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Representative Al Nakak
March 10, 1970
\Page 2

directly related to state programs. While we have not
yet finalized the figures to assign to the various pro—
grams, those involved were Adult Basic Education, the
Boarding Home Program, State CETA Training, and the
Receiving Home. Approximately half of the debts can be
assigned to the Boarding Home program.

We will be meeting with Mike Harper and Sue Greene of
Gov. Hammonds staff on Monday and will be in contact
with you shortly thereafter for lunch on Tuesday.
Your support and assistance and willingness to go to
bat for us 1is greatly appreciated by the people of
Kawerak.

Sincerely,

Charles H. Johnson
Executive Vice President

CHJ/1Is
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Mr. Charles H. Johnson

Executive Vice President

Kawerak, Inc. |
P.0. Box 505 , -
Nome, Alaska 99762

Dear Charles:

I had hoped to get to Nome eai iier this month so we could
follow up on your progress 1in obtaining assistance to liquidate
Kawerak®"s debts incurred in contracting for state and Federal pro—
grams. Unfortunately, | had to cancel my trip to the State.

I have spoken with Ted Krensky, Director of the Bureau®"s Office
of Indian Services. He indicated a willingness to help with the
costs incurred through contracting Bureau programs, but feels that
they will be able to provide financial assistance for those programs
administered by other Federal and State agencies. He said that you
had spoken with Forrest Gerard last week in Anchorage who will be
providing you with some additional information in this area.

Please continue to keep us informed.

With best wishes,

Cordially

LINDA L. RICHARDSON
Professional Staff, Minority



. )

KNERA, I
0tniNG GIHAILS NAFIVI ASSOCIATION

s P.0. UOX O0b = NOWL, Al ASKA DI%6?  (00?) 443.52J1

January 17, 1978

Mr. Sanford Cohn, Chief

<\ Division of Contract Services
U.S. Department of Labor, ETA
Patrick Henry Building, Room 6406
601 "D" Street, N.W.

""" Washington, D.C. 20213

- Subject: Audit Report No. 11-8-002-L-002 Response Delay

AE Dear Mr. Cohn:

*e 4

huﬁ We have recieved our copy of the above mentioned

’ audit. As you are aware from thb5 audit report, one of

-2 the potential problem areas in Kawerak®"s operation of

tvi present Department of Labor programs would be the lack

v.\e of a full time trained Accountant. We are pleased to

t report that this situation has been corrected. Unfor —

tunately the search was a lengthy one, and the position

f was not Tfilled until December 1, 1977. Since his arrival

_-Zi on the scene, Mr. Steve Audgahl our Comptroller, has been

cr IS working with Representatives of AFN, Management Assistance

1 1 Program as well as Coopers & Lybrand Management Services

.T Divis.ion to correct other potential problem areas.

:-_ - You are also aware from the audit report, there was

rv - $105,993.00 of DOL funds for which there had been no ad-—
equate accounting made. We are presently 1in the process
of gathering information from the various creditors which
is necessary to adequately explain what has happened at

|§ Kawerak during the period of time in question.

r
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Mr. Sanford Cohn, Chief Page Two
January .17, 1970 N

\ It is our purpose 1in this letter to request an
extension to March 15, 1978 for our reply to this
audit report. While most of the problem areas men—
tioned in the audit report have been corrected, we
feel that a more complete response could be made of
that time. We believe the additional time would be
well used to allow our Comptroller to become mqre
familiar with the situation here and 1in collecting
and organizing incoming information from our Credits
IT there is any problem with such an aporoach,
pic-"se let me know and we will immediately draft a
response based upon information available of that

time.

Sincerely,

Charles H. Johpson
Executive Vice-President

CHJ/ek

cc: Eloise King, DINAP - Seattle
Barry Jackson, Attorney - Fairbanks



The Honorable Micheal Bluin

Chairman, Sub-Committee on Indian Education
Committee on Education and Labor

2101 Rayburn House Office Building
Washington, D.C. 20515

Dear Congressmani

ThiB letter is more intended to bring you up to date on Kawerak
and the Bering Straits Native Association, rather than comment on any
Legislation concerning the Education needs of Alaska Natives, That
we intend to address further on in our development of a sound Tribal
Organization for our people.

I am sorry | missed seeing you on my last visit to Washington
D.C. at the end of September, | did get a chance to visit briefly with
Alan Lovo&ee. | plan on dropping in on you when I get back there again,
if, for nothing else than to tell you fiBhing stories.

As you can remember from your visit to our Region last August,
Kawerak was the Alaska Regional Non-profit that was forced into bank—
ruptcy court under Chapter 11, because tho accumulated debts were much
greater than the assets of the Corporation. This action was the re—
sult of poor fiscal management, of living on cash flow that was increas—
ing because of rapid program growth, and of poor accounting practices.

In spite of these problems, wo have found no evidence of "rip
offs", fraud or misappropriations of funds. In fact, our research shows
that the programs and services delivered were exomplary and went beyond
what the contracts or grants called for. This over-enthusiasm is partly
raoponsible for much of the ovar-expendituras.

Tho other causes of the over expenditures can bo traced to inade—
quate funding for services contracted for, inadequate indirect rates
and over enthusiastic auditing on purely techical errors on our part.

While we can trace sorao of our problems to poor management on the
part of my predecessors, | believe much of the blame should bo placed
on tho Federal and State Agendas who knew of Knweraks fiscal manage —
ment piJbloms, yet chose to look the other way and continued to put
monev into Kawerak, depito tho problems. The DOL Project Officer in
Seattle told mo in 1075 about visiting Kawerak in 1974 and of their
poor record keeping, yot tho DOL continued to fund and put CETA money

t

P.0O. BOX 505 = NOME, ALASKA 99762 < (907) 443-5231



1110 Honorable Mi & x Bluln ago Two
Docorubor 0, 1977

into Kawerak until Dvorak wont into Court.

Go, wo feel that tho Federal and Gtato Aqoncioh m\gt bear with
tlie reoponoibillty to clear up tho old debts dovoloned by pro—
grams fundad bv thono Agencies. We now have tho aupport od our Con-

groogional Delegation, tho Sonate Appropriation!! Staff, tho Select
Senate Committee on Indian Affairs, and tho new Assistant Secretary
of Interior, Forrest Cerard for this premino. Thio support is banod
upon our plans to justify the full coot of thosio programs against tho
nervices delivered, by comparing tho amount oil money wo received,
tho services "Q dolivored and tho actual amount thoso services coat,
wo foal wo fchould bo able to go back to the involved agency and re—
cover noot, if not all of the npount that vo expended. To feol that
even though many of tho rscorda are unauditablo duo to poor account—
ing practices, wo have enough information to leave little doubt as to
tho authenticity of the questioned expenditures.

Vith tho rungontion of Linda Richardson o* tvo Senate Appropriation
Staff, we vent to Forrest Gerard and he has aorred to ploy the load in
pulling together tho Agency Reprenenfcativos in Washington, D.C. next
April or May, once wo have completed.our work on justifying our debts.
Out of thene mootings ehould coma a method of paying those old debts.
Hopefully if everything goes well, wo hope to get oat of court during
this fiscal year.

Your aupport for our plans will be a big boo3t to our efforts.
If you h vo any questions, ploaso call mo, Lynn Aoor of congressman
Don young"s Staff, Mar): !'3oyer of Senator Cravolo Staff or Sally CrouG.man
of Senator Stevens Staff;

As to our current progrnmn, wo aro running vhat wo consider a model
Agency. Wo aro putting much of our efforts into uo-grading tho Native
Teacher Aides into certified tenchern. Thoso Aidea aro now providing
the continuity in our village echoolo as well as providing a positive
modol for our children. We will koop yon informed of our progreno.

T hope ycu will bo obla to visit us aaain in the near future. Va
need leaders like you who will listen to our needs and take action.

Until, wo can go fishing.

\ “Sincerely,
" il
i T . i, . 4 / T e Fiykeekes ‘i «
Charles Il. Johnnon
Te c! \ . , -gEXOOUtive Vice-President
.' L . [ |
cot Lynn Agcr, congrcaa Don Young @ Staff L
e Mark Hoyer, Senator Gravel"s Staff " x e o o

Sally Crossman, Senator Stovon®o Staff
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December 20, 1977

Mr. Charles H. Johnson

Executive Vice-President

Kawerak, Inc.

Bering Straits Native Association
P.0. Box 505, Nome, Alaska 99762

Dear Charlie,

Thank you for your letter received December 13, in
which you described the background of events regarding
the financial conditions of Kawerak, as well as what
the future holds 1in store.

I certainly feel your actions up to this ooint are
justified and it is gratifying to hear that the Assis—
tant Secretary is sympathetic to the problem. It would
seem that your plan which his been adopted to justify
your debts, etc., makes a great deal of sense.

Please know that you can count on my support. It
would certainly seem that your present situation was
not the product of a purposely conceived attempt to hide
financial transactions. I would hope that the course of
action you are now following would in itself be a solu—
tion to the problen.

As 1 indicated above, 1 support your attempts to
rectify the problem and will do whatever 1 can to be
helpful. I, too, wish you could have stopped by the

office on your last visit to Washington. We could have
at least talked about fishing, as | guess that"s as
\ close as | ever get to the "real thing." Please stop by

THIS STATIONERY PRINTED ON PAPER MADE WITH RECYCLED FIOER3



the next time you're

MTB :dp

in town.

Kindest.personal

Sincer/ly

Michael T. Dlouin,
Advisory Study Group

on

Indian Education

regards,

Chairman

L el

}hy
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June 5, 1978

Representative Steve Cowper
Chairman

House Finance Committee
Room 413, Capital

Juneau, Alaska

Dear Steve:

Attached 1is the work papers done by Francis Gallela
of Coopers & Lybrand for the administrative costs for
1975 and 1976 programs. On the basis of the actual ad-—
ministrative expenses for 1975 and 1976 our indirect rates
would have been 33.1% of direct expenditures.

Comparing our costs for the 1975 and 1976 Dorm and
Boarding Home Program of $656,623 (page 2 of justification)
our direct cost at the 33.1% rate would have been $217,342.
We were allowed $12,533 indirect (or 3% of $415,769) plus
$15,448 of line item expenses which would be called admin—
istrative for a total of $27,981 for a loss of $189,360 or
close to the $189,940 that we figure we have lost on State
contracts, this means that most of our losses can all be
traced to the operation of the Boarding Home Program.
Sincerely,

C /v A

Charles Il. Johnson,
Executive Vice-President

ENCLOSURES
cc: Alfred Nakak

Senator Ferguson
Barry Jackson



EXHIBIT B ,
KAWERAK, INC. ,

A NON-PROFIT INSTITUTION
COMPUTATION OF INDIRECT COST RATE

For the eighteen months ended June 30, 1976

Total Less; Exclusions Direct Indirect
Capital
Costs Expenditures Other Costs Costs
TOTALS (Exhibit A) $2,088,774 $37,023 $2,013V $1,539,791 $509 ,947
Rate Computation;
A t | = 509,947 = 33,1% of total direct costs

1,539,791 less capital expenditures,



A NON-PROFIT

KAWERAK,

EXHIBIT A

INC.

