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PURPOSE OF THE REPORT

In accordance with the intent of Titles 24 and 44 of the
Alaska Statutes (sunset legislation), we have reviewed the
activities of the Board of Psychologist and Psychological
Associate Examiners to determine if the Board has been
operating in an efficient and effective manner.

As required by legislative intent, this report shall be
considered during the legislative oversight function in
determining whether the Board of Psychologist and Psycho—
logical Associate Examiners should be reestablished. The
law currently specifies that this Board will terminate on
June 30, 1987.

The major areas of our examination were t"ie licensing,
examination, administration, complaint, and affirmative
action functions of the Board. We reviewed and evaluated
the following:

1. Applicable statutes and regulations.

2. Tests of files and documents of licensees.

3. Interviews with the licensing examiner.

4. Complaints filed with the Division of Occupational

Licensing, Equal Employment Opportunity Office,
Attorney General®s Office, and the Ombudsman Office.

5. Discussions with Bjard members.

6. Minutes of Boaril meetings and Division correspondence
files.

7. Attorney General®s Opinions applicable to professional
boards.
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ORGANIZATION AND FUNCTION

The Board of Psychologist and Psychological Associate
Examiners (PPAE) was established under the provisions of
Title 8, Chapter 86 of the Alaska Statutes. The Board con—
sists of four licensed psychologists and one public member
appointed by the Governor and approved by the Legislature.

The Board regulates licensed psychologists and psychological
associates 1in the State. A psychologist is licensed to use
psychological principles, methods, and procedures for the
treatment of emotional and mencal disorders. A psycho—
logical associate is licensed to perform psychological
services under the supervision of a licensed psychologist.
Legislation recently passed (Chapter 63, SLA 1986) allows

a psychological associate who has completed at least five
years of licensed practice to petition the Board for cer—
tification to practice without supervision.

The Board"s duties are basically the following:
1. Examining and issuing licenses to qualified applicants.

2. Establishing or amending rules and regulations
necessary and desirable to enforce State statutes.

3. Holding hearings inorder to revoke or suspendthe
license of a personviolating the psychologistand
psychological associate statutes and regulations.

An applicant may be licensed by passing an exam given by the
Board or by credentials. For credentials, an applicant must
provide proof of licensure by another authority with equal
licensing requirements.

In order to qualify for licensure as a psychologist by
excmination, an applicant must pass a written examination,
have a doctorate degree, and one year of experience. The
examination is composed of two parts: an objective national
examination composed by the Professional Examination Service
and an essay examination composed by the Board.

Psychological associates may qualify for the examination if

they have three years supervised experience after obtaining
a Master®s degree.
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REPORT CONCLUSION

Policy Issues

This report contains policy issues raised as a result of

our evaluation of various Board practices. The final policy
decisions affecting these practices are not within the scope
of this report but require legislative consideration. In
debating these issues, the oversight committees should take
into consideration the findings and recommendation presented
in this roport so the potential 1impact of policy changes can
be evaluated.

Report Conclusion

In our opinion, the Board of Psychologist and Psychological
Associate Examiners should be reestablished. The regulation
and licensing of qualified professionals is necessary to
protect the public®s health, safety, and welfare. The Board
provides this service by establishing minimum educational

and experience requirements that provide reasonable assurance
that persons licensed are qualified. Also, assurances that
those licensed act in a competent manner is provided by ac—
tive investigation of complaints and revocation or suspension
of licenses when appropriate.

However, the following finding describes an area where weak—
nesses or conflicts exist. We have made a recommendation
which, 1f implemented, will improve the efficiency and
effectiveness of the Board.

The Board should adhere to regulations for denying applicants
the right to take the psychology examination. Two applicants
were improperly denied the right to take the psychology
examination.
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FINDINGS AND RECOMMENDATION

Recom mendation NoO. 1

The Board should adhere to regulations concerning Board
powers to deny applicants from licensure by examination.

The Board inappropriately denied a person tl. right to take
the psychology exam based on the allegation of unethical
conduct. The Attorney General®s Office determined that the
Board®s action was not authorized under existing statute or
regulation.

12 AAC 60.055 permits the Board to deny an applicant for
licensure if the applicant has

(1) been found guilty of incompetence by another
state or jurisdiction;

(2) violate the ethical standards for providers of
psychologic” services as established by anothc *
state agency or jurisdiction;

(3) misrepresented his or her qualifications to
the board in any way; or

(A) been found to be practicing psychological
services without a license.

In this instance there was no actual finding or decision by
another State agency or jurisdiction.

Similarly, another applicant for licensure by examination
was not allowed to take the examination pending the outcome
of an investigation by the Division of Occupational Licens—
ing. Board of Psychology regulations do not prohibit a
person from taking the psychology exam merely based on an
investigation. According to the Licensing Examiner, the
Board tabled their decision to act on the application
without even reviewing the applicant™s file.

Alaska Statute 08.86.070 provides for the Board to impose
disciplinary sanctions. Those disciplinary sanctions apply
to licensed psychologists and psychological associates. The
Board does not have the authority to deny applicants the
right to take the psychology examination as long as other
minimum requirements are met. Denial of that right cannot
be based on mere allegations or outstanding investigations.
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ANALYSIS OF PUBLIC NEED

Limited Analysis

The following analyses of board activities relate to the
public need factors defined in the "sunset™ law. These
analyses are not intended to be comprehensive, but address
those areas we were able to cover within the scope of our
review.

I. The extent to which the board, commission, or program
has operated in the~public interest-

A. The Board has promulgated regulations concerning
continuing education requirements. In addition,
public hearings have been held to consider
regulation changes regarding course requirements
for graduate programs in psychology, criteria for
practicing psychology without supervision as a
psychological associate, and the qualifications
for persons performing psychological-related
activities that are exempt from licensure. The
public is notified about upcoming examinations
and meetings and is invited to provide input at
Board meetings.

B. The Board has developed goals and objectives.
Some of the goals the Board achieved in 1986
includes:

(1) Reviewing applications for licensure and
examination.

(2) Conducting examinations twice a year.
(3) Reviewing investigative reports.

(4) Considering regulatory changes to psychology
regulations.

C. The Board prepared forms to document continuing
education by licensed psychologists.

1. The extent to which the operation of the board, commis—
sion, or agency program has been impeded or enhanced
by existing statutes, procedures, and practices which
it has adopted, and any other matter, 1including
budgetary, resource, and personnel matters.

A. The Board needs to clarify AS 08.86.180 which de—
fines the Board"s jurisdiction over the practice of
psychology. The statutes which govern the Board
prohibit any person, unless they are licensed or
exempt, to practice psychology in the State.

STATE OF ALASKA -9 - DIVISION OF LEGISLATIVE AUDIT



Alaska Statute 08.86.180(b)(1) specifically
exempts persons from licensure that are employed
by a governmental unit, educational institution,
or private agency who may be required to engage in
some phase of work "of a psychological nature”™ if
the employer maintains "appropriate supervision”
of the psychological activities and professional
conduct. What constitutes ™"appropriate super—
vision™ and what is considered activity "of a
psychological nature™ has not been defined in the
statutes.

The lack of specific statutory guidelines has
caused confusion among other professions as to
whether their practice is covered by Title 8,
Chapter 86 of the Alaska Statutes.

B. The Division of Occupational Licensing (OL) does
not have an allocation plan for indirect costi
for each individual board. They have recently
implemented procedures to recoup costs for all
boards under their purview.

C. Legislation was recently passed (Ch. 63, SLA 86)
that requires the Board to submit proposed regula—
tions establishing the requirements for graduate
programs in psychology under AS 08.86.130 (psych—
ologists licensing requirements) and establishing
the criteria for practice without supervision
under AS 08.86.164 (e) (as a psychological
associate). Part of the proposed regulations
requires psychological associates (PAs) to obtain
60 hours of graduate program study, including a
Master®s degree, 1in order to practice without
supervision after five years of supervised
practice.

Currently, PAs are required to have three years

of supervised experience prior to getting their
license and an additional five years of supervised
experience after receiving their license. Eight
years of experience combined with 60 hours of
graduate program study seems overly restrictive

in order for PAs to practice without supervision.
Based on public response to the draft regulations,
it may not be in the public®s best interest to
require this additional amount of education.

The extent to which the board, commission, or agency
has recommended statutory changes which are generally
of benefit to the public interest.

A. The Board has proposed statutory changes for Lhe

temporary licensure of applicants. The legislation
would change this process from a licensing process

STATE OF ALASKA -10- DIVISION OF LEGISLATIVE AUDIT



to a permit process and allow applicants for
licensure by credentials to be issued a temporary
permit provided they meet criteria similar to
licensing requirements.

B. The Board has proposed statutory changes to
clarify exactly when confidentiality may be waived
if a client threatens serious harm to her/himself
or to another person, or to property in such a way
that a person®s life might be in danger. In
addition, thu Board has proposed legislation to
clarify under what conditions the board may impose
discipl: cry sanctions against a psychologist for
lewd conduct.

The extent to which the board, commission, or agency
has encouraged interested persons to report to it "
concerning the effect of its regulations and decisions
on the effectiveness of service, economy oF service,
and availability of service which it has provided.

A.  The public is invited to attend Board meetings.
Notices of meetings and examinations are published
in at least 3 major newspapers and a time for
public comment is reserved at Board meetings.

The extent to which the board, commission, or agency
has encouraged public participation in the making of
its regulations and decisions.

A.  Public notices of proposed regulations are pub—
lished in major newspapers. Public comment to
proposed regulations, both written and oral, are
considered at Board meetings.

The efficiency with which public inquiries or com—
plaints regarding the activities of the boardT com—
mission, or agency filed with i1t, with the department
to which a board or commission is administratively
assigned, or with the Office of the Ombudsman have
been processed and resolved.

A. Most complaints filed with OL allege unlicensed
activity. For the most part, these complaints
are investigated and resolved in a timely manner.
Investigations could be hampered because statutory
language concerning licensing exemptions to the
practice of psychology is difficult to interpret
(see 11. A.). Based on records at OL, there were
6 complaints filed at OL in FY 86, 20 filed in
FY 85, and 19 filed in FY 84. Currently, only
one investigative case 1is outstanding.

B. Review of recently closed Omb “sman®"s case
files showed no significant complaints.
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VII. The extent to which a board or commission which
regulated entry into an occupation or profession has
presented qualified applicants to serve the public.

A. As of June 30, 1986, the Board regulated 94
psychologists and 14 psychological associates.

Fifty-three new licenses have been issued since
FY 82.

B. Due to problems with the exemption statute, it is
difficult to tell where the Board®s jurisdiction
begins and where it ends.

VIII. The extent to which state personnel practices, in—
cluding affirmative action requirements, have been
complied with by the board, commission, or agency

to its own activities and the area of activity or
interest.

A. Psychology and psychological associate applica—
tions require unnecessary information such as
an applicant®s age, birth place, and picture.

IX. The extent to which statutory, regulatory, budgeting,
or other changes are necessary to enable the agency,
Board, or commission to better serve the interests of

the public and to comply with the factors enumerated
in this subsection.

