.34
.31
.02

.57



PtetdojitiaZ
CormoActaz
-StAeet Ughtl
BIA. Sdiooé&s
Lt-Z SzIl00-tl
cJicoZi-OtheA
OtheA Pubtie
..BuizdJjigi

OtheA Rzvejuizi

TotaZz

Mfr*vfi/fWMfFfF cwppr.s cm s mMUJR

Von/i

Alle/uujk
Wo.

2221
147

Ib

2771

litPri

37
12.6
.6
79
19
6.3

11.5

100

1, 1=7»

3,977,530.
1,619,413.
73,440.
2,415,117.
1,440,057.
81-5,969.

1,484.249.

12,835,785.

%

100

ASILL

Revenue.

$

813,494.
117,664.
9,180.

1 936,275,

833,307.
177,688.

227.721.

1,875.

3,218.144.~

Average C olt

4/ m<

20.4
13.4
72.5

34.

21.

o~ oo

75.

w

25.1



.-, Presentation to the Federal Regional Council
(e

STATUS OF CONTRACT ARRANGEMENTS BETWEEN REAA's AND AVEC

With the disolution of the State_VOperated 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 tlie 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. V7here AVEC was able to settle

contracts and plans v/ith a single State agency in the past,

they must now negotiate v/ith eight of the twenty-one REAA

boards to cover the same schools that v/cre originally served

by the State Operated System. Additionally, those boards

face the problem of determining v/hat amount of money they

dare commit since their funding is entirely State funds,
approved annualy by the legislature. o

At this time, the State is concerned about developing a -
sound long-range policy on rural electrical pov/er and is

eager to progress with future planning to meet the needs of

villages as well as school districts. While the State docs



not have the legal authority to demand signatures on contracts
between AVEC and the REAA's, nor to contract on their behalf,
it does Tfeel an obligation to assist in all ways possible in

rdsolving what
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norious 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 fuel

\ -and bear the cost of the regular contracted service,
. >
as well. .The expansion of housing in :REAA 56 has
+ greatly affected the dependability of power due

. to extension of water and .sewer systems.
* . * «
REAA 511 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.
1 . However, ..they do not have ah acceptable alternative

to date. ' : N

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

« operating v/ith itsl 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 55 Board v/ould rather buy than produce pov/er, but
insists on improvement 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



flign the contracts. Because they feel that the AVEC

power is basicallly unreliable, they have to keep the

back-up systems running in their schools. (In some
* bases there is a sole source problem.)

REAA 53 did not report last week but are apparently

responding similarly to 54. .



‘'"'AGREEMENT

1. This Contract, entered into on the daij oft *978, -
between the Chatham School district, [RuralTEducation Attendance. /rea
district Eighteen), and Alaska. Village Electric Cooperative, Inc.,
[hereinafter called the "Contractor™). -

* < < . * *, i *e . * <
E[gctlye Vote \ e - % ..

In regatid to present Chatham School district School locations,

Including: . . * . om ., * "
. 7
. - Angoon .
elective July 1, 1976. .. . .

2. WITNESSETH that: .
* . ’ * ' . _’_)r’ * * .
(a) WHEREAS, this is a Contract® for supplying electrical services
min an a/iea tvhere no competition exists and "rates oJie controlled by lam

OK ordinance; and .

(6) WHEREAS, the Contractor has entered into a Coiitsract icith the
Administrator of the Rural Electrification Adm.uitstration, hereinafter,
referred to oa "REA", dated September 25, 196S, No. A-1&73, "and Ac.bAegae.nt
Agrernents, chick provides for a loan from the United StatcA of America,
acting through the REA to finance the coAtA of construction of certaiii
electric generation and distribution systems and related appnrtenanceA,
hereinafter referred to oa "Electric facilities" and

(c.) WHEREt\S, the construction of the Contractor. 3 Electric facilities
iA conditioned upon the ncgoticcion and execution of Contracts in form
and coverage acceptzble to the REA beiiezen the Contractor, and qualified
Cooperative Ncnbcrs, hereinafter referred to oa "Members", and

(rfj WHEREAS, the Chathm School district desires to become a
Member and secure required electric service as neccssajuj for operation
of schools, in the vilCage of Angoon, in u“hieh Contractor operates

electric facilities. * o .

Tage lof5



NOW THEREFORE, Zn c.oniZdcyia.tlon 0$ mutual covenants heaeZn contained,
It Z4a mutually agaeed betvecji the. paitZts heacto as faollom, to act: *

3. .VEFINIT10NS
Wheat uAcd In theA Contaact:- *©

@ Chatham SchoozZ VIAtaict Ahall mean the. Chathm SchooZ VIAtalct,
[Ruaal Education Attendance Aacn VZ.stiZ.ct Eighteen), oa othca aelated
agency, oa any AuboadZnattA oa AucccAAoa agency aespousZbZc i1oa Achool
bpeaatZon Zn the village ofa Angoon and theZa hcliA and aAAlgnA.

[b] Contoactoa AhazzZ wean the Alaska Village EleetiZe Cooperative,
Inc., a CoapoaatZon duly cacat.ed and extstZjig undea the laics of the
State 0% Aloa Ll.

J.  GENERAL

The Contxaeica, at his expenAC, Ahall paovlde the i1aellZticA oa
neeeAAaxy to aell and dcZZvca to the Chatham SehcoZ V-iAtaZet, apd the
Chathm School ViAialct AhaZZ puadiaAe f£aom the Coninactca aZZ U$ the
clcctaic poicca and eneagy ichleh tie Chatham ScJiooZ V-iAtiict way need at

Angoon.
5. REVENUE GUARTITEE

(@ The Chathm SchooZ VZAiaZct ahall rav the CcntxactCLtt*tjiibli®.
eztieCj™Jieicuiidza as mutually.

agaeed™(1) the Aum o0& the amount detexmZned jca each AchooZ pursuant to
latest elective ta"U”™ nate Achcdutc gcncially applicable to othel
AlmZlal consiuntas oa ill) $2,855. pea month, pel location, tchicheveA
JEjtlifLj&a*£2z, lo* The one (D ~rdu”~-JLJsjcLLLLLL"JcrtJtA-
"The one 11) aevenue guaaaatcc AhaZZ be .subfeet to addition cl a -hcl.
CQAt adjustment ""mAdlqinaiaiual Kid n\aprr.n<as ar-"licd to TIZMAZZuT
eonsumeis and ac.r.ula.ied b." the Al.asl:a Public. LItZzZdties Ccmr.LsA.Lon.

[b] The Chatham School Ytstaiet .shall be entitled to any discounts
cuAtomaaZly applicable to payment U$ bills by any cuStomcx d&=the Conhaatoa.

© Invoices &ca payment Ahall be pacpaxzd and AubmZtted to the

location as designated by the Chathm School VZstaiat. All ZnvoZeeA
Ahall contain AtaConcutA o{ the metea acadingA at the beginning and the

Page 2 ofi 5
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eending ... Jit bidding pcAdod, mtdtA conAdandA, comumpdion during dht
bidding Adod, and Midi o.thtA peAddntnd dado, oa may be. Atqudatd do
AubAdanddadt dht bidddngA.

6 BILLING T

(a) Taijmtndi htAtundtA AhaZZ nod bt made in advance o0& ACAvdctA
AcndtAtd. Tht Chatham SthobZ V-U.tu.cd. Aljidl, hcwtvtA, uAt diligence do
cfificad paijtntnd alt LiZZt "oa AcAvdatA AtndtAtd undcA dhJU CendAaed
aidhdn dluA.ii/ (30) dayA fcxom dht date tudi biZZA a/it Atctdvtd.

(b) SLZZa |fax AtAvdct hcjumndt®i AhaZzZ bt paid ad dht o”dtt o& dht

CondAactoA in AnthoAagt, Sdadt of {\Ztuha. . -

® "«

7*m imsmin? .* < . <

Tht Chat ham School VZatided. AhaZZ become a membeA of dht ContxacdoA,
AhazZZ"patj dht mcjr.bzAihdp j(ee of, $5.00 and bt board hij auch AuZtA and
AtguZaddouA ai r,:g &.iom dimt do dimt bt adopted by dht CondAactoA, which
ojlc peAddntnd do dht AuppZy and Atttdpd o0& 4 eAvdct.