INSTITUTION

INDIRECT COST RATE PROPOSAL

SUMMARY OF DIRECT AND

For the eighteen months

GENERAL AND ADMINISTRATIVE COSTS

GRANTS,

€Y

Salaries and wages

Fringe benefits

Donations

Equipment & other capital expenditures
Rent

Building Maintenance

Other expenses

PROGRAMS AND CONTRACTS

Salaries and wages

Fringe benefits

Equipment & other capital expenditures
Interest

Other expenses

Maintenenace salaries

in the amount of $7,525 are

TOTAL

COSTS

98,295
15,825
1,607
4,452
135,374
24,620
235,833

355,055
57,164
32,571

406
1,127,572

$2,088 ,774

INDIRECT COSTS
ended June 30, 1976
LESS: EXCLUSIONS

Capital
Expenditures Other

$1,607
$ 4,452
32,571
406
$ 37,023 $2,013

included in indirect ccsts.

DIRECT

COSTS

$ 355,055
57,164

1,127,572
$1,539,791

INDIRECT

COSTS

$ 98,295
15,825

135,374
24,620
*235,833

$ 509,947

NOTES

G)
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COMMITTETE REPORT

SENATE
FURTHER:
4/13/78
Date :
Mr. President:
The Committee on FINANCE has had SB 589
appropriating $189,940 to Dept, of Education for reimbursement to Kawerak, Inc.

under consideration and (a majority of the committee) (the committee
reports it back as follows)

( ) recommends it do pass ( ) recommends it do not pass
( ) recommends it do pass with attached amendment(s)

( ) recommends it be replaced with CS for

and () new title () same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note
( ) vreports it back without recommendation

( ) and recommends it be referred to the Committee

MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:

Chairman
S 60 (rev. 6/77)
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Introduced: 4/13/78
Referred: Finance"" >

BY THE LABOR AMD MANAGEMENT
IN THE SENATE COMMITTEE

SENATE BILL NO. 589
IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act en i.tled:"An Act appropriating $189,940 to theDepartment of
Education for reimbursement to Kawerak, Inc. for ser—

vices received by the state from Kawerak, 1Inc.; ancl
providing for an effective date."
BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $189,940 1is appropriated from the general fund to
the Department of Education for reimbursement to Kawerak, 1Inc. for services
received by the state from Kawerak, Inc.

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

070(c).

SB 589

unmMi o\ ;- -Us -1-



ALASKA 'T vIE LEGISLATURE

SENATE

"An Acc

,5LtCO aJD Session

BILL
bOR AiU MARAGL

appropriating ~189,940

Lo the Department of Education
for reimbursement to Raweruk,

Inc. for sex~vices received

by the state from Kawerak, Inc
and providing for a effective

date."

Introduced

in the Senate

HISTORY IN THE SENATE

Read first time and referred
to Committee on

Reported back with
recommendation that

Read second time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by President
Sent to House

mmw M

HISTORY IN THE HOUSE

Read first time and referred
to Committee on

Reported back with
recommendation that

Read second time and

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reconsideration

PASS Effective Date
Yeas Yeas
Nays Nays
Absent Absent
Excused Excused

Reported correctly engrossed
Signed by Speaker
Returned to Senate

CHIEF CLERK OF THE HOUSE

HISTORY IN THE SENATE

Received from House

Reported correctly enrolled

by Governor

Filed wd;i Lt. Governor



I, the undersigned, an employee of the State of Alaska, do hereby certify

that the microfilm images on this microform are accurate reproductions

of the original records of the State of Alaska as accumulated during the

regular course of business, and “at it is the established policy and practice

of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Date



COMMITTETE REPORT

SENATE
FURTHER:
Date: @B}
Mr. President:
The Committee on FINANCE has had
“1j."filialf s-.-rvice to residential consumer* of electx ten.l «nci gy

under consideration and (a majority of the committee) (the committee
reports it back as follows)

( wm) recommends it do pass ( ) recommends it do not pass

« ) recommends it do pass with attached amendment(s)

( ) recommends it bereplaced with CS for

and () new title () same title

( ) AND attaches a Letter of Intent ( ) New Fiscal Note

( ) reports it back without recommendation

( ) and recommends it be referred to the Committee
MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS

H -

Chairman

S 60 (rev. 6/77)



|Original sponsor: State Affairs Committee

IN THE SENATE BY TEE FINANCE COMMITTEE
CS FOR SENATE BILL HO. 592
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL
.For an Act entitled: "An Act providing “lifeline* electric nervice to resi-

dential consumers of electric energy; and providing for

|
L an effective date.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
' * Section 1. FINDINGS AND PURPOSE. (@) The legislature finds that
(:) there exist many areas of the state where the citizens are
burdened by exorbitant electric energy costs; and
(:) electric energy sufficient to supply the basic needs of living
nof all the people of the stato should be made available at reasonable cost.
(b) It is the purpooe of this Act to provide a basic necessary amount:
of electric energy for residential consumer use at reduced costs and to
establish treasonable energy price par. / for electric energy use throughout
;the state.
¥ Sec. 2. AS 44.33.040 is amended by adding a new paragraph to read:
(:2) administer the residential electric energy lifeline rate
fund.
* See. 3. AS 44.33 is amended by adding new sections to read:
ARTICLE 2A. RESIDENTIAL ELECTRIC ENERGY LIFELINE RATE FUND.
Sec. 44.33.030. RESIDENTIAL ELECTRIC ENERGY LIFELINE RATE FUND
CREATED. There is created within the section of power development of
the Department of Commerce and Economic Development the residential

electric energy lifeline rate fund. From legislative appropriationsto

the fund, the department shall pay grants toeligible public utilities
providing electric energy in accordance with sees. GO - 99 of this

-1- CSSB 592



chapter.

Sec. 44.33.085. ELECTRIC ENERGY GRANTS. Payments shall be made
under secs. 80 - 99 of this chapter to defray the coats of electric
energy consumption for the lifeline energy usage block for residential
customers of a utility if the rate allowed by the utility"s tariff
exceeds the lifeline electric energy usage block rate. The payment due
a utility shall be determined by

(:) calculating the difference between the actual rate
charged by the utility and the lifeline electric energy usage block rate
for a residential customer;

() multiplying the amount determined under (») of this
section by the amount of electric energy consumed within the lifeline
electric energy usage block by each residential customer;

() summing the amounts determined under (2) of this section
for all residential customers served.

Sec. 44.33.090. PROGRAM ADMINISTRATION. (a) Payments shall be
made by the department directly to the utility. Payments shall be made
to a utility not less often than monthly.

(b) No payment of any portion of the proceeds of the fund may be
made by the commissioner unless

(:) there is on file with the department a vnritten certifica.f
tion of the commission that a utility providing electric energy for !
which a grant payment may be made under secs. 80 - 99 of this chapter is
subject to regulation by the commission under AS 42.05; and

(:) the commissioner is satisfied that, unless specifically
authorized on a temporary basis by the commission under AS 42.05.411(d),V

the monthly rate paid for the initial 300 kilowatt-hours per month by a

residential customer of a utility to which a grant payment is to be made_
i

exceeds the lifeline electric energy usage block rate determined under



sec. 99(4) of this chapter for the lifeline electric energy usage block,
as that rate nay have been adjusted by the commission.

(¢) Annually, before January 31, the commissioner shall determine
and advise the governor and the legislature of his estimate of the sum
required to provide funds sufficient to make full payment of grant3 fronm
the fund to all qualifying utilities under sec. 85 of this chapter.

(d) If amounts appropriated to the grant fund are insufficient to
meet the full payment due each utility under SE€C. 85 of this chapter,
the amount available in the fund shall be distributed pro rata among
eligible utilities. If proration of payment Is required, the comnis-
eioner shall immediately notify the chairman of the conroisGion and all
qualified utilities. V/hcn a utility receives notice from the commis—
sioner that proration of payment is required under this section, the
utility, after providing written notice to each affected customer of the
reason for the change in the charge for residential service, may require
residential users to pay on Increased portion of the cost of residential
service, not to exceed the rate allowed under the effective tariff,
which is sufficient to yield the rate of return to the utility contem—
plated In the effective tariff.

(e) The department may adopt regulations to carry out the purposes
of secs. 80 - 99 of this chapter.

Sec. 44.33.099. DEFIHITIOUS. In secs. 80 - 99 of this chapter

(1) "commission" means the Alaska Public Utilities Commis—

(:) "commissioner" means the commissioner of the Depertment

of Commerce and Economic Development;

(3) "department™ means the Department of Commerce and Eco—

nomic Development;

() "lifeline electric energy usage block™ means the initial



anount cf energy for residential customers of a utility providing elec—
tric energy and is limited to 300 kilowatt-hours per month per residen—
tial customer unit;

G) Mifeline electric energy usage block rate" means t
statewide standard rate for the lifeline electric energy usage block
which, unless adjusted by the commission, is 10 cents per kilowatt-hour.
Sec. 4. AS 42.05.141 is amended by adding a new subsection to read:

(b) The Alaska Public Utility Commission shall, not later than
January 15 annually, on the basis of the local rate experience of utili—
ties participating in the lifeline rate grant program during the pre—
ceding calendar year, annually determine a rate increment differential
applicable to the lifeline electric energy usage block rate under AS
44.33.u99(5), and report the differential determined to the commissioner
of the Department of Commerce and Economic Development for use in ad—
ministration of the residential electric energy lifeline rate fund
during that calendar year. In determining a rate increment differential
under this subsection, e<fhe commissioner shall take into account ell fuel
surcharges.

Sec. 5. AS 42.05.391(d) is amenued to read:

(d) Nothing in this section prevents a public utility from charg-
ing reduced rates

(1) to customers transferred to it from a competing utility
providing the reduction is an integral part of a contract, arrangement
or plan to eliminate the overlapping of service areas or to minimize
duplication of facilities and competition between public utilities”

(:) to residential customers of a public uti 7ity which is
providing electric energy, if the reduction 13 authorized by the cot."f-Is-

sion to qualify customers of the utility for the benefits of the resi—

dential electric energy grant and the reduced rate charged :s not less



1 than the amount provided to the utility by way of a grant frota the
2 residential electric energy lifeline rata fund.

3i * Sec. 6. This Act takes effect October 1, 1978.