A. Please refer to the previous sections and Findings
and Recommendation.
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APPENDIX A
BOARD OF PSYCHOLOGIST AND PSYCHOLOGICAL ASSOCIATE EXAMINERS
REVENUES COMPARED WITH EXPENDITURES
For the Fiscal Year Ended June 30, 17786

(Unaudited)
(Note 1)
Average Revenue $ 8,808.00
(See Schedule 1 and Note 2)

Expenditures (See Note 3) 22,045.28
Excess of Revenues over Expenditures $(13.237.28)
Schedule 1
Amount Amount
Prior to Effective

Revenues 11/20/86 11/20/86 Collection Time

Application Fee $ 25 $ 20 With submittal
of application

Examination Fee $125 $ 90 With submittal
of application

Credential $125 $ 50 With submittal
Review Fee of application

Initial License $200 $200 With submittal
Fee of application
License Renewal $200 $200 Every Four Years

Note 1

This revenue/expenditure comparison was prepared from
available records and discussions with Occupational Li—
censing personnel. The records were not audited by us
and, accordingly, we do not express an opinion on the
Board"s Statement of Revenues Compared with Expenditures

Note 2

A significant portion of revenues 1is composed of license
renewal fees. Licenses are renewed every four years and
the last renewal date was June 30, 1985. Because of the
renewals, revenues vary substantially every fourth year.
Therefore, we averaged revenues collected in fiscal years
83, 84, 85 and 86 1in order to obtain a representative
amount of average annual revenues collected.
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Note 3

Expenditures consist of direct costs resulting from Board
activities, which includes travel, per diem, and miscellane—
ous contractual expenditures incurred by the Board members
and the Board"s licensing examiner. This amount does not
include indirect administrative expenditures of the Division
of Occupational Licensing or expenditures for efforts of
other departments assisting the Board.
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APPENDIX B
BOARD OF PSYCHOLOGIST AND PSYCHOLOGICAL
ASSOCIATE EXAMINERS
EXAMINATION STATISTICS

1982 1983 1984 1985 1986
Failed at Least
one Section
Passed 9 5 3 _8 4
Total 13 9 7 10 7
APPENDIX C

BOARD OF PSYCHOLOGIST AND PSYCHOLOGICAL
ASSOCIATE EXAMINERS
YDMINISTRATIVE STATISTICS

Schedule 1
Number of Licenses

As of June 30, 1986

Licensed Psychologists 94

Licensed Psychological Associates 14

Total 108
Schedule 2

Licenses Issued by Fiscal Year

1982 1983 1984 1985 1986
Psychologists 7 10 7 12 9

Psychological 2 2 1 2 1
Associates

Total 12 14 10

STATE OF ALASKA -17- DIVISION OF LEGISLATIVE AUDIT



(Intentionally left blank)

STATE OF ALASKA -18~ DIVISION OF LEGISLATIVE AUDIT



I-H3LH

STEVE COWPER, GOVERNOR

DEPARTMENT OF COMMERCE & 5’8
ECONOMIC DEVELOPMENT PH

OFFICEOF THE COMMISSIONER

E  ALASKA 99811
NE: 465-2

February 6, 1987

Mr. Gerald Wilkerson

Legislative Auditor

Division of Legislative Audit ; - -
P.0. Box W /.0 .7
Juneau, AK 99811

Dear Mr. Wilkerson:

The department agrees that the Board of Psychologist and Psychological Asso—
ciate Examiners should be continued and concurs with the recommendation

that the board should adhere to regulations concerning the board pov/ers to
deny applicants from licensure by examination. It should be noted, however,
that, although the board initially inappropriately denied an applicant from
licensure by examination, an attorney general®s opinion was sought prior to
the examination and the candidate was permitted to take the examination on
schedule.

The issue was whether or not the board has the power to deny a license by
examination or licensure by credentials based on allegations of unethical
conduct or pending the results of ongoing investigations. Under its current
regulations, the board does not have this authority. Since the board has
the responsibility to ensure only qualified, competent individuals receive
licenses to practice,, the department would recommend that the board amend
12 AAC 60.055 to add another section: "(5) is not the subject of an unre—
solved complaint, review procedure or disciplinary proceeding." There is a
current applicant for licensure v/ho has been accused of several counts of
sexual misconduct in another state. Under the existing regulation, the
board is required to license the applicant. The department believes the
public safety will be in danger if this applicant is licensed prior to the
allegation being substantiated. Several regulatory boards have similar
provisions in statute or regulation.

Thank you again for the opportunity to comment on your findings.

Sincerely

JAS/KM/ssC19
020687b
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F STEVE COWPER, GOVERNOR

u
DEPARTMENT OF COMMERCE &
ECONOMIC DEVELOPMENT
DIVISIONOF OCCUPATIONAL LICENSING
February 17, 1987
Mr. Gerald L. Wilkerson . W
Legislative Auditor s
Legislative Audit Division .
P.O. Box W - Ji
Juneau, AK 99811 J

Dear Mr. Wilkerson:
Re: Audit Control #08-1270-87R

We received the report of the Legislative Audit Division arid, with the
exception of corrections noted below, we will continue to work on
areas set forth in the report. These areas are already priorities for
us.

With reference to recommendation |, the board approved the application
pending a response from the Attorney General. An opinion was received
and the person in question did take the examination.

With reference to recommendation 11(c) in the "Analysis of Public
Need" regarding education requirements for psychological associates,
the board decided on requiring 60 credit hours for program study
because, as it now stands, the five-year period of experience can be
for any number of hours, and supervision must only be one time per
month by telephone and one face-to-face meeting quarterly. This is
not adequate protect.on for the public. For example, there is no pro—
tection against a person who sees three clients per week for a year
(three hours) and has three face-to-face supervision sessions each
year. Under current regulations, the psychological associate is only
required to have one year of graduate education before going into
full-time supervised practice. We believe that the combination of
education and experience is inadequate and should be increased.

Sincerely,

Linda Olsen Webber
Board of Psychologist and
Psychological Associate Examiners

LOW/sa2759s
21787¢c



THE LEGISLATURE

BEEETADADITCMITE

February 23, 1987

Members of the Legislative Budget
and Audit Committee:

We have reviewed the Board"s response to the preliminary
audit report on the Performance Report on the Department of
Commerce and Economic Development, Board of Psychologist and
Psychological Associate Examiners. Our comments follow.

The Board has proposed regulations requiring a psychological
associate (PA) to have 60 credit hours of program study
after five years of supervised experience in order to
practice unsupervised. In the Board®"s opinion, 60 credit
hours of study is necessary to insure adequate public
protection. The Board gave an example of a PA practicing
but only seeing three clients per week for a year (three
hours) and has three face-to-face supervision sessions each
year. We believe the 60 credit hour educational requirement
is excessive.

Currently, a PA is required to have a Master"s degree (24
credit hours) and three years of weekly supervision and

pass a national examination in order to be licensed as a

PA. Legislation amending AS 08.86.164 recently passed that
allows a PA who has completed at least five years of li—
censed practice to petition the Board for certification to
practice without supervision (monthly contact and quarterly
face-to-face meetings). The Board 1is required to grant the
petition if the PA satisfies the criteria established by the
Board by regulation. Proposed regulations include requiring
the PA to have documented at least five years of supervised
practice which included at least an average of 1,500 hours
of supervised practice per year. This would prevent a non—
experienced PA from being certified to practice unsupervised.

The new legislation also requires the Board to propose
regulations defining the academic programs that are required
to be included in obtaining the Master®s degree. Testimony
was given by the Division of Occupational Licensing during
the legislative hearings. At the hearings it was stated
that the main purpose of the bill was to define an accept—
able masters program through regulation so that the Board
could agree that a PA can practice psychology after a
certain amount of time. Therefore, the Board"s definition
of programs to be included in a PA"s Master®"s degree along
with supervised experience should be adequate to protect
the public.

-21 -



In addition to supervised experience, the Board also re—
quires 20 hours per year of continuing education 1in order
for a PA to renew their license to practice. We question
whether an additional 36 credit hours of education will
better protect the public from a PA practicing unsupervised
considering they have eight years of supervised experience
and meet continuing education requirements.

Gerald L. Wilkerson, CPA
Legislative Auditor
Division of Legislative Audit

STATE OF ALASKA -22- OIVISION OF LEGISLATIVE AUDIT






®

Date referred:

The

"An Act relating to the power

HOUSE

Labor & Commerce

CoOM M

3/16/87

HECCMHKHDS :
[ 1 replace with 15 i
[ 1 attached amendment(s)
[ 1] do pass
[ ] do not pass
[ ] no recommendation
[ ] individual recommendations
[ ] additional referral to the
ADOPTS: [ letter of intent
ATTACHES HEW FISCAL NOTE(s):
[ 1 fiscal impact [
[ 1 zero fiscal note
[ 1 zero with analysis [

ITTEE

FURTHER REFERRALS:

Committee has considered

REPORT

Resources
Finance

DATE:
HB 182

cost equalization program.

[ ] the same title

[ 1 a new title

Committee

] same as previous fiscal

published

note

] same as previous zero fiscal

note published

SIGNING OTHER KEOOMMKIDATIONS:

Chairman's s

Ko
7 t
Lve r 6Lc
10 /1A0
\hjtx3j\~ ywru?”
XBINFXA  UVANMaaARA L Mo X

nature



15

16

17

18

19

M

23

24

25

26

27

28

29

wol407hB

Original sponsor: Rules/Governor

EY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 182 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the power cost -equalization

program."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. The legislature finds that

(1) the power cost equalization program has substantially im—
proved the health, safety, and quality of life in rural parts of the state;

2 the cost of electricity 1in rural parts of the state 1is
substantially higher than the cost in the rest of the state;

(©)) rural parts of the state rely less on a cash economy and
therefore rural residents may have more difficulty paying cash for high
energy costs;

(4) access to a certain level of electric power at affordable
rates 1s a basic right and necessity in the state;

(5) the power cosc equalization programhas allowed many more
rural state residents access to electric power at affordable ratesthan
before the program was available;

(6) most electricity in rural parts of the state is generated by
diesel generators that operate efficiently only at full capacity;

@) an electric utility needs a certain demand for power to
operate efficiently and the power cost equalization program has helped
create this "critical mass” of demand in rural areas of the state;

(8 by providing a stable demand, the power cost equalization
program has enabled rural electric utilities to substantially 1improve the

efficiency of their operations through energy conservation, more efficient
-1- CSHB 182 (L&C)
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generation, and improvements in end-use technology;

(©)) the average household use of energy has not increa
the power cost equalization program, although the number of new households
hooked up to electricity has increased;

(10) efficient generation and use of electrical power 1in rural
parts of the state 1is dependent on power usage by residential, commercial,
and community facility customers; representatives of rural electric util—
ities believe that elimination or substantial curtailment of the power cost
equalization subsidy for commercial users would force commercial users to
operate their own gasoline generators to provide their own electric power
and would therefore reduce the "critical mass"” necessary for the electric
utility to operate economically;

(11) although the power cost equalization program has been suc—
cessful in providing electricity at affordable rates to consumers, without
leading to waste of energy resources, the current fiscal limitations in the
state require a reduction in many state programs and services, including
the power cost equalization program;

(12) if a reduction to * power cost equalization program 1is
necessary, it is better to accomplish the reduction by reducing the amount
of subsidy for each consumer and continuing to provide service under the
program to the largest number of consumers possible.

