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S u e  G r e e n e
O f f i c e  o f  t h e  G o v e r n o r

C a r o l y n  S .  G u e s s ,  C o m m i s s i o n e r

d a t e  :  F e b r u a r y  7 ,  1 9 7 7

S U B J E C T :
A V E C  C o s t - o f - S e r v i c e  S t u d y  

b y  t h e  A P U C

A  c o s t - o f - s e r v i c e  s t u d y  o f  t h e  A l a s k a  V i l l a g e  E l e c t r i c  C o o p e r a t i v e .  I n c .
( A V E C ) ,  s e r v i c e  a r e a  w i l l  i n c l u d e  a c c o u n t i n g ,  e n g i n e e r i n g  a n d  a  m a n a g e ­

m e n t  a u d i t .  T h e  a c c o u n t i n g  a n d  e n g i n e e r i n g  w o i k  w i l l  p r o v i d e  d a t a  0 1 1  
a  v i l l a g e - b y - v i l l a g e  b a s i s  i n c l u d i n g  t l i e  c o s t  t o  p r o v i d e  e a c h  c l a s s  o f  
u s e r  ( r e s i d e n t i a l ,  c o m m e r c i a l ,  s c h o o l ,  p u b l i c  b u i l d i n g s ,  s t r e e t  l i g h t s )  

w i t h  e l e c t r i c  s e r v i c e .

T h e  m a n a g e m e n t  a u d i t  w i l l  a d d r e s s  t l i e  p r e s e n t  p r a c t i c e  o f  t h e  A V E C  
o p e r a t i o n  i n  o r d e r  t o  d e t e r m i n e  w h e t h e r  t h e  s y s t e m s  c u r r e n t l y  u s e d  

a l l o w  A V E C  t o  f u n c t i o n  i n  t h e  m o s t  e f f i c i e n t  m a n n e r .  I n  a d d i t i o n ,  t h i s  
p a r t  o f  t h e  s t u d y  s h o u l d  a d d r e s s  t h e  q u a l i t y  o f  s e r v i c e  t h a t  i s  b e i n g  
p r o v i d e d ,  t l i e  w a y s  t o  i m p r o v e  t h e  s e r v i c e ,  a n d  ( i n  c o n j u n c t i o n  w i t h  t i i e  
e n g i n e e r s  a n d  a c c o u n t a n t s )  t l i e  c o s t  t o  b r i n g  s u b s t a n d a r d  s e r v i c e  t o  a  
r e a s o n a b l e  a n d  r e l i a b l e  l e v e l .  O n e  o f  t h e  m o r e  i m p o r t a n t  p r o b l e m s  w h i c h  
t h i s  a s p e c t  o f  t h e  s t u d y  m u s t  a d d r e s s  i : .  t h e  i m p a c t  o f  l o a d  g r o w t h  o n  

e x i s t i n g  A V E C  s y s t e m s  f r o m  H U D  h o u s i n g  u n i t s ,  t l i e  u p g r a d i n g  b y  t h e  

P u b l i c  H e a l t h  S e r v i c e  o f  e x i s t i n g  f a c i l i t i e s ,  t h e  v i l l a g e  s e w e r  a n d  
w a t e r  s y s t e m s ,  a n d  t h e  c o n s t r u c t i o n  a n d  a d d i t i o n s  t o  s c h o o l  b u i l d i n g s .  
E x a m i n a t i o n  o f  t i i e  o r i g i n a l  O E O  c o n d i t i o n s  p l a c e d  u p o n  A V E C  w h i c h  a r e  

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

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

g e n e r a t i o n  f a c i l i t y  i n  t h e  v i l l a g e .

T h e  f o l l o w i n g  i s  a n  e d u c a t e d  e s t i m a t e  o f  a  t o t a l  c o s t - o f - s e r v i c e  s t u d y  

o f  A V E C  u n d e r  t h e  d i r e c t i o n  o f  t l i e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  
( A P U C ) .  A  u t i l i t y  f i n a n c i a l  a n a l y s t  w i l l  b e  a s s i g n e d  b y  t h o  C o m m i s s i o n  

t o  c o o r d i n a t e  t h e  p r o j e c t  a n d  t o  r e p o r t  d i r e c t l y  t o  o n e  o f  t h e  C o m m i s ­

s i o n e r s .  I n  a d d i t i o n ,  a n  A P U C  e n g i n e e r  s p e c i a l i z i n g  i n  e l e c t r i c  
g e n e r a t i o n  w i l l  g i v e  d i r e c t i o n  t o  t l i e  e n g i n e e r i n g  a s p e c t s  o f  t h e  s t u d y .

I t  i s  a s s u m e d  t h a t  t h e  a c c o u n t i n g  a n d  e n g i n e e r i n g  c o m p o n e n t s  o f  t h e  
A V E C  s t u d y  w i l l  b e  c o n t r a c t e d  t o  e x p e r i e n c e d  f i r m s  w i t h i n  A l a s k a .  A t  

t h e  p r e s e n t  t i m e  i t  i s  n o t  k n o w n  w h o ,  o t h e r  t h a n  S C S  B o e i n g ,  m a y  b e  
i n t e r e s t e d  i n  c o n d u c t i n g  t h e  m a n a g e m e n t  a u d i t .

T l i r c c  s t a f f  o f  t h e  A P U C  h a v e  s p e n t  1 5  h o u r s  g o i n g  t h r o u g h  t h e  d a t a  t h a t  

i s  a v a i l a b l e  i n  t h e  A n c h o r a g e  h e a d q u a r t e r s  o f  A V E C .  T h e  a c c o u n t i n g  a n d  
e n g i n e e r i n g  e s t i m a t e s  a r c  b a s e d  0 1 1  t h e i r  f i n d i n g s  a n d  a n a l y s i s  o f  t l i e  
w o r k  n e c e s s a r y  t o  p r o v i d e  t h e  c o s t  o f  s e r v i c e  b y  v i l l a g e .
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WORK T O  W  D ON E  I N  A NC H OR AG E

A c c o u n t i n g

T l i e  e n d  p r o d u c t  w i l l  p r o v i d e  t h e  d a t a  o n  w h i c h  t h e  A P U C  c a n  d e t e r m i n e  

j u s t  a n d  r e a s o n a b l e  r a t e s  f o r  t h e  A V E C  s y s t e m .  I t  w i l l  a l s o  g i v e  t h e  
p o l i c y  m a k e r s  t l i e  c o s t s  t o  p r o v i d e  e l e c t r i c  s e r v i c e  b y  v i l l a g e ' ,  b y  R E A A  

d i s t r i c t ,  b y  g e o g r a p h i c a l  l o c a t i o n  a n d  b y  t h e  e n t i r e  s y s t e m  ( a n d  o t h e r  

g r o u p i n g s  i f  d e s i r e d ) .

O f  t h e  e x i s t i n g  p l a n t  i n  s e r v i c e ,  t w o - t h i r d s  h a s  n o t  b e e n  c l a s s i f i e d  

a c c o r d i n g  t o  t h e  U n i f o r m  S y s t e m  o f  A c c o u n t s  ( c l a s s i f i e d  a s  t o  g e n e r a t i o n ,  

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

m e n t  f o r  e a c h  v i l l a g e  c a n n o t  b e  d e t e r m i n e d  u n t i l  t h i s  i s  d o n e .  T h e  

e s t i m a t e  f o r  t h i s  p a r t  o f  t h e  s t u d y  i s :

F o u r  a c c o u n t a n t s  a t  $ 1 5 0 *  p e r  h o u r =

$ 6 , 0 0 0  p e r  w e e k =
$ 7 2 , 0 0 0  f o r  1 2  w e e k s

* ( 1  s u p e r v i s o r  a t  $ 6 0  p e r  h o u r ;  1  a t  $ 4 0  p e r  h o u r  a n d  2  
a t  $ 2 5  p e r  h o u r )

H i e  a c c o u n t i n g  r e c o r d s  o f  A V E C ' s  o p e r a t i n g  e x p e n s e s  a r e  k e p t  o n  a  s y s t e m -  

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

v i l l a g e .  F o r  r a t e - m a k i n g  p u r p o s e s ,  o p e r a t i n g  e x p e n s e s  a r c  d e t e r m i n e d ,  

n o r m a l i z e d  f o r  a  t e s t - y e a r  p e r i o d ,  a n d  p r o f o r m a  a d j u s t m e n t s  a r c  m a d e  w h e n  

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

b e f o r e  t l i e  C o m m i s s i o n  ( J u l y ,  1 9 7 5 - J u l y ,  1 9 7 6 ) .  T l i e  e s t i m a t e  f o r  t h i s  

p o r t i o n  o f  t l i e  s t u d y  i s :

F o u r  a c c o u n t a n t s  a t  $ 1 1 5 *  p e r  h o u r =

$ 4  , 6 0 0  p e r  w e c k =
$ 5 5 , 2 0 0  f o r  1 2  w e e k s

* ( 1  a c c o u n t a n t  a t  $ 4 0  p e r  h o u r ;  3  a t  $ 2 5  p e r  h o u r )

E n g i n e e r i n g

A s s u m i n g  t h a t  t h e  e n g i n e e r i n g  d a t a  a t  A V E C ' s  h e a d q u a r t e r s  t r a c k s  w i t h  
t h e  f i e l d  v e r i f i c a t i o n ,  t h e  e n g i n e e r s  w i l l  p r o j e c t  t h e  l o a d  g r o w t h  a n d  
d e t e r m i n e  t h e  d e m a n d  o n  e a c h  v i l l a g e  s y s t e m  o f  e a c h  c l a s s  o f  u s e r .  T h e  
e s t i m a t e  f o r  t h i s  p a r t  o f  t h e  s t u d y  i s :

T w o  e n g i n e e r s  a t  $ 1 0 0 *  p e r  h o u r =
$ 1 7 , 6 0 0  f o r  2 2  d a y s

* ( $ 4 0 0  d a i l y  r a t e )

R ate  D e s i g n

A c c o u n t a n t s  u t i l i z i n g  t h o  t e s t - y e a r  d a t a  a n d  a s s u m p t i o n s  m a d e  f r o m  t h e  

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

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

a s  t l i e  e f f e c t  o f  r e g i o n a l i z a t i o n  o n - A V E C  r a t e s ,  t h e  e f f e c t  o f  i n v e s t m e n t  

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

t o  s e r v e .
v

T w o  a c c o u n t a n t s  a t  $ 1 0 0  p e r  h o u r =

$ 8 0 0  p e r  d a y =
$ 8 , 0 1 0  f o r  2  w e e k s  

C o m p u t e r  l e a s e /  $ 4 , 0 0 0  ( c o n s e r v a t i v e  e s t i m a t e )  

s u p p o r t  ________________

$ 1 2 , 0 0 0

M a n a g e m e n t  A u d i t

T h i s  e s t i m a t e  i s  b a s e d  o n  n u m b e r s  p r o v i d e d  b y  S C S  B o e i n g  a f t e r  s p e n d i n g  a  

m o r n i n g  w i t h  M r .  H o d s o n ,  M a n a g e r  o f  A V E C ,  a n d  c o n f e r r i n g  w i t h  A P U C  s t a f f .

P r o f e s s i o n a l  s e r v i c e s / o f f i c e / $ 4 4 0 p e r  d a y  f o r  8 0  d a y s = $ 3 5 , 2 0 0  

f i e l d

T r a v e l - - S e a t t l e / A n c h o r a g e ®  $  2 , 7 6 0
( 1 3 .  t r i p s )

P e r  d i e m - - A n c h o r a g e / 4 0  d a y s  $  1 , J 0 0

( $ 4 5  p e r  d a y )
T O T A L  $ 3 9 , 7 6 0

W O R K  O U T S I D E  A N C H O R A G E

T h e r e  m u s t  b e  a n  a n a l y s i s  o f  t h e  e x i s t i n g  v i l l a g e  u t i l i t y  p l a n t  b y  t h e  

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

A  s a m p l i n g  o f  a p p r o x i m a t e l y  t w e n t y  v i l l a g e s  w i j l l  b e  u s e d  w i t h  o n e  t r i p  
o u t  o f  K o t z e b u e / . \ ro m c ,  o n e  o u t  o f  B e t h e l ;  o n c ^ ' o f  D i l l i n g h a m  a n d  o n e  o u t  
o f  F a i r b a n k s .  T l i e  c o n d i t i o n  o f  t h e  u t i l i t y  p l a n t  w i l l  b e  d e t e r m i n e d ,  

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

T r a v e l - - t w o  d a y s  i n  2 0  A V E C
v i l l a g e s  ( i n c l u d e s  t r a v e l  t o

a n d  f r o m  v i l l a g e )  $ 1 5 , 4 0 0

E n g i n e e r i n g - - o n e  e n g i n e e r
a t  $ 4 0 0  p e r  d a y  f o r  4 0  d a y s  $ 1 6 , 0 0 0

T h e  a s s u m p t i o n s  m a d e  o n  t h e  a m o u n t  o f  t i m e  s p e n t  i n  t h e  v i l l a g e s  a r c  t h a t  
( 1 )  o p t i m u m  w e a t h e r  c o n d i t i o n s  p r e v a i l  a n d  ( 2 )  t h e  v i l l a g e  p l a n t  o p e r a t o r  

i s  a v a i l a b l e  d u r i n g  t h e  v i s i t .  ( C o m m u n i c a t i o n s  b y  r a d i o - p h o n e  i s  d i f ­

f i c u l t  a n d  e v e n  n o n e x i s t e n t  i n  m a n y  o f  t h o s e  v i l l a g e s . )
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P e r  d i e m  ( S t a t e  r a t e  u s e d - - t w o  d a y s  p e r  v i l l a g e )

K o t z e b u e / X o m e - - 5  v i l l a g e s
2  p e o p l e  x  $ 6 7  $  6 7 0 . 0 0

B e t h e l - - 6 - 7  v i l l a g e s  
2  p e o p l e  x  $ 6 5  9 1 0 . 0 0

D i l l i n g h a m - - 4  v i l l a g e s
2  p e o p l e  x  $ 4 9  3 9 2 . 0 0

F a i r b a n k s - - 3  v i l l a g e s
2  p e o p l e  x  $ 5 S  3 4 8 . 0 0

T O T A L  $ 2 , 3 2 0 . 0 0

S u m m a r y  o f  D i r e c t  C o s t s  o f  A V E C  S t u d y

A c c o u n t i n g  ( r a t e  b a s e ) $  7 2 , 0 0 0

A c c o u n t i n g  ( o p e r a t i n g  e x p e n s e s
f o r  t e s t  y e a r ) 5 5 , 2 0 0

E n g i n e e r i n g  ( A n c h o r a g e ) 1 7 , 6 0 0

( f i e l d / t r a v e l ) 3 1 , 4 0 0

( p e r  d i e m ) 2 , 3 2 0

R a t e  D e s i g n 1 2 , 0 0 0

M a n a g e m e n t  A u d i t 3 9 , 7 6 0

T O T A L $ 2 3 0 , 2 8 0

I n  t h e  r e v i s e d  e s t i m a t e  s u b m i t t e d  t o  t h e  F e d e r a l  R e g i o n a l  C o u n c i l ,  
i n c l u d e d  w e r e  1 0 %  i n d i r e c t  c o s t  a n d  a d m i n i s t r a t i o n

$ 2 3 , 0 2 8

p l u s  a n  a m o u n t  f o r  c o n t i n g e n c i e s  $ 2 5 , 0 0 0

T O T A L  .  ' $ 2 7 8 , 3 0 8

A d d i t i o n a l l y ,  i n c l u d e d  i n  t h e  p r o p o s e d  e s t i m a t e  t o  t l i e  F e d e r a l  R e g i o n a l  

C o u n c i l  w a s  a  r e s e a r c h  a n a l y s t  I I  ( R a n g e  1 6 A  a t  $ 1 , 6 3 0  p e r  m o n t h ) .  I t  
w o u l d  a p p e a r  t h a t  t h i s  p o s i t i o n  w o u l d  e n s u r e  t h a t  i n f o r m a t i o n  o f  p a s t  a n d  
p r e s e n t  c o n c e r n s ,  p r o b l e m s  a n d  f r u s t r a t i o n s  r e g a r d i n g  s e r v i c e s  p r o v i d e d  b y  
A V E C  w h i c h  e x i s t  i n  m a n y  a g e n c i e s  ( D e p t ,  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n ,  
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s ,  e t c . )  w o u l d  b e  a n  i n t e g r a l  p a r t  o f  t l i e  
m a n a g e m e n t  a n a l y s i s .  A n  e s t i m a t e  o f  R A I 1  s a l a r y  f o r  s i x  m o n t h s  i s  $ 9 , 7 S 0  
p l u s  a n y  b e n e f i t s  w h i c h  m a y  a c c r u e  t o  a  t e m p o r a r y  p o s i t i o n .  T h i s  p o s i t i o n  
c o u l d  b e  f u n d e d  b y  t l i e  A P U C  w i t h i n  i t s  e x i s t i n g  j i c r s o n n c l  b u d g e t .

T h e r e  i s  n o  d o l l a r  a m o u n t  p r o v i d e d  i n  t h i s  b u d g e t  f o r  t e s t i m o n y  b y  t h e  
p a r t i c i p a n t s  b e f o r e  t h e  A I ' U C  w h e n  i t  d e t e r m i n e s  A V E C ' s  p e r m a n e n t  r a t e  

r e q u e s t  a n d  a  n e w  r a t e  d e s i g n .  I f  t h o  C o m m i s s i o n  i s  a l l o w e d  t o  t r a n s f e r



c r

S u e  G r e e n e  

P a g e  5  
2 - 7 - 7 7

s o m e  P e r s o n n e l  m o n i e s  t o  C o n t r a c t u a l  S e r v i c e s  a n d  e n c u m b e r  s a m e  f o r  F i s c a l  

’ 7 8 ,  i t  w i l l  h a v e  t h e  n e c e s s a r y  d o l l a r s  f o r :

T e s t i m o n y  o f  t w o  a c c o u n t a n t s ,  o n e

e n g i n e e r ,  o n e  m a n a g e m e n t  s p e c i a l i s t

@ $ 4 0 0  p e r  d a y  f o r  t e n  d a y s  ( t h i s

i n c l u d e s  t h e  w o r k  i n v o l v e d  i n  p r e - f i l i n g
t e s t i m o n y )  $ 1 6 , 0 0 0

T r a n s c r i p t  o f  h e a r i n g  4 , 0 0 0

( 1 6 0 0  p a g e s  a t  $ 2 . 5 0  p e r  p a g e )

T O T A L $ 2 0 , 0 0 0
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Background information: Supplement to p r e - a p p l i c a t i o n  of the State of Alaska

for a grant to effect a compr e h e h s i v e  a s s e s s m e n t  of 

the cost of service of the A l a s k a  Village Electric 

C ooperative to provide electric power in';46 A l a s k a  

Villages

* in the p r e - a p p l i c a t i o n  48 villages w e r e  included.

The v i l l a g e  of Point H o p e  is no longer in the service 

area of A V E C  and it is expected that A ngoon w i l l  be 

transferred to the T l i n g i t - H a i d a  R e g i onalElectrie 

Authority.

WHAT IS THE PROBLEM?

The financial v i a b i l i t y  of the A laska Village Elec t r i c  C o o p e r a t i v e  (AVEC") , wh i c h  

currently serves 46 remote villag-s in Alaska, is threatened by theloss of revenue 

from the State School (REAA) c o n t r a .‘s. .

*. *

For fiscal 1976, $833,306.58 in revenues or 26% of the total A V E C  revenues of 

$3,210,144 wer e  received from the State (F-EAA) Schools.

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

expected that the Bureau of Indian Affairs Schools wil l  do likewise. Currently 

their revenues, $2,425,127 for fiscal 1976, p r o v i d e  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).

TH E R E  IS N O  O T H E R  SOURCE O F  REVENUE TO O F F S E T  T H E  LOSS O F  S C H O O L  CONTRACT DOLLARS.

WHY HAS THIS HAPPENED?

The last half of the 1960's w e r e  m a r k e d  w i t h  much interest and efforts by the 

J o h n s o n  A d m i n i s t r a t i o n  in programs to i m p rove the standard of living for the 

e c o n o m i c a l l y  disadvantaged. Vista, Peace Corps and 0E0 we r e  familiar words on the 

front pages of the newspapers. Alaska's late S e n ator Bob B a r t l e t t  was able to interest 

the p o l i c y  m a k e r s  in Washington to consider e l e c t r i f i c a t i o n  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 d e v e l opment be entertained.

T he co o p e r a t i o n  of state and federal agencies gave birth to AVF.C in 1968 and then 

G o v e r n o r  lli.ckei approved the venture in March of that year. Tlie O ffice of Economic 

O p p o r t u n i t y  a greed 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 

A d m i n i s t r a t i o n  agreed to provide the. capital necessary for g e n eration and distribution 

of p o w e r  and the Bureau of Indian Affairs agreed, as did tlie State of Alaska through 

the. Alaska State Operated School. System, to purchase, e l e c t ricity for their schools on 

a flat mor.Lli.ly charge.



A c iording 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 w as given national attention w h e n  in 1.969 Senator 

Edward Kennedy, Vice-President-elect '•/alter M o n dnlc and former State Senator W i l l i e  

Hensley travelled to some of the first villages electrified by AVEC. The commitment 

to mak e  A V E C  w o r k  grew stronger.

However, the revenues AVEC were receiving w e r e  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 c o n tracted amount of $2835.00 per month.

Things wer e  p r o c eeding better. In 1972 AVEC showed a profit m a r g i n  for the first 

time. En t e r  the Trans-Alaska Pipeline. M a n y o f  AVEC's trained village operators 

w h o  then and today are being paid $260.00 p e r  mo n t h  wer e  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 A l a s k a  Public Utilities Commission was created with authority to regulate 

all p r i vate and some public utilities ir. the State. The i n i tial rates and soecial 

contracts established by AVEC came under a gr a n d f a t h e r  clause. There was no analysis 

of the revenues required to serve, n o r  the equity of the existing rate structure.