P.O. Box 995

Nome, Alaska 99762
BERING STRAITS REGIONAL HOUSING AUTHORITY 443-5256 or 5257

May 2, 1978

Honorable Steve Cowper
Chairman
House Finance Committee
Pouch V
Juneau, Alaska 99811

Dear Mr. Cowper

I am writing concerning the legislation currently going thru the legislature
which would reduce all individuals electrical rates to .10 per KWH up to
300 KWH a month, with the State paying (die rest of; the bill

As a Regional Housing Authority, we are very concerned about the cost of
Utilities in our region . According to the Recp.ilati.ons established by the
United States Department of Housing and Urban Development, we are allowed to
charge no more than 252 of the participants income, less the cost of utilities
Under these regulations, we must present to HUD a comparitive analysis of

utility costs, in order to have the project approved . |If the Utility costs
plus the administrative charge exceeds 252 of the participants income, the
project will not be approved . 7\lso under our current Management program, the

high cost of electricity in the villages of our region often forces the people
to make the choice of paying their electrical bill or make the payments on their
home . Usually they choose to pay the electrical bill and fuel bill and very
often face the threat cf eviction due to non payment on their homes

Since the high cos!: of electrical services cou.ld have a very detrimental effect
on present and future programs of Bering Straits Regional Housing Authority
vig do hereby urge you to act favorably on SB 592 and 593

Sincerely,

Charles Nelson
Executive Director

cc : Chairman Steve Cowper
Chairman John Sackett
Senator Frank Ferguson
Nome Eskimo Community



TO-

from

oat; May 5, 1978
John Sackett, Chairman
Senate Finance Committee File 0.
TELERHOF.E NCI
Carolyn S. Guess, Commissioner subject

Alaska Public Utilities Commission

C-yj

In response to Senator Orsini®s inquiry regarding average residential
monthly consumption of utilities serving rural Alaska, the following
information may be helpful:

average
residential kwh usags
consumers
Kotzebue Electric Association 438 424
Nushagak Electric Association 359 370
Bethel Utilities 1,039 327

Senator Orsini” s
cc: Senator Ferguscn
Representative Anderson



May 3, 1978

CSSB 592

CS allows for indicated specific use or energy and not
a generalized sum.

Quarterly payments are changed to monthly basis to make
it more timely.

Energy usage block 1is changed to limit 300 KWH or less.

CS allows for change 1in fiscal responsibility - If grant
monies run out, the cost of service to residential users
will revert back to them. The utility will notify thenm

that funds are out and then turn responsibility over to
residential users.

Fiscal note being prepared by Commerce. They will bring

it to meeting on Friday. Carolyn Guess feels that Commerce

will come up with a :100.0 note.

APUC also preparing theirs.
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APUC POSITION ON THE LIFE LINE LEGISLATION

5 &

The Alaska Publle Ut|||t|es Commission I§|APUC ) will addresT Its comments
CONCern n%t IS A aﬁmn to the technical ap] financia aspects of
he bill as It wou ect the %omm|33|on commission does,
?wever understan Eroble acm% he re3| entia consumers "of
ectrlc ty in. rural Aa a/é rly those Céjst%mers 0 ‘ e Alash
V age fectric Assomatmq AVEC) and ‘has stated that 1t pelieves that
S economic survival will pendent on nontraditional approaches

|n rate design (see attachment 1

ne commission has worked with Senator Fergusonf staff and suga%%sted
changes and clarifications to the original “legisiation (see attachment

2 ).

The attached |sca| note indicates the "best guesstimate" of the addi-
tlhonaf APUC staff that woqu %e req uhlred to h ndfe the ?ncreaseg work-
load anticipated by passage of th|s proposal legislation.

A utilit lnancdal analxst would be re uweo’ for rﬁte desqn purposes.
It s anticipated that e ertise not ?u renty on the commission's staff
cu'rlrentlyge%g) to analyze requests for changes in rate design of

Ire
glgle and prospe Ive utl?mes
Cert| |cat|o and rate making procedures require ana 3|s by an en meer
and utility r}manmaf ana\< % P Becaase the(r]e |% }éan

tilities WH| request eco omic r]egu ation FS ecause our starf wor\<

0ad is at t e maximum, the fisca ?ote ‘ es an en%meer and utility
|nan(:|a ana)(st In anticipation o ut| Ities request g economic
regulation that are currently exempt from regulation.

Attachment 3 lists th?se utilities, any of whose first 390 kwh ared
excess of 108, as well as those utilitres not economically regulate
that may request regulations.
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being understandable and manageable and being sufficiently
sophisticated to reflect the proper price signals based on
the cost of service. The rate design approved by the
Commission is delineated 1in Appendix 4.

The Commission recognizes that the rate design
decision 1in this Docket 1is relatively traditional in scope
and believes this emphasis 1is appropriate to this period of
AVEC®"s reformation. It is equally apparent that creative
rate design solutions will be required in the future to
adequately address the problem of the continuing conflict
between the revenue requirements of AVEC and the ability or
willingness of its customers to pay the necessary rates,

For example, if the State"s policy makers provide additional
financial support to some of the large power users, con-—
sideration might also be given to the implementation of
lifeline rates for the residential customers who are es—
sential to the continuation of a program of rural electrifi—
cation. Thus, the Commission would expect the scope of the
rate design phase of any future rate proceeding to reflect
the socio-economic, balancing that will be necessary if AVEC
is to survive,

THE COMMISSION FURTHER FINDS AND CONCLUDES:

1. The AVEC Study included an uncortested eng—
ineering assessment of the AVEC village electrical systems.

2. The AVEC Study demonstrated that AVEC is not
furnishing and maintaining adequate, efficient and safe

service and facilities as required under AS 42.05.291(a).

U-77-77 (4)U-78-20(1)
Page 37
/Mfa.Lhrr)eni )



Suggested Changes 1in House Bill 937
To Senator Ferguson®s Staff

On April 27, 1 met with Chris Foster and Al latham (legis—
lative draftsman) of Senator Frank Ferguson®s staff a*." Jack
Chenowith (legislative draftsman) 1in regard to the suggested
changes of a technical nature the Commission would recommend

be made to House Bill 937. Beginning on page 2, line 7, the
sentence beginning "the payment to a uti-ity shall be com—

puted . . . should be eliminated as there is no apparent

known reason for the inclusion of the requirement for computation
in this section.

On line 12, the Commission believes paragraph (2) of Sec.

44 .47 .405 should read "multiplying the amount determined
under (1) of this section by the amount of electricity
consumed within the life line electrical enoi.gy usage block
for residential consumersAdditional langl. ge should be
inserted in (3) s* that the amount due the r.ility under the
life line electric energy usage block 1is tho. sum of each
residential customer ™ account.

The Commission believes that under Section 44.47_.410 payments
should be made to the utility on a monthly basis as a -«
quarterly payment increases the utility"s expense for cash
working capital thereby increasing the utility"s revenue
requirement.

The Commission believes that any utility requesting grants
under this legislation should be subject to total regulation

by the Alaska Public Utilities Commission and has suggested
that Sec. 44.47.410 (b) (1)(A)(B) 1implement this recommendation.

On page 3, line 4 (2) the Commission believes the section
should read as follows . . . . "the commissioner 1is satisfied
that the kwh rate charged, not to exceed 300 kilowatt hours
per month by a residential customer of a utility to which a
grant payment 1is to be made, does ex.ced the life Iline
electrical energy usage block rate determined under Section
415(4) of this chapter for the life line electrical energy
usage block as that rate may have been adjusted by the
Commission."”

On page 4, 1line 2(4) the Commission believes it should read
"life line electrical energy usage block™ means the 1initial
amount of energy for resident.ial customers of the utility
providing electrical energy and will not exceed 300 kilowatt
hours per month per residential customer unit."

The Commission recommended that AS 42.05.141(b)(1l) be deleted.
There are provisions for a utility to request economic
regulation and the Commission believes this section 1is
unnecessary.
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Senator Ferguson®s aides explained that AS 42.05.141(b)(2)
would provide that the Commission would annually adjust the
lifeline electrical energy usage block basing this adjustment
on a weighted percent cf increases experienced by those
utilities receiving grant funds during the previous year.

The adjustment would be expressed as a percentage based on
the weighting of kilowatt hours consumed and the percentage
of increase experienced.

Page 5, section 6 AS 42.05.411 should be amended to read (d)
To preclude loss of revenues by utilities supplying electrical
services 1in the event proration of the proceeds of the
residential electrical energy life line rate fund becomes
necessary under AS 44_.47.410(d), the residential consumer
would become responsible for the current effective tariff
rate.” There 1is no necessity for a revision of a tariff in
the event the residential consumer would be responsible for
the bill if state funding became unavailable.

In addition, the following items for discussion were presented
to Senator Ferguson®s staff.

(1) confirmation that the legislation is not mandatory
but elective on the part of the utility. Since my conversation,
it has become apparent that it may be necessary to write
this into the legislation.

(2) whether or not the legislation should state that
the utility may not rebate a customer when state monies are
received.

(3) the slow payment record of state agencies to regulated
utilities, particularly smaller utilities.

(4) the concern and subsequent burden on the Commission
that this legislation imposes in that a utility may not have
an incentive to hold down 1its costs if after 10d a kilowatt
hour the state guarantees payment.

(5) the necessity for the Commission to have a rate design
expert on its staff because of the temptation to load cosi s
to the first 30C kwh block of the residential consumer.

(6) the fact that increases in the cost of fuel which
occur throughout the year are to be included in the kilowatt
hour rate eligible for payment from the electrical energy
life line rate fund.



Utilities currently regulated or certificates pending whose rates,

fuel surcharge, are
Utility r of Users
Bethel Utilities Corp— 1,171
oration, Inc.
Alaska Village Electric 2,893

Cooperative, Inc.

Chugach Electric Assoc.

Hope, N/A
Moose Pass,
Kenai

Copper Valley Electric 2,120
Association, Inc.
Glenallen, included
Valdez total

Golden Valley Electric 12,055
Association

Homer Electric Assoc.
Seldovia, N/A
Port Graham

Kodiak Electric Assoc., 1,939
Inc.

Matanuska Electric Assoc. N/A

Inc.
Unalakleet

(48 villages)

in

in excess of 10 cents per kwh.

kwh:

1st 50
nxt 200
nxt 50

all kwh

1st 90
nxt 160
nxt 50

200
100

1st
nxt

1st 100
nxt 200
(Interim

1st 50
nxt 50
nxt 200

1st 50
nxt 50
nxt 100
nxt 100

1st 50
nxt 50
nxt 200

Cost +

Rate -

13.3d +
11.1d

+

37.2d +

12.5d +
10.6d

+

13d
lid

+

11.25 +
6.04 +

15d +
8d
6d

+ +

16d
12d
10d

7d

+ + + +

38.65 *
19.32
14 .49 +

+

=

.66d
.66d
.66d

0

o ©o

.97d
.97d

0
0

.88d
.88d
.88d
.83d

.92d
.92d
.92d

Surcharge

J

including the current

=7

14
12.
9.