* Sec. 2. AS 44.83.162(c) 1is amended to read:
(c) An eligible electric utility is entitled to receive power
cost equalization for actual consumption to the extent allowed under
(e) of this section for sales of power to
&N [FOR SALES OF POWER TO] Ulocal communit
calculated in the aggregate for each community served by the electric
utility [, FOR ACTUAL CONSUMPTION OF NOT MORE THAN 70 KILOWATT-HOURS

PER MONTH FOR EACH RESIDENT OF THE COMMUNITY]; and
CSHB 182(L&C) -2-
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2 [FOR ACTUAL CONSUMPTION OF NOT MORE THAN 750 KILOWATI—
HOURS PER MONTH SOLD TO] each customer in all classes served by the
electric utility except to customers of the utility under (1) of this
subsection.
Sec. 3. AS 44.83.162(e) 1is amended to read:

(e) An electric utility whose customers receive power cost
equalization under this section shall set out in its tariff the rates
Vithout the power cost equalization and the amount of power cost
equalization per kilowatt-hour sold. The rate charged to the customer
shall be the difference between the two amounts. Power cost equaliza—
tion paid under this section shall be usedto reduce the cost of all
power sold to local community facilities, in the aggregate, to the
extent of 50 [70] kilowatt-hours per month per resident of thecommu—
nity, and, in fiscal year 1988, to reduce thecost of the first 500
[750] kilowatt-hours per customer per month for all other classes
served by the electric utility. The subsidy for those classes shall
be reduced each year, beginning in fiscal year 1989, by 50 kilowatt-
hours per customer per month until the maximum subsidy is based on the
first 250 kilowatt-hours per customer per month for those classes.
Access to at least 250 kilowatt-hours per month at an affordable rate
is a basic right for each customer.

Sec. 4. AS 44.83.162(J) 1is amended to read:

(J) The authority shall review the report required under (i)(l)
of this section and may submit the report to the commission for addi—
tional review before payment. After review and approval of the report
by the authority, the authority shall, subject to appropriation, pay
to each eligible electric utility an amount equal to the power cost
equalization per kilowatt-hour determined by the commission under (b)

and (d) of this section, multiplied by the number of kilowatt-hours
-3- CSHB 182(L&C)
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eligible for power cost equalization that were sold during the preced—
ing month to all customers of the utility in accordance with (c) of
this section. Payment shall be made by the authority within 30 days
after receipt from the utility of the report required under (i) of
this section. However, 1if there 1is a dispute between the authority
and che utility relating to the payment, the authority shall submit
the report to the commission for review within 30 days after its
receipt by the authority. When a report is submitted to the commis—
sion for review under this section, payment shall be made by the
authority within 30 days after submission, based on a commission
determination. If the authority determines that appropriations are
insufficient for payment 1in Tfull, the amount paid to each electric
utility must fully fund, in descending order, residential customers,
community facilities, and commercial facilities until the appropria—
tion is fully spent. If the appropriation is insufficient for payment
in full to a class of eligible customers, the amount paid to customers
in that class must be [IS] reduced on a pro rata basis.
Sec. 5. AS 44.83.162(k) is amended to read:

&« IT an electric utility receives power cost equalization
under this section, the utility shall either

(@D give the following notice to 1its electric
customers eligible under this program for each period for which the
payment 1is received:
NOTICE TO CUSTOMER

For the current billing period the utility will be paid under the
State of Alaska"s power cost equalization program (AS 44.83.162) an
amount to assist the utility and 1ts customers 1in reducing the high
cost of generation of electric energy. For electric energy consumed

by residential customers and private commercial customers, this state

CSHB 182 (L&C) ~4-
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payment applies only to the first (insert appropriate amount) Kilo-
watt-hours per month used by each customer. For electric energy sol<
to local community facilities, this state payment applies to the tota
number of kilowatt-hours used each month by all such facilities in th
community, up to a maximum of 50 kilowatt-hours, multiplied by th

number of residents in the community.

Your total electrical service cost $
Less state equalization R
Your charge S
or

2 give to 1its electric service customers a I

proved by the authority, which notice provides electric service cuj
tomers the same information provided by the notice 1in (1) of thi
subsection.

Sec. 6. AS 44 .83.162(0)(2) 1is amended to read:

2 "community facility” means a facility essent
public health, safety, and welfare of the community, and includes
water and sewer Tfacility, public outdoor lighting including Ulightii
for a community-owned airport strip or harbor, a community washeter
or freezer, a community volunteer firehall, a community health clini
a village public safety office, a [,] charitable educational facilit
or a community building whose operations are not paid for by t
state, the federal government, or private commercial interests;

Sec. 7. AS 44.83.163(a) 1is amended to read:

(€)) The power cost -equalization per kilowatt-hour deter
under AS 44.83.162 payable to an electric utility that is subject
rate regulation under AS 42.05 may be adjusted by the commission if

(¢H) an increase or decrease in the electric util

of fuel has resulted in the approval of a fuel cost rate adjustment

-5- CSHB 182 (L&C)
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the commission;

(2) a permanent or 1interim rate 1increase or decrease has
been approved by the commission, thereby establishing a higher or
lower power cost; or

(€)) an adjustment 1is vrequired after the authority has
discovered discrepancies in its review of monthly data submitted by
the electric utility [; OR

(4) THE AUTHORITY DETERMINES THAT APPROPRIATIONS ARE INSUF—

FICIENT TO FINANCE FULL PAYMENTS TO ELIGIBLE ELECTRIC UTILITIES].

CSHB 182(L&C) 6 -
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4/9/87

Original sponsor: Rules/Governor

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 182 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the power cost -equalization

program."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* -sction 1. FINDINGS. The legislature finds that

(@D the power cost equalization program has substantially im—
proved the health, safety, and quality of life in rural parts of the state;

(2) the cost of electricity 1in rural parts of the state is
substantially higher than the cost in the rest of the state;

(3) rural parts of the state rely less on a cash economy and
therefore rural residents may have more difficulty paying cash for high
energy costs ;

4) access to a certain level of electric power at affordable
rates is a basic right and necessity in the state;

(5) the power cost equalization programhas allowed many more
rural state residents access to electric power ataffordable rates than
before the program was available;

(6) most electricity in rural parts of the state is generated by
diesel generators that operate efficiently only at full capacity;

(7) an electric utility needs a certain demand for power to
operate efficiently and the power cost equalization program has helped
create this "critical mass” of demand in rural areas of the state;

(8) by providing astable demand, the power cost equalization
program has enabled rural electric utilities to substantially improve the

efficiency of their operations through energy conservation, more efficient

-1- CSHB 182 (L&C)
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generation, and improvements in end-use technology;

(©)) the average household use of energy has not increase

the power cost equalization program, although the number of new households
hooked up to electricity has increased;

(10) efficient generation and use of electrical power 1in rural
parts of the state is dependent on power usage by residential, commercial,
and community facility customers; representatives of rural electric util—
ities believe that elimination or substantial curtailment of the power cost
equalization subsidy for commercial users would force commercial users to
operate their own gasoline generators to provide their own electric power
and would therefore reduce the "critical mass"™ necessary for the electric
utility to operate economically;

(11) although the power cost equalization program has been suc—
cessful 1in providing electricity at affordable rates to consumers, without
leading to waste of er>:.rgy resources, the current fiscal limitations in the
state require a reduction 1in many state programs and services, including
the power cost equalization program;

(12) if a reduction to the power cost equalization program 1is
necessary, it is better to accomplish the reduction by reducing the amount
of subsidy for each consumer and continuing to provide service under the
program to the largest number of consumers possible.

* Sec. 2. AS 44.83.162(c) 1is amended to read:

(c) An eligible electric utility is entitled to receive power
cost equalization for actual consumption to the extent allowed under
(e) of this section for sales of power to

) [FOR SALES OF POWER T0] local community
calculated in the aggregate for each community served by the electric
utility [, FOR ACTUAL CONSUMPTION OF NOT MORE THAN 70 KILOWATT-HOURS

PER MONTH FOR EACH RESIDENT OF THE COMMUNITY]; and

CSHB 182 (L&C) -2-



15

16

17

18

19

20

23

24

25

26

27

28

29

) [FOR ACTUAL CONSUMPTION OF NOT MORE THAN 750 KI

HOURS PER MONTH SOLD TO] each customer in all classes served by the
electric utility except to customers of the utility under (1) of this
subsection.

Sec. 3. AS 44.83.162(e) 1is amended to read:

(e) An electric utility whose customers receive power cost
equalization under this section shall set out in its tariff the rates
without the power cost equalization and the amount of power cost
equalization per kilowatt-hour sold. The rate charged to the customer
shall be the difference between the two amounts. Power cost equaliza—
tion paid under this section shall be used toreduce the cost of all

power sold to local community facilities, inthe aggregate, to the

extent of 5£ [70] kilowatt-hours per month per resident of the comm

nity, and, in fiscal year 1988, to reduce the cost of the first500
[750] kilowatt-hours per customer per month for all other classes
served by the electric utility. The subsidy for those classes shall
be reduced each year, beginning 1in fiscal year 1989, by 50 kilowatt-
hours per customer per month until the maximum subsidy is based on the
first 250 kilowatt-hours per customer per month for those classes.
Access to at least 250 kilowatt-hours per month at an affordable rate
is a basic right for each customer.

Sec. 4. AS 44.83.162(j) is amended to read:

(J) The authority shall review the report required under (1)(l)
of this section and may submit the report to the commission for addi—
tional review before payment. After review and approval of the report
by the authority, the authority shall, subject to appropriation, pay
to each eligible electric utility an amount equal to the power cost
equalization per kilowatt-hour determined by the commission under (b)
and (d) of this section, multiplied by the number of kilowatt-hours

-3- CSHB 182 (L&C)
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eligible for power cost equalization that were sold during the preced—
ing month to all customers of the utility in accordance with (c) of
this section. Payment shall be made by the authority within 30 days
after receipt from the utility of the report required under (i) of
this section. However, if there 1is a dispute between the authority
and the utility relating to the payment, the authority shall submit
the report to the commission for review within 30 days after 1its
receipt by the authority. When a report 1is submitted to the commis—
sion for review under this section, payment shall be made by the
authority within 30 days after submission, based on a commission
determination. IT the commission determines that appropriations are
insufficient for payment 1in full, the amount paid to each electric
utility must fully fund, 1in descending order, residential customers,
community facilities, and commercial facilities until the appropria—
tion is fully spent. IT the appropriation is insufficient for payment
in full to a class of eligible customers, the amount paid to customers
in that class must be [IS] reduced on a pro rata basis.
Sec. 5. AS 44.83.162(k) 1is amended to read:
(9] IT an electric utility receives power cost equalization

under this section, the utility shall either

(€D give the following notice to 1its electric
customers eligible under this program for each period for which the

payment 1is received:

NOTICE TO CUSTOMER
For the current billing period the utility will be paid under the
State of Alaska®"s power cost equalization program (AS 44.83.162) an
amount to assist the utility and its customers in reducing the high
cost of generation of electric energy. For electric energy consumed

by residential customers and private commercial customers, this state

CSHB 182(L&C)
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payment applies only to the first (insert appropriate amount) kilo—
watt-hours per month used by each customer. For electric energy sold
to local community facilities, this state payment applies to the total
number of kilowatt-hours used each month by all such facilities 1in the
community, up to a maximum of 50 kilowatt-hours, multiplied by the

number of residents in the community.