* •• —»
The 1975 legislature enacted AS 14.03 which repealed the S tate-Operated Schools 

Act and created in its place Regional Eoucational Att e n d a n c e  Areas ( R E M )  w h o s e  

responsibilities include the delivery of e d u c a tional services in rural Alaska. The 

R E M ' s  are governed by Boards of Directors, elected by residents of the affected 

villages, and they have autonomous responsibility to expend the e ducational dollars 

allocated to their districtsas they see fit. It is good man a g e m e n t  for these elected 

officials to question past expenditures in terms of v a l u e  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 RE A A ' s produce the electric power required for educational purposes for less 

dollars and divert heretofore allocated utility dollars to e ducational needs? If 

subsidy is necessary for the village resident, is this net a community problem, 

rather than an educational one? These arc the q u e s t i o n s  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.

WHA T  HAPPENS IF A V E C  GOES "BELLY-UP?"

The State and the Federal government w i l l  have to take imme d i a t e  steps t:o protect 

the investment that has been made in these, villages. (Exhibit 2) If a planned, orderly 

collapse could be offectodja tremendous expense wo u l d  he incurred in order to b r i n g  

continuing reliable power to the villages to proect the inv e s t m e n t  already there 

ond to provide for future power needs.

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

the existing s y s L c m .  Without tho revenues, these measures would fall short of achieving 

the goal and the article that appeared in the D e c e m b e r  3, 1976 issues of the Anchorage 

News (Exhibit 3) wil l  reappear for every village this im p o r tant Cooperative serves.

-2-



Th e r e  is no e s t i m a t e  that can be given at this time of the e x n o n diturc required in 

each v i l laag to secure a safe, reliable power source. A V E C  has a .513,231,957 I n v e s t­

ment in utility plant as of S eptember 1976; these are 1968-76 dollars. Add a

conservative a v e rage inflation factor of 6 7, —  a m i n i m u m  of $15 m i l l i o n  dollars w o u l d  

be required. This does nol include any overhead ey.pcnse>nor docs it take into 

consideration expenses incurred to meet emergency situations.

I S  TH E R E  A  SOLUTION?

The consensus of A l a s k a n  officials w h o  have discussed this p r o blem since March of 

this year is that the basic cost of s e r vice data m u s t  be determined before any

decisions are made. A  cost of s e r vice study is a pre c u r s o r  to the d e t e r mination of

which class of consumers shall nay wha t  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 a g ency charged with the r e s p o n sibility of e s tablishing just, reasonable 

and non-di s c r i m i n a t o r y  rates is the APUC. Wit h  p r o p e r  funding, this agency wo u l d  

provide the study in question and then render its judg m e n t  regarding what revenues 

are needed in o r d e r  to main t a i n  a v iable utility . In addition, the APUC must

determine the mos t  equitable rate structure for all consumers.

A n  induendent study as proposed in A l a s k a’s p r e - a p p l i c a t i o n  would give the decision 

makers of the REAA's the true cost to serve, regardless of w h o  is delivering the 

service. If a state subsidy is required in some areas in order to ma k e  p o w e r

available to theyillage resident at a realistic cost, this study w o u l d  p r o vide that

information.

Al a s k a  belie v e s  that it is in the bes t  interest of all agencies wi t h  existing and 

proposed programs dependent on a reliable po w e r  source in these villages to effect 

the prop o s e d  comprehensive assessment of the cost to p r o v i d e  electric po w e r  in 

Al a skan villages. This study can not only prevent the financial collapse of AVEC,

b ut can serve as a basis for plan n i n g  for future e l e c t r i f i c a t i o n  programs in other

remote villages. Additionally, this study could provide tiie foundation for 

e s t a b l i s h i n g  sound long-range planning for state s u b s i d i z a t i o n  policies in rural 

elec t r i f i c a t i o n  as well as enhance joint federal-state investments in the future.
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N o v e m b e r  1 6 ,  1 9 7 6

M r .  B e r n a r d  E .  K e l l y ,  C h a i r m a n  

F e d e r a l  R e g i o n a l  C o u n c i l  

U .  S .  D e p a r t m e n t  o f  H e a l t h ,  E d u c a t i o n  

a n d  V 7 c l f  a r e  

A r c a d e  P l a s a  B u i l d i n g  

M a i l s t e p  6 1 0  

1 3 2 1  S e c o n d  A v e n u e  

S e a t t l e ,  W a s h i n g t o n  9 8 1 0 1

D e a r  M r .  K e l l y :

E n c l o s e d  p l e a s e  f i n d  t h e  p r e - a p p l i c a t i o n  f o r '  f i n a n c i a l  

a s s i s t a n c e  t o  d e t e r m i n e  t h e  c o s t  o f  e l e c t r i c  s e r v i c e  b e i n g  

p r o v i d e d  f o r t y - e i g h t  A l a s k a  v i l l a g e  c o m m u n i t i e s  t h r c u g n  

t h e  A l a s k a  V i l l a g e  E l e c t r i c  C o o p e r a t i v e  r e f e r r e d  t o  i n  

m y  l e t t e r  o f  N o v e m b e r  4 ,  1 9 7 6 .

I t  i s  m y  u n d e r s t a n d i n g  t h a t  a n  i n f o r m a l  i n q u i r y  h a s  b e e n  

m a d e  t o  d e t e r m i n e  i f  a  m e e t i n g  t o  d i s c u s s  t h i s  ’ c r i t i c a l  

s i t u a t i o n  c a n  b e  a r r a n g e d  f o r  t h e  w e e k  o f  N o v e m b e r  2 S ,  

1 9 7 6 .  - I t  i s  m y  i n t e n t i o n  t o  s e n d  J a m e s  E d e n s o ,  D e p u t y  

C o m m i s s i o n e r  o f  R e v e n u e ,  i n  a d d i t i o n  t o  C o m m i s s i o n e r  

C a r o l y n  G u e s s  o f  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  

t o  p r e s e n t  t h e  S t a t e ' s  p o s i t i o n  a n d  a n s w e r  q u e s t i o n s  

r e l a t i v e  t o  t h e  a p p l i c a t i o n .  M r .  E d e n s o  w i l l  d s  o u t  o f  

t h e  S t a t e  c o m m e n c i n g  D e c e m b e r  5  a n d  I  a m  h o p e f u l  t h a t  

t h e  F e d e r a l  R e g i o n a l  C o u n c i l  c o u l d  a c c o m m o d a t e  a  m e e t i n g  

o n  D e c e m b e r  3 .

C o m m i s s i o n e r  G u e s s  s h o u l d  b e  c o n t a c t e d  a t  ( 9 0 7 )  2 7 6 - 6 2 2 2  

w h e n  t h e  d a t e  i s  f i r m  s o  t h a t  a r r a n g e m e n t s  c a n  b e  m a d e  

t o  m a k e  t h i s  p r e s e n t a t i o n .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  t h i s  a p p l i c a t i o n  a n d  

o u r  r e q u e s t  f o r  a  d i f f e r e n t  m e e t i n g  t i m e .

e r e l y ,

*****»•«_ '•s-'* s ' *
- .«   ---

j / y  :\yj  S .  ! !  a m m o  n  d  

/ y ' G b . r o r n o c
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CA T IO N
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/ g u s h e d
J’cjr nnnlA day

19
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■4. LOCAL APPI.lC.ViT/.YEWlENT

i. A?;ii:KtKj.t » : S t a t e  of  Al a s k a

*. 0:ziaiMt:‘:nI'nls : Pub. U t i l  Com. Dept, of Commerce
c. stc«:/?.o. Ect : 3 3 8  D e n a l i  S t .

4- C , V  :  A n c h o r a g e ,  «. C*>n*y :  n / A

‘ • s u n  .’ A l a s k a  *•  9 9 5 0 1

1. £n!*rt pn~.i iKcne Carolyn Guess, Comm., A.P.U.C.
&  tr.v.i.S.wa ,Vo.) : fop ?') 9 7 9 - 1  L°J__________________________

7 . title and description cf applicant's project

C o m p r e h e n s i v e  A s s e s s m e n t  o f  R u r a l  E l e c t r i f i c a t i o n  

n e e d s  a s  t h e y  r e l a t e  s p e c i f i c a l l y  t o  t h e  4 8  

v i l l a g e s  a n d  s m a l l  t o w n s  w i t h i n  t h e  A l a s k a  

V i l l a g e  E l e c t r i c  C o r p o r a t i o n  ( A V E C )  s e r v i n g  

s c h o o l s ,  m e d i c a l  c l i n i c s ,  p u b l i c  h o u s i n g ,  a n d  

s e w a g e  t r e a t m e n t  p l a n t s .

5. f e d e r a l  e m p l o y : ; ?  i d : . s t i f ; c a ; i c ; i  n o .

p a n ­
e l  r i .\ M
(From 
I'cleral 
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J. r;V3:.T
b. TIP.E

S e e .  S e c .  3

C. T Y P E  C  
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Enter Itllcr | f\ |

1 0 .  A R E A  O F  P R O J E C T  I M P A C T  cf c-:ui. c m ’.in.
S'.ctu, ct;.)

S t a t e w i d e

1 1 .  E o T L V A T E D  HUM- 
D E R  C F  i  E Y S O N S  
B E N E F I T I N G

7 , 2 0 0 +

1 2 .  T Y P E  C F  A P P L I C A T I O N
. V H o r  C - . 7 ; . ' i : l ; . l  L - A - i j x t r . l i l i ; / |
C -t .s r .c -t i l  0 - C ; s t i r . u i t i : n  —  

Entrr c-zrc..-rir.t£ l.-'irr A

: 1 3 .  P R O P O S E D  F L ' N C I N C .  I d .  C O N G R E S S I O N A L  D I S T R I C T S  O F : 1 5 .  T Y P E  C F  C H A N G E  {Tor it m ) 
M r » ; i  C ’. l l n  f - C L - j r  ( S ; y . - . ; y ) :

C - | . - : ; ; i u  L . r j l . : i  f  , ' R
i t .  F - O E . T M . 5 30 1  ,  64 3 / • }  j r r r t l C A T T b .  P . T O J i C T  

At L a r ^ e1 b .  / P P L t C A .N T 1 3 0 , 8 2 2  .co i At La rc e

i c .  S T A T E n  1 1 5 .  P R ' J . - E C T  S T A R T 17. FFDJF.CT 
DU.-.A t i C N
s i x  /.'i-.M.ji  i. 1 0 C A 1 ,ci I 13 7 7 1 2 prs.U |  ___j__ j

2. TYPE OF ASSISTANCE 
A -3 ii!s  Crt.-.t CMf.siViSi*

B-SvpplJ.T.i.'lii Grant E-Ollnr Enter cwro* ) - |
C-lnn p.-iztc [ AJ Ej

I t. O T H E R .n J I  ESTIV VTED C VTF. TO l’c-:r r-.or.th day
-— .—  -------------- . a* r.cs.-Nrrso to n ,
if. tct/l I 5 452,4 6 5 .  I fece ral  a g e n c y  >  • 10 76 11 26

1?. EXISTING FEDERAL IDENTiFiCATION NUMiMR

I 20. FEDERAL AGENCY 70 RECEIVE REQUEST (.Vsi. e. City, Etili, 21? c:t\)

i Federal Regional Council, Retion X, Seattle. Wash. 98101

I 27.

T I I E
A P P L I C A N T  
C E R T I F I E S  
T H A T  >

C E R T I F Y I N G  
R E P R E -  
S 2 N T A Y I V S

21. REMARKS ADDED 
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r i , n  j c c  j .s i  o n  t o  b r i n g  e l e c t  c i t y  t o  r u r a l  A l a s k a n  v i l l a g e s  . s  m a d e  i n  1 0 6 3  b a s e d  o n  

t h e  c o m m i t m e n t  o f  t h e  O f f i c e  o f  E c o n o m i c  O p p o r t u n i t y  w h i c h  p r o v i d e d  a  g r a n t  f o r  o p c r -  

a t i o : ^  t h e  R u r a l  E l e c t r i f i c a t i o n  A d m i n i s t r a t i o n  w h i c h  p r o v i d e d  l o a n s  f o r  c a p i t a l ,  t l i e  

B u r e a u  o f  I n d i a n  A f f a i r s  f I I I A )  a r . d  t h e  S t a t e  o f  A l a s k a  t h r o u g h  t l i e  S t a t e  O p e r a t e d  S c h o o l  
S y s t e m  ( S O S )  w h o  a p p r o v e d  f l a t  p o w e r  p u r c h a s e  a g r e e m e n t s ,  ' i h u s ,  t h e  A l a s k a  V i l l a g e

E l e c t r i c  C o o p e r a t i v e  ( A V T C )  w a s  e s t a b l i s h e d  d e d i c a t e d  t o  t h e  p h i l o s o p h y  t h a t  t h r o u g h  

e l e c t r i f i c a t i o n ,  r u r a l - A l a s k a ' s  s t a n d a r d  o f  l i v i n g  w o u l d  b e  v a : - ‘ . l v  i m p r o v e d  t h e r e b y  

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

o t h e r  l i f e  s u s t a i n i n g  s e r v i c e s .  • • ■  - .  -

T h e  c o n t r a c t s  b e t w e e n  A V T C  a n d  t h e  a g e n c i e s  r e s p o n s i b l e  f o r  r u r a l  e d u c a t i o n ,  S O S  a n d  B I A ,  

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

I n i t i a l l y  a  f l a t  m o n t h l y  c h a r g e  i n  t h e  a m o u n t  o f  S I , 2 0 0 . 0 0  w a s  a d o p t e d .  T o d a y ,  t h e  

m o n t h l y  r a t e  i s  $ 2 , 3 5 5 . 0 0  p e r  s c h o o l .  T n e  c h a r g e  t o  o t h e r  p o w e r  u s e r s  w h e n  e l e c t r i c i t y  

b e c a m e  a v a i l a b l e  w a s  b a s e d  o r  r* ‘ k i l o w a t t  h o u r  r a t e  w h i c h  h a s  n o t  i n c r e a s e d  s i n c e  1 9 6 S .

S i n c e  A V E C ' s  i n c e p t i o n ,  i t s  m a n a g e m e n t  w h i c h  p r o v i d e s  a d m i n i s t r a t i v e  a n d  g e n e r a l  f u n c t i o n s  

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

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

o p e r a t i o n  o f  4 8  v i l l a g e  g e n e r a t i o n ,  t r a n s m i s s i o n  a n d  d i s t r i b u t i o n  f a c i l i t i e s  f r o m  s u c h  

d i v e r s e  l o c a t i o n s  a s  A n g o o n  i n  S o u t h e a s t e r n  A l a s k a ,  P o i n t  H o p e  o n  t h e  C h u k c h i  S e a ,  t h e -  

v i l l a g e  o f  G a m b e l l  o n  S t .  L a w r e n c e  I s l a n d  a n d  t h e  i n t e r i o r  t o w n  o f  M i n t o .

T h e  S O S  w a s  a b o l i s h e d  b y  t h e  1 9 7 6  l e g i s l a t u r e  a n d  o n  J u l y  1  o f  t h i s  y e a r  2 1  R e g i o n a l  

E d u c a t i o n  A t t e n d a n c e  A r e a s  ( R E A A ' s )  w e r e  c r e a t e d  t h r o u g h o u t  A l a s k a  w i t h  a u t o n o m o u s  p o w e r  

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

s c h o o l s .  T h e  R E A A ' s  i n  r e v i e w i n g  t h e  c o s t s  t o  p r o v i d e  e d u c a t i o n ' i n  r u r a l  A l a s k a  h a v e  e x ­

p r e s s e d  t h e i r  v i e w  t h a t  t h e  p o w e r  p u r c h a s e  a g r e e m e n t  e x e c u t e d  b y  A V T C  a n d  S O S  

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

c o n t r a c t s  w i t h  A V T C  f o r  t h e  p u r c h a s e  o f  p o w e r  b e y o n d . J u l y  1 9 6 8 .

S h o u l d  t h e  s c h o o l s ,  t h r o u g h  t h e  R E A A ' s  c h o o s e  t o  i n s t a l l  t h e i r  o w n  g e n e r a t i o n  c a p a c i t y * ,  

t h e  o t h e r  u s e r s  o f  p o w e r  w i l l  b e  f a c e d  w i t h  p r o h i b i t i v e  r a t e s  f o r  e l e c t r i c  s e r v i c e .  T l i e  

d y s f u n c t i o n  o f  A V T C  i n  t h e s e  v i l l a g e s  w o u l d  s i g n a l  t h e  p o t e n t i a l  c o l l a p s e  a n d  b a n k r u p t c y  o f  

t h i s  c o o p e r a t i v e ,  w h i c h  i n  t u r n  w i l l  s e r i o u s l y  j e o p a r d i z e  t h e . p o w e r  s o u r c e  f o r  h e a l t h  c l i n i c  

t h e  s m a l l  e a r t h  s t a t i o n s  c o m m u n i c a t i o n  n e t w o r k ,  w a t e r  p u r f i c a t i o n  p l a n t s ,  a n d  a i r p o r t  c o n  

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

p r o g r a m s  i n  t h e s e  - I S  v i l l a g e s  a r e  s i m p l y  p r o h i b i t i v e  a n d  u n t e n a b l e .  .................................................................

H e n c e  - -  t h i s  a p p l i c a t i o n .  • •  •

# *

T l i e  c u r r e n t  A V T C  r a t e  s t r u c t u r e  w a s  i n  e x i s t e n c e  p r i o r  t o  t h e  e s t a b l i s h m e n t  o f  t l i e  . A l a s k a  

P u b l i c  U t i l i t i e s  C o m m i s s i o n ,  t h e  a g e n c y  c h a r g e d  w i t h  t h e  r e s p o n s i b i l i t y  o f  s e t t i n g  j u s t ,  

r e a s o n a b l e  a n d  n o n - d i s c r i m i n a t o r y  r a t e s  ( A S  - 1 2 . 0 5 . 1 4 1 ( 5 ) ,  A S  4 2 . 0 5 . 5 9 1 ) .  T l i e  t o u c h s t o n e  

o f  a n  e q u i t a b l e  r a t e  s t r u c t u r e  i s  t l i e  c o s t  t o  s e r v e .  T o  a c c u r a t e l y  d e t e r m i n e  t l i e  c o s t  o f  • 

s e r v i c e  a  m a j o r  a u d i t i n g  p r o j e c t  a n d  o n  e x a m i n a t i o n  o f  A V E C ' s  p l a n t  i n  s e r v i c e  m u s t  b e  

u n d e r t a k e n .  T h e n ,  s o u n d  a l t e r n a t i v e s  t o  t h e  e x i s t i n g  r a t e  s t r u c t u r e  c a n  b e  a r t i c u l a t e d  a n d

a d o p t e d .  W i t h o u t  t l i e  f a c t s ,  t i i o  A T U C  i s  w i t h o u t  t h e  t o o l s  t o  d o  t h e i r  j o b .

T l i e  p u r p o s e  o f  t h i s  a p p l i c a t i o n  i s  t o  r e q u e s t  m o n i e s  f r o m  t h e  F e d e r a l  R e g i o n a l  C o u n c i l  t o  t v  

m a t c h e d  b y  A l a s k a n  d o l l a r s  t o  f u n d  t h e  g a t h e r i n g  a n d  a n a l y s i s  o f  d a t a  n e c e s s a r y  t o  d e t e r m i n e  

j u s t ,  r e a s o n a b l e  ; m d  n o n - d i s c r i m i n a t o r y  r a t e s  f o r  A V T C  a n d  i n s u r e  t h a t  a n  u n i n t e r r u p t e d  

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

r u r a l  A l a s k a .

SI AN OAK J  fOKM ‘W.4 FAL.L C (10-71*)
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Introduced: 2/28/77
Referred: Finance

HOUSE BILL NO. 285

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act e n t i t le d :  "An Act making a supplemental appropriation to the

Department of Commerce and Economic Development,

Alaska Public U t i l i t i e s  Commission; and providing for 

an e f fe c t iv e  d a te ."

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

*  Section 1. The sum of $278,308 i s  appropriated from the general fund 

to the Department of Commerce and Economic Development, Alaska Public 

U t i l i t i e s  Commission, to fund a c o s t -o f - s e r v ic e  and management study of the 

Alaska V illage E le c t r ic  Cooperative during the remainder of F is c a l  Year 1977 

and extending into  F is ca l  Year 1978.

*  Sec. 2. This Act takes e f f e c t  immediately in accordance with AS 0 1 .-  

1 0 .0 7 0 (c ) .

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

-1- HB 285



F e b r u a r y  2 8 ,  1 9 7 7

T h e  I l o n o r a b l o  H u g h  M a l o n e  

S p e a k e r  o f  t h e  H o u s e  

A l a s k a  S t a t e  L e g i s l a t u r e  

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  M r .  S p e a k e r :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8  o f  t h e  A l a s k a  

C o n s t i t u t i o n ,  a n d  i n  a c c o r d a n c e  w i t h  A S  2 4 . 3 0 . 0 6 0 ( b )  

a n d  t h e  U n i f o r m  R u l e s  o f  t h e  A l a s k a  S t a t e  L e g i s l a t u r e ,

I  a m  t r a n s m i t t i n g  a  b i l l  m a k i n g  a  s u p p l e m e n t a l  a p p r o p r i ­

a t i o n  i n  t h o  a m o u n t  o f  $ 2 7 8 , 3 0 8  t o  t h e  D e p a r t m e n t  o f  

C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  A l a s k a  P u b l i c  

U t i l i t i e s  C o m m i s s i o n ,  t o  f u n d  a  c o s t - o f - s e r v i c e  a n d  

m a n a g e m e n t  s t u d y  o f  t h e  A l a s k a  V i l l a g e  E l e c t r i c  C o ­

o p e r a t i v e .  O n e  r e s u l t  o f  t h i s  s t u d y  w i l l  b e  t o  d e ­

t e r m i n e  r e a s o n a b l e  r a t e s  f o r  t h o  R E A A ' s  t o  p a y  f o r  

p o w e r  a n d  p r o v i d e  d a t a  f o r  c o n t r a c t u a l  d e c i s i o n ­

m a k i n g  f o r  t h e  f u t u r e  o f  e l e c t r i c a l  p o w e r  i n  t h e  f o r t y -  

s i x  A V E C - p o w e r e d  l o c a t i o n s .  T h e  a p p r o p r i a t i o n  w o u l d  

e n a b l e  t h e  s t u d y  t o  e x t e n d  i n t o  F i s c a l  Y e a r  1 9 7 8 .