37.

12.
10.

14
12

11
6

15d
8d
6d

16.
12.
10.

7

47 .
28.
23

otal

.96d

76d
96d

2d

5d
6d

.2d

.97d
.97d

.25d
.04d
effective 12/20/77)

88d
88d
88d

.88d

86d
53d

.70d

Weighted Averag<

12.

37.

11.

28

66 d/kwh

2 d/kwh

.43d/kwh

.77d/kwh

.83d/kwh

21d/kwh

.53d/kwh

Vv



Utility of Users kwh : Cost + Surcharge = Total Weighted Average

Akiachuk Application pending before the Commission - no rates available
Alaska Power & Telephone Co. 880
Craig N/A 1st 40 11C +t« 060 = 11.060 7.990/kwh
nxt 60 90 + .060 = 9.060
nxt 200 70 + .060 = 7.060
Hydaburg N/A 1st 40 ne + 3.940 14.940 11.870/kwh
nxt 60 90 + 3.940 12.940
nxt 200 70 + 3.940 — 10.940
Skagway N/A 1st 100 ioo + 1.690 = 11.690 8.690/kwh
nxt 200 5.50 + 1.690 = 7.190
Tok N/A 1st 100 130 + 2.750 F 15.750 14 _.250/kwh
nxt 100 120 + 2.750 = 14.750
nxt 100 9.50 + 2.750 = 12.250
Aniak Power Company 49 1st 2~Q 200 + 2.890 — 22.890 22.520/kwh
nxt 50 180 + 2.890 = 20.890
Arctic Utilities, Inc. N/A
Deadhorse 1st 10, 000 250 + 0 = 250 250/kwh
Barrow Utilities & 447 1st 200 150 + 0 = 150 14 .000/kwh
Electric Coop., Inc. nxt 100 120 + 0 = 120
Betties Light & Power, |Inc. N/A all kwh 240 + .570 = 24 .570 240/kwh
Pot Lake Electric, Inc. 20 1st 100 150 + 0 = 150 13.000/kwh
nxt 200 12v + 0 120
Fort Yukon Utilities 234 1st 100 250 + 3.240 Z 28 .240 16.330/kwh
nxt 200 150 + 3.240 = 18.240
Haines Light & Power Co., 562 1st 100 14.25 + .790 15.040 10.550/kwh
Inc. nxt 200 7.50 + .790 = 8.290



Utility if of Users
Kotzebue Electric Assoc., 490
Inc.
Manley Utility Co., Inc. N/A
Naknek Electric Assoc., 1Inc. 310
Naknek
Egegik
Napakiak N/A

(Pending application
for certificate)

McGrath Light & Power Co. 95

Northern Power & Engi- 26
neering Corp., Inc.

Northway Power & Light, 1Inc. 45

Nushagak Electric Coopera- 486
tive, Inc.

kwh: Cost + Surcharge - Total
1st 50 26£ +1.030 =27.030
nxt 50 220 +1.030 =23.030
nxt 200 13.50 +1.030 =14.530

(Not regulated as to rates and services)
1st 100 300 + 9 300
nxt 200 250 + 9 250
1st 50 200 + 2.560 = 22.560
nxt 50 160 + 2.560 = 18 .560
nxt 100 120 + 2.560 = 14.560
nxt 100 100 + 2.560 — 12.560
1st 50 240 + 4.50 — 28.500
nxt 50 220 + 4.50 = 26.500
nxt 200 160 + 4.50 = 20.500
Proposed

all kwh 240 + provision = 240
1st 50 13.50 + 4.510 — 18.010
nxt 150 11.50 + 4.510 = 16.010
nxt 100 11.00 + 4.510 — 15.510
1st 50 100 + 2.770 = 12.770
nxt 250 8y + 2.770 = 10.770
1st 100 130 + 1.630 — 14 .630
nxt 100 120 1.630 = 13.630
nxt 100 110 + 1.630 12.630
1st 50 220 + 7.540 = 29.540
nxt 50 150 + 7 .540 = 22. 540
nxt 200 11.50 7.540 = 19.040

Weighted Average

18.030/kwh

26 .660/kwh

15.880/kwh

29.660/kwh

240/kwh

16.180/kwh

11 .040/kwh

13.960/kwh

21.360/kwh



Utility ik of Users kwh : Cost + Surcharge = Total Werghted Average

Paxson Lodge, Inc. 4 1st 50 16 £ + 6 = 16% 11.16%/kwh
nxt 50 11C + 0 = 11%
nxt 200 io$ 4 0 = 10%
Holmes, W.W. d/b/a Semloh N/A it regulated as to rates and services)
Supply
Lake Minchumina 1st 50 14% + 0 = 14% 9.66%/kwh
nxt 150 12 % + 0 = 12%
nxt 100 8% u 0 = 8%
Tanana Power Company N/A 1st 200 13% + 0 = 13% 12.66%/kwh
nxt 100 12% + 0 = 12%
Wakefield Seafoods, Inc. N/A 1st 200 15% + provision = 15% 14 .33%/kwh
(Permanent application nxt 100 13% + provision = 13%
pending)
Yakutat Power, Inc. 172 1st 100 12% + 6.36% = 18.369% 17.02%/kwh \y
nxt 200 10$ + 6.36% = 16.369%
Iliamna Newhalen Electric N/A all kwh 30% + 0 = 30% 30$/kwh
Elfctirc Coop., Inc.
M & D Enterprises 111
Galena 1st 40 27.5* + 0 = 27.5% 25 .46%/kwh
nxt 100 27% + 0 = 27%
nxt 160 24% + 0 = 24%



Utilities not currently regulated but who could opt for regulation to become eligible
for lifeline grant monies whose rates are in excess of 10 cents per kwh.

Utility kwh:  Cost + Surcharge = Tot | Weighted Average
Seward, City of st 30 20C + 9 = 20C 6. 76C/kwh
nxt 70 96 + 9 = 9C
nxt 200 i+ 9 4C
Petershurg, City of Ist 100 10.5C + 9 =10.5C 7.56C/kwh
nxt 500 6.1C + 9 6.1C
Wrangell Electric Utility Ist 50 11C  + 9 = 11C 6.78C/kwh
nxt 50 .7+ 9 = T7.7C
nxt 100 5.5C + 9 5.5C
North Slope Borough all kwh 50C + N/A = 50C 50C/kwh
Coxdova, City of 1st 100  10c + N/A = 10C 9. 72C/kwh
nxt 150 §.55 + N/A = 8.55C
nxt 250 6.65 + N/A = 6.65C
Threa formation available on residential usage
lloonah
Angoon
Kake
Klawock

Kasoon



The following areas may be receiving electric service from utilities that are currently

exempt from Tegulation because they gross less than
case, it 1s assumed that their ratés are in excess of 1

000 per year. If this is the
0 cents per kwh and could be

eligible for the lifeline grant provided they submit to economic regulation.

lak
olmuit
lakaket

ic Village
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ssian Mission
t. George

t. Paul”
heldon Point
leetmute
nacross
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Iuksak,p )
Tuntutuliak
Unalaska ,
White Mountain



February 1, 1978

Tha Honorable Bill Miles

Chairman, State Energy Policy

Committee ,

Alaska House of Representatives

Pouch V

Juneau, Alaska 99811 "

Dear Chairman Miles:

Commissioner Guess of the Public Utilities Commission has,i)omted
out, in the attached memorandum, some current options available
for the delivery of power to the 48 rural Alaska villages

served by AVEC.

| would like for you to consider having the State Energy
Policy Committee evaluate the issues contained within her

memo.” | understand that there is crowing .interest in the
establishment of a rural "conference" similar to the South-
east Conference that will be examining this matter. | would
encourage you to work with that organization as it comes
together. “1 would hope also that an advisory sub-committee from
the ryral areas could be established to work with your committee
on this matter.

Sincerely,

Jay S. Hammond
Governor



Jay S. Hanﬂﬂond DAIE January 25, 1978
Governor

FILENO;
Bill McConke;
TELEPHONE NO:
SUSJECT: o .
Carolyn S. Guess AVEC - Electricity in
Commissioner Rural Alaska

Alaska Public Utilities Commission.

The cost of service study and management and engineering
evaluation of the Alaska Village Electric Cooperative (AVEC)
has been completed and presented in a formal proceeding to
the Alaska Public Ut; ities Commission. The purpose of this
paper is to document the scenario to date and discuss
current options available for the delivery of power to the
48 rural Alaska villages served by AVEC.

The <costs, presented for Commission consideration, on an
average kilowatt hour (kwh) basis to provide service for the
.entire AVEC system range from 29q per-kwh plus a demand
charge for large power users (AVEC"s request) to 41q per kwh
(implementation of all of the recommendations of the con—

sultants to Commission staff, Arthur Young & Company and
Robert Retherford & Associates.) The utility request was
modified to increase 1its request to 3OC per kwh (plus demand
charge) during the course of the hearing. The staff of the

Commission recommended rates of 34.3q per kwh as the needed
revenue requirement to keep AVEC functioning without the
implementation of any of the management recommendations or

engineering repairs. To bring the operation of the utility
in conformance with safety, management and engineering
recommendations, the cost would reach at least 41q per kwh.
The Rural Electric Association (REA) representative testi —
fied that REA had determined financial feasibility for rates
no higher than 32.5C per kwh. Rates set higher than 32.5C

per kwh would mean that additional 2% REA loan funds would
not be forthcoming until a study had been completed to

establish that all consumers could, in fact, pay those

rates.

As | see the alternatives given the present AVEC situation,
.the future holds a choice between three kinds of death for ti
utility -- heart attack, <cancer or malnutrition (absent a

state policy that determines it is 1in the public interest to
provide electrical power 1in rural Alaska).

The continuance of the existing subsidy of AVEC consumers
through the education dollar 1is the most unrealistic alter —
native given the reason for the study, and the subsequent
recommendation to tne Governor regarding the termination
charge and the discouragement of self generation by the



Memo to GoveTV.br Hammond -2- January 25, 1978

REAAs plus the statutory responsibility of the APUC to set
just, reasonable and nondiscriminatory races. There will be
no additional REA loans unless the REAAs sign long ternm
contracts to purchase AVEC power and the REAAs have 1indicated
their unwillingness to sign contracts 1if the educational
dollar is used to subsidize residential and small power
consumers -- very rapidly the system will fail.