Your total electrical service cost R
Less state equalization S
Your charge S el ;
or

2 give to 1its electric service customers a not

proved by the authority, which notice provides electric service cus—
tomers the same information provided by the notice 1in (1) of this
subsection.
Sec. 6. AS 44.83.162(0)(2) 1is amended to read:

2 "community facility” means a facility essential
public health, safety, and welfare of the community, and includes a
water and sewer facility, public outdoor [lighting 1including lighting
for a community-owned airport strip or harbor, a ommunity washeteria
or freezer, a community volunteer firehall, a community health clinic,
a village public safety office, a [,] charitable educational facility,
or a community building whose operations are not paid for by the
state, the federal government, or private commercial interests;
Sec. 7. AS 44.83.163(a) is amended to read:

€)) The power cost equalization per Kkilowatt-hour determir

under AS 44.83.162 payable to an electric utility that 1is subject to
rate regulation under AS 42.05 may be adjusted by the commission if

(@)) an increase or decrease in the electric utility
of fuel has resulted in the approval of a fuel cost rate adjustment by

5. CSHB 182(L&C)



the commission;

(2) a permanent or interim rate increase or decrease has
been approved by the commission, thereby establishing a higher or
lower power cost; or

€)) an adjustment is required after the authority has
discovered discrepancies 1in its review of monthly data submitted by
the electric utility [; OR

(4) THE AUTHORITY DETERMINES THAT APPROPRIATIONS ARE INSUF—

FICIENT TO FINANCE FULL PAYMENTS TO ELIGIBLE ELECTRIC UTILITIES].

CSHB 182(L&C) -
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date : "PTi! *1-87
REQUEST FISCAL DETAIL

Bill/Resolution No.: CSHB 182 (L & C) AcenrvAffwiwt- Alaska Power Authority
Title: An Act Relating to the Power rdtt . Department ot Commerce & Economic

Cost Equalization Program "Development

Sponsor:  Governor Steve Cowper.. Components: Power Cost Equalization
Requestor Program (PCEP)
Date of Request:.

EXPENDITURES/REVENUES : (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES |

TRAVEL

CONTRACTUAL * > *

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS n — -0 HfFIJLWCFMIKM . iaHIMI
MISCELLANEOUS

TOTAL OPERATING 0 (3089.0)  (4496.7) (5470.4)  (6433.5) (7600.7)

CAPITAL

REVENUE

FUNDING (Thousands of Dollars)

GENERAL FUND n (3089.0)  (4496.7)  (54.7IM.1_ (6433.5) (7600.7)
FEDERAL FUNDS

OTHER
TOTAL U m tcmaauii m £ £ 8T;mam JfcFiHikMI IteffFIfirdl

POSITIONS

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  Attach a separate page if necessary

The proposed legislation would reduce the funding requirements of the Power Cost
Equalization Program through incremental restrictions on eligible consumption
levels (See attached schedule for details).

Prepared by: Gloria Manni. Director - Phone:,,2_61—7210 ]
Division: Account. & Admin.. Alaska Power Authority April 10, 1987
Approved by Exec; Dir.: Robert E. LeResche Date:

Agency: Alaska Power Authority

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page, of 9/16/86



ALASKA POWER AUTHORITY
POWER COST EQUALIZATION PROGRAM
PROJECTED PROGRAM REQUIREMENT BY FISCAL YEAR
RESULTING FROM PROGRAM CHANGES PROPOSED IN CSHB 182

Customers Community Total Admin
All Classes Facilities Subsidy Costs
"88 Projected Program
Requirements Under Existing
Legislation (1): $ 16,360.2 $ 3,591.3 $ 19,951.5 $ 137.3

"ojected Program
Requirement Under
CSHB 182 (2):

FY88 13,503.9 3,358.6 16,862.5 137.3
FY89 12,096.2 3,358.6 15,454 .8 137.3
FY90 11,122.5 3,358.6 14,481.1 137.3
FY91 10,159.4 3,358.6 13,518.0 137.3
FY92 8,992.2 3,358.6 12,350.8 137.3

B. Power Cost Equalization Program Level of Subsidy

1. Customers: 750 kwh x mo
Community Facilities: 70 kwh x mo x resident

2. Customers:
a. FY88, 500 kwh x mo
b. Beginning FY89 reduced by 50 kwh x mo each fiscal year
until the maximum subsidy isbased on 250 kwh X mo
Community Facilities: 50 kwh x mo x resident

8718/DD21/2

Total
* « Program
Requirement

$ 20,088.8

16,999.8
15,592.1
14,618.4
13,655.3

12,4881

Program
Requirements
(Reduction)
% $
0 0
(15.4) (3,089.0)
(22.4) (4,496.7)
(27.2) (5,470.4)
(32.0) (6,433.5)
(37.8) (7,600.7)
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
v FISCAL NOTE Bill Version: HB 182

Publish Date: HOUSE 3/16/8

V
REQUEST FISCAL DETAIL
Bill/Resolution No.: Agency Affected: Alaska Porrer Authority
Title - An Act Related to the Power bru -

Cost Equalization Program

Sponsor Governor Steve Cowper Components : Prmnr Cost. Fnualization

Requestor: Program

Date of Request:.

EXPENDITURES/REVENUES : (Thousands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES 0.0 o (5.799,7) (5.799,?i (9,799,7) (5,799.7)
GRANTS, CLAIMS

MISCELLANEOUS Q0 . (5732,7) .(5.799.7) . (5.792,7)  (5.799,7)  (5.799.7)

TOTAL OPERATING

%

CAPITAL

REVENUE

FUNDING : (Thousands of Dollars)
GENERAL FUND Qo 5,79.7)  (5,799.7) (5,799.7) 5,799.7)  (5,799.7)

FEDERAL FUNDS

OTHER
TOTAL fc 700 71 10 700 7\ /C 700 N\

POSITIONS

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Attach aseparate page if necessary

The legislation would reduce the funding requirements of the Power Cost Equalization Program in
FY 88 by an estimated $5,799.7 through restrictions on eligible consumption levels and customers.
This reduction is already included in the Governor®s Budget. Cost savings in FY 89-92 would
probably be larger than in FY 88, but are difficult to estimate accurately; therefore, the FY 88
estimate is used for each of these years. (See attached schedule for detail.)

Prepared by: filtirlAlkuai. Director, Phnne- 261-7210

Division : Accountino & AdmimatraLiflj~ffift, Date:.. 7
Executive Director:

Approved byOommissioner-: Bob LeResch”/ Date: 3/10/87

Agency: Alaska Power Authority. DCED

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page _L_of__ - 9/16/86



POWER COST EQUALIZATION PROGRAM (AS 44.83.162-165)

Customer Class

Residential

Commercial

Community Facilities
Total Grants

Administrative Costs
Total Program Costs

Funding Carryover

FY 88 PROGRAM REQUIREMENTS

FY 88 Reduction from Full

* Full program funding required under the existing statutes.

FY 88 PROGRAM REQUIRMENTS

Full Funding*
$12,569.
3,790.
3,591.
19,951.
137.
$20,088.
-3,217.

- " $16,871.

Funding Level = $5,799.7

4

8

3

5

3

8

1

No. 1
HB 182
3/16/87

Governor"s

Budget**
$10,809.
648.
2,693.
14,151.
137.
$14,289.
-3,217.

$11,072.

7

6

5

**  Program funding required under new legislation proposing the following changes:

Lower residential

cap from 750 KWH per month to 500 KWH

Lower community facilities cap from 70 KWH per month per resident to

50 KWH.
services and bui

Lower commercial

eligible commercial

month.

Idings.

customer cap from 750 KWH per monthto 500 KWH and
customers to those using no morethan 1,000 KWH per

Page 2 of 2

Restrict eligible community facilities to exclude non-essential

limit



STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Revision D ate:

REQUEST FISCAL DETAIL
Bill/Resolution N o.: Agency Affected : Alaska Power Authority
Title: An Act Related to the Power BRU--FA-FIl-.2A70T=m

Cost Equalization Program

Sponsor:Covernor Steve Cowper

Date of Request:

EXPENDITURES/REVENUES (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES Qo (.799.7)  ..G,7.97D.- .

GRANTS, CLAIMS
MISCELLANEOUS QO (5,759.7).  (5,799.7)
TOTAL OPERATING

CAPITAL

REVENUE

FUNDING : (Thousands of Dollars)

GENERAL FUND Qo 5,799.7)  (5,799.7)
FEDERAL FUNDS
OTHER

TOTAL Qu3 -LW22-U- X5..7.9..70

POSITIONS

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Attach a separate page if necessary

Components : Power Cost Fnnal i7ation
Requestor: Program

FY 90 Fy 91 FY 92

«

(.79,7)  (5.799.7)  (5.799.7)

(G.79.7)  (5.799.7)  (5.799.7)

(,799.7)  (5,799.7)  (5,799.7)

.Jj-sjqq .7 £5.7Qq 71 (5 790-0.

The legislation would reduce the funding requirements of the Power Cost Equalization Program in
FY 88 by an estimated $5,799.V through restrictions on eligible consumption levels and customers.

This reduction is already included in the Governor®s Budget.

Cost savings in FY 89-92 would

probably be larger than in FY 88, but are difficult to estimate accurately; therefore, the FY 88
estimate is used for each of these years. (See attached schedule for detail.)

Prepared by: maria-Manni. Director

Division : Acconntinn A Arimini stratin
Executive Director:

Approved by Commissi aner-: Bob LeResch

Agency: Alaska Power Authority. DCED

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page of

Phone: 261-7210
Date:

Date: 3/10/87

9/16/86



POWER COST EQUALIZATION PROGRAM

FY88

Proposed Legislation/Projected Program Requirement

Program Beneficiaries

Residential Customers
Private Commercial
Customers
Community Facilities
Contingency

TOTAL GRANTS

Administration

(g) 750 kwh x mo x customer
® 750 kwh x mo x customer

© 70 kwh x mo x resident

8353/DD19/2

Full Fund

Existing Legislation

$12,569.4(a)

3,790.8(b) 1,393.5(b.1) ~
3,591.3(c) 1,677.1(c.1)
NA 365.8
$19,951.5 $14,151.8
137.3 137.3
$20,088.8 $14,289.1
(a.n
(b.1) 500 kwh x mo x customer

(c.D

ing Governor®"s Budget

500 kwh x mo x customer
whose purchase of power does

not exceed 1,000 kwh x mo or

12,000 kwh annually

50 kwh x mo x resident for
facilities essential to the
public health, safety and

welfare of the community but

only if that facility

operations are not paid for by
state or private

the federal,

commercial interest.