S i n c e r e l y ,

J a y  S. Hamraond
G o v or no r



T h e  R E A A s  h a v e  r e f u s e d  t o  s i g n  c o n t r a c t s  w i t h  A V E C  

b e c a u s e  t h e  c o s t s  w i l l  b e  e x c e s s i v e  i n  r e l a t i o n s h i p  

t o  p r o j e c t e d  e d u c a t i o n  r e v e n u e s  t o  t h e i r  d i s t r i c t s .

T h e  s c h o o l s  h a v e  b e e n  c o n s u m i n g  3 3 %  o f  t h e  k i l o w a t t ~  

h o u r s  g e n e r a t e d  . a n d  p a y i n g  5 3 . 7 %  o f  t h e  c o s t s  o f  

. g e n e r a t i o n  i n  t h e  4 6  A V E C  v i l l a g e s .

T h e  P r o c e s s  A d d r e s s i n g  t h e  P r o b l e m :

T h e  I n t e r d e p a r t m e n t a l  T a s k  F o r c e  w a s  f o r m e d  t o  * '

a d d r e s s  t h e  p r o b l e m  a n d  r e c o m m e n d  t o  t h e  G o v e r n o r  

m e a n s  t o  r e s o l v e  t h e  i m m e d i a t e  p r o b l e m .  A g e n c i e s  

i n v o l v e d  v / e r e  t h e  G o v e r n o r ' s  i m m e d i a t e  s t a f f ,  t h e  

D i v i s i o n  o f  B u d g e t  a n d  M a n a g e m e n t ,  t h e  D i v i s i o n  o f  

P o l i c y  D e v e l o p m e n t  a n d  P l a n n i n g ,  t h e  D e p a r t m e n t ,  

o f  E d u c a t i o n ,  t h e  D e p a r t m e n t  o f  P u b l i c  W o r k s ,  t h e  

D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  a n d  i t s  

P u b l i c  U t i l i t i e s  C o m m i s s i o n ,  D e p a r t m e n t  o f  C o m m u n i t y  

a n d  R e g i o n a l  A f f a i r s  a n d  t h e  D e p a r t m e n t  o f  R e v e n u e .

J i m  E d e n s o ,  D e p u t y  C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  o f  

R e v e n u e ,  h a s  b e e n  c h a i r i n g  t h e  p r o j e c t .

T h e  R e c o m m e n d a t i o n s :

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

t o  t h e  F e d e r a l  R e g i o n a l  C o u n c i l  t o  s e e k  f u n d i n g  t o  

c o n d u c t  a  c o s t  o f  s e r v i c e  s t u d y  t o  c o l l e c t  

d a t a  n e c e s s a r y  t o  t h e  R E A A s  f o r  r e s o l u t i o n  o f  t h e  

c o n t r a c t  d i s p u t e s ;  t o  B I A  f o r  a s c e r t a i n i n g  t h e  f u t u r e  o f  

t h e i r  A V E C  c o n t r a c t s ;  t o  A P U C  f o r  e s t a b l i s h i n g  j u s t  a n d  

r e a s o n a b l e  r a t e s ;  t o  t h e  S t a t e  A d m i n i s t r a t i o n  f o r  d e t e r m i n ­

i n g  f u t u r e  p o l i c y  o f  s u b s i d i z a t i o n  o f  e l e c t r i c i t y  

i n  r u r a l  A l a s k a  f o r  e d u c a t i o n a l  p u r p o s e s ;  a n d  t o  f e d e r a l  

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

d e p e n d e n t  o n  A V E C  p o w e r .

C u r r e n t  S t a t u s :

T h e  p r o p o s a l  t o  t h e  F e d e r a l  R e g i o n a l  C o u n c i l  w a s ,  i n  

e s s e n c e ,  t u r n e d  d o w n .  T h e  u r g e n c y  o f  t h e  p r o j e c t  

d i c t a t e s  t h a t  t h e  S t a t e  p r o c e e d  i n  o r d e r  t o  h a v e  t h e  

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

T h e  c u r r e n t  c o n t r a c t s  w i t h  t h e  R E A A s  ( a c t u a l l y  a n  

a s s i g n m e n t  o f  r i g h t s  b y  t h e  S t a t e  t o  R E A A s  u n d e r  t h e  

t e r m s  o f  t h e  f o r m e r  S t a t e w i d e  c o n t r a c t  w i t h  S t a t e  

o p e r a t e d  s c h o o l s )  e x p i r e  J u n e  3 0 ,  1 9 7 0  a n d  n o  f u t u r e  

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

r e s o l v e d .

JL
tu



I m m e d i a t e  R e c o m m e n d a t i o n :

P a g e  2

T h e  r e c o m m e n d a t i o n  o f  t h e  I n t e r d e p a r t m e n t a l  T a s k  F o r c e  

i s  t h a t  t o  a s s u r e  i m m e d i a t e  r e s p o n s i b l e ,  p r o f e s s i o n a l  

a t t e n t i o n  t o  t h e  t a s k ,  t h e  S t a t e  f u n d  t h e  c o s t  o f  s e r v i c e  

s t u d y  f o r  a n  a m o u n t  o f  $ 2 0 0 , 0 0 0  a p p r o p r i a t e d  t o  t h e  

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n .  T h e  I n t e r d e p a r t m e n t a l  

T a s k  F o r c e  r e c o m m e n d s  t h a t  s i n c e  t h i s  i s  t h e  S t a t e  

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

j u s t ,  r e a s o n a b l e  a n d  n o n - d i s c r i m i n a t o r y  r a t e s ,  t h i s  i s  

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

A t t a c h m e n t s



F IS C A L  N O T E

THE LEGISLATURE Ol7 THE STATE OH ALASKA
TENTH LEGISLATURE •

R E Q U E S T  o o c
B ill /R e s o lu t io n  N o . H o u s e  10  1 3. J o , 2 8 5II l l Wl I I \v_f . ________________________________________________________________________ _______ ___
T i t l e  J L U P P l . G m e n t n l  A p p r o p r i a t i o n  t - n  A 1  P n b l  i  r -  m - i  m - i n r  r,„n™
R e q u e s t e d  b> '_  O f f  i  c c  o f  t h e  G o v o r n o r  D a l e ______2 / 2 5 / 7  7

on---

I I .  F I S C A L  D E T A I L

A g e n c y A ffe c te d  C o m B R r c e  t, E c o n o m i c  D n v o l n o m r - n )•

Program Category AffectedI P u b l i c  P r o t o n  I: i n n

Budget Request Unit(s) Affected A l a s k a  P u b l i c  tlt-.i 1 i t-.i o s  R m m n ^ i n n

E X P E N D I T U R E S  (T h o u s a n d s  o f  D o lla rs )

‘ V
F U N D I N G  (T h o u s a n d s  o f,-D o lla rs )

FY 77 FY 78 FY 79 F Y  80 FY 81 FY S2

100 PERSONAL SERVICES

?on T R A V E L

300 C O N T R A C T U A L 278,300

400 COMMODITIES

roo KOUIPMEN 1'
600 L A N D  fi ST RU CTU RE S

700 GRANTS. CLAIMS. ETC.

- - 1

--- i

G E N E R A L  F U N D 278,300

... . — ....

F E DE RAL FU ND S

O T H E R  (Spccifv)

... -- — •

POSITIONS 

FULL TIME

PART TIME

T E M P O R A R Y

I I I .  A N A L Y S I S  (See F isca l N o te  P re p a ra tio n  In s tru c tio n s , S e c tio n  I I I )

Summary of d ir e c t  co sts  o f  AVKC study:

Accounting (rate  base -  investment in p lant) 
Accounting (operating expenses for the t e s t  year) 
Engineering (Anchorage)

( f ie ld / tr a v e l )
(per diem)

. Kate Design
Management Audit 

*, Subtotal
In d ire c t  cost and adm inistration 
Contingencies

TOTAL

IV .  D A T E  ..2L?2.(2lL
Oiiginal; l egislative Finance
cc: Budget and M.immcmciil

Prime Sponsor (lirst Legislator Named)

P R E P A R E D  B Y  . r ; i n v ! Y n .
A G E N C Y   ̂  ̂ t i ' l ’. a  I ' ld r J  i c  I I !  t i l t  j  o s  i 

I ’l lO N E  " 2 7 2 - M B 7  ~

$72., 000

55, 200

3 7, 600

3.1, d00

320

12, 000

39, 7 60

'$230, :f!fo

23, 0 28

2'<, (il)tl

'$'27(J_;'.to it"

ionor , AV’UC

p m  ins ion___



c A l a s l q i  c V i l l a g e  E l e c t r i c  C o - o p e r a t i v e ,  i n c .

999 TUDOR RD., ANCHORAGE. ALASKA 99503 ..
• TELEPHONE 279-3548

VecembeA 3, 1976 • • • *'  • . . ‘ .

C o A oltjn G u e A A ,  C o m m i A A i o n c A  : •  • •

M a A k a  P u b l i c  U t i l i t e A  C c m m i A A i o n  '

1 1 0 0  U a c K a y  b u i l d i n g  • • #

331 V e n a t i  . _ '  . • ■ • ‘ '

A »  l d i o A a g e ,  A l a i k a  9 9  5 01 ' . . . .  •
• • ' •
•  ̂ . ■ •

V e a A ' C o m m i A A i o n e / L  G u e A A :  • • “  ,
. • •

E n c lo A e d  p le a A c  ^ in d  th /ie e  A e tA  oh cha AtA  a t  b o t t o m :  * * . * •

• * X-;*-

ChaJut 1>1: G i v c i  a n  i n d i c a t i o n  o h  t h e  S t a t e  S c h o o l  A e v e n u e -  v e u e A  the.

t o t a l  A e v e n u e A  i n  State. S c h o o l  v i l t a g e A  A c i v e d  b j  Al/EC.

C ha/ut 112: G ive A  an i n d i c a t i o n  o h  Al/EC A e ve n u e  AouAceA a nd  d i A t A i b u t i o n
h>iom 7 - 7 - 7 5  thn.cu.gh &30T6.

ChaJut H3: ChaJutA o r i g i n a l l y  d e v e l o p e d  i n  7 9 7 3  i n  c o n j u n c t i o n  w i t h

e h h 0/Lt A  t o  a c l a c  t h e  A c h o o l  m i n i m u m  t o  $2, 835 .  pen. m o n t h ,  w h i c h  t i m e  

A e q u e n c e d  t h e  e v e n t b  t h a t  v.'outd h a p p e n  t o  Al/EC w i t h o u t  a d e q u a t e  A c h o o l  A e v e n u e .  

*
W e  h a v e  i n d i c a t e d  o n  t h c A e  c.haJitA t h e  tijpe o h  c h a o A  t h a t  w o u l d  d e v e l o p  

i n  a  h a i l i n g  utilitij. T h e  o n e  a A  g o o d  todaij at> w h e n  theij wejie

o A i g i n u l h j  p \ c A e n t c d  t o  A e A p o n A i b l c  o h h i d a l A  i n  1 9 73.

Y olUla  tA u h j ,

A L A S K A  1 ' 7 LI.AGE E L E C T R I C  

. C O O P E R A T I V E ,  1,'JC.

GeneJi 

LH H /ja tj  

EncloAUACA

H od icn  
Liang eA
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.•V',
S T A T U  SCHO OL I'T L IA S E S  SV.fiVEV B/  At/FC 

• 7 - 1 - 7 5  t l - A c u o h  6 - 3 0 - 1 6
*•

i ,

£  B IA
.  S c h o o l

V i l l a g e
R e v o i u e

■ Alakanuk. *** 
Angoon .
AnvJJi .
Ermonak *** • ’ 
Fo/ttu):a JLccOje. ' 
ttoltj &1 0 6& \
Uu&lia
Kaltag - , '

■ Kiana. *** •;
. Klvatlna. .
Kotfufe ‘ 

ISatto

I L -  W e e a g e ' ^ *  

f/ew StuyaJiok 
. Uoatah 
Uooavik ** 
Uulato ** 
TlthaA "Point 
ShiA’vncuizh 
Shtuignah 
Toglak
Toh&ooli Bag *** 
Waite

36 . 3 5 , 9 2 7 . 5 2

3 3 3 5 , 0 9 2 . 2 3

3 7  * 3 5 , 5 3 9 . 7 9

3 0 3 5 , 9 3 4 . 5 0

5 4 3 5 , 9 0 6 . 1 0

11 7 7 9 , 5 0 0 . 7 4

$ S t a t e ,Vcu-Sc7ico£ T o t a l

S c h o o l R e v e n u e R e v e n u e  :

R e v e n u e * » *

2 7 2 7 , 0 0 0 . 7 9 4 2 , 0 4 5 . 7 6 9 8 . 9 7 4 . 0 7  '

3 6 3 6 , 6 3 0 . 4 5 6 5 , 5 4 9 . 6 5 7 0 2 , 2 3 0 . 7 0

$ 4 3 5 , 4 8 7 . 0 7 6 , 5 6 1 . 5 6 4 2 , 0 4 8 . 6 3  .

2 0 2 0 , 8 1 0 . 9 9 4 9 , 5 4 8 . 4 4 1 0 5 , 4 5 1 . 6 6

7 2 3 5 , 9 4 3 . 2 3 1 4 , 1 0 0 . 7 8 * 5 0 , 0 4 9 . 0 1

5 9 3 5 , 7 3 9 . 7 2 2 5 , 0 9 4 . 4 8  ' 6 0 , 8 3 3 . 6 0

67 3 6 , 6 9 3 . 3 3 2 3 . 7 3 2 . 7 0 6 0 , 4 7 5 . 9 8

7 0 3 6 , 7 7 4 . 9 3 • 7 5 , 3 0 7  . 5 9 * 5 1 , 4 7 6 . 5 2

3 3 3 3 , 4 2 0 . 6 7 4 1 , 6 5 1 . 8 9 7 7 6 , 7 7 2 . 3 5 -

6 2 3 5 , 3 3 2 : 7 5 2 1 , 6 6 2 . 0 8  • 5 6 , 9 9 4 . 8 3  ‘

7 2 3 5 , 6 9 3 . 3 9 • 7 3 , 5 5 5 . 3 2 4 9 , 2 6 4 . 7 1  ‘

6 s 3 5 , 5 7 9 . 4 0 7 6 , 4 2 7 . 7 2 5 7 , 9 4 6 . 5 2

7 3 2 7 , 0 3 3 . 0 7 6 2 , 9 5 2 . 6 9 7 7 9 , 9 2 0 . 7 . 0

6 3 3 6 , 9 2 5 . 1 9 1 7 , 4 2 5 . 0 6 ‘ 5 4 , 3 5 0 . 2 5

5 9 3 5 , 4 2 9 . 7 3 •  2 5 , 0 3 3 . 2 9 6 0 , 4 6 2 . 4 7

6 2 7 6 , 0 7 6 . 2 2 r - 4 7 ,  7 7 9 . 3 5 7 2 3 , 7 3 5 . 5 7

6 7 7 7 , 4 7 4 . 6 4 ' 3 5 , 3 3 4 . 3 6 7 0 7 , 3 0 9 . 0 0

3 2 3 5 , 3 5 0 . 9 3 7 , 5 9 5 . 7 0 4 2 ,  9 4 6 . 6 3  -

5 2 3 5 , 7 2 7 . 5 3 3 3 , 4 2 1 . 0 7 6 9 ,  1 4 8 . 6 5

7 0 3 5 , 9 7 0 . 3 4 1 5 , 3 6 2 . 7 5 5 7 , 3 3 3 , 0 9

4 9 3 6 , 9 1 8 . 9 7 3 9 , 0 7 5 . 3 7 7 5 , 9 3 5 . 3 4

7 5 1 0 , 0 6 6 . 2 4 2 0 , 9 9 0 . 5 3 6 6 , 9 6 2 . 3 7

Z i 3 4 , 8 8 7 . 1 1 1 0 , 0 6 3 . 9 1 4 4 . 9 5 7 . 0 2 •

5 0 3 3 3 , 3 0 6 . 5 3 6 5 0 , 1 0 6 . 8 5 7 , 6 6 2 , 9 7 3 . 5 7

6 7 $  0 |$ T o . t u £  R e v c J i u e  S c / i o o & s .

*  . V o J it la l  ijcjoa S ta te . S c h o o l  

** Two S t a t e / R B / A  -S c h o o lA  

*** B IA  6 S t a te / R E A A  S c h o o l

r -

5
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M f r ' v f i/fMffF c w p p r . s  c m s m M U J R  

Von/i litPri 1, 1°7^ -  A  S I  L L

R e v e n u e . A v e r a g e  C o l t

P t e t d o j i t i a Z  

C o r m o A c t a Z  

- S t A e e t  U g h t l  

B I A .  S d i o o & s

Lt-Z S z l lO O- t l
c J i c o Z i - O t h e A  

O t h e A  P u b  t i e  

..BuiZdJjigi

O t h e A  R z v e j u i z i

T o t a Z

A l / e / u u j K .

W o .  • . "  * m % $ 4 / m <

2 2 2 7  

1 4 7  

• 7 6  

lb  
2 3  

5

3 7

12.6

.6
7 9

19

6 . 3

3 , 9 7 7 , 5 3 0 .  

1 , 6 1 9 , 4 1 3 .  

. 7 3 , 4 4 0 .  

2 , 4 1 5 , 1 1 7 .  

1 , 4 4 0 , 0 5 7 .  

81-5,969.

2 5  ‘  

7

. 3

2 9 . 1

2 6 "

5 . 5

8 1 3 , 4 9 4 .

1 1 7 , 6 6 4 .

9 , 1 8 0 .  

9 3 6 , 2 7 5 .  

8 3 3 , 3 0 7 .  .  

1 7 7 , 6 8 8 .

2 0 .4  "

1 3 . 4  •

7 2 . 5  

• 3 . S . 6

3 4 . 2  v  

2 1 . 8

2 6 7 1 1 . 5 1 , 4 8 4 . 2 4 9 . 7 . 7 2 2 7 . 7 2 1 . 7 5 . 3

•
1 , 8 7 5 . ■ .  . . .

2 7 7 7 1 0 0 1 2 , 8 3 5 , 7 8 5 . 1 0 0 3 , 2 1 8 . 1 4 4 . ~ ' 2 5 . 1
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S T A T U S  O F  C O N T R A C T  A R R A N G E M E N T S  B E T W E E N  R E A A ' s  A N D  A V E C

W i t h  t h e  d i s o l u t i o n  o f  t h e  S t a t e  O p e r a t e d  S c h o o l  S y s t e m ,
-v

w h i c h  h a d  b e e n  t h e  s i n g l e  c o n t r a c t i n g  a g e n c y  w i t h  A V E C  f o r  

e l e c t r i c a l  p o w e r  t o  s c h o o l s  a n d  c o m m u n i t i e s  p r i o r  t o  t h e  

• e s t a b l i s h m e n t  o f  t h e  R e g i o n a l  E d u c a t i o n a l  A t t e n d a n c e  A r e a s , ,  

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

t h e  l e g i s l a t i o n  c r e a t i n g  t l i e  R E A A ' s ,  T h e  S t a t e  a s s i g n e d  t h e  

r i g h t s  u n d e r  t h e  e x s i s t i n g  c o n t r a c t  t o  t h e  R E A A ' s  a n d  a d v i s e d  

t h e  R E A A ' s  a n d  A V E C  t o  i m m e d i a t e l y  e m b a r k  o n  c o n t r a c t  n e g o -  

. ' . . t i a t i o n s  f o r  t h e  f u t u r e .  • .