A second alternative 1is to effect the level of rates requested
by AVEC which would keep the wutility financially viable for

a period of time. The school contracts would be signed
because the rates would be based on a cost to serve and the
State would agree to pay the termination charge required by
REA. However, few improvements to the system could be

made - the hazardous conditions that are apparent today,

even if corrected by Order of the Commission, will reappear
because there 1is not the money to adequately operate and
maintain the 44 separate generation facilities. The inevitable
would be failure of the system -- a matter of time.

sh 41q power to bring
ng and management

A third alternative would be to establ
this utility to" an acceptable engineer

standard of performance. The school contracts would be
signed; the recommendations of the study would be implemented
over a year or two, but there would be no guarantee that the
residential consumer and small power user, whose revenues

are 59% of the total revenue requirement, could pay these
rates. Serious Jjeopardy to the system would occur if they
were unable to pay the costs. (This would be analagous to

the situation of October 1976 whereby the schools*™ refusal
to sign the long terra contracts and generate their own

power threatened the existence of AVEC). In addition,
AVEC®"s banker would loan no more money because they believe
41c? kwh power is not financially feasible. AVEC"s life

will be Jlonger but once existing loan monies are exhausted,
AVEC woulc have to generate all needed dollars from revenues

or find another bankerl -- not a likely prospect.

The Commission will decide, based on the record 1in the
proceeding, AVEC"s revenue requirement and an equitable rate
design. It is anticipated that an crder will be forthcoming

in two or three weeks.

N-To date, REA has Jloaned AVEC two loans in the amount of
$10,261,000. An additional loan for $14,669,000 has been
approved aud $2,448,000 of this amount has been drawn down.
The 1interest rate for these loans is 2%.

BSKKBBSBS
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In any event, I believe the State must address the policy of
whether the provision of electricity 1in rural Alaska is 1in
the public interest. If the answer 1is in the affirmative,
then the State must realistically examine 1its role in the
provision of this service in the most efficient and cost
effective manner. Apparently the State can take care of
aiding the schools if their electricity bill is too costly.
The January 6, 1978 memorandum to the Governor from Jim
Edenso on the subject of AVEC and the REAAs speaks to the
amendment of the school foundation formula if excessively

high costs of electricity result from new AVEC rates. This
means "that the schools, through possibly an increased state
formula, could afford to pay the cost of electricity without
affecting the existing quality of education. Does the state

ignore the residential and small power user (store owner)
and expect him to pay his costs with no assistance because
there 1is no vehicle to assist him?2

The problem which the study originally addressed will likely
be solved through the recommendation documented 1in the
January 6, 197S memorandum, suora, made by the Governor®s
committee. I believe the focus should shift to the broad
policy questions of the desirability, the cost and the
State"s role in the provision of electricity in rural Alaska.

Bill McConkey and 1 discussed possible vehicles to address
these policy questions -- a joint administrative and legis—
lative committee appointed by the Governor, or the existing
State Energy Policy Committee chaired by Representative Bill
Miles. As a result of the AVEC study, there are resources
available to any committee that 1is chosen to address these
guestions. They include Loyd Hodson, manager of AVEC; Roger

Kemppel, attorney for AVEC; Malcolm Ch ak, REA field repre—
sentative for Alaska; Britt Crosley and Chuck Sitkin of
Arthur Young & Company; Bob Retherford of Retherford &
Associates and myself. I would be happy to discuss my
observations further and/or participate to any extent desired
in future discussions of this subject.

CSG:lin
Enclosures
CC: Jim Edenso

Sue Greene

n

"Enclosed are current effective rates for residential
consumers served by various utilities throughout Alaska.

0

eEnclosed are summary sheets of the revenue requirement
of all the AVEC villages broken down into expense categories
and translated into costs per kwh. You will note that AVEC
villages face an average cost of 18g per kwh to produce

power at the generation site.
Also attached 1is the breakout of the costs to provide

power to each class of consumer 1in each village during the
test year 1976. It should be noted that this schedule COUld

and probably would change yearly with the conditions and

situations experienced at each generation site.
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ALA CA VILLAGE ELECTRIC COO?L,.v>TIVE
Rate Design Document

Analysis of the Revenue Requirement
in 5/KWH by Class

Total Schedules /

Villace -R. GS-1 GS-2
ALAXANUX .493 ~ .579 .509 .450
AMBLER .440 .504 .469 .361
ANV IK .491 .544 .597 .454
CKEVAX .291 .308 .239 .198
EEK .367 .430 .552 .315
SLIM .280 .34 4 .303 .233
EMMONAX .326 .359 .340 .291
GAMBELL .288 .317 .296 .247
GOODNEV. 3 BAY .322 .369 .639 .282
GRAYLING . 389 .429 .551 .341
HOLY CROSS .273 .312 .300 .242
HOOPER BAY .210 .285 .199 .189
HUSLIA .287 .300 . 307 .263
UPPER ft LOWER KALSKAG .333 .358 .382 .298
KALTAG .382 <1424 .625 . 384
XASIGLUK & NUNAPITCHUX .269 .324 .381 .232
KIANA .259 .312 .272 .238
KIVALINA A4 .449 .458 .422
KOYUK .4 54 .507 .725 .389
MARSHALL .303 .347 .370 1264
MEKORYUK .539 .562 .552 .500
MINTO .399 .4 30 .422 .361
MOUNTAIN VILLAGE .250 .318 .245 .221
NEW STUYAHOK .361 .394 .490 .325
NOATAK .347 .359 . 388 .306
NOORVIK .332 .383 .364 .294
NULATO .345 .420 .328 .316
OLD HARBOR .251 .259 .250 .223
PILOT STATION .371 .391 .383 .330
QUINHAGAK .E23 .360 .411 .280
SAVOONGA .372 . 398 .373 .34 7
SCAMON BAY .404 .475 .487 .334
SELAWIK .313 . 357 .317 .284
SHAGELUK .254 .384 .359 .225
SHAKTOOLIK .4 83 .481 <= .657 .434
SHISHMAREF .374 .410 . 389 .332
SHUGNAK .553 .601 .612 .490
STEBBINS -.257 .303 .301 .221
ST. MARYS 1t PITKAS POINT .431 .507 .436 .396
ST. MICHAEL .751 .735 .S07 .701
TOGIAK . 338 .34 6 . 355 .318
TOOKSOOK BAY .428 .463 ..538 .384
TUNUNAX .393 .4 44 .472 .766
WALES .584 .615 .646 .525
"WEIGHTED AVERAGE .34 3 . 398 . 323 .299

.
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Residential Kates For Electricity In Effect January 1, 1978*

Anchorage - Municipality
o " Chugach Electric
Juneau - AEL 3 P

Glacier Highway
Bethel
Copper Valley (Valdcz/Glennallen)

Golden Valley (Fairbanks)
twu J.

Homer Electric

Kodiak

MEA (Palmer)

Akiachuk

Alaska Power 5 Telephone (Craig)
Aniak Power

Betties Light &Power

Ft. Yukon *

Hgines Light 5 Power

Kotzebue

Naknek

McGrath

Northern Power R Engineering (Cold Bay)
Nushagak

Yakutat Power *

Cents Ter

2.79
7

5*8
10

13.5
16
1 10
i G ir

— JEL_ -

11
13
24
25
14.25

26

135
10
22

11.8

*0nly the charge for the first block of the rate design

this is applicable for the first 50, 100 or 200 kwh.

Surcharge**
Cents Per KWH

.01

1.6

1.97

*69

1.7

2.97
2.89
.57

3.24
.0037
.2678
1.7

4 .51

2.6
.697

.386

is® included. Generally
(Each utility has its

individual block rate structure!. The AYI'C residential consumer uses an average

of 150 kwh per month.

*"A surcharge is allowed by the APUC when a utility has experienced frequent and

enexpcctcd changes in the cost of fuel.



Alifeline rate is a low base price for the minim-m quantity of
electricity, which a household requires for its basic needs, such
as heating, lighting, and refrigeration. Lifeline is also in-
tended to promote energy conservation by shifting costs to higher
use residential, commercial, and industrial consumers.
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DATE: April 27, 1978

To: John Sackett, Chairman Steve Cowper, Shairman
Senate FinanceCommittee A/ House Finance Committee
Pouch V Pouch V
Juneau, Alaska 99811 Juneau, Alaska 99811

From: AVEC Electrical Consumers (of)
Shishmaref, Alaska 99772

Subject: SUPPORT FOR PASSAGE OF SENATE BILLS # % 592 & 593

We, the undersigned, would like to make known our full support
for the passage of the above Senate Bills 592 and 593.

As you may be av/are, we are now paying 37.5 cents per kilowatt-
hour locally. This makes it difficult to meet all our expenses
each month: especially where the newer housing electricity
bills are now averaging about $160.00 to $180.00 per month.
This makes it further hard when most of the families have no
wage 1income.

Te thank you for your and the Committee"s (hopefully) favorable
action toward the above Bills.

cc: Frank Ferguson
State Senator
Pouch V
Alaska 99811

fYUIYV<x W
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To: John Sackett,

Pouch V
Juneau,
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Chairman
Senate Finance Committee

PAGE TWO

From: AVEC Consumers (of)

Shishmaref, Alaska 99772

Alaska 99811
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Introduced: 4/18/78
Referred: Commerce and

Finance
IN IHE SENATE BY THE STATE AFFAIRS COMMITTEE
SENATE BILL NO. 592
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act providing “lifeline® electrical service to
i residential consumers of electrical energy; and pro-
« viding for an effective date."”

9 BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

>0 * Section 1. FINDINGS AND PURPOSE. (@ The legislature finds that
] (1) there exist many areas of the state where the citizens are
12 burdened by exorbitant electrical energy costs; and

n (2) electrical energy sufficient to supply the basic needs of

=

living of all the people of the state should be made available at reasonable

cost,

(b) It is the purpose of this Act to provide a basic necessary amount

B W

of electrical energy for residential consumer use at reduced costs and to

5o

establish reasonable energy price parity for electrical energy use throughout

18 the state.

20 * Sec, 2. AS 44.47.050 is amended by adding a new paragraph to read:

2 (19) administer the residential electrical energy lifeline
2 rate fund.

23 * Sec. 3. AS 44.47 is amended by adding new secti>ns to read:

A ARTICLE 8. RESIDENTIAL ELECTRICAL ENERGY LIFELINE RATE FUND.

20 Sec. 44.47.400. RESIDENTIAL ELECTRICAL ENERGY LIFELINE RATE FUND

ESTABLISHED. There 1is created within the Department of Commerce and
21 Economic Jev.ilopTtenc the residential electrical energy lifeline rate
8 fund. From legislative appropriations to the fund, the department shall

n. pay grants to eligible public utilities providing electrical energy in



accordance with secs. 400 - 415 of this chapter.