Proposed Legislation

$10,715.4(a.1)

I'O
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STEVE COWPER

1C-£J~ 3 < A job

State of Alaska
3rr.cc 3r tmC ;cvEPDN;oO

J CxEAC

March 13, 1987

The Honorable Ben Grussendorf
Speaker of the House

Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. 111, sec. 18, of the Alaska Con—
stitution, 1 am transmitting a bill relating to the power

cost equalization program. The primary purpose of this bill

is to reallocate money under the program in order to avoid

increases 1in power costs for most residential customers, who

are the key beneficiaries of the equalization program.

If this bill or similar legislation is not enacted, present
law would require the Alaska Power Authority to prorate any
funding shortfall in the program equally among all customer
classes. Under the funding level proposed in my FY 88 bud-—
get, this provision 1in present law would result 1in power
rate increases of more than 50 percent for many rural resi—
dents. This bill would establish residential customers as
the first priority for full funding and would avoid any in—
crease in power rates for residential customers using 500
kilowatt hours or less per month. This consumption level is
about 25 percent higher than the statewide average residen—
tial power use under the equalization program.

The bill does the following:

(1) it reduces the cap for community facility users from 70
to 50 kilowatt-hours per month per resident (secs. 1
and 2 of the bill);

(2 it reducesthe cap for residential and commercial users
from 750 to 500 kilowatt-hours per month (secs. 1, 2,
and 4 of the bill);

(3 1t changes the means of allocating insufficient appro—
priations; residential wusers have first priority for
full funding; community facilities have second priori—
ty, and commercial users have third priority; if money
is insufficient to fund any class of user, the money
will be distributed on a pro rata basis to the eligible
users in that class (secs. 3 and 6 of the bill);
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(4 it redefines "community facility” to clarify that the
subsidy 1s 1intended for facilities essential to the
public health, safety, and welfare of the community, 1if
the facility™s operations are not paid for by the fed—
eral, state, or private commercial interests (sec. 5 of
the bill);

() it adds a new definition for "eligible customer”™ so
that only three classes of customers are eligible for
the subsidy: residential customers, private commercial
customers with a Jlimited power usage, and community
facilities (sec. 5 of the bill);

(6) it makes amendments to conform to the changes described
above (sec. 7 of the bill).

This bill is just the first step in what 1 believe should be
a more comprehensive redirection of state policy on reducing
rural energy costs. We need to implement programs that pro—
vide lasting, long-term benefits to rural residents, rather
than annual, one-time subsidies. Although the power cost
equalization program has played a major role in reducing the
cost of living in rural areas, it provides no. lasting bene—
fits and 1is completely dependent on the annual appropria—
tions process. ;

Most rural communities will probably have to rely on diesel
power generation for the foreseeable future, but there 1is
much that can be done to improve the efficiency and reduce
the cost of power from these generation systems. These
cost-saving measures include the replacement of oversized or
inefficient generators, transmission improvements, coordina—
tion of fuel purchases among villages, and the use of more
efficient lighting and refrigeration systems to reduce power
demand.

These types of energy efficiency improvements can provide
long-term reductions in power costs which are not dependent
on annual appropriations from the legislature. Although
implementing these measures will require substantial invest—
ments 1in rural power systems, 1in most cases these invest—
ments can be repaid from savings 1in fuel costs within a few
years. The Alaska Power Authority and the Department of
Community and Regional Affairs are now evaluating financing
methods that would not necessitate state appropriations to
make these improvements.

I believe that this shift 1in rural energy policy toward
lasting 1improvements, vrather than annual subsidies, will
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benefit rural residents while reducing the cost of state
energy assistance programs. My administration will work
closely with the legislature™._rural utilities, and other
concerned parties in impleijw*htipg th”s” approach to rural
power needs.



Egegik Light & Power Company
P.0. Box 109 =

Egegik, Alaska 99579

March 26, 1987

Representative Adelheid Herrmann

Pouch V
Juneau, Alaska 99811

Dear Representative Herrmann:

1 am writing to you in regard to HB 182, which was
recently introduced in the House. This bill deals with the Power
Cost Equalization (PCE) program. Specifically, it proposed to
lower the limit of eligible KWH from 750 to 500 for residential
and commercial customers, and from 70 to 50 KWH per resident
for community facilities. It also proposes to eliminate PCE
eligibility for commercial customers whose purchase of power
exceeds 1,000 KWH per month or 12,000 KWH annually.

As 1 have Indicated to you on the telephone, 1 am
completely opposed to this bill, because of the tremendously
detrimental 1impact it would have on the constituents of District 26,
and on the state as a whole. It is my belief that those who
favor this bill are unaware of the living conditions in rural
Alaska and the tenuous position of many small electric utilities
in rural Alaska. On the surface, it may appear that HB 182 is
a way Co shave thousands of dollars off the state®s budget.

But there is a great danger in looking only at the surface,
without an in-depth understanding of the relationship between
the PCE program and the rest of the state®s economy.

For example, HB 182 proposes to redefine PCE eligible
customers 1in order to eliminate those commercial customers who
purchase more than 1,000 KWH per month or 12,000 KWH annually,
(probably on the assumption that these larger commercial customers
may not need PCE as much as smaller customers do). However,
what the advocates of this bill probably do not realize is that
the elimination of PCE would turn many of these larger customers
away from commercial power altogether. To use the community of
Egegik as an example, there are 3 large scale commercial customers
who would be affected by this change; the school, the telephone
company, and the cannery. It is PCE that makes commercial power
cost effective for these customers. The elimination of PCE would

raise each of their electric bills by almost $300.00 per month,

or approximately $3,500.00 per year, causing them to seriously*
consider generating their own power. In fact, two of these three
customers already have their own generators in place, so it would



Representative Herrmann -2- March 25, 1987

not be a major problem to do so. The problem, however, 1Is In

the impact to the utility. For a utility which serves an average
of only 65 customers per month, the loss of its 3 largest commercial
customers would have a major 1impact. Many people do not realize
that an electric utility"s rates are based upon a given level

of kilowatt hour sales. If sales drop off because of the loss

of major customers, then the rates to the remaining customers
would have to be raised in order to meet the utility"s expenses.
When electric rates are already high, as 1is often the case in
small remote communities where diesel generation is extremely
expensive, any further rate increases can cause customers to
reduce their already low consumption, or default on their
payments, either of which would result in the small electric
utility being unable to meet 1its expenses.

Many rural Alaskan utilities, including Egegik Light
& Power Company, have received funding from the state in the
form of millions of dollars in grants and/or loans, 1in order to
be able to provide safe and reliable electric power to Alaska“"s
rural communities. Rate bases have been set up for these utilities
which will allow them to continue to operate in a safe and
reliable manner as required by law, and to repay their state
loans over a prescribed period of time. And that is exactly
what will take place, if the PCE program is left intact, by
defeating HB 182. On the other hand, eliminating PCE for large
scale commercial customers at this point in time would be like
throwing a wrench into a smoothly operating machine. The final
outcome could be the folding of numerous small electric utilities,
and defaults on state loans by others.

Now to address the impact of HB 182 on the rural
resident, 1if the limit of eligible KWH is lowered from 750 to 500
per month. Once.again, | believe that the advocates of this
proposal are simply not aware of Che conditions which exist here
in ruraL Alaska. To a lawmaker in Juneau, lowering the limit
from 750 to 500 is an arbitrary decision, aimed at one goal:
to save the state dollars, But to our rural residents, the
difference between these two numbers can affect their actual
day-to-day quality of life.

Take, for example, an Egegik resident who uses 750 KWH
per month. But first, the following point must be made: 750
kilowatt hours per month is not an extravagant or even high level
of electric consumption for an average household, by any modem
standards. In fact, 1 am 9ure that if the proponents of this
legislation would go home and look at their own electric bills,
they would find that their own average usage is well over 1,000
or even 2,000 KWH per month, even if no electric heat is used.
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d with the example, the E?eg customer
er month now pays a manth eIectrrc bill
C st Equalrzatron If the eligible PCE
limit is low as propos g/ that same
customer's b 111 “would be 2 increase of afmost $100.00
er month! How many of the Iegrslators In Juneau would vote

Or a sioo increase”in their own electric bills?

But those who are lopoking at this proposal only on the
surface can easjly point to the statistics, which show that the
average rural -electric customer uses less than 500 KWH per month.
So the assumptron follows that if the average rural cus omer uses

Iess t %n KWH, thep those Chat use more uP tg , must
either urte wasteful, or rich enough or the $100 Increase.

However, as one who sees the situation™at frrst hand, let me
assure you that neither of these assumptions is true,

The typical Egegik household which uses less than 500 KWH
Per month of eIectrrorty IS able to do go because it has no

who uses 0

;
of $128.40,

—— —n

nnrnﬁ water refore, no well pumP no washer and dryer, .
washer, no hot water heate In the winter, drinking
water IS o tarneol v rrvrng a 3whee er out onto a frozen lake
choppin oe In e Ice, dipping a bucket down inbit.  The
water i heate |n |g ot on top of the oIl stove. When the
family needs a ather frrewood chop it up and burld

a firé for the steam bat hen make one trrp after another to

the lake for water. Their typrcal house is eate g the one orI
stove In the kitchen. [If the house has more than twd rooms,
bedrooms are probably cold, as they are too far from the stove
Washing cloches 1s an all day affair, beginning with packing gallons
of water from the lake and setting up the big wringer washer fn the
living room, and ending with clothes strunq out all over the house,
as wWell as frozen clothes outside on the clothesline. This is not
an exaggeration, but an accurate description of the quality of life
In the “bush for the average resident who uses less than 50 K\NI-I per

montn.