O b v i o u s l y ,  t h i s  c h a n g e  i n  g o v e r n m e n t a l  s t r u c t u r e  w i t h i n  t h e

S t a t e  o f  A l a s k a  c r e a t e s  a  p a r t i c u l a r i l y  d i f f i c u l t  s i t u a t i o n  

' < . 

f o r  A V E C  a n d  f o r  t h e  R E A A ' s .  V 7 h e r e  A V E C  w a s  a b l e  t o  s e t t l e

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

t h e y  m u s t  n o w  n e g o t i a t e  v / i t h  e i g h t  o f  t h e  t w e n t y - o n e  R E A A

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

b y  t h e  S t a t e  O p e r a t e d  S y s t e m .  A d d i t i o n a l l y ,  t h o s e  b o a r d s

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

d a r e  c o m m i t  s i n c e  t h e i r  f u n d i n g  i s  e n t i r e l y  S t a t e  f u n d s ,

a p p r o v e d  a n n u a l y  b y  t h e  l e g i s l a t u r e .  • •

w . , P r e s e n t a t i o n  t o  t h e  F e d e r a l  R e g i o n a l  C o u n c i l

A t  t h i s  t i m e ,  t h e  S t a t e  i s  c o n c e r n e d  a b o u t  d e v e l o p i n g  a  • 

s o u n d  l o n g - r a n g e  p o l i c y  o n  r u r a l  e l e c t r i c a l  p o v / e r  a n d  i s  

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

v i l l a g e s  a s  w e l l  a s  s c h o o l  d i s t r i c t s .  W h i l e  t h e  S t a t e  d o c s



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

b e t w e e n  A V E C  a n d  t h e  R E A A ' s ,  n o r  t o  c o n t r a c t  o n  t h e i r  b e h a l f ,  

i t  d o e s  f e e l  a n  o b l i g a t i o n  t o  a s s i s t  i n  a l l  w a y s  p o s s i b l e  i n  

r d s o l v i n g  w h a t  i s  c l e a r l y  a  d i f f i c u l t  d e c i s i o n - m a k i n g  p r o b l e m
•V

a t  t h i s  j u n c t u r e  i n  r u r a l  e l e c t r i f i c a t i o n  h i s t o r y  a n d  t o
» •

a s s i s t  i n  m a i n t a i n i n g  a  c o n t i n u i t y  o f  e n e r g y  s u p p l y .• • •*■ •

A s  o f  F r i d a y ,  D e c e m b e r  3 ,  t h e  s t a t u s  o f  t h e  c o n t r a c t  p o t e n t i a l  

w i t h  R E A A ’ s  c o n t a i n i n g  A V E C - s e r v e d  s c h o o l s  w a s  b a s i c a l l y  a s  

f o l l o w s :  . . .  • '

• * • •

T h e  b o a r d s  o f  t h e  R E A A ' s  i n v o l v e d  a r e  u n a n i m o u s

i n  t h e i r  c o n c e r n  a b o u t  t h e  i n e q u i t y  o f  c h a r g e s  f o r

• A V E C  s e r v i c e  t o  s c h o o l s  c o m p a r e d  w i t h  o t h e r  c o n s u m e r s .  

B e y o n d  t h a t  c o n s e n s u s  t h e r e  a r e  s o m e  d i f f e r i n g

^ r e s p o n s e s  a c c o r d i n g  t o  p a r t i c u l a r  e x p e r i e n c e s  o f  t h e

• R E A A ' s .  . . . • • .
•  ,

R E A A  u l  f e e l s  t h a t  t h e  r a t e s  d e i n i t e l y  n e e d  t o  b e  m o r e  

r e a s o n a b l e  a n d  e q u i t a b l e  a n d  t h e  b o a r d  h a s  a s k e d  

s t a f f  t o  a n a l y z e  t h e  c o s t  o f  g e n e r a t i n g  t h e i r  o w n  

e l e c t r i c i t y .  T h e y  i n d i c a t e  t h a t  t h e y  h a v e  n o  i n t e n t i o n  

o f  s i g n i n g  e x t e n d e d  c o n t r a c t s  a t  t h i s  t i m e ,  t h o u g h

a n  a n a l y s i s  o f  t h e  c o s t  f o r  g e n e r a t i n g  t h e i r  o w n

• • •

e l e c t r i c i t y  m i g h t  c h a n g e  t h e i r  m i n d s ,  a s  c o u l d  a  

c h a n g e  i n  r a t e  s t r u c t u r e .



R E A A  § 2  i s  s e r i o u s l y  i n t e r e s t e d  i n  s i g n i n g  a n  e x t e n d e d

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

. T h e i r  c o m p l a i n t s  c e n t e r  a r o u n d  r a t e s ,  a n d  t h e y  a r e

• •
p a r t i c u l a r i l y  s y m p a t h e t i c  w i t h  A V E C ' s  p r o b l e m s

w i t h  t h e  r a p i d  g r o w t h  i n  r e s p o n s e  t o  t h e  e x p a n s i o n

o f .  s c h o o l  c o n s t r u c t i o n .  B a s i c a l l y  t h e y  o p p o s e  t h e

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

•  • • * • .

R E A A  £ 1 2  a p p e a r s  t h e  l e a s t  l i k e l y  t o  s i g n  a t  t h i s  p o i n t ,  

b u t  t h e y  a r e  g r a v e l y  c o n c e r n e d  a b o u t  t h e i r  o w n  

c o m m u n i t i e s  a n d  t h e  r e s t  o f  t h e  S t a t e  i f  t h e y  c h o o s e

n o t  t o  s i g n  a n  e x t e n d e d  c o n t r a c t  f o r  t h e  s c h o o l s .

» • '? * • 
T h e i r  m a j o r  c o n c e r n s  c e n t e r  a r o u n d  t h e  c o s t  o f  A V E C

s e r v i c e  a s  c o m p a r e d  v i t h  t h e  c o s t  w i t h  t h r e e  p r i v a t e

* «

p o w e r  c o m p a n i e s  t h a t  s e r v e  s c h o o l s  i n  B e t t i e s ,

•*
* M a n l e y  H o t  S p r i n g s  a n d  T a n a n a .  T h e  c o s t  f o r  t h o s e  

s c h o o l s ,  w h i c h  a r e  o f  c o m p a r a b l e - s i z e ,  v a r i e s  f r o m  

o n e - t h i r d  t o  o n e h a l f  t o  t h e  c o s t  o f  t h e  A V E C  s e r v i c e .

T h e  B o a r d  h a s  r e q u e s t e d  s p e c i f i c  r e v i e w  o f  a l t e r n a t i v e s

a n d  w i l l  b e  r e c e i v i n g  t h a t  i n f o r m a t i o n  i n  t h e  n e a r  

f u t u r e .  A d d i t i o n a l  r e f e r e n c e  w a s  m a d e  t o  s e r i o u s  

d a m a g e  p r o b l e m s  f r o m  t h e  l a c k  o f  g o o d  m a i n t e n a n c e

• s e r v i c e  b y  A V E C ,  t h e  m o s t  n o t a b l e  e x a m p l e  r e f e r r e d  

t o  b e i n g  $ 9 0 , 0 0 0  d o l l a r s  w o r t h  o f  d a m a g e  i n  M u l a t o
*

t w o  y e a r s  a g o .  * '

• % • •
\ ,

R E A A  I!6 i s  n o t  i n t e r e s t e d  i n  p r o d u c i n g  t h e i r  o w n  e l e c t r i c i t y

w o u l d  l i k e  t o  s i g n  t h e  c o n t r a c t ,  b u t  c a n n o t  a t

t h i s  t i m e  a c c e p t  t h e  r a t e  s t r u c t u r e .  T h e y  d o  h a v e '



n o r i o u s  c o n c e r n  a b o u t  t h e  l a c k  o f  d e p e n d a b l e  p o w e r  

' i n  o n e  o f  t h e i r  A V E C - s e r v e d  s c h o o l s ,  w h i c h  m u s t  

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

\  - a n d  b e a r  t h e  c o s t  o f  t h e  r e g u l a r  c o n t r a c t e d  s e r v i c e ,

• >  
a s  w e l l .  . T h e  e x p a n s i o n  o f  h o u s i n g  i n  : R E A A  5 6  h a s

• g r e a t l y  a f f e c t e d  t h e  d e p e n d a b i l i t y  o f  p o w e r  d u e  

. • t o  e x t e n s i o n  o f  w a t e r  a n d  . s e w e r  s y s t e m s .

■ ' ' *• *
* • * «

R E A A  5 1 1  b o a r d  i s  r e l u c t a n t  t o  s i g n  w i t h o u t  a  f a i r e r

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

o f  t h e  B I A  s c h o o l s  i n  t h e  f u t u r e  a n d  d o  n o t  f e e l

t h a t  t h e y  w i l l  b e  a b l e  t o  j u s t i f i y  e x p e n d i t u r e s

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

_ ■  . H o w e v e r ,  . . t h e y  d o  n o t  h a v e  a h  a c c e p t a b l e  a l t e r n a t i v e

t o  d a t e .  ' ‘ .7

• * '

R E A A  # 4  a l l e g e d l y  h a s  n o  i n t e n t i o n  o f  s i g n i n g  a n d  i s  c o n s i d e r i n g

• o p e r a t i n g  v / i t h  i t s 1 o w n  p o w e r  g e n e r a t i o n  u n l e s s  t h e  

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

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

h a v e  b e e n  e x p e r i e n c e d .

R E A A  5 5  B o a r d  v / o u l d  r a t h e r  b u y  t h a n  p r o d u c e  p o v / e r ,  b u t

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

a c c e p t  t h e  s a m e  r a t e  a s  c o m m u n i t y  u s e r s  a n d  o t h e r s .

L i k e w i s e ,  i f  a n y  a m o u n t  a b o v e  t h a t  r a t e  i s  s u b s i d i z e d  

b y  t h e  S t a t e  t h r o u g h  o t h e r  t h a n  s c h o o l  f o u n d a t i o n  a c t  

e d u c a t i o n  d o l l a r s ,  t h e y  w o u l d  b e  m u c h  m o r e  l i k e l y  t o



flign th e  c o n t r a c t s .  B ecause th e y  f e e l  t h a t  th e  AVEC 
power i s  b a s i c a l l l y  u n r e l i a b l e ,  th e y  have t o  keep th e  
back-up system s ru n n in g  i n  t h e i r  s c h o o ls .  ( I n  some 

*, b a se s  th e r e  i s  a s o le  so u rc e  p rob lem .)

REAA 53 d id  n o t r e p o r t  l a s t  week b u t a r e  a p p a r e n t ly  
re sp o n d in g  s im i l a r l y  t o  54. ’ •



'  ' A G R E E M E N T

1. This Contract, entered into on t h e  daij oft . * 9 7 $ ,  •

b e t w e e n  t h e  C h a t h a m  S c h o o l  d i s t r i c t ,  [ R u r a l T E d u c a t i o n  A t t e n d a n c e .  / r e a  

d i s t r i c t  E i g h t e e n ) ,  a n d  A l a s k a .  V i l l a g e  E l e c t r i c  C o o p e r a t i v e ,  I n c . ,  

[ h e r e i n a f t e r  c a l l e d  t h e  " C o n t r a c t o r " ) . ' . . .
• • * i * • * •

* • * • •
E l e c t i v e  V o t e  \

-* - * . • « • • % • •

I n  r e g a t i d  t o  p r e s e n t  C h a t h a m  S c h o o l  d i s t r i c t  S c h o o l  l o c a t i o n s ,  

I n c l u d i n g :  • • * . ■ . * '  '•

• . .. Angoon ;/. ’

e l e c t i v e  J u l y  1, 1 9 7 6 .  . .  .  •

' 2 .  W I T N E S S E T H  t h a t :  •
* . . • ’ * ' . -? r ,  * * •

( а )  W H E R E A S ,  t h i s  i s  a  C o n t r a c t '  f o r  s u p p l y i n g  e l e c t r i c a l  s e r v i c e s  

■in a n  a/iea tvhere n o  c o m p e t i t i o n  e x i s t s  a n d  'rates oJie c o n t r o l l e d  b y  l a m  

O K  o r d i n a n c e ;  a n d  • .

( б )  W H E R E A S ,  t h e  C o n t r a c t o r  h a s  e n t e r e d  i n t o  a Coiitsract icith t h e  

A d m i n i s t r a t o r  o f  t h e  R u r a l  E l e c t r i f i c a t i o n  A d m . u i t s t r a t i o n , h e r e i n a f t e r ,  

r e f e r r e d  t o  oa " R E A " ,  d a t e d  S e p t e m b e r  25, 1 9 6 S, N o .  A - 1 & 7 3 ,  'and A c . b A eqae.nt  

A g r e r n e n t s ,  c h i c k  p r o v i d e s  f o r  a  l o a n  f r o m  t h e  U n i t e d  S t a t c A  o f  A m e r i c a ,  

a c t i n g  t h r o u g h  t h e  R E A  t o  f i n a n c e  t h e  c o A t A  o f  c o n s t r u c t i o n  o f  c e r t a i i i  

e l e c t r i c  g e n e r a t i o n  a n d  d i s t r i b u t i o n  s y s t e m s  a n d  r e l a t e d  a p p n r t e n a n c e A , 

h e r e i n a f t e r  r e f e r r e d  t o  oa " E l e c t r i c  f a c i l i t i e s "  a nd

( c . )  WHEREt\S, t h e  c o n s t r u c t i o n  o f  t h e  C o n t r a c t o r .’a  E l e c t r i c  f a c i l i t i e s  

i A  c o n d i t i o n e d  u p o n  t h e  n c g o t i c c i o n  a n d  e x e c u t i o n  o f  C o n t r a c t s  i n  f o r m  

a n d  c o v e r a g e  a c c e p t z b l e  t o  t h e  R E A  b e i iezen t h e  C o n t r a c t o r ,  a n d  q u a l i f i e d  

C o o p e r a t i v e  N c n b c r s ,  h e r e i n a f t e r  r e f e r r e d  t o  o a  " M e m b e r s " , a n d

( r f j  W H E R E A S ,  t h e  C h a t h m  S c h o o l  d i s t r i c t  d e s i r e s  t o  b e c o m e  a  

M e m b e r  a n d  s e c u r e  r e q u i r e d  e l e c t r i c  s e r v i c e  a s  n e c c s s a j u j  f o r  o p e r a t i o n  

o f  s c h o o l s ,  i n  t h e  v i l C a g e  o f  A n g o o n ,  i n  u'hieh C o n t r a c t o r  o p e r a t e s  

e l e c t r i c  f a c i l i t i e s .  * .  ’  •

T a g e  1  o f  5
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NOW THEREFORE, Zn c.oniZdcyia.tLon o$ mutual covenants heaeZn contained, 
It Zja mutually agaeed betvecji the. paitZts heacto as faollom, to cact: '

3. .VEFJNIT10NS

Wheat uAcd In theA Contaact:- '

(a) Chatham SchooZ VlAtaict Ahall mean the. Chathm SchooZ VlAtalct, 
[Ruaal Education Attendance Aacn VZ.stiZ.ct Eighteen), oa othca a elated 
agency, oa any AuboadZnattA oa AucccAAoa agency aespousZbZc ioa Achool 
bpeaatZon Zn the village ofa Angoon and theZa hcliA and aAAlgnA.

[b] Contoactoa AhaZZ wean the Alaska Village EleetiZe Cooperative, 
Inc., a CoapoaatZon duly cacat.ed and extstZjig undea the laics o£ the 
State o$ AIo a Iul. .

J[. GENERAL

The Contxaeica, at his expenAC, Ahall paovlde the iaellZticA oa 
neeeAAaxy to a ell and dcZZvca to the Chatham SehcoZ V-iAtaZet, and the 
Chathm School ViAialct AhaZZ puadiaAe £aom the Coninactca aZZ 0$ the 
clcctaic poicca and eneagy ichleh tie Chatham ScJiooZ V-iAtiict way need at 
Angoon.

5. REVENUE GUARtiTEE

(a) The Chathm SchooZ VZAiaZct a ha 11 rav the CcntxactCLtt'tjiibli'.
eztieCj^Jie'icuiidza as mutually. 

agaeed^(i) the A urn o& 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 
j£jt!ifLj&a*£2Z, lo* T h e  one ( D  ^rdu^-JLJsjcLLLLLL'JcrtJtA—
'The one 11) aevenue guaaaatcc AhaZZ be .subfeet to addition cl a -'ncl. 
CQAt adjustment ''■-.Acd.qinaiaiual Kid n\a p r r.n n‘ as a r-'l icd to T lZ^AZZu T 
eonsumeis and ac.r.ula.ied b." the Al.asl:a Public. LltZZdties Ccmr.LsA.Lon.

[b] The Chatham School Vtstaiet .shall be entitled to any discounts 
cuAtomaaZly applicable to payment 0$ bills by any cuStomcx o{± the Conhaatoa.

(c) 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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• ending ... Jit bidding pcAdod, mtdtA conAdandA, comumpdion during dht 
bidding Adod, a n d  Midi o.thtA peAddntnd dado, oa may be. Atqudatd do 
AubAdanddadt dht bidddngA.

.6. BILLING ' ' .

(a) Taijmtndi htAtundtA AhaZZ nod bt made in advance o& ACAvdctA 
AcndtAtd. Tht Chatham SthobZ V-U.tu.cd. A1'jidJL, hcwtvtA, uAt diligence do 
cfificcd paijtntnd alt LiZZt ^o a AcAvdatA AtndtAtd undcA dhJU CendAaed
aidhdn dluA.ii/ (30) dayA fcxom dht date iudi biZZA a/it Atctdvtd.

. . .  •

(b) S LZZa |fax AtAvdct hcjumndt'i AhaZZ bt paid ad dht o^d t t  o& dht
CondAactoA in AnthoAagt, Sdadt of AZtuha.
. • • *•••* • * «7* m i m s m i n ?  . * ‘ . ‘ : :

Tht Chat ham School VZa tided. AhaZZ become a membeA o£ dht ContxacdoA, 
AhaZZ'patj dht mcjr.bzAihdp j(ee o{, $5.00 and bt board hij a uch AuZtA and 
AtguZaddouA ai r,:aj &.iom dimt do dimt bt adopted by dht CondAactoA, which 
ojlc peAddntnd do dht AuppZy and Atttdpd o& 4 eAvdct.

s. c o n t i n u i t y of s e r v i c e . ' .' .  i  • ■ ,

(a) Tht Cond'Acdoa AhaZZ nit AtaAonabZt diZdgtnct do pAovidt a 
conAta,id and r.Urdtuupicd AuppZtj o$ tZtcduc powtA and tntAgy htAtundtA. 
jf(J dht AuppO.il c-J cZtcdAdt poiotA and tncAgj (sail ca bt ZittAAupded, oa 
btccma defective dl'Aougli acd o(, God, GovcAnnicndaZ AiUhoAddtj, acdion 0& 
dht cZcjr.tndA, p u b l i c  enemy, a c cident, AdAdhcA, ZaboA dAoubZt, dnabiZZtij 
do accuac Adgkt-of-icaj, oa antj odhta cauic bttjond dht AtaionabZc condAoZ 
o{t dht CondxacdOA, dht CondAacdOA AhaZZ nod bt ZdabZt dhcAtfioAt oa ioA' 
damag e4 vcauAtd dhtAtbij.

• * * •

(b) In dht event dht ZndcAAup.tdon o& AtAvict dn anij month in 
dht maniitl above dc.icA.ibcd and 4 a.ee/ indcviuption ii £o a a do-taZ pfidod 
in cxccii oj one dan, dht monthly amount due ContxactcA pa'Uuand do 
paAag.Mph 5 (a) (II) 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.

(c) JnteA'iuptionA £o a pCanncd maintenance o a emt/igtnctj AtpaiA 
Ahalt bt coordinated with the Chatham SchooZ VUdAict do dht maxdmiun 
extent fieaiibCt ao ai do minimize dht impact o& dht outage ofi dht Chadham 
School Viidaict optxatioivi.



1« •"

• •

9. DURATION OF CONTRACT • * • . ’ . . ■
• • • • *

• i

TfviA AgAc.cnc.iit A hell 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[  A udi
twelve 112) year period, the Chatham School Dlszic.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 AgAccmcnd fan an additional twelve (12) year 
pcAdod by giving icrdtien notice thereof do the CondAactoA nod les-s than 
90 dayA be fane the end oj the { d u d  tu'clve (12) yeaji period. The Facdliddes 
ChaAge Ahall be $160,000.00 pen location. *- .

* ■ , •

The Chatham School District, by giving nod less than 90 dayA written 
notice do the CondAactoA and payiirg the FacdliticA Charge, Ahall have 
the i g h d  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 A educed by eight and one- 
dhlnd per card (S 1/1%) fan each year oj a q a vIc c following the cxpinadion

the %iAAd twelve (12) ytaA period.
• * , • •

10.’ ACCESS TO SERVICE LOCATIONS . .; .

•
[а] The Chatham School District gaantA do the ContnacdoA, face o £ 

any Kendal'o A sir,liar charge, bud Aubjecd do the limitations specified 
dn tills Contract, a Aevoeable permit do enter the a c a vIc c locations fan 
any proper purpose under this Cunt'uicd, Including use o£ Aide oa Altes 
agAced upon by ■the parities hereto far the Installations, operation, and 
maintenance o\ the faeiliddes o$ the CondnaetoA. Authorized AcpAcscndatdvcs

the ContracdoA will be allowed accesA do the facilities o& 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 
lindens to od, 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 a ecufidy.

(б) The ContraetoA Ahall, at Ids expense, obtain all nights-ofaway 
and caiwjieati ncccSAcory do penmid Id do perfanm under dhiA Contract.
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V .  a l a s k a pub l i c u t i l i t y c o m s s m  .
• • v • •

It 14 thz understanding ofi thz panties that thl6 Agaement 4 halt 
4u.bjc.ct to applicable paovlsloas o$ Alai La AdirAjiiitxative Code, Title 
Past 5, Alaska Public UtlliticA ComnlsAlon, ChapteA 48, Practice'and 
pAoccduAe, AAticle I, Utility Tcuu.^4, Section 390 PAovlslonA o{ Special 
Contiact. ■ . . .

SERVICE AGREEMENT BETWEEN CHATHAM SCHOOL VISTRICT 
' ( R E M  VISTRICT 18) ' .* ' *

AM? ‘
ALASKA VILLAGE ELECTRIC COOPERATIVE, INC.

Approved:

CHATHAM SCHOOL VISTRICT

Approved:

. ALASKA VILLAGE ELECTRIC COOPERATIVE
‘INC.

Title:

.Vote:

./ •

cm
 

cr
-
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• I*

. I •
I .«•

Shishm 
Wal'e 4

' " Gaabell^-^ySavoonga

' T v »

w  Shungnak 
•Sela&iie* ° •

•Huslia

'ountaia
V i l l a g e

kas ?t.

~ m ^ K°yuk

Shaktoolifrr . .j^aitag

S t c b M n s ^ g l / .  M i c h a e l

i-anull^^ f ♦'Grayling
Anvik

• S h a g e l u k / ' ^ .  