Sec. 44.47.405. ELECTRICAL ENERGY GRANTS. Payments shall be made
under secs. 400 - 415 of this chapter to defray the costs of electrical
energy consumption for the lifeline energy usage block for residential
customers of a utility if the rate allowed by the utility"s tariff
exceeds the lifeline electrical energy usage block rate. The payment
due a utility suall be computed on an annualized basis and shall be
determined by

(1) calculating the difference between the actual rate charged
by the utility and the lifeline electrical energy usage block rate for
residential customers;

(2) multiplying the amount determined under (1) of this
section by the lifeline electrical energy usage block for residential
customers;

(3 multiplying the amount determined under (2) of this
section by the number of residential customer units receiving electrical
energy from the utilit].

Sec. 44.47.410. PROGRAM ADMINISTRATION. (&) Payments shall be
made by the department directly to the utility. Payments shall be made
to a utility not Less often than once each calendar quarter.

(b) No payment of any portion of the proceeds of the fund may be
made by the commissioner unless

¢)) there 1is on file with the department a written certifica—
tion of the commission that a utility providing electrical energy for
which a grant payment may be made under secs. 400 - 415 of this chapter

(A) is subject to regulation by the commission under AS

42.05; or

(B) if the utility is an electrical utility exempt from
regulation under AS 42.05.711, the utility has petitioned for

SB 592 0.



regulation of the rate which it charges to its customers, and the

petition for regulation of the rate has been accepted and acted

upon by the commission; and

) the commissioner is satisfied that, unless specifically
authorized on a temporary basis by the commission under AS 42.05.411(d),
the monthly rate paid for the initial 300 kilowatthours per month by a
residential customer of a utility to which a grant payment is to be made
does not exceed the lifeline electrical energy usage block rate de—
termined under sec. 415(4) of this chapter for the lifeline electrical
energy usage block, as that rate may have been adjusted by the commis—
sion.

(c) Annually, before January 31, the commissioner shall determine
and advise the governor and the legislature of his estimate of the sum
required to provide funds sufficient to make full payment of grants from
the fund to all qualifying utilities under sec. 405 of this chapter.

(d) If amounts appropriated to the grant fund are insufficient to
meet the full payment due each utility under sec. 405 of this chapter,
the amount available in the fund shall be distributed pro rata among
eligible utilities. If prorat.ion of payment is required, the commis—
sioner shall immediately notify the chairman of the commission and all
qualified utilities.

(e) The department may adopt regulations to carry out the purposes
of secs. 400 - 415 of this chapter.

Sec. 44.47.415. DEFINITIONS. In secs. 400 - 415 of this chapter

(1) “"commission" means the Alaska Public Utilities Commis-
oion;
(2) "commissioner"™ means the commissioner of the Department

of Commerce and Economic Development;

(3) "department" means the Department of Commerce and

-3- SB 592



Economic Development;

(A) "lifeline electrical energy usage block™ means the
initial amount of energy for residential customers of a utility pro—
viding electrical energy and equals 300 kilowatt-hours per month per
residential customer unit;

(5) "lifeline electrical energy usage block rate" means the
statewide standard rate for the lifeline electrical energy usage block
which, unless adjusted by the commission, is 10 cents per kilowatt-hour.
Sec. 4. AS 42.05.141 is amended by adding a new subsection to read:

(b) The Alaska Public Utility Commission shall

(1) adopt regulations by which a public utility furnisning
electrical services which is exempt from the provisions of this chapter,
or its customers, may voluntarily submit to regulation of Lhe utility"s
rates and accounting practices under secs. 361 - 501 of this chapter for
the purpose of gaining the benefits of a residential electrical energy
grant for its residential customers;

(2) not later than January 15 annually, on the basis of local
rate experience during the preceding calendar year, annually determine a
rate increment differential applicable to the lifeline electrical energy
usage block rate under AS 44.47.415(5), and report the differential
determined to the commissioner of the Department of Commerce and Eco—
nomic Development for use in administration of the residential electri—
cal energy lifeline rate fund during that calendar year.

Sec. 5. AS 42.05.391(d) 1is amended to read:

(d) Nothing in this section prevents I public utility from charg—

ing reduced rates

(¢)) to customers transferred to it from a competing utility

providing the reduction is an integral part of a contract, arrangement

or plan to eliminate the overlapping of service areas or to minimize

SB 592 V4t



duplication of facilities and competition between public utilitiesj_

(2) to residential customers of a public utility which is
providing electrical energy, if the reduction is authorized by the
commission to qualify customers of the utility for the benefits of the
residential electrical energy grant and the reduced rate charged is not
less than the amount provided to the utility by way of agrant from the
residential electrical energy lifeline rate fund.

Sec. 6. AS 42.05.411 is amended by adding anew subsection to read:

(d) To preclude loss of revenues by a utility supplying electrica:
services in the event proration of the proceeds of the residential
electrical energy lifeline rate fund becomes necessary under AS 44_47._-
410(d), the commission, upon 1its own motion, after receipt of notice
required to be furnished by the commissionerof the Department of
Commerce and Economic Development, may orderthe revision of atariff
for a temporary period to restore a portion of the rate of return to the

utility not covered by the grant fund payment.

* Sec. 7. This Act takes effect July 1, 1978.

5. SB 592



AMENDMENT

Senate Finance

Offered in the SENATE By

To:

CS SENATE BILL NO. 592

HOUSE BILL NO.

AMENDMENT : Page Line

Page

Page

Page

Page

2, Lines 25 and 26

Delete - "Unless specifically authorized on a temporary
basis by the commission under AS 42.05.A11(d),"

3, Lines 1, 17, 18, and 19
Line 1,

Change sec. 99(4;" to read "sec. 99(5)
Line 17,
Insert a period after the word "tariff".
Lines 18 and 19
Delete - "which 1is sufficient to yield the rate of
return tc the utility contemplated 1in the
effective tariff.”
4, Line 17
Change the word "commissioner™ to "commission"”

5, Line 3

Delete the period following October 1, 1978, and
insert the following:

, and terminates on June 30, 1980."



A MEND

Offered in the SENATE

To: SENATE BILL NO.

HOUSE BILL NO.

AMENDMENT : Page Line

M



THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

I. REQUEST
Bill/Resolution No. HB 937;/-
Title An Act_providing lifeline electrical service tri rpsidential-oonoHmcraa
Requested by Date ?

Il. FISCAL DETAIL .
Agency Affected _ Commerce and Economic Development

Program Category Affected Public protection and Development

Budget Request Unit(s) Affected masia Public Utilities commission and Energy and Power
Development

EXPENDITURES (Thousands of Dollars)

FY 78 FY 79 FY 80 FY 81 FY 82 FY 83
100 PERSONAL SERVICES 160.4 170.0 180.2 191.0 202.5
200 TRAVEL 20.0 21.2 22.5 23.8 25.2
300 CONTRACTUAL 86.8 92.0 97.5 103.3 109.5
400 COMMODITIES 4.0 4.2 4.5 4.8 5.1
500 EQUIPMENT 8.0 -0- -0- In- -n-
600 LAND & STRUCTURES
700  GRANTS, CLAIMS, ETC.
TOTAL 278.3 287.4- 304.7 322.9 342.3

:JUNDING (Thousands of Dollars)

GENERAL FUND 278.3 287.4 304.7 322.9 342.3
FEDERAL FUNDS
OTHER (Specify)

POSITIONS
FULL TIME 5 5 5 5 5
PART "LIMF
TEMPORARY 3 3 3 3 3

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

Personal Services Alaska Public Utilities Energy & Power
Commission Development

Accountant 1V (2156/mo) 32,469
Clerk Typist 111 (1092/mo) 16,456
2 Utility Financial Analysts (2156/mo) 64,939
utility Engineer (1861/mo) 28,027
2 Accounting Tech 11 (1606/mo)Temp. 4 mo. 13,792
Accounting Clerk 1 (1092/mo) Temp. 4 mo. 4,689
Total Personal Services 92,966 67,406
IV. DATE May 5, 1978 PREPARED BY A yny / C -

AGENCY Commerce and Economic Development__
Original: Legislative Finance PHONE 465-2505
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/77)



Travel

Contractual
Office Space 400 sf.
Computer Services
Typewriter Lease

Communications
Xerox & Printing

Professional Fees & Services
Computer Services
Total Contractual Services

Commodities

Equipment
$900/employee
Typewriter

Desk 300 )
Chair 150 )$900
File 400 )
Misc. 50 )

10,000
6,480

-0-

3,500

-0-
-0-
9,980

1,000

2j76t)

10,000

6,480
20,000
1,800

3,500
25,000
20,000
76,780

3,000

4,500

800
5,300



ASSUMPTIONS USED IN PREPARATION CF FISCAL NOTE

21 presently requlated utilities serving 74 conniunities will be
immediately eligible for the program. Eight more certificated, but
not regulated utilities would become eligible within the first year.

$ 3 1/2 to § 4 million will be paid to the utilities during the first
year offsetting the costs to approximately 19,000 consumers based on
300 kwh/month and 10<+kwh lifeline rate.

An additional 25 to 30 utilities with 2,000 to 3,000 consumers within
two years will qualify and participate in the program.

The state's six largest utilities - Chugach Electric Association, Anchorage
Municipal Light and Power, Golden Valley Electric Association, Matanuska
Electric Association - Palmer, Alaska Electric Light and Power, and Fair-
banks Municipal Electric - will not be eligible for the program.

The program will level out at about J*,000 consumers with costs between
$ 4 to § 5 million per year not including the expected inflation factor.

If the lifeline rate would remain at 10£/kwh, an additional 17,500 consu-
mers would become eligible within two or three years increasing the
grant funds required approximately § 800,000 -0 $ 1 million per year.



THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL NOTE

REQUEST 6 moA
Bill/Resolution No. HB 937 50 o™/
Title An Act: providing lifeline electrical sprvirp in Hq

Requested by

Il. FISCAL DETAIL .
Agency Affected _ Commerce and Economic Development

Program Category Affected rublic protection and Development

Budget Request Unit(s) Affected Alaska rublic utilities commission and Energy and Power
“ Development

EXPENDITURES (Thousands of Dollars)

1 FY 78 J FY 79 FY 80 FY 81 FY 82 FY 83

100 PERSONAL SERVICES 160.4 170.0 180.2 191.0 202.5
200 TRAVEL 20.0 21.2 22.5 23.8 25.2
300 CONTRACTUAL 86.8 92.0 97.5 103.3 10 .5
400 COMMODITIES 4.0 4.2 4.5 4.8 1
500 EQUIPMENT 8.0 -0- 04 -0-
600 LAND & STRUCTURES
700  GRANTS, CLAIMS, ETC.