On the other hand, chose households in Egegik who use
more than 500 KAWH per month are typically those who do have running
water from a well. Far from being rich,” many of these residents
have suffered and saved for ten gears r more, in order to purchase
their well whrc may cost u War 5,000 or $10, 000 epending

on reourred ril |n% eI% esrdes the well ump and utomatrc
wash rer they aso ave a forced air furnace 01l

burning), in or er to drs ribute eat more evenIy hroughout the
house However, In or er to stav] und er resent PCE™ lim 1t of
750 KWH ﬁ)er month, |s] tg/prcal ouse od wou not use an eIectrrc
stove, electric space ters, or an electric hot water heater.
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Yet if MB 182 is passed, thrs famrlhy would be faced with an

amost s100 Increase in their mont y e lectric bill, which

th ey almost surely could not afford, go back o the standard
iving described in the previous paragraph

Addrtronally there is the danger that if residential
electric rates increase ecause of a redlction in PCE, then even
resi dentral customers will begrn buying and using.small gas

(tten ators an enerating their own power. [f this happens,
rural elect rc utilities which the state of Alaska, througih
and loan rams, has spent millions of dollars to build

ant
II be forced o lose their doors.

p ’nd PCE, to cphmme[cral customers would also have a
very detrrmen mpact on rural ‘areas  where
transportation and constructron costs .are extremely hr h, affordaple
electric power is an essential ingredient for the success of small
businesses. |t is because of the PCE program which has made this
power affordable, that small businesses have sprung up throughout
rural Alaska in recent years. These commercial enterprrses not
only provide necessary goods and services, thereby raising the
standard of living [n” rural areas, but they also provide Vear-round
employment for rural residents, thus makrng them less dependent

on state welfare and unemployment . rams. The legislature has
wrsey proprrated state ‘maoneys | t e past for educational
pro?r ms ational training, “and small business loans In order

o foster and develop private rndrvrdual Initiative, and make

rural Aaskans more self- suffrcrent However, lowering PCE to

commergra customer% will reverse p%%ress toward a_healthry
statewide economy, by forcing many smaI sinesses to discontinue

their operations.
Community facrlrtres are aIs needed ‘o develop and

sustain the growth of rural Alaska. se faci |t|es greaty
enhance the Standard of living, In was hat can %
|ma |ned or measured For example, | a communrty suc as Egegik,

w ee he majqQ rrtyv residents 'do not have weIIs the o enrng
te commu asheterla (scheduled for 1987) is anticipated
by residents |n a way that onIy those who have done without
could, possibly understand. Similarly, the newly created community
watering points (wells) will provide” nearby residents with a safe
drinking water supply,” as an alternative to0 drrnkrn? possibly
contaminated lake water. In addition, the installation of
community-wide street Irghtrng in October. 1985 has reduced the
crime rate in Egegik by 90/0. |f a reduction in PCE causes the
community to shdt "down” the well pumps or turn the street lights
off, the”state of Alaska will not have saved, in the long run.
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| am well aware chat budget cuts must be made somewhere,
and that everyone wants to save his or her pet rogram But

PCE Is more than just a rogram” for rural aska |t
IS the lite IoodJof the Bushp 9\/e ﬂnowt hat electric power

has become one of the basics of Ilif e aon with food and
shelter. So much so that there are actualy Iaws roh|b|t|ng
a_utility from dlscgnnectmg a customer even for non- anyme t,
If there are invalids, elderly, r small children resi

the household Indeed, am sure that those Anchora%e re5|dents
who ave recent)( expenence NnUMerous power outa?es ave been
made Increasingly aware of the value and necessity of electric

power.

In fact, electric epower IS so important to urban

Alaska that millions of state dollars have been spent just to
study new ways of bringing affordable power to Alaska's cities.
By com arlson the amount™ spent on the PCE program is small,

){ reduc jons in that amount wou not onC% be devastating,
ut ex remey unfair to rural Alaskans. program s
aread eratm at the lowest level f undm p035|ble
in_ord % do what it was designed to do make eIectr|c power
affordabLe for rural Alaskans.

| would encoura%e you and )(our feIIow rural leg
to w%orouspy oppose HB 182 or any other legislation whiC
to cut the Power Cost Equalization program.

Very truly yours,

islators
h proposes

Lee Leonard
Owner/General Manag
Egegik Light & Powér Company



Kinefic Energy Systems

11221 Olive Lane |Anch0rage, Alas' a 99515
(907) 344-2631

March 19, 1987

Representative Dave Donle%/ _
Alaska House of Representatives
Pouch V

Juneau, Alaska 99811

Dear Representative Donley:

| understand that House B.ill 182 which deals with changes to the
Power Cost Equalization (PCE) program has been referred to the
Labor and Commerce Committee” for Consideration.

As someone who works with small village electric utjlities
throughout the state, | am ver%/ concerned "about the fate of these
small” power companies should the PCE level drop substantially.

There is also a strong. need to provide incentives for the
villages to operate their power systems as efficiently as
possipble. The PCE program, as currently structured, is actually
a disincentive_to reducé operating costs or induce private sector
Investments, = These small power Companies also must prepare for
the day (which may aIread)f have arrived) when grants for capital
equipment improvements will no longer be available.

| believe the proposed concept outlined in the enclosure. is a
simple step that helps meet both these needs with minimal impact

on tthe existing PCE program and its administrative procedures and
Costs.

Your review of my proposal will be most appreciated. Should you
have any questions, please feel free to contact me.

Sincerely

Clarissa Quinlan
President

Enclosures

CONVENTIONAL AND ALTERNATIVE ENERGY SYSTEMS



POWER COST EQUALIZATION PROGRAM

PROPOSED AMENDMENT

Objective:

To. promote energy efficiency measures by public electric
utilities pav:cipdting in the State of “Alaska's Power Cost
Equalization . CE] program thereby resultin in lower operating
operating expenses and” cost savings to the State of Alaska.

Background:

As presently structured, the PCE program provides no incentive
for electric utilities to improve  generation and electrical
distribution efficiencies. As long as existing operating coOStsS
are reasonable, they are incorporated into PCE calculations Dy
the Alaska Public Utilities Commission (APUC).

Eecause no incentive exists to reduce operating expenses, small
electric utilities tend to retain the statis quo as far as
|mprovmg operating and maintenance (O&M) procedures and
equipment.

Another serious effect of the PCE program _is. to I|m it private
apital investment in power production”facilities. There are two
prlmary reasons for this:

0 In many mstances a IargS share of actual operatlng
expenses  are paid bythe tate not the consumer. The
economic fea3|b|l|tyof projects isskewed because  of
the State subsidy.

0 There are |little or no. benefits to a . utility if
increased energy rdistribution  efficiencieS are
achieved.The resu t|n cost savings mean lower PCE
payments from the Stafe with no direct benefit to the

tility .



Concept/Methodology:

s the question of PCE
by State leaders and
udgetary and  other

The proposal presented below does net addres
funding levels. This issue is best handled
policy makers knowledgeable  about Db

considerations.

The general concept is to provide a simple mechanism so that the
utility and the State can equally. share in savings that result

from . “the eIectr|c utilit obtaining improved syStem operatin
tof|0|en(:|es Y J P y P J

The savings incentive would be in effect no less than five years
duratlon PCE "Efficency Savings Earned" must be dedicated to

capital improvements by each u tility.

he| 'PCE  "Efficiency Savings Earned" would be calculated as
OWS:

fol
(1) Determination of a historical system efficiency level for
each u tility.

The "base" eff|C|enc[y level will be calculated from historical
data already submifted to the APYC in required annual reports
(unregulated utilities) and or tariff change requests (regulated
utilities) prepared by each electric utility.

This Dbase or historical reference number will be expressed in
terms of Kwh/gallon; that is, the number of Kwh produced from

each gallon of fuel consumed during the reporting period.

The calculations use existing information provided to the APUC in
the above referenced «reports, The following illustrates the
proposed methodology thru use of a small utility example:

Determination of Historical Efficiency
U tility A — Annual Report
Total Kwh Sold

= Historical Kwh/Gallon Efficiency
Gallons Fuel Used

480,000 Kwh
68,571 Gallons

7 Kwh/Gallon Historical Efficiency




Fuel Efficiency/Cost Savings
Level are Cost
Utility.

2)

Monthly reports are submitted to the Alaska Power Authority

Shared Dby

Historical Reference

Above the
of Alaska and the

the State

APA&

as the basis of each monthly PCE payment. Reference highlighte
sections of Attachment 1.

Monthly, a simple calculation. can be made by APA staff to
determine month and

the amount of shared savings achieved
esent the item

The numbers in parenthesis re

December "Efficiency Savings

a. Monthly Kwh Sold
Historical Kwh/Gallon
40,000 Kwh Sold

7 Kwh/Gallon
(Item 1 above)

b. Historical Mo. Fuel

the actual system effmenc;g level for. the
y

r
monthly PCE report (Attachment 1?

X Current Price =

the utility, if any,

, number in_ the
from which the data is derived.
Earned" Calculation

Historical

Monthly Fuel Used
Reference

5,714 gallons

Historical Mo.

Used Reference of Fuel (No. 4)  Fuel Value
5,714 gallons x  $1.40/gallon = $7,999.60
Less:
Total Monthly Fuel Expense = $6,587.00
(No. 4 x No.”7 = No.)
Total Increased Efficiency Savings  $1,412.60
Divided By 2:
Equals:
Increased Efficiency Earnings $706.30
by the U tility in December =====zzz



ALASKA PCWER AUTHORITY
334 West 5th Avenue
Ancnocage, Alaska 99501
(907) 276-0001

POWER COST EQUALIZATION PROCRAH

Address utility Name_ /

Certificate Number

Utility Telephone Number_

Number of Days 1in Billing Period (ended) /

This column to

be completed by
Submitting Alaska Power Au-
Utility theritv Use Onlv

1. Costs

1. Present Power Cost Equalization Rate

@f/AKViH) Approved by Commission at. o /kwh
2. Date of Approval
3. Price of Fuel Used by Commission in

Determining Power Cost Equalization S /gal
4. Current Price of Fuel $ /. /oal
5. Total Monthly KWH Generated
6. Total Monthly KWH Sold
7. Total Monthly Fuel (Gallons)

Consumed $70&-£AIDNS
8. Total Monthly Fuel Expense
9. Total Monthly Operating Expense

(less fuel)

Xl. Customers/Facilities/)

1. Total Number of Utility Customers VENDOR r
(excluding Community Facilities) VERIFIED:

2. Total Number of Community PROJECT >*SR:
Facilities/1

3. Community Population/4 ACCOUNTING:

4. Date Population Certified by CCRA
APPROVED FOR PAY—

MENT:

I11.  KWH"s Sold APPROVING OFF:
1. Total KWH eligible for assistance A/Cj

sold to Utility Customers/”

(excluding Community FacilTties) PAYMENT: MLT
2. Total KKH eligible for assistance

sold to Community Facilities/3/4
3. Total eligible KWH Sold to All

Customers and Community facilities

during Billing Period g,AT X /g.oi— - A

r_ % - H 706‘- 3 O
IV. Certification/4 E rffra <Psscy-fc TE*/'VE-I &-----=-7-"=--=---
I hereby certify that the information submitted to the £(?2/
Alaska Power Authority in support of (name of utility) (Certifying Officer)
S participation in the

Power Cost Assistance Program is true and correct to (Date)

the oest of my knowledge.

/1 "Community Facility"” means a water end sewer facility, public outdoor lighting,
~ charitable educational facility, or community building whose operations are Not
paid for by the State, Federal Government, or private commercial interest.

/2 Actual consumption of not more than 750 kilowatt-hours per month sold to each
customer.

/3 Calculated in the aggregate for each community served by the electric utility,
~ for actual consumption of not mote than 70 kilowatt-hours per month for each
resident of the community.

/i If more than 1 cccnhnunity is served by a utility, a total system reoort must be
submitted in addition to a monthly recoct for each community.