S. continuity of service : . -

(@) Tht Cond"Acdoa AhaZZ nit AtaAonabZt diZdgtnct do pAovidt a
conAta,id and r.Urdtuupicd AuppZtj 0$ tZtcduc powtA and tntAgy htAtundtA.
Jf0 dht AupO.1l cJ cZtcdAdt poiotA and tncAgj (sail ca bt ZittAAupded, oa
btccma defective dl*Aougli acd o, God, GovcAnnicndaZ AiUhoAddtj, acdion 0&
dht cZcjr.tndA, public enemy, accident, AdAdhcA, ZaboA dAoubZt, dnabiZZtij
do accuac Adgkt-of-icaj, oa antj odhta cauic bttjond dht AtaionabZc condAoZ
oft dht CondxacdOA, dht CondAacdOA AhaZZ nod bt ZdabZt dhcAtfioAt oa 10A"
damage4 vcauAtd dhtAtbij.

() In dht event dht ZndcAAup.tdon o0& AtAvict dn anij month in
dht maniitl above dc.icA.ibcd and 4a.ee/ Indcviuption i1 f£oa a do-taZ pfidod
in cxccil 0j one dan, dht monthly amount due ContxactcA pa®Uuand do
paAag.Mph 5 (@ (1) ItcAtundtfi AhaZZ bt Atductd in the Aamc pxopoAtdon
04 the pcaiod 0 ¢ dntt"tAupded ACJivdct be.oAi do dht month dn which dht
dndeAAuption occiiXAtd.

(©) JnteA"iuptionA foa pCanncd maintenance oa emt/igtncty AtpaiA
Ahalt bt coordinated with the Chatham SchooZ VUdAict do dht maxdmiun
extent fiealibCt ao ai do minimize dht impact o0& dht outage ofi dht Chadham
School Viidaict optxatioivi.



J«s'

9.  DURATION OF CONTRACT . * e 7 . . m
. i
TfviA AgAc.anc.iit Ahell become, elective ontij upon a“"ppAoval dn writing
by REA and shallncrainin e/".ecd yntiLiaeliiriJ?) I"cars. Hewing the.

Atari o< the j.mZLal billing varied on - L2LS_ At the end o[Audi
twelve 112) year period, the Chatham School DIszic.t Ahall pay the
CondAactoA an amount (hcrednafacn called the ""Facilities ChaAge') .-

computed as hercinafaen pAovlded, unlcAA the Chatham School District
Ahall deed do Aen&o this AgAccmend fan an additional twelve (12) year
pcAdod by giving icrdtien notice thereof do the CondAactoA nod less than
90 dayA befane the end oj the {dud tu"clve (12) vyeaji period. The Facdliddes
ChaAge Ahall be $160,000.00 pen location. *

R - ] .

The Chatham School District, by giving nod less than 90 dayA written
notice do the CondAactoA and payiirg the FacdliticA Charge, Ahall have
the 1ghd do dermlrade this AgAccmcnd ad any dime; provided, howeven,
that d{ Aueh notice Ahall be elective during the additional twelve (12)
yean period, the Facilities ChaAge Ahall be Aeduced by eight and one-
dhind per card (S 1/1%) fan each year oj agavlcc following the cxpinadion

the %iAAd twelve (12) ytaA period.

10. *ACCESS TO SERVICE LOCATIONS . -

[&A The Chatham School District gaantA do the ContnacdoA, face of

any Kendal"oA sir,liar charge, bud Aubjecd do the limitations specified
dn tills Contract, a Aevoeable permit do enter the acavlcc locations fan
any proper purpose under this Cunt®uicd, Including use of Aide oa Altes
agAced upon by mhe parities hereto far the Installations, operation, and
maintenance o\ the faeiliddes 0$ the CondnaetoA. Authorized AcpAcscndatdvcs

the ContracdoA will be allowed accesA do the facilities o0& the Contractcn
and the Chatham School District at suitabC.e diir.es do perfaAii the obligations
o™ the Contractor with Aespeet to Audi facilities. It Is expressly
lindenstood, however, that proper military authority may tumid on Aesdriet
the right o& access heiein gnantcd dn any mannen considered by Audi
authority do be necessary fan the National aecufidy.

@ The ContraetoA Ahall, at lds expense, obtain all nights-ofaway
and caiwjieati ncccSAcory do penmid Id do perfanm under dhiA Contract.

Tage 4 ofi 5



V. alaska public utility comssnm

L] v L] i L]
It 14 thz understanding ofi thz panties that thl6 Agaement 4halt :
4u.bjc.ct to applicable paovlsloas 0% Alaila AdirAjiiitxative Code, Title s
Past 5, Alaska Public UtlliticA ComnlsAlon, ChapteA 48, Practice"and

pAoccduAe, AAticle I, Utility Tcuu.”4, Section 390 PAovislonA o{ Special
Contiact. -

SERVICE AGREEMENT BETWEEN CHATHAM SCHOOL VISTRICT
* (REM VISTRICT 18) R
AM? <
ALASKA VILLAGE ELECTRIC COOPERATIVE, INC.

Approved: Approved:

CHATHAM SCHOOL VISTRICT . ALASKA VILLAGE ELECTRIC COOPERATIVE

ANC.

Title:

Vote:
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Carl hroaiil
Federal notional Council
DATE . ilarch 1S, 1077
trom Carolyn c¢). Guess, Cortiiissicncr sudject: av}.C Cost-of-Service Study

I ap-olo”ice lor ny tardiness in brin”~in”™ you up to date on "Project AVIL.C."

As | stiital. over tiio phono last i.ec.-;, t:;,0 Governor has requested a
suppler/ontai appropriation in the aiount of 5278.30E to fund a cost-of-

servico study of the AWC utility. ibis action vas Laivn bociuso cf the
State’s concern tnat :Ii.o agencies approached tlivou-.-;i t.ie federal f.at'iona]
OKiir.cil wore oititor unable or u:villi::« to crvnit: on a tir.oly basis to

tiie usidinr. ot’ this crucial ;voiect. Tlie fiiveuci.-dL dewrioration of

AMVi.C has continued and ms /Ji.C has been rc.Tcastcd to orant c isrp.ciicy
rato relief to tiio utility. Adecision rc.aardii.r t-iir. rotter is ex-

pected by tiie first of April.

Tho Governor requested tiiat tiio cost-cf-service study he reeicirdnol in
light of tiio Stare boiiy tine solo source of fundi::;” and consequently
tire decision was cade to fund travel by th/e cii-ij..ecri:.r. consultant to
only half cf tho villages. Tnis is not an optil ran situation but tiio
irost financially practicable Lu lip;it of reality.

We would request that tr/e mor.ior. (*20,D00 1 believe) tiio Alaska i'-over
/:\':uiislratiou indicated would be available for thus study bn forli;Co:u:i<;
aid it would 'u tne intent of ts-e /ui.'d v/ith concurrence fro:: v a success-
ful contract bidder hint any federal dollars vidca bocore available
rej)lace ti/e deduction j-adc in on-sitc Ciijincerinp analysis of tire village
generation facilities.

V'c spol.e of the possibility of 1l/e bureau of i.onu ‘'-ana”c-sicnt providing

one of its planes and pilots as an in-i.ir.u ccntribution hv tiio Interior
iXenurti.vaiit. lhe question of tiie liability of tiio federal ;.-ovcri::.out

was discussed and | believe you \ere to check ou whether tiio .'date
of Alesha could purcnaso an insurai.ee policy to preclude federal liability.
Is there any v.ord on this?