TOTAL 278.3 287.4- 304.7 322.9 342.3~

FUNDING (Thousands of Dollars)

GENERAL FUVD 278.3 287.4 304.7 322.9 342.3
FEDERAL FUF I
OTHER (Specif-. -

POSITIONS
FULL TIME 5 5 5 5 5
PART TIME

TEMPORARY 3 3 3 3 3

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

Personal Services Alaska Public Utilities Energy & Power
Commission Development
Accountant 1V (2156/mo) 32,469
Clerk Typist 111 (1092/mo) 16,456
2 Utility Financial Analysts (2156/mo) 64,939
utility Engineer (1861/mo) 28,027
2 Accounting Tech Il (1606/mo)Temp. A mo, 13,792
Accounting Clerk 1 (1092/mo) Temp. 4 mo. 4,689
Total Personal Services 92,966 67,406
T _ .
(4*n (-5 fyZ L
IV. DATE May 5, 1978 PREPARED BY - /vv/
AGENCY Commerce and Economic Development_
Original: Legislative Finance PHONE 465-2505----———————————-

VC: Budget and Management
Prime Sponsoi (First Legisia®r Named)

o)1 (Rm.. 12/77)



Travel

Contractual
Office Space 400 sf.
Computer Services
Typewriter Lease

Communications
Xerox & Printing

Professional Fees & Services
Computer Services
Total Contractual Services

Commodities

Equipment
$900/employee
Typewriter

Desk 300 )
Chair 150

File 400 )
Misc. 50 )

10,000
6,480

-0-
-0-

3,500

-0-
9,980

1,000

2,700

10,000

6,480
20,000
1,800

3,500
25,000
20,000
76,780

3,000

4,500

800
5,300



ASSUMPTIONS USED [N PREPARATION CF HISCAL NOTE

21 presently regulat- " utilities serving 74 communities will be
immediately eligible for the program.  Eight more certificated, but
not regulated utilities would become eligible within the first year.

$ 312 to$ 4 million will be paid to the utilities during the first
year offsetting the costs to approximately 19,000 consumers hased on
300 kwh/month and 10£/kwh lifeline rate.

An additional 25 to 30 utilities with 2,000 to 3,000 consumers within
two years will qualify and participate in the program.

The state's six largest utilities - Chugach Electric Association, Anchorage
Municipal Light and Power, Golden Valley Electric Association, Matanuska
Electric Association - Palmer, Alaska Electric Light and Power, and Fair-

banks Municipal Electric - will not be eligible for the program.
fC
The program will level out at about 15,000 consumers with costs between

$ 4 to §5 million per year not including the expected inflation factor.

It the lifeline rate would remain at 10<E/kwh, an additional 17,500 consu-
mers would become eligible within two or three years increasing the
grant funds required approximately $ 800,000 to $ 1 million per year.

t X
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Introduced: 4/18/78
Referred: Commerce and

Finance
IN THE SENATE BY THE STATE AFFAIRS COMMITTEE
SENATE BILL NO. 593
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the residen—

tial electrical energy lifeline rate fund; and pro—
viding for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $5,400,000 is appropriated from the general fund
to the residential electrical energy lifeline rate fund administered by the
Department of Commerce and Economic Development.

* Sec. 2. The sum appropriated in this Act may be used by the Department
of Commerce and Economic Development for payment of a residential electrical

energy grant for use of electricity by customers of a qualifying utility

16 after July 1, 1978.

17

18

20

22

23

24

25

21
28

* Sec. 3. This Act takes effect upon the effective date of a version of
an Act entitled "An Act providing “lifeline® electrical service to residen—
tial consumers of electrical energy"™, which creates the residential electrical

energy lifeline rate fund.

_1- SB 593



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

after microfilm reproductions have been made.

Date



THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE J
FISCAL NOTE &
0
REQUEST
Bill/Resolution No. HCSSB 592 _
Title An Act Relating to Utilities
Requested by Pommprns .Date  6ZL6/-7-8-
Il. FISCAL DETAIL
Agency Affected Dept, of Law and Dept, of Commerce and Economic Development

Program Category Affected

Budget Request Unit(s) Affected Alaska Public Utilities Commission, Energy and
Power Development, and Legal Services
EXPENDITURES (Thousands of Dollars)
FY 79 FY 90 _Fy 81 . FY 82 FY 83 FY 84
100 PERSONAL SERVICES 224_Q 228 5 >59 6 267 8 295,00
200 TRAVEL 26.5 28 .1 2q a 81 6 22 .4
300 CONTRACTUAL 161.1 170.7 178 5 188 1 ?2nn .4
400 COMMODITIES 7.q 5,2 56 6 n 6 4
500 EOUIPMENT 12.0 -0- -0- -n- _n~
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.
TOTAL 432 .4 442 .3 466 .5 494 .5 524.1
FUNDING (Thousands of Dollars)
GENERAL FUND 432.4 447 7 466 5 404 - 504 ]
FEDERAL FUNDS
OTHER (Specify)
POSTI I10ONS
FULL TIME 7 7 7 7 7
PART TIME
TEMPORARY 2 3 3 3 3
. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)
*
Freakdown of fiscal imoact by section:
Secs. 2 - 4; FY 79 278.3; FY 80 287.4 FY 81 304.7; FY 82 322.9
FY 83 342.3.
Secs. 5-7: FY 79 153.2; FY 80 154.9 FY 81 161.8: FY 82, 171.6
FYy 83, 181.8
* This fiscal note 1is a combination of the fiscal note prepared by
Carolyn Guess of the APUC and Clarissa Quinlan - Div of Energy and

Power for HB 937, and the fiscal note for CSHB 399 prepared by H.

IV. DATE June 16, 19.78 PREPARED BY House-Commerce--—-———-————————m——mmmmoom .
AGENCY

Original: Legislative Finance PHONE 465-3889

ec: Budget and Management

Prime Sponsor (First Legislator Named)

13-001 (Rev. 10/76)
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Detail Breakdown for Secs. 2-4°

Personal Services APUC ENERGY AND POWER
Accountant 1V (2156)/mo.) $32,469
Clerk Typist 111 (1092/mo.) $16,456
2 Utility Financial Analysts
(2156/mo.) $64,939

Utility Engineer (1861/mo.) $28,027
2 Accounting Tech 11 (1606/mo)
Temp. 4 mo. $13,792
Accounting Clerk 1 (1092/mo.)
Temp. 4 mo. 4,689

total 92,966 $67,406
Travel

total 10,000 10,000

Contractual

Office Space 6,480 6,480
Computer Services -0- 20,000
Typewriter -0- 1, 800

Communications

Xerox & Printing 3,500 3,500
Professional Fees & Services -0- 25.000
Computer Services -0- 20.000
total 9,980 76,780
Commodities 1,000 3,000
Equipment 2,700 5,300

Total $316,646 $162,486



Detail Breakdown for Secs. 5-7

Personell
Attorney $47,605
*Tariff Specialist ($35,481)
Legal Secretary $16,867
sub-total $64,472

Travel

*3 staff $ 8,150
less Tariff Specialist ($ 1,625)
sub-total $ 6,525

Contractual
*Communication & Postage

(400/mo.) $ 1,700
Duplicating 300/mo. $ 3,600
*Rent $ 5,000
Typewriter $ 2,800
*Professional Fees (1,000 x $70)
reduced to 1,000 x $50 $50,000
Expert Travel $ 6,225
sub-total $69,325
Commodities
Professional Supplies $ 500
law tariff library $ 3,500
*0ffice Supplies $ 500
sub-total $ 4,500
Equipment
sub-total $ 3,967
Total $150,000 rounded
* “evised by House Finance: See House Journal Supplement Mo.

May 17,1977
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.7 NATE BY THE COMMERCE COMMITTEE
HOUSE CS FOR CS FOR SENATE BILL NO. 592
I'M THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
A BILL

6 For an Act entitled- "An Act relating, to utilities j and providing for an

7

effective date.”

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA.
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* Section 1. AS 42.05.711(d) is amended to read:

(d) The commission, on a finding that no legitimate public in-
terest will be served, may exempt a utility fro.a all or any portion of
this chapter. The commission may waive regulations adopted by it in
whole or in pare, upon application or its own motion, if necessary to
establish fair and reasonahle rates.

See. 2. AS 44.33.040 is amended by adding a now paragraph to read:
(12) administer the residential, electric energy fund.

Sec. 3. as 44,33 is amended by adding new sections to read:
ARTICLE 2A. RESIDENTIAL ELECTRIC ENERGY FUND.

See. 44.33.0d0. RESIDENTIAL ELECTRIC EMERGY FUND CREATED. There
is created within the section of rower development of the Department of
Commerce and Economic Development the r. 3i.denti.al electric energy fund.
From legislative appropriations to the fund, the department shall pay
grants to eligible public utilities providing electric energy in accor-
dance v?ich 3i.es. 3j - 94 of this chapter.

Sec, 44.33.0B3. ELECTRIC ENERGY GRANTS, Payments shall be made
under sees. 30 - 91 oi this chapter to defray the costa of electric

energy consumption for the electric energy usage bloc!: for residential
customers of a utility if the rate allowed by the utility's tariff
exceeds the electric energy usage block rate. The payment due* a utility
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shall be determined by

(1) calculating.' the difference between the actual rate
charged by the utility and the electric energy usage block rate Tor a
xnoidentfal custower;

(2) multiplying the amount determined under (1) of this
section by the amount oi electric energy consumed within the electric
energy -usage block by each residential customer,

(3) summing the amounts determined under (2) of this section,
for all residential customers served.

c. 44.33.090. PSOGRAi* AUHItHISTrtATIOS. (a) Payments shall be
made by the department directly to the utility. Payment? shall be made
to a utility not Jess often Chau monthly.

(b) Ho payment of any portion of the proceeds ofthe tund may be
made by the commissioner unless

(1) there is or. fil* with the department a written certifica-
tion oi the commission that a utility providing electric energy for
which a grant payment may bo made under secs. -30 - 99 of this chapter is
subject to regulation by the commission under AS 42.05; and

(2) the commissioner is satisfied that the monthly rate paid
tor the Initial 300 kilowatt-hours per month by < residential customer
of a utility to which a grant payment is to bo wade exceedsthe electric
energy usage bloeic. rate determined under sec. 99(3) ofthis chapter Tor
the electric energy usage block.

(c) Annually, before sarnary 31, the commissioner shall determine
and advise the governor and the Legislature of his estimate of the sum
required to provide* funds sufficient to make full payment of grants from

the fund to all qualifying utilities under tec. 35 of this chapter.
(d) If amounts appropriated to the grant fund are insufficient to
meet the full payment due each utility under see. 85 of this chapter,

1 2 .2 COMMITTEE COPY



the amount available in the fund shall be distributed pro rata among
eligible utilities. IfT proration of payment is required, the commis—
sioner shall immediately notify the chairman of the commission and all
gualified utilities. vJhen a utility receives notice from the commis—
sioner that proration of payment is required under this section, the
utility after providing written notice to each affected customer of the
reason for the change in the charge for residential service, may require
residential users to pay an increased portion of the cost of residential
service, not to exceed the rate allowed under the effective tariff.