February 16, 1987

MEMORANDUM
FOR INTERESTED PAP
FROM ANGUS_DUNCAN
ONSITE "ENERGY
SUBJECT THE_POWER COS! (STATE OF
ALASKA)

The State of Alaska's Power Cost Equalization (PCE) program has
accomplished much of value for the bush communities that are its
chief beneficiaries. Most |mportantI% it has made made electric
power affordable and therefore available, w ere otherwise the
extremely high .costs of small diesel-based systems would have
prohibitéd their use, In this respect, the PCE has served Alaska
as the REA programs brought power to the rural United States
earlier this century.

The Problem

At the same time, the PCE has had unintended, and negative,
consequences.

It has encouraged and perpetuated costly inefficiencies
in the choice "and operation of power systems, since
there is no commumty incentive to manage costs through
effici encg With State p|ck|ng u Costs in excessS
of a ified su port level, the e signal to
conse rve or upgrade systems is eli mated

0 | 1 hasdlscouraged private investment in bush community
electrification’, since the primary customers — the
communities — have no incentive 1o improve their
systems, ~ (In _other parts of the United States,
non-utility third-party ener?y services companjes" have
emerged to prowde new technology and lower cost power
to a'variety of customers.)

0 It has cost the State of Alaska dollars that might have
been better spent elsewhere; perhaps acceptable™ in times
of State budget surpluses, but not now.

0
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The Alaska Power Authority (APA) program of loans and 8rants
shares with the PCE many of theSe same attributes and drawhacks.
Even in the midst of 1987's State budget crisis, and with the new
Governor calling for greater private investment in Alaska's .
economy and infrastructure, the APA is subsidizing a community
the City of Galena) that I1s directly. competing for new load Tthe
alena A'ir_Force Base) when private flnancm% is available for
the job. The effect 1s to use scarce State budget resources, not
as leverage to bring new capital into Alaska, but as a
disincentive to exdactly the kind of private investment the

Governor has called foT.

Solutions

Any change in these programs needs to recognize and to affirm
their principal objective; ~manageable power costs and the
extension of power ‘systems into the bush communities. At the
same time, it should result in lower costs to the State, improved
efficiencies in power system design and operations, a reliable
rice signal to users, and economically-sound incentives to
everagenew private capital into the process.

1. Offer State/Community "Shared Savinas"; The State
should agree that any improvements in power system
efficiencies and lower costs_would result in only a 50%
reduction in PCE payments. The community would Tealize
the other 50% in lower power costs, down to the level of
PCE support, (after which the community would see the
full benefit). This would provide inCentives to
communities to u %rade their power systems, while
directly saving State funds.

2. Provide State Guarantees of Power Sales Contracts: At
the same time, the State should agree to guarantee .
"take-qQr-pay" power sales contraclis betweén communities
and third-party energy services companies providing
higher-efficiency, lower-cost power. This would provide
the incentive and the means to leverage into the State
the private capital needed for the upgrades, rather than
puttm% this capital demand on the State. The actual

costs to the State (from community defaults on

contracts) should be minimal, and”more than offset from
the PCE and other program savings.
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3. Put APA Loan/Grant Programs_on a Matching Basis:
Require private investment in new power Systems or
upgrades on a matching basis, as further leverage. At
the same time, do not E)ermn the APA to provide” funds in
com_ﬁ)eglltlon with private investment when the latter is
available.

Other measures can no doubt be thought of to improve this
approach, and should be encouraged.”™ But these three steps would
seem to be advisaple, able to bhe implemented quickly, and
politically possible.
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INTRODUCTION

Dramatic changes have occurred in world energy markets 1in the
last nine months,, changes that will have far-reaching consequences
for energy policy in Alaska. The precipitous drop in the world
price of oil has 1iharply reduced the discretion of the state to fund
energy-related projects. It has shifted the immediate prospects for
the economic viability of private energy projects. Most importantly,
it has altered the perceptions of experts as to the long-term
evolution of supply and demand for petroleum, and with it the price
of oil, the single-most 1important variable which has been driving

energy policy making in Alaska.

The possibility of a sudden fall in the price of oil was totally
ignored 1in the formulation of energy policy in Alaska. Decisions
have been made on the basis of an ever increasing price of oil, an
assumption which makes Alaska energy more attractive, valuable, and
expensive with the passage of time. The sudden and complete negation
of the validity of that assumption in a few short months has left
people reeling. Many people see neither the immediate implications
of this change nor the longer-term implications for state energy
policy. This change is so basic, however, that it 1is necessary to
completely rethink what Alaska energy policy can and should be in a
world where oil 1is just another commodity, rather than a magic

liquid with a forever increasing price.
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The purpose of this working paper is to begin to lay out some of
the implications of lower oil prices for Alaska energy policy and to
analyze the energy policy of the state in light of these develop—
ments. From this may emerge the information to begin a dialogue on

what the new directions of energy policy for Alaska should be.

OIL HARKETS IN THE NEXT DECADE

We can no longer expect the price of oil to continue to grow at
or in excessof the rate of general inflation from a mid-1980s level
of about $30 a barrel. Petroleum is a commodity subject to the laws
of supply and demand. Whew 1its price increases, new sources of
supply will enter the market, and demand will be reduced as
consumers switch to cheaper alternatives. Petroleum is unusual only
in the 1long period of time associated with the adjustment of both
supply and demand to higher price. On the supply side, when the
price of oil goes up, the incentive to produce oil increases, first
from existing capacity, but also from additions to capacity, It is
these capacity additions which take time to enter current supply,

for example, in the case of the North Slope of Alaska, anywhere from

five to ten years. At the same time, an 1incentive 1is created to
substitute energy from other sources for energy from oil. On the
demand side, the consumption of petroleum is Jlargely don”™ in

conjunction with a stock of investment capital- cars, furnaces,
engines. An increase 1in the price of oil will induce consumers to
use less oil, but they will do so largely through the purchase of

more energy-efficient capital equipment when the existing equipment

wears out.
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The result is that market adjustments to petroleum price changes
take many years to reach a new equilibrium. This final equilibrium
will be at a lower price and greater supply than initially
anticipated. The period since the increase in the price of oil 1in
1979 is a good example of this adjustment process. Consumption
growth has been curtailed, and supply"” growth has accelerated in
response to the price increase. Some members of OPEC have decided
that the price was too high to allow them to maintain their market
share. Consequently, one interpretation of recent events within
OPEC 1is that it represents a calculated attempt to set the price at
a level which will reduce not only conventional sources of oil
outside of OPEC but also the 1incentive to invest in new supply and

alternative energy sources and the incentive to pursue conservation.

Using this rationale, the OPEC ideal price for oil is one that
maximizes the revenues they will receive over the long run- not so
high that it induces either serious alternative resource
developments or excessive conservation and not so low that they are
giving the oil away as a cheap substitute for coal. It appears now
that a price of $30 rising in real terms over time would be high
enough to induce those adjustments, and consequently there 1is at
least one -economic, as opposed to political, reason for OPEC to
adopt a strategy which keeps prices within the range of $12 to $20

in real 1985 dollars over the next ten years.
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THE CURRENT SITUATION

For the past nine months, all attention has been riveted on the
current oil price situation. The obvious reason is that before the
price of oil began to tumble, about 85 percent of state and a large
proportion of local government revenues in Alaska were derived, from
oil and gas taxes and royalties. In addition, the petroleum
industry is an important private employer in the state and generates
large demands on other sactors of the economy, primarily
construction, transportation, and wholesale trade and business
services. The fall 1in the oil price contributed an additional blow
to an economy that was already "soft,” coming off the investment
boom of the early 1980s. For state energy policy, the immediate
concern was the continued ability of state government to fund energy

projects such as Susitna and the power cost equalization program.

The lower oil price means less public money and less private
money for the petroleum industry and for other energy industries
dependent wupon oil prices, such as coal and natural gas. This
translates into a reduction in the rate of growth of the economy and
with 1it, the demand for energy in the state. The slowdown in the
economy also means that growth in personal income and business
income will slow. Households and businesses will increasingly look

for ways to cut costs, and one way will be to conserve on their use

of energy.
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The most obvious implications for state energy policy of oil

prices in the $12 to $20 range for the next ten years are as follows:

e The amount of public money available to subsidize energy

projects and programs will decline sharply.

« Energy demand growth will be much slower than 1t has
been historically because of slower -economic growth,
reducing the need for large-scale projects to meet the

demand.

e Market forces will resurface as the most important
factor 1in the allocation and consumption of energy in

the state.

e The need to subsidize energy programs and projects will
decline as the real price of energy goes down relative

to other goods and services and income.

e The viability of development of Alaska energy resources

for export will be reduced.

e Energy conservation will continue to be an important
method for reducing the cost of living and the cost of

doing business in the state.

REVIEW OF CURRENT POLICY
The objective of energy policy is to provide -energy at the
lowest possible cost while ensuring that all citizens have access to
at least minimum amounts of energy. Because of the vast amounts of
money available to state government 1in recent years, however, cost

never was the primary consideration in policy decisions. Income



redistribution and employment generation became the primary, though
unstated, criteria for policy formulation. The primary objective
was to spend money to create jobs and to provide income to
individuals using energy programs as the vehicle. The result was a
mish-m"sh of programs and projects which have been generally costly
and contradictory, or at best poorly <esigned to serve their
purpose. We have spent literally hundreds of millions of dollars
for programs which have produced a Jlegacy of expensive excess
capacity and energy prices which distort household and business

energy production and consumption decisions.

Three examples will demonstate this: Several hundred million
dollars of state funds were used to subsidize the construction of
hydroelectric projects 1in Southeast and SouChcentral Alaska. The
primary benefit of this expenditure was the creation of a large
number of construction jobs. The power provided by the dams is
priced low because the subsidy has paid most of the cost, butthe
real cost of power from these dams 1is very high because so much
money was spent on the dams. In addition, they have resulted in
considerable excess and unused capacity. These dams have been a
success only in the sense that their constructioncreated a lot of
jobs. The same amount, of power that 1is consumed in those systems
today could have been purchased at much lower cost to the state and
its citizens. If consumers had to pay the full cost of generation of
electricity from those dams rather than a rate subsidized by the

state, the rates would be as high as in many parts of the Bush.
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At the same time that the state was subsidizing the construction
of high-cost hydropower in the Southeast and Southcentral, it has
been giving consumers in rural Alaska money through the power-cost
equalization program to consume high-cost electricity. Like the
construction of hydropower, the apparent purpose of this program is
to help consumers to pay the least price possible for their
electicity. The result is that the cost of electricity now appears
to be low to consumers, and they use a lot of it. There 1is no
incentive for —consumers to ~conserve on the consumption of a
commodity that is costly. This puts additional demand on generating
capacity, and new capacity 1is added to the system. Since the
government rather than the consumer is picking up most of the cost,
however, there is little or no incentive for the utility to get the
cheapest or most efficient generating ufTit. Investments in
conservation which should be made are not made, and investments in

additional capacity which should not be made are made.