Xwill he in contact wit!l; Mr. Guy <lariin, currently tiio Ooixsissior.cr of
Jiiturai iiesou.rccs for the State of Alaska and Iresident Carter’s no:linco
for Assistant becrotury cf Lie Interior fc'r land and hater "esources

to detor/iine if a itolioy decision at. the “ashinyton level would be
beneficial to the proposed in-hind contribution of tie; bepartr.cnt of

. Interior.

nr*l



Carl iirn.Ti
March 13, 1i>77

I'ago 2
Tho accounting responsibilities for tho cost-of-sorvicc study are
estivated to censure 12 ran- v.eciis for S accountants. i’le both agreed

that the agencies affected within the Federal dcr.ioual Council would he
unable to provide in-};ipj contributions of tibs '-.lyr-itu’e. iilovovecr,
any resources tl.at arc available to assist in the area of the rianajje-

ncnt audit of AVLC could bo of itsounsc assistance.

The r.utr:ai;erlejit audit will address the present practice of tho AVIIC
operatic:-, in or.-.or to dotcr.riac whether tho systorts currently used
allow AVIIC to function in ti.c r.ost efficient mnncT. In addition, this

jtirt of the study should address the (-nulity of service that is heir,"”
provided, tiie ways to ir.orove tiie service, and (in cornunciion with t.'se
engineers and accountsits) the cost to hr.irtr substandard service to a
reasonable and reliable level. Cue of the rare important problems which
tide us,.'ect of the study rr.ust address is the ir.pact of load .jrowth or.
existing AYF.C systems ire:11DD housing units, tho upgradi-ng by tlie
Public health bar/ice of existin'.” facilities, the villa.re sorer and
water systcr.s, and tho construction a:-:: additions to scr.ooi buildings.
Examination of ti.e original CFO conditions nlaccd iron 4<|' (mMliich arc
still in effect rust he analysed to detemioc tiio effect of irnosing
self-help constraints or. an. organisation repaired to eravino electric
services. 'ino training cf plant operators at tho Seward ‘-hill Center
should lie evaluated in toms of the s.vills necessary to provide operation

of tiie generation facility in tlie village.

If you believe an appearance by Sue Greene or rysolf at tiio federal
Itegioiial Council April meeting could shako any dollars or in-kird contri-
butions loose, ire would be available to personally update tlie progress

of this project.

CSGnus

«
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f Marvin R. Weatherly
Commissioncr

DANE
January 21, 1977
Ko Caroly_n .S. Guess gnpETi  An Update of tlie 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 AWRC

As of this date, it is my understanding that the Federal Regional
Council has secured for this project $20,000 from the Alaska

Pov.'cr Administration. It appears from conversations v/ith Carl
Brown, staff member assigned to this project, and Dave Daugherty,
staff to tiie Federal Regional Council, that everyone realises

the importance of solving this problem but nobody except the
Alaska Power Administration can find tiie money.

It is my understanding from Mr. Brown that the BIA was approached
and they have said "no dough." | have attached a letter from tiio
acting area director of the BIA which | find quite interesting in
that lie is very supportive of tlie study, asks many questions that
need to be answered, bu& cannot, find any funds for the project.
An ironic note here is tiie second attachment which announces a
$50,000 grant for tlie development of a tannery by the non-profit
arm of the Bering Straits Native Corporation. Although it docs

not say where tho tannery would be located, | am sure a tannery
requires power and it is likely that we could be speaking of an
AVFC village. 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 understanding that EDA lias been approached for me .,y
and there is a question as to what can be provided. I spoke i Ji
Mr. Clyde Courtnagc, the Alaska Director, and lie believed thr
Washington, if the commitment were really made to fund this r >
ject, would find monies within EDA.

It is my understanding that Mr. Brown, who met with Senator Gravel
oji Friday, January 21st, was also to contact IIFW and CSA lo deter-

mine whother thev could find funds for this project. Senator
Gravel probably lias a more recent update oil this than 1.

Our modified request to accomplish the comprehensive cost of
service study is $317,817 of which Alaska will commit one third,
$105,939. We a”e requesting two thirds of the total cost, through
the Federal Regional Council, $211,878.

1 think a continued source of 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 stmly is the fqct that tiie federal government really
has more to lose by a dysfunction or bankruptcy of AVIIC than
Die state. Senator ('.ravel 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 AVIIC villages in facilities which
require reliable power. For instance, HUD has a minimum of
$29,000,000 in these villages, the Bartlett Programs have
$2,000,000, HDA has a minimum of 52,000,000, FAA has plans

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

the water and sewer system investment by the Alaska N tivec
llealt!i Service totals $27,000,000. These figures do not take
into consideration tlie chaos that the village health programs
would undergo if a reliable source of power could note be pro-

vided .

J know that Mike's office, through Rick Ales, is pursuing this
matter. Any additional information that is needed we will pro-
vide. I might add tliat | will he in Kansas City the third week
in February. In the event there would be anything | could do
to effect positive action regarding this subject | could journey
to D.C. on the 17th. As you know, Marv, Alaska has committed

i 1c MMiavo pnrl r>pr a~filirv bps dll'l n/>np cnr. rn nrnvirlp
money. What we need now i5 for the federal government to give
more than lip service to this project.

CSG:dim

Attachments

cc: V-Suc Greene
Jim Hdenso
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Sue Greene
Office of the Governor
date i February 7, 1977
Carolmi S. Guess, Commissioner AVEC Cost-of-Service Study
,KOM ' SUECT, by the APUC

A cost-of-service study of tlie Alaska Village Electric Cooperative, Inc.
(AVEC), service area will include accounting, engineering and a manage-
ment audit. 'Die accounting and engineering work will provide data on

a village-by-villago basis including tlie cost to provide each class of

user (residential, commercial, school, public buildings, sti'cct lights)
v/ith electric service.

Hie management audit will address the present practice of the AVEC
operation in order to determine whether tlie systems currently used
allow AVEC to function in tlie most efficient manner. In addition, this
part of the study should address the quality of service that is being
provided, the ways to improve the service, and (in conjunction with tiie
engineers and accountants) tiie cost to bring substandard service to a
reasonable and reliable level. One of the more important problems which
this aspect of the study must address is tho impact of load growth on
existing AVEC systems from liUD housing units, the- upgrading by the
IAiblic Health Service of existing facilities, tlie village sewer and
water systems, and the construction and additions to school buildings.
Examination of the original OEO conditions placed upon AVEC which arc
still in effect must be analyzed to determine the effect of imposing
self-help constraints on an organization required to provide electric
services. The training of plant operators at the Seward Skill Center

, should be evaluated in terms of tlie skills necessary to provide operation of the
egeneration facility in the village.

Tlie following is an educated estimate of a total cost-of-service study
of AVEC under the direction of the .Alaska Public Utilities Commission
(APUC). A utility financial analyst will lie assigned by the Commission
to coordinate the project and to report directly lo one of the Commis-
sioners. In addition, an APUC engineer specialising in electric
generation will give direction to the engineering aspects of tlie study.
It is assumed that tlie accounting and engineering components of the
AVEC study will be contracted to experienced firms within Alaska. At
the present time it is not known who, other than SCS Boeing, may he
interested in conducting the management audit.

Three staff of the APUC have spent 15 hours going through the data that
is available in the Anchorage headquarters of AVEC. The accounting and
engineering estimates are based on their findings and analysis of the
work necessary to provide tho cost of service by village.

«
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W3RK TO W- PONT; IN ANaiORAGE

Accounting

Tlie end product will provide tlie data on which tlie APUC can determine
just and reasonable rates for the AVIC system. It will also give the
policy makers tiio costs to provide electric sendee by village', by REAA
district, by geographical location and by tlie entire system (and other
groupings if desired).