(a) The department may adopt regulations to carry out the purpose:
of secs. 80 - 9y of this chapter.

Sec. 44.33.099. DSFIUITIOHS. In secs, 80 - 49 of this chapter

(¢D) Tommission." means the Alas/.a Public Utilities Commis—
sion ;

(2) "commissioner”™ means the commissioner of the Department
of Commerce and Kcononic Development;

(3) "departmentll means the Department of Commerce and eco—
nomic. Development;

(4) Telectric energy usage block™ means the initial amount of
energy for residential customers of a utility providing electric energy
and is limited to 300 kilowatt-hours per month per residential customer
unit;

(5) "electric energy usage block rate™ means the statewide
standard rate for the electric energy usage block and is 10 cents “per
kilowatt hour.

* Sec. 4. AS 42.05.391(d) 1is amended to read:

() nothing in chi3 section prevents a public utility from charg—
ing reduced rates

(1) to customers transferred to it iron a competing utility

CG\AM“ |== CODY -3- HCS CSSii 592
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providing the reduction is an integral part OZ a contract, arrangement

or plan to el.mir.ate the overlapping of: service areas or to uinicaizc

»

duplication O' facilities and corapetition. between public utilities”

(2) to residential customers or a public utility which

providing electric cntrgy, if the reduction 1is authorised by the coeatais-
sion_ to qualify custonerg pi the utility for the benefits of the reci-
dcritial electric energy grant and the reduced rate char{gad is _npt. less
than the amount provided to the utility by way of a_grant from the
residentlal clcctric energy rate fund.

See. 3. LEGISLATIVE 1dTKdT. The 1legislature determines that the public
est requires and demands the regulation of public utilities and wlLI be
r served I>y consumer representation before utility regulatory agencies,
de of and apart tforl the representation already provided by the Alaska
c Utilities Coevalsaion and its staff. Therefore, the legislature con—
s that it 1is in the public Interest that a public utility consumer

el be established to represent the interests of consumers before utii"ty
atory agencies.
Sec. 6. AS 44.23 is amended by adding new sections to road:

See. 44.23.070. PUBLIC UTILITY COMSUtSER CGUSSF.L. (a) Within the
Department of Lav is the office of the public utility consumer counsel.

(b) The office of the. public utility consumer counsel consists of
at least one assistant attorney general appointed by the Attorney
general who in admitted to the practice of law ? the state, and ie
familiar with public utility regulation and practice before public
utility regulatory commissions.

(c) The Department of Law shall set out separately the expenses of
the office of. the public utility consumer counsel as an independent
sub-program or element of the Department of Law budget, which shall be

submitted by the governor 1in accordance with the Executive budget Act

HCS CSSS 592 -4 -
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(AS 37.07) as part of his annual budget presentation to the legislature.
The funds budgeted shall include sufficient allowances for expert wit-
near, fees and other costs of participating in regulatory proceedings to
allow the office to operate effectively in representing the consumer of
services of a public utility.

(tl) The public utility consumer counsel my

(L) intervene as a party or otherwise participate in a hear-
ing or other procedure before a utility regulatory agency for the pur-
pose of representing the interest of utility consumers in the proceeding,
whenever he determines that the result of a proceeding uay substantially
ailiuct the interests o1 utility consumers;

(2) -maintain actions tor judicial review of utility regula-
tory agency decisions and may intervene or otherwise participate in
civil proceedings involving review or enforcement of agency action which
he determines may substantially affect the interests of consumers;

() select and contract for the services of technically
qualified persons in the area ox public utility natters to assist him in
the preparation and presentation of matters before regulatory agencies
and the courts

(a) The public utility consumer counsel shall subnit to the
legislature an annual report of the activities of his office. The
report shall be submitted on or before the first Jay of the legislative
session.,

Sac. 7. Ah 42.05.111 is amended to read:

See. 42.05.111. LEGAL COUNSEL. (a) The commission shall employ

[ATTuin.f.i GfiliLKAL IS] legal counsel who [KOd THE COHb!I53I0H. he] shall

advise the commission in legal natters arising in the discharge of its
eduties anuT notwithstanding AS 44.23.020, represent the coramieolon ia
actions to which it is a party. [If, in the opinion of the connissioo,
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tne. public interest 1is not adequately represented ay counsel 1in a pro—

ceeding, the commission."s counsel [ATTORNEY GKI1SRAL], upon request of
the commission, shall represent the public interest.

<b) The commission may employ temporary Jlegal counsel from time to
time in proceedings before the comission in which 1its own counsel [THE

ATTORNEY GENERAL] is representing the public interest or a party before

the coamission.

* Gee. 8. Sections 2 - 4 of this Act take effect October 1, 1978 and
terminate Juno 30, Ipod.
Sec. 9 Sections 1, 3 - 7 of this Act take effect July 1, 1973.
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Original sponsor: State Affairs Committee Offered: 5/11/7b
Preferred: Rules

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 592

IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act providing “lifeline® electric service to resi
dential consumers of electric energy; and providing for

an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND PURPOSE, (a) The legislature fir.ds that
(@) there exist many areas of the state where the citizens
burdened by exorbitant electric energy costs; and
(2) electric energy sufficient to supply the basic needs of living
of all the people of the state should be made available at reasonable cost.
(b) It is the purpose of this Act to provide a basic necessary amount
of electric energy for residential consumer use at reduced costs and to
establish reasonable energy price parity for electric energy use throughout
the state.

* Sec. 2. AS 44.33.040 1s amended by adding a new paragraph to read:

(12) administer the residential electric energy lifeline rate
fund.
* Sec. 3. AS 44 .33 is amended by adding new sections to read:
ARTICLE 2A. RESIDENTIAL ELECTRIC ENERGY LIFELINE RATE FUND.
Sec. 44.33.080. RESIDENTIAL ELECTRIC ENERGY LIFELINE RATE FUND
CREATED. There 1is created within the section of power development of

Che Department of Commerce and Economic Development the residential
electric energy lifeline rate fund. From legislative appropriations to

the fund, the department shall pay grants to eligible public utilities

providing electric energy 1in actL:dance with secs. 80 - 99 of this

CSSB 592 en&lttK
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chapter.

Sec. 44.33.085. ELECTRIC ENERGY GRANTS. Payments shall be made
under secs. 80 - 99 of this chapter to defray the costs of electric
energy consumption for the Ilifeline energy usage block for residential
customers of a utility if the rate allowed by the utility"s tariff
exceeds the lifeline electric energy usage block rate. The payment due
a utility shall be determined by

(1) calculating the difference between the actual rate
charged by the utility and the lifeline electric energy usage block rate
for a residential customer;

(2) multiplying the amount determined under (1) of this
section by the amount of electric energy consumed within the Ilifeline
electric energy usage block by each residential customer;

(3) summing the amounts determined under (2) of this section

for all residential customers served.

Sec. 44.33.090. PROGRAM ADMINISTRATION, (a) Payments shall be
made by the department directly to the utility. Payments 3hall be made
to a utility not less often than monthly.

(b) No payment of any portion of the proceeds of the fund may

made by the commissioner unless

(1) there is on file with the department a written certifica—
tion of the commission that a utility providing electric energy for
which a grant payment may be made under secs. 80 - 99 of this chapter 1is
subject to regulation by the commission under AS 42.05; and

(2) the commissioner is satisfied that the monthly rate paid
for the initial 300 kilov/att-hours per month by a residential customer
of a uLility to which a grant payment is to be made exceeds the lifeline

electric energy usage block rate determined under sec. 99(5) of this

chapter for the lifeline electric energy usage block, as that rate may

CSSB 592 tfifclksei , -2- Ml |



have been adjusted by the commission.

(c) Annually, before January 31, the commissioner shall determine
and advise the governor and the legislature of his estimate of the sum
required to provide funds sufficient to make full payment of grants fronm
the fund to all qualifying utilities under sec. 85 of this chapte*.

(d) If amounts appropriated to the grant fund are insufficient to
meet the full payment due each utility under sec. 85 of this chapter,
the amount available in the fund shall be distributed pro rata among

eligible utilities. If proration of payment is required, the commis—

sioner shall immediately notify the chairman of the commission and all

qualified utilities. When a utility receives notice from the commis—
sioner that proration of payment is required under this section, the
utility, after providing written txotice to each affected customer of the

reason for the change in the charge for residential service, may require
residential users to pay an increased portion of the cost of residential
service, not to exceed the rate allowed under the effective tariff.

(e) The department may adopt regulations to carry out the purposes

of secs. 80 - 99 of this chapter.
Sec. 44.33.099. DEFINITIONS. In secs. 80 - 99 of this chapter
(1) "commission”™ means the Alaska Public Utilities Commis —
sion;
(2) "commissioner" means the commissioner of the Department

of Commerce and Economic Development;

(3) "department"™ means the Department of Commerce and Eco—

nomic Development;

4) "lifeline electric energy usage block"™ means the initial
amount of energy for residential customers of a utility providing elec—
tric energy and is limited to 300 kilowatt-hours per month per residen—

tial customer unit;
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(5) "lifeline electric energy usage block rate”™ means the
statewide standard rate for the lifeline electric energy usage block
which, unless adjusted by the commission, 1is 10 cents per kilowatt-hour.
Sec. 4. AS 42.05.141 is amended by adding a new subsection to read:

(b) The Alaska Public Utility Commission shall, not later than
January 15 annually, on the basi3 of the local rate experience of utili—
ties participating in the lifeline rate grant program during the pre—
ceding calendar year, annually determine a rate 1increment differential
applicable to the lifeline electric energy usage block rate under AS
44.33.099(5), and report the differential determined to the commissioner
of the Department of Commerce and Economic Development for use 1in ad-—
ministration of the residential electric energy lifeline rate fund
during that calendar year. In determining a rate increment differential
under this subsection, the commission shall take into account all fuel
surcharges.

Sec. 5. AS 42.05.391(d) is amended to read:

(d) Nothing in this section prevents a public utility from charg-

ing reduced rates

(1) to customers transferred to it from a competing utility
providing the reduction is an integral part of a contract, arrangement
or plan to eliminate the overlapping of service areas or to minimize
duplication of facilities and competition between public utilities”

(2) to residential customers of a public utility which 1is
providing electric energy, 1f the reduction is authorized by the commis—
sion to qualify customers of the utility for the benefits of the resi—
dential electric energy grant and the reduced rate charged is not less
than the amount provided to the utility by way of a grant from the

residential electric energy lifeline rate fund.

Sec. 6. This Act takes effect October 1, 1978, and terminates on
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