/ H o l y  C r o s s

vifste8 i► - K n ' l s k a g - ' ,  .  i 
owe'r Kc

ajiitphuk

Kasigluk

< ,  A ‘  H e k
l . Q u i n h a g a k

G o o d a e w s  B a ^ «  ^ j f t e w  S t u y a t f o k

;5 \ C
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TO: r Carl hroi il
Federal notional Council

DATE * i l a r c h  I S ,  1 0 7 7

trom: Carolyn C). Guess, Cortiiissicncr su3ject: av}.C C ost-o f-Serv ice  Study

I ap-olo^ice lo r  ny tardiness in  brin^in^ you up to  date on " P ro je c t  AVI.C."

As I  stiitaJ. over tiio phono l a s t  i.ec.-:, t:,o Governor has requested a 
suppler/on ta i  appropriation in the aiount o f  5278 .30E to fund a c o s t -o f -  
servico study of the AVY.C u t i l i t y .  ib is  action  vas Laivn bociuso c f  the 
S t a t e ’ s concern tnat :'i.o agencies approached t!ivou-.-;i t.ie fed era l f.at'iona] 
OK.ir.ci I wore oititor unable or u :v i l l i : : «  to  crvnit: on a t ir .o ly  bas is  to 
tiie usidinr. ot’ th is  c ru c ia l  ; v o ie c t . Tlie fiiveuci.-dL d ew rio ra t io n  o f  
AVi:C has continued and ms /Ji.C has been rc.Tcastcd to  orant c  isrp.ciicy 
rato  r e l i e f  to tiio u t i l i t y .  A decision rc.aardii.r t-iir. r o t t e r  i s  ex­
pected by tiie f i r s t  o f  April.

Tho Governor requested tiiat tiio c o s t -c f - s e r v ic e  study he reeicirdnoJ in 
l ig h t  o f  tiio Stare boiiy  tine solo source o f  fundi::;’ and consequently 
tire decision was cade to fund travel by th/e cii-ij..ecri:.r. consultant to 
only h a lf  c f  tho v i l la g e s .  Tnis i s  not an op t il  ran s i tu a t io n  but tiio 
irost f in a n c ia l ly  p rac ticab le  Lu l ip ;i t  o f  r e a l i t y .

We would request that tr/e mor.ior. (*20,D00 1 believe) tiio Alaska i'-over 
/:\'::uiislratiou indicated would be ava ilab le  for thus study bn forli;Co:u:i<; 
aid i t  would !.u tne in tent o f  ts.-e /ui.'d v/ith concurrence fro::: v a  success­
ful contract bidder hint any federal d o lla rs  vidca bocore ava ilab le  
rej)lace ti/e deduction j-adc in  o n - s i t c  Ciijincerinp an alysis  o f  tire v i l la g e  
generation f a c i l i t i e s .

V.'c spol.e o f  the p o s s ib i l i ty  o f  1l/e bureau o f  i.onu '-ana^c-sicnt providing 
one of i t s  planes and p i lo ts  as an in-i.ir.u ccntribution  h.v tiio In te r io r  
iXenurti.vaiit. 1 he question o f  tiie l i a b i l i t y  o f  tiio federal ;.-ovcri::.out 
was discussed and I believe you \ ere to check ou whether tiio .'date
of Alesha could purcnaso an insurai.ee p o licy  to preclude fed era l l i a b i l i t y .  
I s  there any v.ord on th is?

X w ill  he in contact wit!; Mr. Guy • la r i in ,  cu rrently  tiio Ooixsissior.cr o f  
J i itura i iiesou.rccs for the State  o f  Alaska and 1 re s id e n t  C a rter ’ s no:linco 
fo r  A ssistant becrotury c f  Lie In ter io r  fc'r land and hater "esources 
to detor/iine i f  a itolioy decision at. the '.'.‘a shiny ton le v e l  would be 
b e n e fic ia l  to the proposed in-hind contribution o f  tie; bepar tr.cn t  o f  

. I n te r io r .

n r * !  '
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March 13 , li>77 
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T h o  a c c o u n t i n g  r e s p o n s i b i l i t i e s  f o r  t h o  c o s t - o f - s o r v i c c  s t u d y  a r e  
e s t i v a t e d  t o  c e n s u r e  1 2  r a n -  v . e c i i s  f o r  S a c c o u n t a n t s .  i / e  b o t h  a g r e e d  

t h a t  t h e  a g e n c i e s  a f f e c t e d  w i t h i n  t h e  F e d e r a l  d c r . i o u a l  C o u n c i l  w o u l d  h e  

u n a b l e  t o  p r o v i d e  i n - } ; i p j  c o n t r i b u t i o n s  o f  t i b s  ' - . l y r - i t u ’ e .  i i o v o v c r ,  
a n y  r e s o u r c e s  t l . a t  a r c  a v a i l a b l e  t o  a s s i s t  i n  t h e  a r e a  o f  t h e  r i a n a j j e -  

n c n t  a u d i t  o f  AVLC c o u l d  b o  o f  i t s o u n s c  a s s i s t a n c e .

T h e  r . u t r : a i ; e r !e j i t  a u d i t  w i l l  a d d r e s s  t h e  p r e s e n t  p r a c t i c e  o f  t h o  AVliC  

o p e r a t i c : - ,  i n  o r . - . o r  t o  d o t c r . r i a c  w h e t h e r  t h o  s y s t o r t s  c u r r e n t l y  u s e d  

a l l o w  AVliC t o  f u n c t i o n  i n  t i . c  r . o s t  e f f i c i e n t  m n n c T .  I n  a d d i t i o n ,  t h i s  
j t i r t  o f  t h e  s t u d y  s h o u l d  a d d r e s s  t h e  ( - n u l i t y  o f  s e r v i c e  t h a t  i s  h e i r , "  

p r o v i d e d ,  t i i e  w a y s  t o  i r . o r o v e  t i i e  s e r v i c e ,  a n d  ( i n  c o r n  u n c i  i o n  w i t h  t . 'se  
e n g i n e e r s  a n d  a c c o u n t s  i t s )  t h e  c o s t  t o  h r . i r . t r  s u b s t a n d a r d  s e r v i c e  t o  a  
r e a s o n a b l e  a n d  r e l i a b l e  l e v e l .  C u e  o f  t h e  r a r e  i m p o r t a n t  p r o b l e m s  w h i c h  
t i d e  u s , . ‘e c t  o f  t h e  s t u d y  r r . u s t  a d d r e s s  i s  t h e  i r . p a c t  o f  l o a d  . j r o w t h  o r .  
e x i s t i n g  AYF.C s y s t e m s  i r e : 1. ID D  h o u s i n g  u n i t s ,  t h o  u p g r a d i - n g  b y  t l i e  

P u b l i c  ,h e a l t h  b a r / i c e  o f  e x i s t i n ' . ’ f a c i l i t i e s ,  t h e  v i l l a . r e  s o r e r  a n d  
w a t e r  s y s t c r . s ,  a n d  t h o  c o n s t r u c t i o n  a : - : :  a d d i t i o n s  t o  s c r . o o i  b u i l d i n g s .  
E x a m i n a t i o n  o f  t i . e  o r i g i n a l  CF.O c o n d i t i o n s  n l a c c d  i r o n  4 '• ‘ l '.( ■ V/J i i c h  a r c  

s t i l l  i n  e f f e c t  r u s t  h e  a n a l y s e d  t o  d e t e m i o c  t i i o  e f f e c t  o f  i r n o s i n g  
s e l f - h e l p  c o n s t r a i n t s  o r .  an .  o r g a n i s a t i o n  r e p a i r e d  t o  e r a  v i n o  e l e c t r i c  
s e r v i c e s . ' i n o  t r a i n i n g  c f  p l a n t  o p e r a t o r s  a t  t h o  S e w a r d  .‘- h i l l  C e n t e r  

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

o f  t i i e  g e n e r a t i o n  f a c i l i t y  i n  t l i e  v i l l a g e .

I f  y o u  b e l i e v e  a n  a p p e a r a n c e  b y  S u e  G r e e n e  o r  r y s o l f  a t  t i i o  f e d e r a l  

I t e g i o i i a l  C o u n c i l  A p r i l  m e e t i n g  c o u l d  s h a k o  a n y  d o l l a r s  o r  i n - k i r d  c o n t r i ­

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

CSGnus
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Commiss i o n c r
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DATE

SUDJECTi

J a n u a r y  2 1 ,  1 9 7 7

An U pdate o f  t l ie  S t a t u s  o f  
A l a s k a ' s  R e q u e s t  to  th e  F e d e r a l  
R e g io n a l  C o u n c i l  f o r  A s s i s t a n c e  
Through t h e  J o i n t  Funding 
S i m p l i f i c a t i o n  P r o c e s s  t o  Fund 
a C o m p reh en siv e  C o s t  o f  S e r v i c e  
S tu d y  f o r  AVF.C

As o f  t h i s  d a t e ,  i t  i s  my u n d e r s t a n d i n g  t h a t  th e  F e d e r a l  R e g io n a l  
C o u n c i l  has s e c u r e d  f o r  t h i s  p r o j e c t  $ 2 0 , 0 0 0  from th e  A la s k a  
Pov.'cr A d m i n i s t r a t i o n .  I t  a p p e a r s  from c o n v e r s a t i o n s  v/ith C arl  
Brown, s t a f f  member a s s ig n e d  to  t h i s  p r o j e c t ,  and Dave D a u g h e r ty ,  
s t a f f  to  t i ie  F e d e r a l  R e g io n a l  C o u n c i l ,  t h a t  e v e r y o n e  r e a l i s e s  
t h e  im p o r ta n c e  o f  s o l v i n g  t h i s  p ro b le m  b u t  nobody e x c e p t  th e  
A la s k a  Power A d m i n i s t r a t i o n  can  f i n d  t i ie  money.

I t  i s  my u n d e r s t a n d in g  from  Mr. Brown t h a t  t h e  BIA was a p p ro a ch e d  
and th e y  have s a i d  "no d o u g h ."  I h ave a t t a c h e d  a l e t t e r  from tiio 
a c t i n g  a r e a  d i r e c t o r  o f  th e  BIA w h ich  I f i n d  q u i t e  i n t e r e s t i n g  in 
t h a t  lie i s  v e r y  s u p p o r t i v e  o f  t l ie  s t u d y ,  a s k s  many q u e s t i o n s  t h a t  
need t o  be  a n sw e re d ,  bu& c a n n o t ,  f i n d  any fu n d s  f o r  th e  p r o j e c t .
An i r o n i c  n o t e  h e r e  i s  t i ie  se co n d  a t t a c h m e n t  w h ich  a n n o u n ce s  a 
$ 5 0 , 0 0 0  g r a n t  f o r  t l ie  d e v e lo p m e n t o f  a t a n n e r y  by th e  n o n - p r o f i t  
arm o f  th e  B e r in g  S t r a i t s  N a t iv e  C o r p o r a t i o n .  A lth o u g h  i t  docs  
n o t  sa y  where tho ta n n e r y  would be l o c a t e d ,  I am s u r e  a t a n n e r y  
r e q u i r e s  power and i t  i s  l i k e l y  t h a t  we c o u ld  be s p e a k in g  o f  an 
AVF.C v i l l a g e .  I f a i l  to  u n d e r s ta n d  t l ie  p o s i t i o n  o f  BIA to  p r o v id e  
g r a n t  m on ies  f o r  d e v e lo p m e n t o f  i n d u s t r i e s  b e f o r e  we s o l v e  th e  
c r i s i s  problem  o f  e l e c t r i c i t y  in  r u r a l  A la s k a .

I t  i s  a l s o  my u n d e r s t a n d in g  t h a t  EDA lias b een  a p p ro a ch e d  f o r  me „y 
and t h e r e  i s  a q u e s t i o n  a s  to  what can  be p r o v id e d .  I sp ok e  i J i  
Mr. C lyd e C o u r t n a g c ,  t h e  A la s k a  D i r e c t o r ,  and lie b e l i e v e d  thr 
W a s h in g to n ,  i f  th e  com m itm ent were r e a l l y  made to  fund t h is  r >- 
j e c t ,  would f i n d  m on ies  w i t h i n  EDA.

I t  i s  my u n d e r s t a n d in g  t h a t  Mr. Brown, who met w ith  S e n a t o r  G ra v e l  
oji F r i d a y ,  J a n u a r y  2 1 s t ,  was a l s o  t o  c o n t a c t  IIF.W and CSA lo  d e t e r ­
mine who th e  r th e v  c o u ld  f i n d  funds f o r  t h i s  p r o j e c t .  S e n a t o r  
G r a v e l  p r o b a b ly  lias a more r e c e n t  u p d a te  oil t h i s  th a n  I .

Our m o d if ie d  r e q u e s t  to  a c c o m p l is h  th e  c o m p r e h e n s iv e  c o s t  o f  
s e r v i c e  s tu d y  i s  $ 3 1 7 , 8 1 7  o f  which A la s k a  w i l l  commit one t h i r d ,  
$ 1 0 5 , 9 3 9 .  We a ” e r e q u e s t i n g  two t h i r d s  o f  th e  t o t a l  co st ,  th rou gh  
t h e  F e d e r a l  R e g io n a l  C o u n c i l ,  $ 2 1 1 , 8 7 8 .

1 t h i n k  a c o n t in u e d  s o u r c e  o f  f r u s t r a t i o n  f o r  t h o s e  o f  us who 
a r e  w o rk in g  i n t e n t l y  to  f i n d  th e  m on ies  to. fund th e  c o s t  o f
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M arvin  R. W e a th e r ly  - 2 -  J a n u a r y  2 1 ,  1977
C om m ission er

s e r v i c e  s tm ly  i s  th e  f q c t  t h a t  t i ie  f e d e r a l  g ov ernm en t r e a l l y  
has  more t o  l o s e  by a d y s f u n c t i o n  o r  b a n k r u p tc y  o f  AVliC than  
Die s t a t e .  S e n a t o r  ( '.ravel was l e f t  a cop y  o f  our p r e s e n t a t i o n  
t o  t h e  F e d e r a l  R e g io n a l  C o u n c i l  in  which d o c u m e n ta t io n  was p r e ­
s e n t e d  i n d i c a t i n g  a c o n s e r v a t i v e  e s t i m a t e  o f  f e d e r a l  d o l l a r s  
w hich  have been  i n v e s t e d  i n  AVliC v i l l a g e s  in  f a c i l i t i e s  which 
r e q u i r e  r e l i a b l e  power. F or  i n s t a n c e ,  HUD has a minimum o f  
$ 2 9 , 0 0 0 , 0 0 0  in  t h e s e  v i l l a g e s ,  t h e  B a r t l e t t  Program s have 
$ 2 , 0 0 0 , 0 0 0 ,  HDA has a minimum o f  5 2 , 0 0 0 , 0 0 0 ,  FAA has p la n s  
a t  S t .  Mary f o r  e x p a n s io n  which co u ld  t o t a l  $ 1 , 0 0 0 , 0 0 0  and 
t h e  w a t e r  and sew er  s y s te m  in v e s t m e n t  by th e  A la s k a  N’ t i v c  
Ilea 1 t!i S e r v i c e  t o t a l s  $ 2 7 , 0 0 0 , 0 0 0 .  T h e se  f i g u r e s  do n o t  ta k e  
i n t o  c o n s i d e r a t i o n  t l ie  ch a o s  t h a t  th e  v i l l a g e  h e a l t h  p rogram s 
would u nd ergo  i f  a r e l i a b l e  s o u r c e  o f  power co u ld  n o t e  be p r o ­
v id e d  .

J know t h a t  M ik e 's  o f f i c e ,  th ro u g h  R ic k  Ales, i s  p u r s u in g  t h i s  
m a t t e r .  Any a d d i t i o n a l  in f o r m a t i o n  t h a t  i s  needed we w i l l  p r o ­
v i d e .  I m ight add t l i a t  I w i l l  he i n  K an sas  C i t y  th e  t h i r d  week 
in  F e b r u a r y .  In th e  e v e n t  t h e r e  would be a n y t h in g  I c o u ld  do 
t o  e f f e c t  p o s i t i v e  a c t i o n  r e g a r d i n g  t h i s  s u b j e c t  I c o u ld  jo u r n e y  
to  D .C. on th e  1 7 t h .  As you know, M arv, A la s k a  has co m m itted
i  1 c ^ liavo pnrl r>pr a^filirv  bps d ll'1 r)/">nv> cnr. rn n rn v ir lp
money. What we need now i 5  f o r  t h e  f e d e r a l  g ov ernm en t to  g iv e  
more th a n  l i p  s e r v i c e  t o  t h i s  p r o j e c t .

CSG: dim

A tta c h m e n ts
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70 : r Sue Greene
O ffice o f  the Governor

date i February 7 ,  1977

Carol mi S. Guess, Commissioner AVEC C ost-o f-Serv ice  Study
,K0M: ' SU0J£CT; by the APUC

A co s t -o f -s e rv ic e  study o f  tlie Alaska V illag e  E le c t r i c  Cooperative, Inc.
(AVEC), serv ice  area w ill  include accounting, engineering and a manage­

ment audit.  'Die accounting and engineering work w i l l  provide data on 
a v i l la g e -b y -v il la g o  basis  including tlie cost  to provide each c la s s  o f 
user (r e s id e n t ia l ,  commercial, school, public  build ings, s t i 'c c t  l ig h t s )  
v/ith e l e c t r i c  serv ice .

Hie management audit will address the present p ra c t ice  o f  the AVEC 
operation in order to determine whether tlie systems currently  used 
allow AVEC to function in tlie most e f f i c i e n t  manner. In addition , th is  

' part o f the study should address the q u ality  o f serv ice  that i s  being 
provided, the ways to improve the se rv ice ,  and (in conjunction with tiie 
engineers and accountants) tiie co s t  to bring substandard serv ice  to a 
reasonable and r e l i a b le  le v e l .  One o f  the more important problems which 
th is  aspect of the study must address is  tho impact o f  load growth on 
ex is t in g  AVEC systems from liUD housing u n its ,  the- upgrading by the 
lAiblic Health Service o f  ex is t in g  f a c i l i t i e s ,  tlie v i l la g e  sewer and 
water systems, and the construction and additions to school buildings. 
Examination o f  the orig in a l 0E0 conditions placed upon AVEC which arc 
s t i l l  in e f f e c t  must be analyzed to determine the e f f e c t  o f  imposing 
s e lf -h e lp  co n stra in ts  on an organization required to provide e l e c t r i c  
serv ices .  The tra in ing  o f  plant operators a t  the Seward S k i l l  Center 

, should be evaluated in terms of tlie s k i l l s  necessary to provide operation o f  the 
• generation f a c i l i t y  in the v i l la g e .

Tlie following i s  an educated estimate o f a t o ta l  c o s t -o f -s e r v ic e  study 
of AVEC under the d irectio n  o f  the .Alaska Public U t i l i t i e s  Commission 
(APUC). A u t i l i t y  f in a n c ia l  analyst w il l  lie assigned by the Commission 
to coordinate the p ro ject  and to report d ir e c t ly  lo  one o f  the Commis­
s ioners. In addition, an APUC engineer sp e c ia l is in g  in e l e c t r i c  
generation w ill  give d irec tio n  to the engineering aspects o f tlie study.
I t  i s  assumed th at tlie accounting and engineering components o f  the 
AVEC study w i l l  be contracted to experienced firms within Alaska. At 
the present time i t  i s  not known who, other than SCS Boeing, may he 
in terested  in conducting the management audit.

Three s t a f f  o f  the APUC have spent 15 hours going through the data that 
is  a v a ilab le  in the Anchorage headquarters o f AVEC. The accounting and 
engineering estimates are based on th e ir  findings and analysis  o f  the 
work necessary to provide tho co s t  o f serv ice  by v i l la g e .

«
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Accounting

Tlie end product w il l  provide tlie data on which tlie APUC can determine 
ju s t  and reasonable ra te s  for the AVTC system. I t  w i l l  a lso  give the 
policy  makers tiio co sts  to provide e l e c t r i c  se n d e e  by v illag e ',  by REAA 
d i s t r i c t ,  by geographical location  and by tlie e n t ir e  system (and other 
groupings i f  desired).

Of the ex is tin g  plant in  se rv ice ,  two-thirds has not been c l a s s i f i e d  
according to the Uniform System o f Accounts ( c la s s i f i e d  as to generation, 
transmission, d is tr ib u tio n  and general c a te g o r ie s ) .  A portion o f  each 
c la s s i f i e d  category must be a lloca ted  to each v i l la g e .  A revenue req u ire ­
ment for each v i l la g e  cannot be determined u n t i l  th is  i s  done. The 
estimate for th is  part o f the study i s :

Four accountants a t  $150* per hour®
$6,000 per week®
$72,000 fo r  12 weeks

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

The accounting records o f  AVEC's operating expenses are kept on a system­
wide b a s is .  In order to  determine the revenue requirements o f  eacli 
v i l la g e ,  these expenses w il l  have to be broken down and a lloca ted  to  cacli 
v i l la g e ,  for rate-making purposes, operating expenses are determined, 
normalized for a te s t-y e a r  period, and proforma adjustments arc  made when 
there arc known and measurable changes. I t  i s  assumed th at tlie t e s t  year 
to  be used w ill  coincide with tlie interim request for  r a te  r e l i e f  presently  
before tlie Commission (Ju ly ,  1975-Ju ly , 1976). Tlie estim ate for th is  
portion o f  the study i s :

Four accountants a t  $115* per hour®
$4,600 per week®
$55,200 fo r  12 weeks

*(1  accountant a t  $40 per hour; 3 a t  $25 per hour)

Engineering

Assuming that tlie engineering data a t  AVEC's headquarters tracks with 
the f ie ld  v e r i f i c a t io n ,  tho engineers w il l  p ro je c t  the load growth and 
determine the demand on each v i l la g e  system o f  each c la s s  o f  user. 'The 
estimate for th is  part o f  the study i s :

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

*($400 daily  ra te )  1

Rate liesi gn . , -   »-*, .