Of the existing plant in service, two-thirds has not been classified
according to the Uniform System of Accounts (classified as to generation,
transmission, distribution and general categories). A portion of each
classified category must be allocated to each village. A revenue require-
ment for each village cannot be determined until this is done. The
estimate for this part of the study is:

Four accountants at $150* per hour®
$6,000 per week®
$72,000 for 12 weeks

*(1 supervisor at $60 per hour; 1 at $40 per hour and 2
at $25 per hour)

The accounting records of AVEC's operating expenses are kept on a system-
wide basis. In order to determine the revenue requirements of eacli
village, these expenses will have to be broken down and allocated to cacli
village, for rate-making purposes, operating expenses are determined,
normalized for a test-year period, and proforma adjustments arc made when
there arc known and measurable changes. It is assumed that tlie test year
to be used will coincide with tlie interim request for rate relief presently
before tlie Commission (July, 1975-July, 1976). Tlie estimate for this
portion of the study is:

Four accountants at $115* per hour®
$4,600 per week®
$55,200 for 12 weeks

*(1 accountant at $40 per hour; 3 at $25 per hour)
Engineering

Assuming that tlie engineering data at AVEC's headquarters tracks with
the field verification, tho engineers will project the load growth and
determine the demand on each village system of each class of user. 'The
estimate for this part of the study is:

Two engineers at $100* per hour®
$17,600 for 22 days

*($400 daily rate) 1

Rate liesign

Accountants utilizing the test-year data and assumptions made from the
engineering information wi.ll he able to produce rale designs for each
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class of consumer in each village location. Variations of rate designs
will be relatively easy to effect and could give such desired information
as the effect of regionalization on-AVF.C rates, the effect of investment
necessary to produce reasonable quality of service conditions where
problems exist, the effect of recent generation acquisition on tlie cost
to serve. \

Two accountants at $100 per hour®
$800 per day®
$S,000 for 2 weeks
Computer lease/ $4,000 (conservative estimate)
support

$12,000
Management Audit

litis estimate is based on numbers provided by SCS Pxieing after spending a
morning with Mr. Modson, Manager of AVTC, and conferring with APUC staff.

Professional services/officc/$4 40per day for 80 days®$35,200

field

Travel--Seattle/Anchorage® - $'2,760
(11 trips)

Per diem--Ancliorage/40 days $ 1,800

($45 per day)
TOTAL $39,760

WCRK OUTSIDE  ANCHCRAGE

Tlicre must be an analysis of tlie existing village utility plant by the
engineers. Included in the study is travel, to approximately half of the
villages. It is assumed that tlie management audit personnel will ac-
company tlie engineers to a portion of the villages visited.

A sampling of approximately twenty villages wijll be used with one trip
out of Kotzcbuc/Xomc, one out of liethel; one”o'f Dillingham and one out
of Fairbanks. The condition of the utility plant will be determined,
tlie load tested, and tlie accuracy of the existing Anchorage data will be
checked. The estimate that follows is based on very rough figures from
two engineering firms in Anchorage with tlie assumption that a company
plane is used.

Travel--two days in 20 AVEC
villages (includes travel to
and from village) $15,400

Engineering--one engineer
at $400 per day for 40 days $16,000

The assumptions made on the amount of time spent in the villages arc that
(1) optimum weather conditions prevail and (2) the village plant operator
is available during the visit. (Communications by radio-phone is dif-
ficult and even nonexistent in many of these villages.)



Sue Greene
Page 4
2-7-77

Per diem (State rate used--two days per village)

Kotzebue/Nome--5 villages

2 jicoplc x $07 $ 670.00
Bethel--6-7 villages
2 people x $65 910.00
Dillingham--4 villages
2 people x $49 392.00
Fairbanks--3 villages
2 people x $SS 348.00
TOTAL $2,320.00

Summary of Direct Costs of AVEC Study

JAccounting (ratebase) $ 72,000
Accounting (operating expenses

for test year) 55,200

Engineering (Anchorage) 17,600

(field/travel) 31,400

(per diem) 2,320

Rate Design 12,000

<Management Audit 39,760

TOTAL $230,280

In the revised estimate submitted tc the Federal Regional Council,
included were 10£ indirect cost and administration

$23,028
.plus an amountfor contingencies $25,000
TOTAL . ' $278,308

Additionally, included in the proposed estimate to the Federal Regional
Council was a research analyst Il (Range 16A at $1,630 per month). It
would appear that this position would ensure that information of past and
present concerns, problems and frustrations regarding services provided by
AVEC which exist in many agencies (Dept, of Environmental Conservation,
Community and Regional Affairs, etc.) would be an integral part of the
management analysis. An estimate of RAll salary for six months is $9,7S0
plus any benefits which nviy accrue to a temporary position. This position
could be funded by the A'UC within its existing personnel budget.

There is no dollar amount provided in this budget for testimony by tlie
partieipants before the AI'lIC when it determines AVEC's permanent ratc_
request and a now rate design. If the Commission is allowed to transfer
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sone Personnel monies to Contractual .Services and encumber same for Fiscal
'78, it will have the necessary dollars for:

Testimony of two accountants, one

engineer, one management specialist »
@%$400 per day for ten days (this

includes tlie work involved in pre-filing

testimony) $16,000

Transcript of hearing 4,000
(1600 pages at $2.50 per page)

TOTAL $20,000
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Background information.* Supplement to pre-application of tha State of Alaska
for a grant to effect 2 compraholtsive assessment of
the cost of service of che Alaska Village Electric
Cooperative to provide electric power in*46 Alaska
Villages

* in the pre-application 4S villages were included.
The village of Foir.c Hope is r.c longer in the service
area of AVEC and it is expected that Angoon will be
transferred to the Tlingit-Haida RegionalElsetrie
Authority.

WHAT IS THE PROBLEM:

The financial viability of the Alaska Village Electric Cooperative (AVEC), which

currently serves 46 remote villages in Alaska, 1is threatened by theless of revenue
from the State School (REAA) contracts. -
r.=

For fiscal 1976, $833,306.58 in revenues or 26% of the tots] AVF.C revenues of
$3,218,144 were received from the State (REAA) Schools.

If the. State (REAA) Schools refuse to sign long term contracts with AVEC, it is

expected that the Bureau of Indian Affairs Schools will do likewise. Currently
their revenues, $2,425,127 for fiscal 1976, provide 29.1% of the total amount
received by the Cooperative. Together, the revenues from all schools contracts

(including the independent school districts) are 61% of the total revenues of AVEC.
(Exhibit 1).

.THERE 1S 110 OTHER SOURCE OF REVENUE TO OFFSET THE LOSS OF SCHOOL CONTRACT DOLLARS.
WHY HAS THIS HAPPENED?

The last half of the 1960 % were marked with much interest and efferts by the

Johnson Administration in programs to improve the standard of living for the
economically disadvantaged. Vista, Peace Corps and OEO were familiar words on the
front pages of the newspapers. Alaska"s late Senator Bob Bartlett was able to interest
the policy makers in ™meshington to consider electrification of villages in remote
areas of Alaska. Only through electrification, it was argued, could tlie depressed
standard of living of Alaska 3 native peoples I>x raised and the thought of self-

help programs and economic development be entertained.

The cooperation of state and federal agencies gave birth to AVEC in 1968 and then
Governor Michel approved tho venture in March of that year. The Office of Economic
Opportunity agreed to provide grants for operation, tlie U. S. Department of Labor
agreed to provide funds to train the operators of the system, the Rural Mice.triticatlet
Administration agreed to provide ".lie capital necessary for generation and distribution
of power and the bureau of Indian Affairs agreed, as did tho State, of Alaska thrcuivh
the. Alaska Stale Operated School System, to purchase, electricity for their schools* mi

a flat monthly charge.
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~Aciord."ng to those involved at the inception of AVI.C, then* was liLLlcdat? to
determine what it would cost to serve, remote villages with reliable power. An
"educated gueso-timatc" was the best anyone could provide.

The Importance of this project was given national attention when In 1.969 Senator
Edward Kennedy, Vice-President-elect Walter Mondnle and former State. Senator Willie
Hensley travelled to some of the first villages electrified by AVEC. The commitment
to make AVF.C work grew stronger.

However, the revenues AVEC were receiving were not enough to cover their operating
expenses. To cover the deficit, the contract with the State and BIA was increased
from the initial amount of $1200.00 per month, to $2000.00, to $2600.00, until tiie
present contracted amount of $2025.00 per month.

Things were proceeding better. In 1972 AVEC showed a profit Margin for the first
time. Enter the Trans-Alaska Pipeline. Manyof AVEC"s trained village operators
who then end today are being paid $260.00 per month were lured away by jobs that
paid $2000.00 per month. AVEC did not escape the inflationary spiral that hit every
.electric utility in this country nor the oil embargo of 1976 that ser.L the cost of
diesel fuel rising.

In 1971 the Alaska Public Utilities Commission was created v/ith authority to regulate
all private and some public utilities in the State. The initial races and special,
contracts established by AVEC came under a grandfather clause. There was no analysis
of the revenues required to serve, nor the equity of the existing rate structure

Tho 1975 legislature enacted AS 16.03 which repealed the State-Operated Schools

Act and created 1in its place Regional Educational Attendance Areas (K5AA) whose
responsibilities include the delivery of educational services in rural Alaska. The.
REAA"s are governed by Boards of Directors, elected by residents of the affected
villages, and they have autonomous responsibility to expend the educational dollars
allocated to their districts as they see fit. It is good management for these elected
officials to question past expenditures in terms of value received, lienee, the
scrutiny of the cost of purchasing electric power for the schools from AVEC.

Is the flat purchase power agreement in the best inLarests of the REAA"s? Could

the REAA"s produce the electric power required for educational purposes for less
dollars and divert: heretofore allocated utility dollars to educational needs? If
cubsidy 1is necessary for the village resident, 1is this net a community problem,
rather than an educational one? These are the questions that have been and arc being
raised today by the REM boards. And without the data indicating the costs to
deliver electric power in remote Alaska, no one has the answers.

WHAT HAPPENS IF AVEC GOES "BELLY-UP?"

The State and the Federal government will have to take immediate steps to protect

the investment that has been made in these, villages. (Exhibit 2) If a planned, orderly
collapse could lie effected;a tremendous expense would be incurred in order to bring
continuing reliable power to tlie villages to proect the investment already there

ond Lo provide for future power needs.

Realistically, planned collapse rarely happens. Everyone involved would try to save

the existing system. Without tho revenues, these measures would fall short of achieving
the goal and tlie article that appeared in the December 3, 1976 issues of the Anchorage
News (Exhibit 31 wi.il reappear for every village this important Cooperative serves.
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Tiicrc ir, no estimate that can bo given at this time of the expenditure required In
each villaig to secure a safe, reliable power source. AVEC has a S13,231,9T7 invest—
ment in utility plant as of September 197G; these are 19GC-7G dollars. Add a
conservative average inflation factor of 07. — a r./nimum of $15 million dollars would
be required. This docs not include any overhead expense>nor docs it take inLo
consideration expenses Incurred to meet emergency si;uations.

IS THERE A SOLUTION?

The consensus of Alaskan officials who have discussed this problem since March of
this year 1is that the basic cost of servicedata must be determined before any
decisions arc made. A cost of service study 1is aprecursor to the determination of

which class of consumers snail pay what ©percentage of the costsof service. X cost
of service study of AVEC has never been undertaken - if it hadbeen in 1968,
these villages would probably still be in the dark. o o

The state agency charged with the responsibility of establishing just, reasonable
and non-discriminatory rates is the APUC. With proper funding, this agency would
provide the study in question and then render its judgment regarding what revenues
are needed 1in order to maintain a viable utility . |In addition, the APUC must
determine tlie most equitable rate structure for all consumers.

An indpciulent study as proposed in Alaska®s pre-application would give the decision
makers"of the REAA"s the true cost to serve, regardless of who is delivering the
service. If a state subsidy 1is required insome areas in order to make power
available tothe"yillagc resident at a realistic cost, this study would provide that

information.

Alaska believes that it is in the best interest of all agencies with existing and
proposed programs dependent on a reliable power source in those villages to effect
the proposed comprehensive assessment of the cost to provide electric power in
Alaskan villages. This study can r.ot only prevent the financial collapse of AVEC,
hut can serve as a basis for planning for ™"uture electrification programs in other
remote villages. Additionally, this study could provide the foundation for
establishing sound long-range planning for state subsidization policies in rural
electrification as well as enhance joint federal-state investments in the future.
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|, 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 coursa of husiness, 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



COMMITTEE REPORT

SENATE
4/6/77
t if m it Date
Mr. President:
The Committee on Finance has had HB 286
amending FY 7(i appropriation act _ i
under consideration. A majority of the members of the Committee

/, [/ recommends it do pass
/ [/ recommends it donot pass
/ /recommends it dopass withattachedamendment(s)

/ [/ recommends it be replacedwith CSfor and that

CS for do pass

/_/ (and) recommends it be referred to the

committee
/ / reports it back without recommendation
/_/ AND attaches a report of its intent

/ / (other)

MEMBERS SIGNING THE MAJORITY REPORT:

A
ft.ov'l/ DA A I
nVv/ rom il < T~ ftois r m<As. -

/o

yz 1 /1 1 1 IY [In

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:

recommends:

recommends:

Chairman
60



Introduced: 2/28/77
Referred: Finance

1 IN THE HOUSE BY THE FINANCE COMMITTEE
2 HOUSE BILL NO. 286

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act amending the FY 76 General Appropriations Act;

7 and providing for an effective date."

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

9 * Section 1. Section 1, ch. 209, SLA 1975 is amended to read:

10 Section 1. The sum of $553,204,000 [553,564,000] is appropriated
n from the general fund and from the unreserved special accounts in the

v general fund for the period specified, to be apportioned according to

13 the schedules in secs. 16 and 17 of this Act.

M Operating Capital

15 General Fund $518,048,700 [518,408,700] $14,964,700
16 Highway Fuel Tax Account 15,771,200

17 Aviation Fuel Tax Account 3,166,400

18 W atercraft Fuel Tax Account 1,253,000
19 $536,986,300 [537,346,300] $16,217,700

70 * Sec. 2. Section 4. ch. 209, SLA 1975 is amended to read:

7 Sec. 4. The sum of $110,816,000 [111,176,000] is appropriated from
27 federal program receipts estimated to be received for general fund,

33 special fund and bond construction fund programs during the period spe-
A cified, to be apportioned according to the schedules in secs. 16 and 17
35 of this Act.

% Operating Capital

27 $1 .8,375,900 [108,735,900] $2,440,100

2 * Sec. 3. Section 16(a), HEALTH, Medicaid, ch. 209, SLA 1975, is amended

29 to read:

-1- HB 286



Medicaid 12,280,000 [13,000,000] 6,140,000 [6,500,000]
6,140,000 [6,500,000]
* Sec. 4. Sec. 16(a), HEALTH, Category Fund Sources, ch. 209, SLA 1975
is amended to read:

Category Fund Sources

General Fund 26,610,000 [26,970,000]
Federal Program Receipts 8,752,500 [ 9,112,500]
Program Receipts 143,000
Interagency Receipts 1,931,600

Total Funding -- Health 37,437,100 [38,157,100]

* Sec. 5. This Act takes effect immediately in accordance with AS 01,10.

070(c) and is retroactive to July 1, 1975.



MEMORANDUM

TO: Senator John Sackett, Chairman
Senate Finance Committee

FROM: Milt Barker
Fiscal Analyst
Legislative Finance Division

SUBJECT: HB 286

A legislative audit of the Medicaid program revealed
that year-end encumbrances Tfor FY 75 were determined simply
by adding up the remaining balances. As indicated in the
Commissioner®"s response to the audit, a method has been es-
tablished to estimate actual obligations that will be incurred
after year-end. This method was used to estimate FY 76 year-
end encumbrances. However, some statistically invalid reason-
ing that is part of this method again resulted iIn an excessive
encumbrance which has resulted in HB 286 to reduce the original
FY 76 appropriation to the amount required.

In the estimation procedure, a distribution of the
cumulative percentages of bills paid one, two, three, etc.
months after service is determined from a sample of Medicaid
bills. Then the cumulative percentage for number of months
late is increased by an amount determined by statistics to
assure that that percentage will encompass all bills that
are that many months late with a 99% probability. However,
if a bill turns out to be four months Jlate, that means it Iis
not three or five or some other number of months late; thus,
to increase the cumulative percentage for each month 1indepen-
dently of the others double-counts the total percentage
necessary to assure all bills up to, say, 9 months late, are
counted within that total percentage with 99% probability.

In addition, the sample size 1is too small for the cumulative
percentages determined in the Tfirst place to be proper.