Accountants u t i l iz in g  the te s t-y e a r  data and assumptions made from the 
engineering information wi.ll he able  to produce r a le  designs for each
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c la ss  o f  consumer in each v i l la g e  lo ca t io n .  V ariations o f  ra te  designs 
w ill  be r e la t iv e ly  easy to e f f e c t  and could give such desired information 
as the e f f e c t  o f reg io na liza tio n  on-AVF.C r a t e s ,  the e f f e c t  o f  investment 
necessary to produce reasonable q u ality  o f  serv ice  conditions where 
problems e x is t ,  the e f f e c t  o f  recen t generation a cq u is it io n  on tlie co s t  
to serve. \

Two accountants a t  $100 per hour®
$800 per day®
$S,000 for 2 weeks 

Computer lease/ $4,000 (conservative estim ate) 
support _______

$12,000

Management Audit

li t is  estimate i s  based on numbers provided by SCS Pxieing a f t e r  spending a 
morning with Mr. Modson, Manager o f  AVTC, and conferring with APUC s t a f f .

Professional services/officc/$4 4 0 per day fo r  80 days®$35,200 
f ie ld

Travel--Seattle/Anchorage® • $ '2 ,7 6 0
(11 t r ip s )

Per diem--AncJiorage/40 days $ 1,800
($45 per day)

TOTAL $39,760

WORK OUTSIDE ANCHORAGE

Tlicre must be an analysis o f  tlie e x is t in g  v i l la g e  u t i l i t y  plant by the 
engineers. Included in the study i s  travel, to approximately h a lf  o f  t h e  
v i l la g e s .  I t  i s  assumed that tlie management audit personnel w i l l  a c ­
company tlie engineers to a portion o f  the v i l la g e s  v is i t e d .

A sampling o f  approximately twenty v i l la g e s  wijll be used with one t r ip  
out o f  Kotzcbuc/Xomc, one out o f  lie the 1 ; one^o'f Dillingham and one out 
o f  Fairbanks. The condition o f  the u t i l i t y  plant w i l l  be determined, 
tlie load tes ted , and tlie accuracy o f  the e x is t in g  Anchorage data w i l l  be 
checked. The estimate th at follows i s  based on very rough figures from 
two engineering firms in  Anchorage with tlie assumption th at a company 
plane i s  used.

Travel--two days in 20 AVEC
v i l la g e s  (includes trav e l to
and from v i l la g e )  $15,400

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

The assumptions made on the amount o f  time spent in  the v i l la g e s  a rc  that
(1) optimum weather conditions prevail and (2) the v i l la g e  plant operator 
i s  a v a ilab le  during the v i s i t .  (Communications by radio-phone is  d i f ­
f i c u l t  and even nonexistent in  many o f  these v i l l a g e s . )



Sue Greene
Page 4
2-7-77

Kotzebue/Nome--5 v i l la g e s  
2 jicoplc x $07 $ 670.00

B e th e l- -6-7 v i l la g e s  
2 people x $65 910.00

Dillingham--4 v i l la g e s
2 people x $49 392.00

Fairbanks--3 v i l la g e s  
2 people x $SS 348.00

TOTAL $2,320 .00

Summary o f  Direct Costs o f  AVEC Study

.Accounting (ra te  base) $ 72,000
Accounting (operating expenses

for te s t  year) 55,200
Engineering (Anchorage) 17,600

(f ie ld / trav e l)  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£ in d ire c t  co st  and administration

$23,028

.p lu s  an amount for contingencies $25,000

TOTAL . ' $278,308

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

Additionally, included in the proposed estimate to the Federal Regional 
Council was a research analyst I I  (Range 16A a t  $1,630 per month). I t  
would appear that th is  position  would ensure th at information of past and 
present concerns, problems and fru stra t io n s  regarding serv ices  provided by 
AVEC which e x is t  in many agencies (Dept, o f Environmental Conservation, 
Community and Regional A ffa irs ,  e t c . )  would be an in teg ra l part o f  the 
management a n a ly sis .  An estim ate o f  RA11 sa lary  for s ix  months i s  $9,7S0 
plus any b en efits  which nviy accrue to a temporary position . This position 
could be funded by the Al'UC within i t s  ex is t in g  personnel budget.

There i s  no d o llar  amount provided in th is  budget fo r  testimony by tlie 
p artie ip an ts  before the Al’lIC when i t  determines AVEC's permanent ra tc_  
request and a now ra te  design. I f  the Commission i s  allowed to transfer
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sone Personnel monies to Contractual .Services and encumber same fo r  F is c a l  
'7 8 ,  i t  w ill  have the necessary d o lla rs  fo r :

Testimony o f  two accountants, one
engineer, one management s p e c ia l i s t  »
@$400 per day for ten days ( th is
includes tlie work involved in p r e - f i l in g
testimony) $16,000

Transcript o f hearing 4,000
(1600 pages a t  $2.50 per page)

TOTAL $20,000
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B a ckground information.* Supplement to p r e - a p p l i c a t i o n  of tha S t a t e  of Alaska

for a grant to effect ?. compraholtsive a s s e s s m e n t  of 

the cost of service of che A l a s k a  Vi l l a g e  Electric 

Cooperative to p rovide e l e c t r i c  p o w e r  i n * 4 6  A l a s k a  

Vill ages

* in the p r e - a p p l i c a t i o n  4S v i l l a g e s  w e r e  included.

The v illage of Foir.c H o p e  is r.c lon ge r in the s e r v i c e  

area of A V E C  and it is e x p e c t e d  that A n g o o n  w i l l  be 

transferred to the T l i n g i t - H a i d a  R e g i o n a l E l s e t r i e  

Authority.

W H A T  IS TH E PROBLEM:

The financial via bi l i t y  of the Alaska V i l l a g e  E l e c t r i c  C o o p e r a t i v e  ( A V E C ) , w h i c h  

currently serves 46 remote villages in A laska, is t h r e a t e n e d  by theless of r e v e n u e  

from the Sta t e  School (REAA) contracts.
r .  *.

For fiscal 1976, $833,306.58 in revenues or 26% of the tots] AVF.C r evenues of 

$3,218,144 w e r e  received from the State (REAA) Schools.

If the. State (REAA) Schools refuse to s i g n  long term contracts wit h  AVEC, it is 

expected that the Bureau of Indian A f fai rs  Schools will do likewise. Curre n t l y  

their revenues, $2,425,127 for fiscal 1976, p r o v i d e  29.1% of the total amount 

received b y  the Cooperative. Together, the revenues from all s c h o o l s  contr a c t s  

(including the independent school districts) a r e  61% of the total revenues of AVEC. 

(Exhibit 1).

. T H E R E  IS 110 O T H E R  SOURCE O F  R E V E N U E  TO O F F S E T  T H E  L O S S  O F  S C H O O L  C O N T R A C T  DOLLARS.

WHY HAS THIS H A P P ENED?

The last hal f  of the 1 9 6 0’s w e r e  m a r k e d  w i t h  muc h  i n t erest and efferts by the 

J ohnson A d m i n i s t r a t i o n  in prog rams to i m p r o v e  the s t a n d a r d  of living for the 

economically disadvantaged. Vista, Peace Cor p s  and 0E0 w e r e  f a m i li ar  w o r d s  on the 

front pages of the newspapers. Alaska's late S e n a t o r  Bob B a r t l e t t  was able to i n t erest 

the po l i c y  m a k e r s  in ’’■•shington to c o n s i d e r  e l e c t r i f i c a t i o n  of villa g e s  in remote 

areas of Alaska. Only through e l e c t r i fication, it was argued, could tlie d e p r essed 

standard of living of A l a s k a’s nat i v e  p e o p l e s  l>c raised and the thought of s e l f -  

help programs and economic develo pm ent  be entertained.

The c o o p e r a t i o n  of state and federal agenci es  gav e  bir t h  to A VEC in 1968 and then 

G o v e r n o r  Mi c h e l  appr oved tho v e nture in M a r c h  of that year. The O f f i c e  of Economic 

O p p o r t u n i t y  agreed to provide grants for oper a t i o n ,  tlie U. S. D e p a r t m e n t  of Labor 

agreed to p rovide funds to train the o p e r a t o r s  of the system, the Rural Mice.triticatlet 

A d m i n i s t r a t i o n  agreed to pr ovide '..lie capital  necessary for g e n e r a t i o n  an d d i s t r i b u t i o n  

of p o w e r  and the bureau of Indian Af f a i r s  agreed, as did tho State, of Ala s k a  thrcuivh 

the. Al a s k a  Sta l e  Opera t e d  School System, to purchase, e l e c t r i c i t y  for their schools* mi 

a flat m o n t h l y  charge.



^ Aciord.'ng to those involved at the i n c e p t i o n  of AVI.C, then* was liLLlcdat? to 

determine what it wou l d  cost to serve, remote villa g e s  w i t h  reliable power. An 

"educated g u e s o - ti ma tc " was the best a n y o n e  cou ld provide.

T he Importance of this pr oject w a s  given national a t t e n t i o n  w h e n  In 1.969 S e n a t o r  

Ed ward Kennedy, V i c e -P re sid en t-e le ct W a l t e r  M o n d n l e  and former State. S e nator W i l l i e  

Hensley travelled to some of the first v i l l a g e s  e l e c t r i f i e d  by AV EC. The commi t m e n t  

to m ake AVF.C w o r k  g r e w  stronger.

However, the revenues AVEC were r e c e i v i n g  w e r e  not enough to cov er their o p e r ating 

expenses. To cover the deficit, the c o n t r a c t  with the Sta t e  and BIA was increased 

from the initial amount of $1200.0 0 per month, to $2000 . 0 0 ,  to $2600.00, until tiie 

present c ontracted amount of $2025.00  p e r  month.

Things w ere p r o c e e d i n g  better. In 1972 A VEC showed a profit M a r g i n  for the first 

time. Enter the T r a n s -Alaska Pi peline. M a n y o f  AVEC's trained village operators 

wh o  then end today are being paid $ 2 6 0 . 0 0  p e r  mon t h  w e r e  lured away by jobs that 

paid $2000.00 per month. A VEC did not escape the i n f l a t i o n a r y  spiral that hit every 

.electric ut ility in this country no r the oil e m b a r g o  of 1976 that ser.L the cost of 

diesel fuel rising.

In 1971 the Al a s k a  Public Ut ilities C o m m i s s i o n  was cr e a t e d  v/ith authority to regulate 

all private and some publ ic utilities in the State. T h e  i n i t i a l  races and special, 

contracts established by AVEC came und e r  a g r a n d f a t h e r  clause. There was no analysis 

of the revenues required to serve, n o r  the equity of the e x i s t i n g  rate s t r u c t u r e

Tho 1975 legislature enacted AS 16.03 whi c h  r e p ealed the St a t e - O p e r a t e d  Schools 

Act and created in its place R e g ional E d u c a t i o n a l  A t t e n d a n c e  Areas (K5AA) w h o s e  

responsibilities include the delivery of e d u c a t i o n a l  s e r v i c e s  in rural A l a s k a .  The. 

REAA's are governed by Boards of Directors, e l e c t e d  by re sidents of the affected 

villages, and they h ave autonomous r e s p o n s i b i l i t y  to e x p e n d  the educ a t i o n a l  dollars 

allocated to their districts as they see fit. It is good m a n a g e m e n t  for these elected 

officials to question past expenditures in terms of v a l u e  received, lienee, the 

scrutiny of the cost of purchasing e l e c tr ic  pow e r  for the schools from AVEC.

Is the flat purchase power ag reement in the b e s t  i n L a r e s t s  of the REAA's? Could 

the R E A A ' s produce the electric power r e q uired for educ a t i o n a l  p u r poses for less 

dollars and divert: here tofore allocated u t i l i t y  dollars to e d u c a t i o n a l  needs? If 

cubsidy is necessary for the village resident, is this net a co mmunity problem, 

rather than an educational one? The s e  are the q u e s t i o n s  that hav e  bee n  and arc bei n g  

raised today by the R E M  boards. And w i t h o u t  the d ata i n d i c a t i n g  the costs to 

deliver electric power in remote Alaska, no one has the answers.

WHAT H A PPENS I F  A V E C  GOE S  " B E LLY-UP?"

The State and the Federal government w i l l  hav e  to take immed i a t e  steps to protect 

the investment that has been made in these, v i l l ages. (Exhibit 2) If a planned, o r d e r l y  

collapse could lie effected;a tremendous e xpense w o u l d  be i n c u r r e d  in order to b r i n g  

continuing reliable power to tlie villages to pro e c t  the i n v e s t m e n t  already there 

ond Lo provide for future power needs.

Realisti cally, planned collapse rarely happens. E v e ryo ne  invol v e d  wou l d  try to save 

the existing system. Without tho revenues, these m e a s u r e s  w o u l d  fall sh ort of achieving 

the goal and tlie article that appeared in the D e c e m b e r  3, 1976 issues of the Ancho r a g e  

New s  (Exhibit 31 wi.il reappear for every v i l l a g e  this im p o r tant C o o p e r a t i v e  serves.
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Tiicrc ir, no estimate that can bo g i v e n  at this time of the e x p e n d i t u r e  required In 

each villaig to secure a safe, reliable p o w e r  source. A V E C  has a S 1 3 , 231 , 9T7 i n v e s t­

ment in utility plant as of S e p t e m b e r  197G; these are 1 9 G C - 7 G  doll ars. Add a

conservative a verage inflation factor of 0 7 . —  a r./nimum of $15 m i l l i o n  d o llars w o u l d  

b e  required. This docs not include any o v e rhead e x p e n s e > n o r  docs it take inLo 

consideration expenses Incurred to m e e t  e m e r g e n c y  s i ; u ations.

IS T HE R E  A  S OL UT IO N?

The consensus of A laskan officials w h o  hav e  d i s c u s s e d  this p r o b l e m  s i n c e  M a r c h  o f  

this year is that the basic cost of s e r v i c e  data m u s t  be d e t e r m i n e d  b e f o r e  any

decisions arc made. A  cost of s e rvice s t u d y  is a p r e c u r s o r  to the d e t e r m i n a t i o n  of

which class of consumers snail pay w h a t  p e r c e n t a g e  of the costs of service. X  cost

of service study of AVEC has never b e e n  u n d e r t a k e n  —  if it had b e e n  in 1968,

these villages would probably still be in the dark. • •

The state agency charged with the r e s p o n s i b i l i t y  of e s t a b l i s h i n g  just, r e a s o n a b l e  

and non-discriminatory rates is the APUC. W i t h  p r o p e r  funding, this agency w o u l d  

provide the study in question and then render its j u d g m e n t  r e g a rding w h a t  revenues 

are need ed in ord e r  to maintain a vi a b l e  u tility . In ad dition, the A P U C  mus t

determine tlie most equitable rate s t r u c t u r e  for all consumers.

An indpciulent study as proposed in A l a s k a ' s  p r e - a p p l i c a t i o n  w o u l d  g i v e  the d e c i s i o n  

makers'of the REAA's the true cost to serve, regar d l e s s  of w h o  is d e l i v e r i n g  the 

service. If a state subsidy is r e q u i r e d  in some areas in ord e r  to m a k e  pow e r

available to the'yillagc resident at a r e a l i s t i c  cost, this st udy w o u l d  p r o v i d e  that

information.

A l a s k a  believes that it is in the bes t  i n t e r e s t  of all a g e n c i e s  w i t h  e x i s t i n g  and 

proposed programs dependent on a reli able p o w e r  s o u r c e  in those v i l l a g e s  to effect 

the proposed comprehensive assessment of the cost to p r o v i d e  e l e c t r i c  p o w e r  in 

Al askan villages. This study can r.ot only p r e v e n t  the finan c i a l  c o l lapse of AVEC,

hut can serve as a basis for p l a nning for "uture e l e c t r i f i c a t i o n  p r o g r a m s  in other

remote villages. Additionally, this study could p r o v i d e  the found a t i o n  for 

e s t a b lishing sound long-range p l a n n i n g  for sta t e  s u b s i d i z a t i o n  polic i e s  in rural 

electrification as well as enhance joi n t  f e d e r a l - s t a t e  i n v e s t m e n t s  in the future.
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I ,  the u nders ig ned , an em p lo ye e  o f  the S tate o f A laska , do  hereby  ce rt ify  

th a t the m ic r o f ilm  images on  th is m ic ro fo rm  are accurate rep roductio ns  

o f  the o r ig in a l records o f  the State o f A laska as a ccum u la ted  d u r in g  the 

regu lar coursa o f  business, and tha t it  is the estab lished p o lic y  and  p ract ice  

o f  th is  S ta te to  m ic r o f i lm  its records and to dispose o f the o r ig in a l records 

after m ic r o f ilm  rep rod u c t io n s  have been m ade .

Date
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Mr. President:

The Committee on Finance has had HB 286

amending FY 7(i appropriation act
under consideration. A majority of the members of the Committee

/, / recommends it do pass

/ / recommends it do not pass

/ / recommends it do pass with attac hed amendment(s)

/ / recommends it be replaced with CS for ____________________________ and that

CS for _______________________  do pass

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

committee

/ / reports it back without recommendat ion 

/__/ AND attaches a report of its intent 

/ / (other)
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Introduced: 2/28/77
Referred: Finance

IN THE HOUSE BY THE FINANCE COMMITTEE

HOUSE BILL NO. 286 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE -  FIRST SESSION 

A BILL

For an A ct e n t i t l e d :  "An Act amending th e  FY 76 G e n e ra l  A p p r o p r i a t i o n s  A c t ;

and p r o v id in g  f o r  an e f f e c t i v e  d a t e . "

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

*  S e c t i o n  1 .  S e c t i o n  1 ,  ch .  2 0 9 ,  SLA 1975 i s  amended to  r e a d :

S e c t i o n  1 .  The sum o f  $ 5 5 3 , 2 0 4 ,0 0 0  [ 5 5 3 , 5 6 4 ,0 0 0 ]  i s  a p p r o p r ia te d  

from th e  g e n e r a l  fund and from th e  u n r e s e r v e d  s p e c i a l  a c c o u n ts  in  th e  

g e n e r a l  fund f o r  th e  p e r io d  s p e c i f i e d ,  to  be a p p o r t io n e d  a c c o r d in g  to  

th e  s c h e d u le s  in  s e c s .  16 and 17 o f  t h i s  A c t .

O p e ra t in g  C a p i t a l

G e n e ra l  Fund $ 5 1 8 , 0 4 8 ,7 0 0  [ 5 1 8 , 4 0 8 ,7 0 0 ]  $ 1 4 , 9 6 4 , 7 0 0

Highway F u e l  Tax A ccount 1 5 , 7 7 1 , 2 0 0

A v ia t io n  F u e l  Tax A ccount 3 , 1 6 6 , 4 0 0

W a t e r c r a f t  F u e l  Tax A ccount ______________ 1 , 2 5 3 , 0 0 0

$ 5 3 6 , 9 8 6 ,3 0 0  [ 5 3 7 , 3 4 6 ,3 0 0 ]  $ 1 6 , 2 1 7 , 7 0 0

*  S e c .  2 .  S e c t i o n  4 .  ch .  2 0 9 ,  SLA 1975  i s  amended to  r e a d :

S e c .  4 .  The sum o f  $1 1 0 , 8 1 6 ,0 0 0  [ 1 1 1 , 1 7 6 ,0 0 0 ]  i s  a p p r o p r ia t e d  from 

f e d e r a l  program r e c e i p t s  e s t im a t e d  to  be r e c e i v e d  f o r  g e n e r a l  fund, 

s p e c i a l  fund and bond c o n s t r u c t i o n  fund programs d u rin g  th e  p e r io d  s p e ­

c i f i e d ,  to  be a p p o r t io n e d  a c c o r d in g  to  th e  s c h e d u le s  in  s e c s .  16 and 17 

o f  t h i s  A c t .

O p e ra t in g  C a p i t a l

$1 . 8 , 3 7 5 , 9 0 0  [ 1 0 8 , 7 3 5 ,9 0 0 ]  $ 2 , 4 4 0 , 1 0 0

*  S e c .  3 .  S e c t i o n  1 6 ( a ) ,  HEALTH, M e d ica id ,  ch . 2 0 9 ,  SLA 1 9 7 5 ,  i s  amended 

t o  r e a d :

-1- HB 286



M ed ica id  1 2 , 2 8 0 , 0 0 0  [ 1 3 , 0 0 0 , 0 0 0 ]  6 , 1 4 0 , 0 0 0  [ 6 , 5 0 0 , 0 0 0 ]

6 , 1 4 0 , 0 0 0  [ 6 , 5 0 0 , 0 0 0 ]

*  S e c .  4 .  S e c .  1 6 ( a ) ,  HEALTH, C a te g o ry  Fund S o u r c e s ,  ch . 2 0 9 ,  SLA 1975 

i s  amended t o  r e a d :

C a te g o ry  Fund S o u rc e s

G e n e ra l  Fund 2 6 , 6 1 0 , 0 0 0  [ 2 6 , 9 7 0 ,0 0 0 ]

F e d e r a l  Program R e c e i p t s  8 , 7 5 2 , 5 0 0  [ 9 , 1 1 2 , 5 0 0 ]

Program R e c e i p t s  1 4 3 ,0 0 0

In t e r a g e n c y  R e c e i p t s  1 , 9 3 1 , 6 0 0

T o t a l  Funding - -  H e a lth  3 7 , 4 3 7 , 1 0 0  [ 3 8 , 1 5 7 ,1 0 0 ]

*  S e c .  5 .  T h is  A ct ta k e s  e f f e c t  im m ed ia te ly  in  a c c o r d a n c e  w ith  AS 0 1 , 1 0 .  