The result of this estimation procedure was an encumbrance
of $1,507,000 of FY 76 funds on August 31, 1976. As of
January 31, 1977, when all 1late bills should have been paid,
$860,654 of the encumbrance remained. HB 286 reduces the
FY 76 Medicaid appropriation by $720,000 to soak up the bulk
of this extraneous encumbrance.
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[, 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
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COMMITTEE REPORT

ii-28-77
HOUSE
| !/ / Date
Mr. Speaker:
The Committee on FTNANCR has had N\~ pas
under consideration. A majority of the members of the Committee "

/T7 recommends it do pass
/~7 recommends it do not pass
/ / recommends it do pass withattached amendment(s)

/~7 recommends it be replacedwith CSfor and that

CS for do pass

/ / (and) recommends it be referred to the

committee
/~7 reports it back without recommendation
/~7 AND attaches a report of its intent

/~7 (ether)

MEMBERS SIGNING THE MAJORITY REPORT:

v
MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:

recommends:

recommends:

/
/

M\ falu
Chairman



Introduced: 2/28/77

Referred: Finance
1 H THE HOUSE BY THE FINANCE COMMITTEE
2 HOUSE BILL NO. 286
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 TENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act entitled: "An Act amending the FY 76 General Appropriations Act;
/ and providing for an effective date.'
8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. Section 1, ch. 209, SLA 1975 is amended to read:
10 Section 1. The sum of $553,204,000 [553,564,000] is appropriated
n from the general fund and from the unreserved special accounts in the
12 general fund for the period specified, to be apportioned according to
13 the schedules in secs. 16 and 17 of this Act.
1 Operating Capital
15 General Fund $518,048,700 [518,408,700] $14,964,700
16 Highway Fuel Tax Account 15,771,200
17 Aviation Fuel Tax Account 3,166,400
18 W atercraft Fuel Tax Account 1,253,000
19 $536,986,300 [537,346,300] $16,217,700
20 * Sec. 2. Section 4. ch. 209, SLA 1975 is amended to read:
vl Sec. 4. The sum of $110,816,000 [111,176,000] is appropriated from
»n federal program receipts estimated to be received for general fund,
23 special fund and bond construction fund programs during the period spe-
24 cified, to be apportioned according to the schedules in secs. 16 aiid 17
25 of this Act.
26 Operating Capital
27 $108,375,900 [108,735,900] $2,440,100
28 * Sec. 3. Section 16(a), HEALTH, Medicaid, ch. 209, SLA 1975, is amended
29 to read:
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12 070(c) and

6,140

* Sec.

Medicaid 12,280,000 [13,000,000] 6,140,000 [6,500,000]

,000 [6,500,000]

4. Sec. 16(a), HEALTH, Category Fund Sources, ch. 209, SLA 1975

is amended to read:

* Sec.

HB 286

Category Fund Sources

General Fund 26,610,000 [26,970,000]
Federal Program Receipts 8,752,500 [ 9,112,500]
Program Receipts 143,000
Interagency Receipts 1,931, 600

Total Funding -- Health 37,437,100 [38,157,100]

5. This Act takes effect immediately in accordance with AS 01.10

is retroactive to July 1, 1975.



POUCH Y, STATE CAPITOL
i JUNEAU, ALASKA  998il
April 8, 1977 907 465-3800

MEMORANDUM

TO: Senator John Sackett, Chairman
Senate Finance Committee

FROM: Milt Barker
Fiscal Analyst
Legislative Finance Division

SUBJECT:[ HB 286

A legislative audit of the Medicaid program revealed
that year-end encumbrances for FY 75 were determined simply
by adding up the remaining balances. As indicated in the
Commissioner®s response to the audit, a method has been es-
tablished to estimate actual obligations that will be incurred
after year-end. This method was used to estimate FY 76 year-
end encumbrances. However, some statistically 1invalid reason-
ing that is part of this method again resulted in an excessive
encumbrance which has resulted in HB 286 to reduce the original
FY 76 appropriation to the amount required.

In the estimation procedure, a distribution of the
cumulative percentages of bills paid one, two, three, etc.
months after service is determined from a sample of Medicaid
bills. Then the cumulative percentage for number of months
late is increased by an amount determined by statistics to
assure that that percentage will encompass all bills that
are that many months late with a 99% probability. However,
if a bill turns out to be four months late, that means it 1is
not three or five or some other number of months Jlate; thus,
to increase the cumulative percentage for each month indepen-
dently of the others double-counts the total percentage
necessary to assure all bills up to, say, 9 months late, are
counted within that total percentage with 99% probability.

In addition, the sample size 1is too small for the cumulative
percentages determined in the first place to be proper.

The result of this estimation procedure was an encumbrance
of $1,507,000 of FY 76 funds on August 31, 1976. As of
January 31, 1977, when all late bills should have been paid,
$860,654 of the encumbrance remained. HB 286 reduces the
FY 76 Medicaid appropriation by $720,000 to soak up the bulk
of this extraneous encumbrance.
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Introduced: 2/28/77

Referred: Finance
1IN THE HOUSE BY THE FINANCE COMMITTEE
2 HOUSE BILL NO. 286
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 TENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act entitled: "An Act amending the FY 76 General Appropriations Act;

and providing for an effective date."

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

9 * Section 1. Section 1, ch. 209, SLA 1975 is amended to read:

10 Section 1. The sum of $553,204,000 [553,564,000] is appropriated
u from the general fund and from the unreserved special accounts in the
12 general fund for the period specified, to be apportioned according to
13 the schedules in secs. 16 and 17 of this Act.

M Operating f CaPj-tal

15 General Fund $518,048,700 [518,408,700] $14,964,700
16 Highway Fuel Tax Account 15,771,200

17 Aviation Fuel Tax Account 3,166,400

18 W atercraft Fuel Tax Account n L 1,253,000
19 $536, 986, 3ftQ>£?7m 6j 300] $16,217,700

20 * Sec. 2. Section 4. ch. 209, SLA I~ is amenk”Trt), read:

il Sec. 4. The sum of $110,8168({00 [lllllﬁ’ I\]tik;rwki] is appropriated from

» federal program receipts estimated to~he received for general fund,

23 special fund and bond construction fund pfogPams during the period spe-

2 cified, to be apportioned according to the schedules in secs. 16 and 17

25 of this Act.

2% Operating D fiQ 0 ) Cafital
$108,375,900 [108,735,900] $2,440,100

27
28 ~ Sec. 3. Section 16(a), HEALTH, Medicaid, ch. 209, SLA 1975, is amended

29 to read:
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16

17

2
27
23
2
26

26

28

Medicaid 12,280,000 [13,000,000] 6,140,000 [6,500,000]
) ' (0,ilo00
6,140,000 [>,-5.00,000] ffzc
* Sec. 4. (seat”™L6(a), HEALTH, Category Fund Sources, SLA 1975
is amended to read:
Category Fund Sources
General Fund 26,610,000 [26,970,000]
Federal Program Receipts 8,752,500 [ 9,112,500]
Program Receipts 143,000 7
Interagency Receipts 1,931,600
Total Funding -- Health 37,437,100 [38,157,100" 2
* Sec. 5. This Act takes effect immediately in accordance with AS 01.10.
370(c) and is retroactive to July 1, 1975,
- &/\L Mdj LW *ENIHAs
A HtdiCdie/ &k " ' /
2, Scz.,"k N - h
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|, 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
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“\r: _Act Aitthorir.tnf? the division of tourism to maltft matching jxran"t7 to Pronto
ionvcntiohs and incentive travel.”

COMMITTEE REPORT

i [y
HOUSE
{*d/ . / J Date
Mr. Speaker:
The Committee on i INANCE has had e i
under consideration. A majority of the members of the Committee

H 60

f~7 recommends it do pass
/J recommends 1t donot pass
/~7 recommends 1t do pass withattached amendment(s)

/~7 recommends it be replacedwith CSfor

CS for do pass

/_/ (and) recommends it be referred to the

and that

committee
/~~7 reports it back without recommendation
fj AND attaches a report of its intent

/“7 (other)

MEMBERS SIGNING THE MAJORITY REPORT:

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends: _ C -cC.
ol recommends:
recommends:
Chairman
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Introduced: 3/1/77
Referred: Finance

N THE HOUSE BY DUNCAN

HOUSE BILL NO. 288

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - FIRST SESSION
A BILL
or an Act entitled: "An Act authorizing the division of tourism to make

E IT

*

matching grants to promote conventions and incentive

travel."

ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Section 1. AS 44.33 is amended by adding a new section to read:

Sec. 44.33.145. GRANTS FOR PROMOTING CONVENTIONS AND INCENTIVE
TRAVEL. (a) A nonprofit organization funded in whole or in part by a
municipality to promote conventions in or incentive travel to Alaska is

eligible to receive matching money for use in promoting conventions and
incentive travel. Upon application to and approval by the director of
the division of tourism, funds shall be granted as a 50 per cent match-
ing grant.

(b) For the purposes of (a) of this section, "incentive travel"”
means travel undertaken by a group of persons into Alaska which s
funded in whole or in part by a firm which provides the trip as a bonus

or reward for performance on the part of either the firm's employees or

its customers.

1 HB 288



THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

. REQUEST
Bill/Resolution No. HB 288
Title matching grants for convcnlLions and incentive travel
Requested bv House Finance Date

Il. FISCAL DETAIL
Acency Affected Commerce & Economic DeveT.oprr.ent

Program Category Affected Development
Budget Request Unit(s) Affected Division of Tourism

EXPENDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80

ion PERSONAL SERVICES 0 0 0
700 TRAVEL 0 0 0
300 CONTRACTUAL 0 0 0
400  COMMODITIES 6 0 8
500 EOTWPMENT 0
600 LAND A- STRUCTURES 0 0 0
700 GRANTS. CLAINS. ETC, 200.0 200.0  200.0
TOTAL
FUNDING  (Thousands of Dollars)
GENERAL FUND 200.0 200.0 200.0
FEDERAL FUNDS 0 0 0
OTHER (Snecifv) 0 0 0
POSITIONS
FULL TIME 0 0 0
PART TIME 0 0 0
TEMPORARY 0 0 0
. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
IV. DATE March 3, 1977 PREPARED BY Te_rr_y _L. Hiller _
AGENCY Division of Tourism
Original: Legislative Finance PHONE 465-2005
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33 -001 (Rev. 10/76)

3/1/177

FYy 81

ololololole]

200.0

200.0

o o

[eNe N

FYy 82

OOOOOO

200.0

200.0

o o

O oo



Introduced: 3/1/77
Referred: Finance

1 IN THE HOUSE BY DUNCAN
2 HOUSE BILL NO. 288

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act authorizing the division of tourism to make
/ matching grants to promote conventions and incentive
8 travel."

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

10 * Section 1. AS 44.33 is amended by adding a new section to read:

| Sec. 44.33.145. GRANTS FOR PROMOTING CONVENTIONS AND INCENTIVE

12 TRAVEL. (a) A nonprofit organization funded in whole or in part by a

13 municipality to promote conventions in or incentive travel to Alaska is

14 eligible to receive matching money for use in promoting conventions and

1D incentive travel. Upon application to and approval bv the director of
the division of tourism, funds shall be granted as a 50 per cent match-

N ing grant.

IH (b) For the purposes of (a) of this section, "incentive travel"

19 means travel undertaken by a group of persons into Alaska which is

Z) funded in whole or in part by a firm which provides the trip as a bonus

il or reward for performance on the part of eithar the firm's employees or

2 its customers.

23

24

D

26

27

28

29
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100
700
300
400
500
600
700

THE LEGISLATURE ()!* IliE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No. HB 288
Title matching grants for conventions and incentive travel

Requested bv House Finance Date_

FISCAL DETAIL
Agency Affected Commerce & Economic Development

Program Cat gory Affected Development
Budget Request Unit(s) Affected D ivision of Tourism

EXPENDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
COMMODITIES
EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS. ETIC. 200.0 200.0 200.0

OO0 OO OO
OO OO OO0o
oNeolNoNoNole]

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND 200.0 200.0 200.0

FEDERAL FUNDS 0 0 0

OTHER (Soecifv) 0 0 0
POSITIONS

FULL TIME 0 0 0

PART TIME 0 0 0

TEMPORARY 0 0 0

ANALYSIS (See Fiscal Note Preparation Instructions, Section Il)

IV. DATE March 3, 1977 PREPARED BY Terry L. Miller
AGENCY Division of Tourism
Original: Legislative Finance PHONE 465-2005

CC

Budget aiid Management
Prime Sponsor (First Legislator Named)

33 -001 (Rev. 10/76)

371777

FY 8 FY 82
0 0
0 0
0 0
0 0
0 0
0 0

200.0 200.0

200.0 200.0
0 0
0 0
0 0
0 0
0 0
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CERTIFICATION

|, 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.
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Mr.

The Committee on

under consideration.

/_

/

/_

/_

[~1

/

/

/

/

/

COMMITTEE REPORT

SENATE

President

promote eorv/cntions and incentive trave?.

recommends it do pass
recommends it do not pass

recommends it do pass withattached amendment(s)

has had

A majority of the members of the Committee

Date

and that

recommends it be replacedwith CSfor
CS for do pass
(and) recommends it be referred to the
committee
reports it back without recommendation
AND attaches a report of its intent

(other) ( 17, - <

MEMBERS SIGNING THE MAJORITY REPORT:

V/ ™ [/ *¥A " i e // t |
/ /] fe 1-- &/ de-.
J <
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MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:

recommends:

recommends:

Chairman
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Introduced: 3/1/77

Referred: Finance
1 N THE HOUSE BY DUNCAN
2 HOUSE BILL NO. 288
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 TENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 or an Act entitled: "An Act authorizing the division of tourism to make
7 matching grants to promote conventions and incentive
8 travel."

9 E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 44.33 is amended by adding a new section to read:

It Sec. 44.33.145. GRANTS FOR PROMOTING CONVENTIONS AND INCENTIVE

© TRAVEL. (a) A nonprofit organization funded in whole or in part by a
13 municipality to promote conventions in or incentive travel to Alaska is
14 eligible to receive matching money for use in promoting conventions and
10 incentive travel. Upon application to and approval by the director of
10 the division of tourism, funds shall be granted as a 50 per cent match-
v ing grant.

18 (b) For the purposes of (a) of this section, "incentive travel"
19 means travel undertaken by a group of persons into Alaska which is

20 funded in whole or in part by a firm which provides the trip as a bonus
vl or reward for performance on the part of either the firm's employees or
W2) its customers.

23

24

Yl

)

27

28

29
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e Program Category Affected Development

THE LEGIST. ATI IRE Oh THE STATE OP ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST
Bill/Resolution No. HB 283

Title matching grants for com/ontions ancl incentive travel
Requested bv House Finance Date

FISCAL DETAIL
Aeency Affected Commerce & Economic Development

Budget Request Unit(s) Affected Division of Tourism

EXPENDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80
inn PERSONAL SERVICES 0 0 0
700  TRAVF.I 0 0 0
300 CONTRACTUAL 0 0 0
400 COMMOIMTIFS 0 0 0
$00 FOUIPMENT 0 0 0
600 LAND CiSTRUCTURES 0 0 0
700 GRANTS. CLAINS. EJC___ 2000 200.0 200.0
TOTAL
FUNDING (Thousands of Dollars)
GENERAL FUND 200.0 200.0 200.0
FEDERAL FUNDS 0 0 0
OTHER (Specify) 0 0 0
POSITIONS
FULL TIME 0 0 0
PART TIME 0 0 0
TEMPORARY L) 0 0

ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

IV. DATE Hnrch 3, 1977 PREPARED BY Terry T. Miller__
AGENCY THvision of Tourism
Origin::]: Legislative Finance PHONE >i65-2005' "

Cc:

Budget and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/76)

3/71/7?

FY si FY 82
0 0
0 U
0 0
0 0
0 0
0" 0

200.0 200.0

200.0 200.0
0 0
0 0
0 0
0 0
0 0
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"An Act making a special appropriation for the purpose of transplanting
caribou from Cold Bay to Nagai Island; effective date.”