0 7 0 ( c )  and i s  r e t r o a c t i v e  to  J u l y  1 ,  1 9 7 5 .



M E M O R A N D U M

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 e s ­

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 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 is 

not three or five or some other number of months late; 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 is 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.

M B B :pw



I ,  th e  unders igned , an em p lo ye e  o f the S tate o f A laska , d o  hereby  ce rt ify  

th a t the m ic r o f i lm  images on  th is  m ic ro fo rm  are accura te rep roductio ns  

o f  the  o r ig ina l records o f  the S tate o f  A laska as a c cum u la ted  d u r in g  the 

regular course o f business, and th a t it is the estab lished p o l ic y  and p ract ice  

o f  th is  S tate to  m ic r o f i lm  its records and to d ispose o f  the o r ig ina l records 

after m ic ro f ilm  rep rodu ctio ns  have been m ade .

^ 2
Date
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C O M M I T T E E  R E P O R T  

H O U S E

Mr. Speaker:

The C o m m i t t e e  on F T N A N C R   has h a d  \\v- pas________

u n d e r  consideration. A m a j ority of the m e m b e r s  o f  the Comm ittee ^

/T7 recomm e n d s  it do pass

/ ~ 7  re comm e n d s  it do not pass

/ / recom m e n d s  it do pass w i t h  a t t a c h e d  a m endment (s)

/ ~ 7  re commends it be repla ced w i t h  CS f o r _____________________________ and that

CS for _______________________  do pass

/ / (and) r ecommends it be r e f e r r e d  to the ____________________________________

committee

/ ~ 7  reports it back without r e c o m m e n d a t i o n  

/ ~ 7  A N D  attaches a report o f  its intent

/ ~ 7  (ether) ______________________________________________________________________________

MEMBERS S I G N I N G  THE M A J O R I T Y  REPORT:

•  ;________________________________

"   ■ ;■ . _____________________________________________

‘T ; I

________________ I / /___________ D a t e

V
MEMBERS  NOT C O N C U R R I N G  IN THE M A J ORITY REPORT:

recommends: _____________

______________________________  r e c o m m e n d s : _____________

r e c o m m e n d s :

/
/

■

C h a i r m a n

M \  f l u
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Introduced: 2/28/77
Referred: Finance

IH THE HOUSE BY THE FINANCE COMMITTEE

HOUSE BILL NO. 286 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - FIRST SESSION 

A BILL

F or an A ct  e n t i t l e d :  "An A ct amending t h e  FY 76 G e n e ra l  A p p r o p r ia t io n s  A c t ;

and p r o v id in g  f o r  an e f f e c t i v e  d a t e . "

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

*  S e c t i o n  1 .  S e c t i o n  1 ,  c h .  2 0 9 ,  SLA 1975 i s  amended t o  r e a d :

S e c t i o n  1 .  The sum o f  $ 5 5 3 , 2 0 4 , 0 0 0  [ 5 5 3 , 5 6 4 , 0 0 0 ]  i s  a p p r o p r ia t e d

from th e  g e n e r a l  fund and from th e  u n r e s e r v e d  s p e c i a l  a c c o u n ts  in  th e  

g e n e r a l  fund f o r  th e  p e r io d  s p e c i f i e d ,  t o  be a p p o r t io n e d  a c c o r d in g  to  

th e  s c h e d u le s  i n  s e c s .  16 and 17 o f  t h i s  A c t .

O p e r a t in g  C a p i t a l

G e n e ra l  Fund $ 5 1 8 , 0 4 8 , 7 0 0  [ 5 1 8 , 4 0 8 , 7 0 0 ]  $ 1 4 , 9 6 4 , 7 0 0

Highway F u e l  Tax A ccount 1 5 , 7 7 1 , 2 0 0

A v ia t io n  F u e l  Tax A ccount 3 , 1 6 6 , 4 0 0

W a t e r c r a f t  F u e l  Tax A ccount ______________  1 , 2 5 3 , 0 0 0

$ 5 3 6 , 9 8 6 , 3 0 0  [ 5 3 7 , 3 4 6 , 3 0 0 ]  $ 1 6 , 2 1 7 , 7 0 0

*  S e c .  2 .  S e c t i o n  4 .  ch .  2 0 9 ,  SLA 1975 i s  amended to  r e a d :

S e c .  4 .  The sum o f  $ 1 1 0 , 8 1 6 , 0 0 0  [ 1 1 1 , 1 7 6 , 0 0 0 ]  i s  a p p r o p r ia te d  from

f e d e r a l  program r e c e i p t s  e s t im a t e d  to  be r e c e i v e d  f o r  g e n e r a l  fund, 

s p e c i a l  fund and bond c o n s t r u c t i o n  fund programs d u r in g  th e  p e r io d  s p e ­

c i f i e d ,  to  be a p p o r t io n e d  a c c o r d in g  to  th e  s c h e d u le s  in  s e c s .  16 aiid 17 

o f  t h i s  A c t .

O p e r a t in g  C a p i t a l

$ 1 0 8 , 3 7 5 ,9 0 0  [ 1 0 8 , 7 3 5 , 9 0 0 ]  $ 2 , 4 4 0 , 1 0 0

*  S e c .  3 .  S e c t i o n  1 6 ( a ) ,  HEALTH, M e d ica id ,  ch .  2 0 9 ,  SLA 1 9 7 5 ,  i s  amended 

to  r e a d :

!•
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M e d ica id  1 2 , 2 8 0 , 0 0 0  [ 1 3 , 0 0 0 , 0 0 0 ]  6 , 1 4 0 , 0 0 0  [ 6 , 5 0 0 , 0 0 0 ]

6 , 1 4 0 , 0 0 0  [ 6 , 5 0 0 , 0 0 0 ]

*  S e c .  4 .  S e c .  1 6 ( a ) ,  HEALTH, C a te g o ry  Fund S o u r c e s ,  c h .  2 0 9 ,  SLA 1975 

i s  amended to  r e a d :

C a te g o ry  Fund S o u rc e s

G e n e ra l  Fund 2 6 , 6 1 0 , 0 0 0  [ 2 6 , 9 7 0 , 0 0 0 ]

F e d e r a l  Program R e c e i p t s  8 , 7 5 2 , 5 0 0  [ 9 , 1 1 2 , 5 0 0 ]

Program R e c e i p t s  1 4 3 ,0 0 0

I n t e r a g e n c y  R e c e i p t s  1 ,  9 3 1 ,  600

T o t a l  Funding - -  H e a lth  3 7 , 4 3 7 , 1 0 0  [ 3 8 , 1 5 7 , 1 0 0 ]

*  S e c .  5 .  T h is  A ct  t a k e s  e f f e c t  im m e d ia te ly  in  a c c o r d a n c e  w ith  AS 0 1 .1 0  

0 7 0 ( c )  and i s  r e t r o a c t i v e  to  J u l y  1 ,  1 9 7 5 .

HB 286 -2-



April 8, 1977

POUCH Y, STATE CAPITOL 

JUNEAU, ALASKA 998il 

907 *165-3800

M E M O R A N D U M

TO: Senator John Sackett, Chairman 

Senate Finance Committee

FROM: Milt Barker

Fiscal Analyst

Legislative Finance Division 

S U B J E C T : [ 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 invalid 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 9 9 % probability. However, 

if a bill turns out to be four months late, that means it is 

not three or five or some other number of months late; 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 is 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.

M B B :pw
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Introduced: 2/28/77
Referred: Finance

IN THE HOUSE BY THE FINANCE COMMITTEE

HOUSE BILL NO. 286 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE -  FIR ST SESSION 

A BILL

For an A ct e n t i t l e d :  "An A ct amending th e  FY 76 G e n e r a l  A p p r o p r i a t io n s  A c t ;

and p r o v id in g  f o r  an e f f e c t i v e  d a t e . "

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

*  S e c t i o n  1 .  S e c t i o n  1 ,  ch .  2 0 9 ,  SLA 1975  i s  amended t o  r e a d :

S e c t i o n  1 .  The sum o f  $ 5 5 3 , 2 0 4 ,0 0 0  [ 5 5 3 , 5 6 4 , 0 0 0 ]  i s  a p p r o p r ia t e d

from th e  g e n e r a l  fund and from th e  u n r e s e r v e d  s p e c i a l  a c c o u n ts  in  th e  

g e n e r a l  fund f o r  th e  p e r io d  s p e c i f i e d ,  to  be a p p o r t io n e d  a c c o r d in g  to  

th e  s c h e d u le s  i n  s e c s .  16 and 17 o f  t h i s  A c t .

O p e r a t in g  f  CaP j- ta I

G e n e ra l  Fund $ 5 1 8 , 0 4 8 , 7 0 0  [ 5 1 8 , 4 0 8 , 7 0 0 ]  $ 1 4 , 9 6 4 , 7 0 0

Highway F u e l  Tax A ccount 1 5 , 7 7 1 , 2 0 0

A v ia t io n  F u e l  Tax A ccount 3 , 1 6 6 , 4 0 0

W a t e r c r a f t  F u e l  Tax A c c o u n t _____________________  ̂ L  1 , 2 5 3 , 0 0 0

$ 5 3 6 ,  9 8 6 ,  3 f tQ > £ ? 7 ,M 6 j  3 00 ]  $ 1 6 , 2 1 7 , 7 0 0

*  S e c .  2 .  S e c t i o n  4 .  ch .  2 0 9 ,  SLA l ^ ^  i s  am enk^Trt), r e a d :

S e c .  4 .  The sum o f  $ 1 1 0 , 8 1 6 SO00 [ 1 1 1 ,  I  K r r w k i ]  i s  a p p r o p r ia t e d  from
\  I I (j Jib

f e d e r a l  program r e c e i p t s  e s t im a t e d  to^ he r e c e i v e d  f o r  g e n e r a l  fu nd , 

s p e c i a l  fund and bond c o n s t r u c t i o n  fund pfogPams d u r in g  th e  p e r io d  s p e ­

c i f i e d ,  to  be a p p o r t io n e d  a c c o r d in g  t o  th e  s c h e d u le s  in  s e c s .  16 and 17 

o f  t h i s  A c t .

O p e r a t in g  D f i Q O )  C a £ i t a l

$ 1 0 8 , 3 7 5 , 9 0 0  [ 1 0 8 , 7 3 5 , 9 0 0 ]  $ 2 , 4 4 0 , 1 0 0

*  S e c .  3 .  S e c t i o n  1 6 ( a ) ,  HEALTH, M e d ic a id ,  ch .  2 0 9 ,  SLA 1 9 7 5 ,  i s  amended 

to  r e a d :
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Medicaid 12,280,000 [13,000,000] 6,140,000 [6,500,000]

6 , 1 4 0 , 0 0 0  [>,-5.00, 000 ]

*  S e c .  4 .  ( s e a £ ^ L 6 ( a ) , HEALTH, C a te g o ry  Fund S o u r c e s ,  SLA 1975

i s  amended t o  r e a d :

2 6 , 6 1 0 , 0 0 0  [ 2 6 , 9 7 0 , 0 0 0 ]  

8 , 7 5 2 , 5 0 0  [ 9 , 1 1 2 , 5 0 0 ]  

1 4 3 ,0 0 0  

1 , 9 3 1 , 6 0 0

7

C a te g o ry  Fund S o u rce s  

G e n e ra l  Fund

F e d e r a l  Program R e c e i p t s  

Program R e c e i p t s  

I n t e r a g e n c y  R e c e i p t s  

T o t a l  Funding - -  H e a lth 3 7 , 4 3 7 , 1 0 0  [ 3 8 , 1 5 7 , 1 0 0 ^  ?

*  S e c .  5 .  T h is  Act t a k e s  e f f e c t  im m e d ia te ly  i n  a c c o r d a n c e  w i th  AS 0 1 . 1 0 .  

3 7 0 ( c )  and i s  r e t r o a c t i v e  to  J u l y  1 ,  1 9 7 5 .

&/\L  M'd tj Lj/UW ''£'l\UUi')fhL>\s
A  H t d i C d i e /  Jk ^  ' / / /

2 , S c z . , ^ k  ^  - h

^ f l  V  ■'Jjcc rL C 'cr

a Me A/c

u'Ct.JL, \dl I L 7-Cl, J-7/c
;>uf~ C t i  c^ Cc/'yt* “ “ " y  

tCll. c  C y  i i c p t  ‘  ICU-T - /  C ^ C i l

- 7 ^ 7 , d o t  

d i  c C w t

^  J . e c /  7  ^  ( f ?  /
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RECORDS 
CERTIFICATION

I , the unders igned , an em p lo ye e  o f the  S ta te o f A laska , d o  he reby  ce rt ify  

th a t the m ic r o f i lm  images o n  th is m ic ro fo rm  are accurate rep roductio ns  

o f  the  o r ig ina l records o f the State o f A laska as a ccum u la ted  d u r in g  the 

regu lar course o f business, and tha t it  is the estab lished p o lic y  and  pract ice  

o f  th is  S tate to  m ic r o f ilm  its records and to  dispose o f the o r ig in a l records

after m ic ro f ilm  rep rod u c t io ns  have been m ade .

S igna ture o f  Cam era Operator'' £
Date



'' \r: .Act Aitthorir.tnf? ’ the division of t o u r i s m  to maltft matc hing jxran't’?' t o’’pronto
i onvcntiohs and incentive t r a v e l ."

.>•* i'* 7y C O M M I T T E E  R E P O R T  

H O U S E

{ 'd / ,' / j Date

Mr. Speaker:

The C o m m i t t e e  on iINANCE has had :?3fi

u n d e r  consideration. A m a j ori ty of the member s o f  the Committee

f ~7 recommen ds it do pass

/ J  r ecomm e n d s  it do not pass

/ ~ 7  r ecomme nds it do pass w i t h  a t t a c h e d  amendment(s)

/ ~ 7  r ecomme nds it be r epla c e d  with CS for ____________________________ and that

CS for _______________________  do pass

/_/ (and) recommends it be r e f e r r e d  to the _____________________________________

committee

/~~7 reports it back w i t hout re comm e n d a t i o n  

f j  AND attaches a report of its intent

/~~7 ( o t h e r ) ______________________________________________________________________________

MEMBERS S I G N I N G  THE M A J O R I T Y  REPORT:

MEMBERS N O T  CONCU R R I N G  IN THE M A J ORITY REPORT:

_______________  recommends:  _

_______________  recommends: ________________

r e c o m m e n d s :

♦I.

c -c.

H 60
C h a i r m a n
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Introduced: 3/1/77
Referred: Finance

H O U S E  B I L L  N O .  2 8 8  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N  

A  B I L L

o r  a n  A c t  e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  t h e  d i v i s i o n  o f  t o u r i s m  t o  m a k e

m a t c h i n g  g r a n t s  t o  p r o m o t e  c o n v e n t i o n s  a n d  i n c e n t i v e  

t r a v e l . "

E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  4 4 . 3 3  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  4 4 . 3 3 . 1 4 5 .  G R A N T S  F O R  P R O M O T I N G  C O N V E N T I O N S  AND I N C E N T I V E  

T R A V E L .  ( a )  A  n o n p r o f i t  o r g a n i z a t i o n  f u n d e d  i n  w h o l e  o r  i n  p a r t  b y  a  

m u n i c i p a l i t y  t o  p r o m o t e  c o n v e n t i o n s  i n  o r  i n c e n t i v e  t r a v e l  t o  A l a s k a  i s  

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

i n c e n t i v e  t r a v e l .  U p o n  a p p l i c a t i o n  t o  a n d  a p p r o v a l  b y  t h e  d i r e c t o r  o f  

t h e  d i v i s i o n  o f  t o u r i s m ,  f u n d s  s h a l l  b e  g r a n t e d  a s  a  5 0  p e r  c e n t  m a t c h ­

i n g  g r a n t .

( b )  F o r  t h e  p u r p o s e s  o f  ( a )  o f  t h i s  s e c t i o n ,  " i n c e n t i v e  t r a v e l "  

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

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

o r  r e w a r d  f o r  p e r f o r m a n c e  o n  t h e  p a r t  o f  e i t h e r  t h e  f i r m ' s  e m p l o y e e s  o r  

i t s  c u s t o m e r s .

N THE HOUSE BY DUNCAN
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FISCAL N O TE

I. R E Q U E S T
Bill/Resolution No. HB 288  _______________________________________
T i t l e  m a t c h i n g  g r a n t s  f o r  c o n v c n L i o n s  a n d  i n c e n t i v e  t r a v e l  

R e q u e s t e d  b v  H o u s e  F i n a n c e ____________________________________________________ D a t e  3 / 1 / 7 7

T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T E N T H  L E G I S L A T U R E

II. FISCAL DETAIL
Acency Affected Commerce & E c o n o m i c  DeveT.oprr.ent
Program Category Affected D e v e l o p m e n t ________________
Budget Request Unit(s) Affected D i v i s i o n  of T o u r i s m

EXPENDITURES (Thousands of Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 FY 82

ion P E R S O N A L  SERVICES 0 0 0 0 0
700 T R A V E L 0 0 0 0 0

300 C O N T R A C T U A L 0 0 0 0 0

400 COMMODITIES r 0 0 0 0

500 EOT II PM ENT 0 0 0 0 0

600 L A N D  A- S T R U C T U R E S 0 0 0 0 0

700 GRANTS. CLAIMS. ETC, 200.0 200.0 200.0 200.0 200.0
t

T O T A L

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D 200.0 200.0 200.0 200.0 200.0
F E D E R A L  F U N D S 0 0 0 0 0
O T H E R  (Snecifv) 0 0 0 0 0

POSITIONS

FU L L  TIME 0 0 0 0 0

PA R T  TIME 0 0 0 0 0

T E M P O R A R Y "0"" 0 0 0 0

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

IV. D A T E  March 3, 1977____________ P R E P A R E D  B Y  T e rry L. Hiller______

AGENCY _______ Division of Tourism
Original: Legislative Finance P H O N E _____________4 6 5 - 2 0 0 5 ___________

cc: Budget and M a n a g e m e n t

Prime Sponsor (First Legislator N a m e d )

33 -001 (Rev. 10/76)
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Introduced: 3/1/77
Referred: Finance

H O U S E  B I L L  N O .  2 8 8  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  t h e  d i v i s i o n  o f  t o u r i s m  t o  m a k e

m a t c h i n g  g r a n t s  t o  p r o m o t e  c o n v e n t i o n s  a n d  i n c e n t i v e  

t r a v e l . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1 .  A S  4 4 . 3 3  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  4 4 . 3 3 . 1 4 5 .  G R A N T S  F O R  P R O M O T I N G  C O N V E N T I O N S  A N D  I N C E N T I V E  

T R A V E L .  ( a )  A  n o n p r o f i t  o r g a n i z a t i o n  f u n d e d  i n  w h o l e  o r  i n  p a r t  b y  a  

m u n i c i p a l i t y  t o  p r o m o t e  c o n v e n t i o n s  i n  o r  i n c e n t i v e  t r a v e l  t o  A l a s k a  i s  

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

i n c e n t i v e  t r a v e l .  U p o n  a p p l i c a t i o n  t o  a n d  a p p r o v a l  b v  t h e  d i r e c t o r  o f  

t h e  d i v i s i o n  o f  t o u r i s m ,  f u n d s  s h a l l  b e  g r a n t e d  a s  a  5 0  p e r  c e n t  m a t c h ­

i n g  g r a n t .

( b )  F o r  t h e  p u r p o s e s  o f  ( a )  o f  t h i s  s e c t i o n ,  " i n c e n t i v e  t r a v e l "  

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

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

o r  r e w a r d  f o r  p e r f o r m a n c e  o n  t h e  p a r t  o f  e i t h a r  t h e  f i r m ' s  e m p l o y e e s  o r  

i t s  c u s t o m e r s .

IN THE HOUSE BY DUNCAN

- 1 - HB 288



II .

THE LEGISLATURE ()!• I l iE  STATE OF ALASKA 
TENTH LEGISLATURE

FISCAL N O T E

REQUEST 
Bill/Resolution No. HB 28 8
Title m a t c h in g  g r a n t s  f o r  c o n v e n t io n s  a n d  in c e n t iv e  t r a v e l  
Requested bv H ouse  F in a n c e ___________________________________________________________ Date_ . 3 / 1 / 7 7

FISCAL DETAIL 
Agency Affected Commerce & E c o n o m ic  D e v e lo p m e n t

Program Cat gory Affected D e v e lo p m e n t
Budget Request Unit(s) Affected D i v i s i o n  o f  T o u r is m

EXPENDITURES (Thousands of Dollars) 

FY 77 FY 78 FY 79 FY 80 FY 8 1 FY 82

100 PERSONAL SERVICES 0 0 0 0 0

700 TRAVEL 0 0 0 0 0

300 CONTRACTUAL 0 0 0 0 0

400 COMMODITIES 0 0 0 0 0

500 EQUIPMENT o • 0 0 0 0

600 LAND &  STRUCTURES 0 0 0 0 0

700 GRANTS. CLAIMS. ETC. 200 .0 200 .0 200.0 200.0 200.0
I

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND 200 .0 200.0 200.0 200.0 200.0
FEDERAL FUNDS 0 0 0 0 0

OTHER (Soecifv) 0 0 0 0 0

POSITIONS 

FULL T IM E 0 0 0 0 0

PART T IME 0 0 0 0 0

TEMPORARY 0 0 0 0 0

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

I V .  D A T E  M a r c h  3 ,  1 9 7 7

Original:
cc:

Legislative Finance

Budget aiid Management
Prime Sponsor (First Legislator Named)

PREPARED BY
AGENCY _________
PHONE ____________

T e r r y  L .  M i l l e r

D i v i s i o n  o f  T o u r i s m

465-2005

33 -001 (Rev. 10/76)
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RECORDS 
CERTIFICATION

I ,  the unders igned , an em p lo y e e  o f the S ta te o f A laska , d o  hereby  ce rt ify  

th a t the m ic ro f ilm  images o n  th is m ic ro fo rm  are accurate rep rodu ct io ns  

o f  the o r ig ina l records o f  the S tate o f  A laska as a ccum u la ted  d u r in g  the 

regu lar course o f  business, and tha t it  is the  estab lished p o lic y  and pract ice  

o f  th is  S tate to  m ic ro f ilm  its records and to d ispose o f  the o r ig ina l records 

a fter m ic ro f ilm  rep rodu ct io ns  have been m ade .