COMMITTEE REPORT

HOUSE

3/11/77
Date

Mr. Speaker:
The Committee on FINANCE has had hb 289
under consideration. A majority of the members of the Committee
rj recommends it do pass
/ 7/ recommends it donot pass
/ 7/ recommends it do pass withattachedamendment(s)
/~7 recommends it be replacedwith CSfor and that

CS for do pass

/ / (and) recommends it be referred to the

committee
/V reports i1t back without recommendation
/~7 AND attaches a report of its intent

/~7 (other)

MEMBERS SIGNING THE MAJORITY REPORT:

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:

recommends:

recommends:

Chairman



oy

"An Act makihg a special appropriation for the purpose of transplanting
caribou from Cold Bay to Nagai Island; eff. date."”

3-1-77

Mr. Speaker:

The Committee on

under consideration.

pT7 recommends it
/~7 recommends it
/ 7/ recommends it
/~7 recommends it

CS for

COMMITTEE REPORT

FINANCE
HOUSE
Date

RESOURCES has had 289

A majority of the members of the Committee
do pass
do not pass
do pass withattached amendment(s)
be replacedwith CSfor and that

do pass

/ / (and) recommends it be referred to the

committee

/~7 reports it back without recommendation

/~7 AND attaches a report of its intent

/~7 (other)

MEMBERS SIGNING THJHMAJORITY REPORT

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:
recommends:
recommends:
lairman



Introduced: 3/1/77
Referred: Resources and
Finance

IN THE HOUSE BY OSTERBACK
HOUSE BILL HO. 289
IN TEE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act making aspecial appropriation for the purpose

of transplanting caribou from Cold Bay to Nagai Island;

and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Tha sum of $28,660 is appropriated from the general fund to
the Department of Fish and Game for the purpose of transplanting 40 caribou
from Cold Bay to Nagai Island.

* Sec. 2. The unexpended and unobligated portion of this appropriation
lapses into the general fund June 30, 1978.

* Sec. 3. This Act takes effect July 1, 1977.

#  COMMITTEE COPY -I- H) 28



HISTORY IN THE SENATE HISTORY IN THE HOUSE

19 Read first time and referred 19 Received from Senate
to Committee on

Concurred inSenate amendment

Reported back with thus adopting:

recommendation that

Failed to concur in Senate amend —
ment; asked Sen. to recede

Read second time and Senate receded from amendment

Senate failed to recede from
amendment

FCC appointed by House

) ) FCC appointed by Senate
Read third time and

FCC adopted

To enrolling

PASS Effective Date
Yeas Yeas
Nays Nays Reported correctly enrolled
Absent Absent
Excused Excused
Reconsideration Sent to Governor
PASS Effective E"ate
Yeas Yens
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by President
Returned to House

Filed with Lt. Governor

SECRETARY OF THE SENATE ChapterNo...............
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Introduced: 3/1/77
Referred: Resources and
Finance

iN THE HOUSE BY OSTERBACK
HOUSE BILL NO. 289
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
A BILL

‘or an Act entitled: "An Act making a special appropriation for the purpose
of transplanting caribou from Cold Bay to Nagai Island;
and providing for an effective date."”

IE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $28,660 is appropriated from the general fund to

:he Department of Fish and Game for the purpose of transplanting 40 caribou

:rom Cold Bay to Nagai Island.

* Sec. 2. The unex; 'nded and unobligated portion of this appropriation

.apses into the general fund June 30, 1978.

* Sec. 3. This Act takes effect July 1, 1977



X*
M EMORANDU =

2 March 1977
T0: House Resources Committee

FROM: Alvin Osterback, Chairman /] A
House Resources Committee "/

SUBJECT: I1IB 289 Caribou Transplant

During the Ninth Alaska State Legislature, SCSHCR 93 passed,
requesting Caribou transplant. This bill is the appropriation
for SCSHCR 93.

Upon receiving the first estimate for $98,420 | met with

Bob Rausch, Director of the Game Division. I expressed

my concern over the high cost. Mr. Rausch agreed to work

up a new estimate, operating out of Cold Bay and catching

the animals in Stepovak Bay. As you can see, the new estimate
for transplanting 40 caribou would be $28,660.



February 18, 1977 ,

The Honorable Alvin Osferback, Chairman®- = ™.:" . .

House Resources Committaa. Jv, v 7:Q well V

Pouch:.?::e 0S-SS#; & hYt-v*r, .,YhY. :.Y:r;:.Y,

Juneau.* Alaska '®99311 o/ _S"Ji&sp& t-v" V: o VT Voemgtey >
v, V- . - mejV e .

.Dear Jvepfesentativa Ostefback;v [ . YA iVvrvV -V-YI:1 >

Ily etaff has prepared the requested cost estimate for transporting
40 caribou fron the Alaska Peninsula to Nagai Island, using Cold Bry as
the baaa of operations*: .-.The estimate sioliovs We —co

SR e e Ve R 4x v VAR Y ey e 4 Fee \
Caribou Transplants {m=g AT —e M =Y P,
e VE Oy eees - B
40 Caribou to Nagai - from Cold Bay : - g e
>
Helicopter @ $325 X 5"hco par day..* .$1,625/day : Ve
X 7 days I-.ellcopter tima = - -F $11,375: ,-
Coosa 3-hr-.round trip X 7 trips C$720 & S*ee e« 5,040 .
(perhaps les« if wa "can catch caribou in *_ 17~ r.e ° “mm
KtepO Zak Bay) ST - .o
P.ooni and board chopper pilot, $55 X.10 days * 550
Fuel at Cold Bay, 945 gal* at *40/gal, <« 45"
per diem 3 biologists for 10 days =I : n 1,650
Tr*maportatior* of staff » .. mme - . 700 -
Drugs c.equipment N eess\f 3 5,000
- Vit Ch ;= M $24//68
IT helicopters are 17t available-locally, -
ferry time from Anoh* to-Cold Bay and return - 3,900
$28 _Af.0
anis (. dos-jioi: Ii.n.rlnuperyouuul no z<which the diyis iuvn :/iii
absorb. e o “ ) ¢ *
Sincerely, . - * “

Jlobect A. Jiausch
Director
Division of Game



February 7, 1977

r

The Honorable Alvin Osterbaclc, Chairman
House Resource Committee

Pouch V

Juneau, Alaska. 99811

Dear Representative Osterbaclc:
Re: Caribou transplants as requested in SCSHCR 93.

My staff has completed preliminary surveys and estimates preparatory to
inaugurating the transplants requested in SCSHCR 93. If the attached
plans are satisfactory, specific authorization is required in order to
implement the activity. Because the thrust of the activity will primarily
result in production of food animals, rather than recreation, it would
seem appropriate to fund the activity from the general fund rather than
from the dedicated Fish and Game Fund which is comprised of hunting and
sport fishing license and tag receipts.

Agreements with the appropriate Native Corporations have not been
einitiated. This requirement will await fiscal authorization of tlie
activity. If you desire further assistance or information please
contact me.

Sincerely,



176 Cf txo'y”

Estimated Cost of Aleutian Island Caribou Transplant

Helicopter

l'erry Time 12 hours $325/hr. ~ $ 3,900
Day O peration 5 hours $325/hr. = $ 1,623
6 caribou/day for a total of 40caribou/sito. 7 days = $11,375
3 release sites - 21 days flying $34,125
Fuel 27 gal./hr.-5 hr./day - 135 gal/day x 21 -2835gal x $1 $ 2,835
Pilot Room & Board 21 days $55/day = 1,155
Total Helicopter “ $42,015
Goose - $240/hr. viet
s
Ferry Time - variable, depends on location $ 1,000
Kagi - 300 ini. round trip - 3 hr./trip, 7trips $ 5,040
Maitan - 720 mi. round trip - 7 hr./trip, 7 trips $11,760
Unalaska - 800 mi. round trip -8 hr./trip, 7 trips $13,440

Pilot Room A Board
Total Goose $31,240

180 Cessna Reconnaissance of Islands $ 3,000

3 Biologists

21 days room f< Board 0 $55/dny -$1,155/biologist $ 3,465
Transportation $
Salary $ 6,000
Drugs and Equipment $10,000
TCTAn vos_j4z2:l
4w
>t (S'S
J

4n%u&-{ u
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