Date



7 2 7 / 7 7

C O M M I T T E E  R E P O R T  

S E N A T E

Mr. Pr esident

D a t e

has had ;The Committee on

promote •orv/cntions and incentive trave?. 
under consideration. A major ity of the members of the Committee

/_/ recommends it do pass

/ / recommen ds it do not pass

/ / r ecommends it do pass w i t h  attached amendment(s)

/ / recommend s it be r eplaced with CS for ____________________________  and that

CS for   do pass

/ / (and) recommends it be r e f erred to the 

committee

/_/ reports it back without r e c o m m e n d a t i o n  

/_/ AND a ttaches a report of its intent 

/~7 (other) ( i ’ , • ■ <

MEMBERS S I GNING THE MAJORITY REPORT:

v' / ' » / /. * -r /\ • " : i
ifI • / // t ' ■’) . '5 y f

/ /  ri •• . 1 - -
f
( / 4 f' •

J /
J < f 

■ * } •! • f* • V'A.T-
—'

i /' ,

..

MEMBERS N O T  C ONCURRIN G IN THE MAJORITY REPORT:

______________________________  recommends: _____________

______________________________  r e c o m m e n d s : _____________

r e c o m m e n d s :

C h a i r m a n
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In t r o d u c e d :  3/1/77
R e f e r r e d :  F in a n ce

N THE HOUSE BY DUNCAN

HOUSE BILL NO. 288 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE -  FIRST SESSION 

A BILL

o r  an A ct e n t i t l e d :  "An A ct a u t h o r i z i n g  th e  d i v i s i o n  o f  to u r ism  t o  make

m atch in g  g r a n t s  to  prom ote c o n v e n t io n s  and i n c e n t i v e  

t r a v e l . "

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

*  S e c t i o n  1 .  AS 4 4 . 3 3  i s  amended by ad d ing  a new s e c t i o n  to  r e a d :

S e c .  4 4 . 3 3 . 1 4 5 .  GRANTS FOR PROMOTING CONVENTIONS AND INCENTIVE 

TRAVEL. (a )  A n o n p r o f i t  o r g a n i z a t i o n  funded i n  whole o r  in  p a r t  by a 

m u n i c i p a l i t y  to  promote c o n v e n t io n s  in  o r  i n c e n t i v e  t r a v e l  to  A la s k a  i s  

e l i g i b l e  to  r e c e i v e  m atch in g  money f o r  u se  i n  p rom oting  co n v e n t io n s  and 

i n c e n t i v e  t r a v e l .  Upon a p p l i c a t i o n  to  and a p p ro v a l  by th e  d i r e c t o r  o f  

th e  d i v i s i o n  o f  to u r ism , funds s h a l l  be g r a n te d  as a 50 p er  c e n t  m a tch ­

in g  g r a n t .

(b )  For th e  p u rp o ses  o f  (a )  o f  t h i s  s e c t i o n ,  " i n c e n t i v e  t r a v e l "  

means t r a v e l  u n d ertak en  by a group o f  p e r s o n s  i n t o  A la sk a  which i s  

funded in  whole o r  in  p a r t  by a f i r m  w hich  p r o v id e s  th e  t r i p  as  a bonus 

o r  reward f o r  p erfo rm a n ce  on th e  p a r t  o f  e i t h e r  th e  f i r m ' s  em ployees o r  

i t s  cu s to m e rs .

-1- HB 288



F I S C A L  N O T E

I. R E Q U E S T
Bill/Resolution No. HB 283 __________________________________________ ___________
Title matching grants for com/ontions ancl incentive travel__________
Requested bv House Finance____________________________________Date 3/1/7?

T H E  LEGIST. A T I  I R E  O h  T H E  S T A T E  O P  A L A S K A

T E N T H  L E G I S L A T U R E

II. FISCAL DETAIL
Aeency Affected C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t

• Program Category Affected D e v e l o p m e n t__________________
Budget Request Unit(s) Affected D i v i s i o n  o f  T o u r i s m

EXPENDITURES (Thousands of Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  SI F Y  82

i n n P E R S O N A L  S E R V I C E S 0 0 0 0 0

700 T R A V F . I 0 0 0 0 U

300 C O N T R A C T U A L 0 0 0 0 0

4 0 0 C O M M O I M T I F S 0 0 0 0 0

s o o F O U I P M E N T 0 0 0 0 0

6 00 L A N D  c'i S T R U C T U R E S 0 0 0 0" 0

700 G R A N T S .  C L A I M S .  E T C ____ 2 0 0 .0 2 0 0 .0 2 0 0 .0 2 0 0 .0 2 0 0 .0
I

T O T A L

F U N D I N G  ( T h o u s a n d s  o f  D o l la r s )

G E N E R A L  F U N D 200.0 200.0 200.0 200.0 200.0
F E D E R A L  F U N D S 0 0 0 0 0

O T H E R  (Specify) 0 0 0 0 0

POSITIONS

F U L L  TIME 0 0 0 0 0

P A R T  TIME 0 0 0 0 0

T E M P O R A R Y t) 0 0 0 0

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

T e r ry T.. Miller_____

TH  v i s i o n  o f  T o u r i sm  
> i65-2005 ' "

IV. D A T E  Hn r c h  3, 1977___________ P R E P A R E D  B Y  

A G E N C Y  ___________
Origin::]: Legislative Finance P H O N E ______________

cc: Budget and M a n a g e m e n t

Prime Sponsor (First Legislator N a m e d )

3 3 - 0 0 1  (Rev. 10/76)



CERTIFICATION

I ,  the unders igned , an em p lo ye e  o f the  S ta te o f A laska , d o  hereby  ce r t ify  

th a t the m ic ro f ilm  images o n  th is m ic ro fo rm  are accurate rep rodu ctio ns  

o f  the o r ig ina l records o f the State o f  A laska as a c cum u la ted  d u r in g  the 

regu lar course o f business, and tha t it  is the estab lished p o lic y  and pract ice  

o f  th is S tate to  m ic ro f ilm  its records and to dispose o f the o r ig in a l records 

after m ic ro f ilm  rep rodu ct io ns  have been m ade .

S igna ture o f Cam era O pe ra to r ' Date



"An A ct m a k i n g  a special a pprop r i a t i o n  for the purpose of transplanti ng 
caribou from Cold Bay to Nagai Island; effective date."

C O M M I T T E E  R E P O R T  

H O U S E
3/11/77

______________________________________ Date

Mr. Speaker:

The C ommittee on _____________ F INANCE___________________ has had h b  289_________

under consideration. A m ajor i t y  of the members o f  the Committee

r j  recommends it do pass

/ / recommends it do not pass

/ / recommen ds it do pass w i t h  a t t ached amendment(s)

/ ~ 7  recommends it be replac ed w i t h  CS for ____________________________  and that

CS for _______________________  do pass

/ / (and) recommends it be r e f e r r e d  to the _____________________________________

committee

/ V  reports it back without r e c o m m e n d a t i o n  

/ ~ 7  AND attaches a report of its intent

/ ~ 7  (other) ______________________________________________________________________________

MEMBERS S I G N I N G  THE MAJO RITY REPORT:

MEMBERS N O T  CONCURRING IN THE M A J O R I T Y  REPORT:

______________________________  recommends: _____________

______________________________  r e c o m m e n d s : _____________

r e c o m m e n d s :

H 6 0

C h a i r m a n



" ' V."
"A n  A c t  m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  f o r  t h e  p u r p o s e  o f  t r a n s p l a n t i n g
c a r i b o u  f r o m  C o l d  B a y  to N a g a i  I s l and; eff. d a t e . "

3-1-77

C O M M I T T E E  R E P O R T  

H O U S E
FINANCE

Date

Mr. Speaker:

The C o m m i t t e e  on RESOURCES has had 289

u n d e r  consideration. A m a j o r i t y  o f  the m e mbers of the Committee

p T 7  recomm e n d s  it do pass

/ ~ 7  r e c o m m e n d s  it do not pass

/ / r e c o m m e n d s  it do pass w i t h  a t t a c h e d  amendment(s)

/ ~ 7  rec om m e n d s  it be repla c e d  w i t h  CS f o r _____________________________ and that

CS for ________________________ do pass

/ / (and) recommends it be r e f e r r e d  to the _____________________________________

committee

/ ~ 7  reports it b a c k  without r e c o m m e n d a t i o n  

/ ~ 7  A N D  attaches a report o f  its intent 

/~7 (other) ___

M E M B E R S  S I G N I N G  T H J H M A J O R I T Y  REPORT

V —

M E M B E R S  N O T  C ONCURRING IN THE M A J O R I T Y  REPORT:

______________________________  recommends: _____________

______________________________  r e c o m m e n d s : _____________

r e c o m m e n d s :

H 6 0

lairman



Referred: Resources and
Finance

In t r o d u c e d :  3 / 1 / 7 7

I N  T H E  H O U S E  B Y  O S T E R B A C K

HOUSE B I L L  HO. 289 

IN T E E  L E G I S L A T U R E  O F  T H E  STATE O F  A L A S K A  

T E N T H  L E G I S L A T U R E  - F I R S T  SESSION 

A  BILL

F o r  a n  A c t  entitled: "An A c t  m a k i n g  a  special a p p r o p r i a t i o n  for the p u r p o s e

o f  transplanting c a r i b o u  f r o m  C o l d  B a y  to N a g a i  Island;

a n d  p r o v iding f o r  an effective date."

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  THE STATE O F  ALASKA:

*  S e c t i o n  1. Tha s u m  o f  $28,660 is a p p r o p r i a t e d  f r o m  the general fund to

the D e p a r t m e n t  o f  F i s h  a n d  G a m e  f o r  the p u rpose o f  transplanting 40 c a r i b o u  

f r o m  C o l d  B a y  to N a g a i  Island.

* Sec. 2. T h e  u n e x p e n d e d  a n d  u n o b l i g a t e d  p o r t i o n  o f  this a p p r o p r i a t i o n  

lapses into the general fund J u n e  30, 1978.

*  Sec. 3. This A c t  takes effect J u l y  1, 1977.

# COMMITTEE COPY -i-  Hb 289



H I S T O R Y  IN T H E  S E N A T E

19 Read first time and referred
to Committee on

Reported back with 
recommendation that

Read second time and

Read third time and

PASS Effective Date 

Yeas Yeas 
Nays Nays 
Absent Absent 

Excused Excused

Reconsideration

PASS Effective E'ate 

Yeas Yens 

Nays Nays 
Absent Absent 

Excused Excused 

Reported correctly engrossed 

Signed by President 
Returned to House

S E C R E T A R Y  O F  T H E  S E N A T E

H I S T O R Y  IN T H E  H O U S E

19 Received from Senate

,

Concurred in Senate amendment 
thus adopting:

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

Senate receded from amendment

Senate failed to recede from 
amendment

F C C  appointed by House

F C C  appointed by Senate

F C C  adopted

To enrolling

Reported correctly enrolled

Sent to Governor

Filed with Lt. Governor

Chapter N o ...............
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Introduced: 3/1/77
Referred: Resources and
Finance

HOUSE BILL NO. 289 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE -  FIRST SESSION 

A BILL

’o r  an A ct  e n t i t l e d :  "An A ct making a s p e c i a l  a p p r o p r i a t io n  f o r  th e  purpose

o f  t r a n s p l a n t i n g  c a r i b o u  from  Cold Bay to  Nagai I s l a n d ;  

and p r o v id in g  f o r  an e f f e c t i v e  d a t e . "

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

*  S e c t i o n  1 .  The sum o f  $ 2 8 ,6 6 0  i s  a p p r o p r ia t e d  from th e  g e n e r a l  fund to

:he D epartm ent o f  F i s h  and Game f o r  th e  purpose  o f  t r a n s p l a n t i n g  40 c a r ib o u  

:rom Cold Bay to  N agai I s l a n d .

*  S e c .  2 .  The unex; 'nded and u n o b l ig a t e d  p o r t io n  o f  t h i s  a p p r o p r i a t io n

.a p ses  i n t o  th e  g e n e r a l  fund Ju n e  3 0 ,  1 9 7 8 .

*  S e c .  3 .  T h is  A ct t a k e s  e f f e c t  J u l y  1 ,  1 9 7 7 .

iN THE HOUSE BY OSTERBACK



X*

M  E M O R A N D U  •:

2 M a r c h  1977

TO: H o u s e  R e s o u r c e s  C o m m i t t e e

FROM: A l v i n  O s t e r b a c k ,  C h a i r m a n  /] A
H o u s e  R e s o u r c e s  C o m m i t t e e  (^(J/

SUBJEC T: IIB 289 C a r i b o u  T r a n s p l a n t

D u r i n g  the N i n t h  A l a s k a  S t a t e  L e g i s l a t u r e ,  S C S H C R  93 passed, 
r e q u e s t i n g  C a r i b o u  t r a n s p l a n t .  This b i l l  is the a p p r o p r i a t i o n  
f o r  S C S H C R  93.

U p o n  r e c e i v i n g  t h e  f i r s t  e s t i m a t e  for $98,420 I m e t  w i t h  
B o b  Rausch, D i r e c t o r  o f  the Game Di vision. I e x p r e s s e d  
m y  c o n c e r n  o v e r  the h i g h  cost. Mr. R a u s c h  a g r e e d  to w o r k  
u p  a n e w  e s t i m a t e ,  o p e r a t i n g  out of C o l d  Bay a n d  c a t c h i n g  
the a n i m a l s  i n  S t e p o v a k  Bay. As y o u  can see, the n e w  estim a t e  
f o r  t r a n s p l a n t i n g  40 c a r i b o u  w o u l d  be $28,660.



The Honorable Alvin Osferback, Chairman'- ' Ch'*.:' . .
House Resources Committaa. Jv, ",v . 7:Q ■*,.■’ V
Pouch:.?::• O S - S S # ;  •’ ’h Yt-v* r, .,YhY.:.Y:r;:.Y,

Juneau.* Alaska "•• 99311 • V.s'ji&sp&'t-v' .V: • ’.Tv;'- .V>••«>'• y >
V , v'-i.-'i' -■ -• ■*• • j .V  . .  ••*. _•

.Dear Jvepfesentativa Ostefback;v [ .  Y^.iVvrvV -V-Yl: 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 baa a of operations*: .-.The estimate ■ f olio vs ■; •• - • •

. . .p . ...  . .  . . . .  .  V* ■' . . . .  ' • t-     'V •• - •* . . . . . . .  \- . ; . • . • • •  . . . .  V  4..*#. . . .  . ...V V V*-.'-- . —. v  • — ».-r . .  • — — 4.- • •-
Caribou Transplants '•••.. - ■■A"*'-• " j >::;r *•".-------------     V- •■. “ • *. ri* • • - •*. .,.•

. • . ;V* v  •••• •• „ . . .
40 Caribou to Nagai —  from Cold Bay : '

Helicopter @ $325 X  5'hco par day..** . $1,625/day : ;
X  7 days l-.ellcopter tima =*; - -F $11,375: ,-

Coosa 3- hr-.round trip X  7 trips C$720 & s* •.•- ••• .5,040 '•
(perhaps les« if wa 'can catch caribou in * . !’/’ r. • ' ’ *■
KtepO’/ak Bay) . *' . ' ;:V  ' . ••
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 =l :  ̂ 1,G50
Tr*maportatior* of staff »  .... ■ • .. . " 700 -
Drugs c:. equipment ^ •••-• V: -a  5,000

-• V:.'.' C';.- ^ " . $24//68

If helicopters are I’.ot available-locally, . ...
ferry time from An oh* to-Cold Bay and return ' 3,900

February 18, 1977 ,

. i ,  •»
’-•

V •
r.

$28 .Af.O

’ahis Ct-. do^s-jioi: :i.n.rlnuperyouuul n o :: < which the diyis iu-n :/iii

absorb. • •. ‘ ' •' *

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 
•initiated. This requirement will await fiscal authorization of tlie 
activity. If you desire further assistance or information please 
contact me.

S i n c e r e l y ,



}?6 Cf t x o ' y ^

V .

'•■'■is
W

E s t i m a t e d  C o s t  o f  A l e u t i a n  I s l a n d  C a r i b o u  T r a n s p l a n t

H e l i c o p t e r

l ' e r r y  T i m e  1 2  h o u r s  $ 3 2 5 / h r .  ~  $  3 , 9 0 0

D a y  O p e r a t i o n  5  h o u r s  $ 3 2 5 / h r .  =  $  1 , 6 2 3

6  c a r i b o u / d a y  f o r  a  t o t a l  o f  4 0  c a r i b o u / s i  t o .  7  d a y s  =  $ 1 1 , 3 7 5

3  r e l e a s e  s i t e s  -  2 1  d a y s  f l y i n g  $ 3 4 , 1 2 5

F u e l  2 7  g a l . / h r . - 5  h r . / d a y  -  1 3 5  g a l / d a y  x  2 1  -  2 8 3 5  g a l  x  $ 1  $  2 , 8 3 5

P i l o t  R o o m  & B o a r d  2 1  d a y s  $ 5 5 / d a y  =  1 , 1 5 5

T o t a l  H e l i c o p t e r  “  $ 4 2 , 0 1 5

G o o s e  -  $ 2 4 0 / h r .  v / e t
s'

F e r r y  T i m e  -  v a r i a b l e ,  d e p e n d s  o n  l o c a t i o n  $  1 , 0 0 0

K a g i  -  3 0 0  i n i .  r o u n d  t r i p  -  3  h r . / t r i p ,  7  t r i p s  $  5 , 0 4 0

M a i  t a n  -  7 2 0  m i .  r o u n d  t r i p  -  7  h r . / t r i p ,  7  t r i p s  $ 1 1 , 7 6 0

U n a l a s k a  -  8 0 0  m i .  r o u n d  t r i p  -  8  h r . / t r i p ,  7  t r i p s  $ 1 3 , 4 4 0

P i l o t  R o o m  A B o a r d

T o t a l  G o o s e  $ 3 1 , 2 4 0

1 8 0  C e s s n a  R e c o n n a i s s a n c e  o f  I s l a n d s  $  3 , 0 0 0

3  B i o l o g i s t s

2 1  d a y s  r o o m  f< B o a r d  0  $ 5 5 / d n y  -  $ 1 , 1 5 5 / b i o l o g i s t  $  3 , 4 6 5

T r a n s p o r t a t i o n  $

S a l a r y  $  6 , 0 0 0

D r u g s  a n d  E q u i p m e n t  $ 1 0 , 0 0 0

TCTAn v 9 S _ j 4 2 : l

4/ **—

CS> tr  (S ' S

J

4 n %  u  &  - {  u
O  0  i , - h  J
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lriginal Sponsors: Osterback, Anderson, Offered: *1/27/fO
Cot-ten, et al. Referred: Rules

CM T H E  H O U S E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

S E N A T E  O S  F O R  H O U S E  C O N C U R R E N T  R E S O L U T I O N  H O .  9 3  

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

N I N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N

R e q u e s t i n g  t h e  D e p a r t m e n t  o f  F i s h  a n d  

G a m e  t o  t r a n s p l a n t  c a r i b o u  f r o m  U m n a k  t o  

c e r t a i n  o f  t h e  A l e u t i a n  a n d  S h u m a g i n  I s l a n d  

g r o u p s .

3 E  I T  R E S O L V E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

W H E R E A S  g a m e  t r a n s p l a n t s  i n  A l a s k a  h a v e  e n j o y e d  g r e a t  s u c c e s s  b i o l o g i ­

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

; o  t h e  s u b s i s t e n c e  w a y  o f  l i f e  i n  r e m o t e  a r e a s ;  a n d

W H E R E A S  t h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  h a s  d e t e r m i n e d  t h a t  t r a n s p l a n t ­

i n g  c a r i b o u  f r o m  U m n a k  t o  c e r t a i n  o f  t h e  A l e u t i a n  a n d  S h u m a g i n  I s l a n d  g r o u p s  

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

B E  I T  R E S O L V E D  t h a t  t h e  A l a s k a  S t a t e  L e g i s l a t u r e  r e s p e c t f u l l y  r e q u e s t s  

H i e  G o v e r n o r  t o  d i r e c t  t l i e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  t o  t r a n s p l a n t  c a r i b o u  

I n  a d e q u a t e  n u m b e r ' s  f r o m  U m n a k  t o  U n a l a s k a ,  A k u t a n ,  D e e r  I s l a n d ,  N a g a i ,  

• U t r o f a n i a  I s l a n d  a n d  S t .  G e o r g e  I s l a n d  a t  t h e  e a r l i e s t  p o s s i b l e  t i m e ;  

a n d  b e  i t

F U R T H E R  R E S O L V E D  t h a t ,  w h e n  n e c e s s a r y ,  t h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  

e n t e r  i n t o  m a n a g e m e n t  a g r e e m e n t s  w i t h  a n y  a l l  a c t e d  N a t i v e  r e g i o n a l  c o r p o r a -

l : h v  s m c  C u l  a  c r a m p !  i s h m o n t  o f  t h e  c a r i b o u  t r a n s f e r .

-1- SCSHCR 93