The third® policy is the energy audit program. Under this
program, households and businesses could have an audit of their
energy consumption patterns performed, which included an analysis of
savings from both the installation of different energy-saving
devices and the institution of various conservation practices.
Grants were availablefor the purchase of -equipmentand supplies
which could be shown to be cost efficient. This program was
designed to produce rational energy-use decisions by being targeted

toward purchases which would make energy consumption more
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efficient. Its shortcoming wac that it was poorly administered,

and, like hydroelectric construction and power cost equalization, it
was primarily viewed as a combination job-producing and income-
transfer program. The jobs produced were for a cadre of auditors
who, because they were paid on a piecework basis, had every
incentive to complete the auditsas rapidly as possible. Clever
auditors headed for the condos, where there were many identical
units and an audit of a singleunit could serve for the whole
development. The income transfers were the grants for storm
windows, insulation, etc. We conclude that these were the real
objectives of the program based on the fact that there was never any
attempt to monitor the success ofthe program in terms of how much
energy was actually saved. No one seemed interested in whether the

program was cost effective. The question of how much it was costing

the government to save on energy in this manner was never asked for

this program.

0f course, it would have been extremely difficult to answer that
question because this and other programs primarily designed to
conserve energy were operating at exactly cross purposes with those
policies which subsidized the consumption of energy. One agency of
government was paving consumers, either directly or indirectly, to
use more energy, while another was paying consumers to buy energy-
reducing equipment. Pity the poor analyst asked to measure the

effectiveness of policy in this environment.
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THE LEGACY OF BAD POLICY

The problem with these policies has not been that they resulted
in the creation of construction jobs or that they provided increases
in income to construction workers, auditors, and households in rural
parts of the state. These may be valid ways to spend public, money
if there 1is money left over after necessities such as education and
public safety have been funded. The problem is that by furthering
these objectives wunder the guise of an efficient energy policy
(delivering the jobs and the income through programs that subsidized
the uses of energy), not only were job creation and income transfers
provided inefficiently but also, as a consequence, we now have an
inefficient stock of energy-using capital and disto-ted consumer
behavior with regard to energy consumption. We could have simul-
taneously done a better job of creating jobs and transferring
income, while at the same time creating a legacy of more efficient
capital stock to meet future energy needs based upon the real cost

of energy.

It is important to recognize a significant difference 1in the
impact of the two energy programs for subsidizing consumption- the
subsidization of large capital-intensive projects and the
subsidization of consumption in rural Alaska. This relates to the
ability of the state to continue subsidizing these programs when
revenues drop. The large capital projects are 1in place and have
been paid for. They are relatively cheap to operate and, although

costly to construct, the rates based on operating costs are low.
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The cost of having resource misallocation in this case has already
been paid. (For the state as a whole, the ccntinuing cost is that
there is now less money in the state treasury for paying for

necessities in there leaner economic times.)

In contrast, the subsidized ratesin® the bush, however, are a
continuing obligation of the state. If and when the subsidization
is discontinued, these consumers willface electricity ~ates which
reflect the full cost of power generation. This full cost now
includes the cost of the expanded generating capacity, which has
been added to meet the subsidized demand. At higher rates which
include the full cost of generation, demand will drop significantly.
This will require further rate increases to cover costs, eventually
to a level higher than they would have been if" the subsidy had never
been in effect. In addition, consumers now have a stock of
electricity-using capital, which 1is not as efficient as it should
be. Again, the artificially Ilow price gave those consumers the
wrong signal about what things they should have been buying. In the
worst cases, people will have switched from traditional methods of
space heating to electricity because of the subsidy. Such capital
investments will be very expensive 1indeed when the price of

electricity again reflects its real cost.

The individuals making these choices should not be blamed for
making bad decisions. Rather, it is the fault of the state"s energy

policy for providing the incorrect 1incentives for consumers and
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businesses. This 1is a perfect example of how the availability of a
lot of public money has reduced the efficiency of the economy by
allowing the governmei . to temporarily change the price structure in
such a way as to channel investments and consumption into irrational
ways. Consequently, the government has an obligation not to
terminate this program abruptly, leaving the affected communities
with the dual burden of inefficient electric-generating facilities
to pay off through high rates as well as an inefficient private

capital stock.

NEW ENERGY POLICY

If $15 to $20 a barrel is a reasonable prognosis for the future
of the price of oil and this slows the growth of the Alaska economy,
the general outlines of a new energy policy emerge. This policy is
less ambitious than past efforts for the simple reason that there
will be less money to devote to the problem. It is more rational
because it is a policy divorced from the objectives of job creatior
and income distribution. It is also more efficient because it places
the primary responsibility on the energy industry and the private

sector to make energy production and consumption choices based upon

market-determined prices.

1. Market Reliance. The market should allocate energy because
it can do it most cost effectively. Market prices, in general,

reflect the real cost of producing and consuming different types of
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energy, and decisions should be made on thebasis of the real

costs. We should buy and consume the lowest-cost energy.

2. Minimize Market Failures. The v"xisting institutions do not

always operate in. such a way as to allow the signals of the market
to reach consumers. There are a number-of reasons for this: first,
various types of production or consumption may produce side effects
such as acid rain or excess smoke, which have costs that are not
included in the price because these costs are not paid by the
producer or consumer. The costs are borne by some third party who
is not part of the transaction. For redressing many of these
imbalances, the federal gr /ernment is the proper level for
government involvement. Thereare others which require state, or
local, intervention. Policy should concern itself with the need for

as well as the form of that intervention.

Second, it may be cheaper for a natural monopoly to produce,
transmit, or distribute energy. If it is in thepublic interest to
have only one firm in a market,that firm must be regulated. Policy

questions center on the nature and extent of that regulation.

Third, the utilities and the energy-producing companies may have
objectives which do not coincide with the objectives of individual
energy consumers. In addition, these institutions may have a
competitive advantage, established by law vrather than by the
realities of the marketplace, which prevent free competition among

alternatives.
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For example, the objective of a utility is to provide energy to
the consumer at the lowest possible cost consistent with safety and
reliability considerations. In reality, the success of a utility is
often measured by the absence of rate increases. However, for the
consumer, the Jlowest possible energy cost need not be consistent

with the lowest possible rate for utility-provided power.

Consider a hypothetical electricity conservation device which
could be installed at nominal cost in a house and reduce utility
electricity demand by 50 percent. Most households would be
interested in such a device because it would reduce their need for
utility power. The wutility would not be interested in such® a
device, however, because if a household installed one, demand and
with it revenues would fall, and rates would "need to rise to cover
fixed costs of plant and equipment. This rate increase, of course,
would not bother the consumer with the conservation device whose
total bill for energy services is still lower than before, even with
a higher rate for energy from the utility. Government may have a
role in the stimulation of conservation 1in this case and in

adjusting the "rules of the game" of the marketplace in general.

Finally, market information 1is not always available to all
ch "ers and producers because the collection of information
involves a cost. It may be cheaper for government to collect and

disseminate information about options and costs of alternatives.
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3. Single Objective. Energy subsidies should not be used as a
means to redistribute 1income or to create jobs. Rather, if there
are households or regions which are deserving of assistance because
the cost of energy is high and incomes are low, a direct income
subsidy is more appropriate than the subsidization of energy. The
subsidization of energy promotes excess use and waste while a direct
monetary transfer, since it can be used on any good or service, does
not distort the use of energy. Since it may be difficult politically
to separate these «criteria, a compromise policy might be the
subsidization of a lifeline 1level of energy consuumption 1in very

targeted instances.

4. Sensitivity to Legacy of Problems from Old Energy Policy.
The distortions created by past decisions should be phased out in a
way which minimizes the adverse impacts of the transition. There are
households and businesses that will need to adjust their consumption
patterns. The past misallocations must be recognized, and government
must also recognize the good faith adjustments that consumers have
made on the basis of those policies. For example, the power cost
assistance program phase-out should be done 1ir such a way as to
minimize the 1impact on electricity rates. One possibility would be
through a grant to the .impacted utilities to pay off the cost of the

generating equipment newly put in place during the years of subsidy.

5. Large Projects Unnecessary. The requirement to construct

large projects today in anticipation of increases in demand for
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energy or 1in anticipation of the exhaustion of existing sources of
energy 1is no Jlonger valid. Demand growth uncertainty will continue
in Alaska, impacted both by the changed prospects for the growth of
the economy and by the increased availability and incentive to use
energy-saving devices. Alternative supply sources for electricity
can be examined at a more leisurely pace if. the growth of demand is
slower, as existing supplies will last for a longer time. Decisions
on new capacity can be postponed, allowing time for the development
of new techniques for generating power 1in new, different, and more
efficient ways. When expansion does become necessary, new capacity
should be the most cost effective over the life of the facility,

assuming both reasonable energy prices and energy demand.
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Rural Al a s k a

C ommumnn i ty Action P rogram, 1I1nc.

January 20, 1987

Representative Kay Brown
Alaska State Housé
Pouch V' Mail Stop 3100
Juneau AK 99811

Dear Representative Brown :

| .am forwarding to you several recent actions of the RurAL CAP Board of
Directors regarding rural energy issues. Though these concerns and
Ideas have the most impact on firal people, in"these difficult times in our
state, all issues that have budgetary |m[nl|cat|ons are statewide issues.
Thus we have sent this information to0 all of your fellow legislators.

This year will be a diffic uIIt_Hear for you. Many issues demand attention
and financial s,uPport._ It 'will not be an easy task to decide which plans
and programs w ill ‘receive support and which must be set aside. These
though,ts relate t?_ ener%¥ and | trust that you understand how much energ
costS impact the lives 0T rural people, especially low income rural people.

Happily, the ideas and concerns presented here are ones which will save the
State money, rather than increase our financial difficulties.

| hope that You or one of your aider, will have time to consider the enclosed
ér}]f&gggélon horoughly. However, hare is a very brief surrmary of what is

1. Power Cost Equalization. Resolution #86-28. RurAL CAP stronPIy
supparts the intent of the Power Cost Equalization program. Rura Reople
need help with high energy costs. Rural areas deserve their fair share of
the large amounts”of moriey spent by the State to meet the energy needs of

Alaskans.

However, RurAL CAP continues to believe that the best form of assistance
that the State can provide is assistance which reduces the amount of oil
needed for heating and lighting rather than artificially reducing the
cost of the elecfricity and heating oil used.

Granted, subsidy programs reach many households simultaneously, but they
also make them dependent and vulnerable to economic_and political changes
that can quickly reduce or eliminate the subsidy. Subsidies provide rélief
but offer no real solution to the problem.

Alternative technologies should be explored but we believe that the best
irrmediate and workable approach Is to improve efficiency. This can be
done on_the power production and energy delivery side and on the end use
side.. The enclosed paper P_rese,nts ong”idea which we think deserves
consideration. Something like it should be a part of any proposal.

In brief we propose:. Reduce overall heatin?, and lighting consumption with
more_efficient buildings, heating systems, Tighting systems, and
appliances. THEN, eliminate or Tedlce the power subsidy.

Administration * p*°* BOX 20-0908; anchorage, ak s9520 « (907)279-2511



There is a great deal of skepticism in Alaska about energy conservation.
However, our experience continues to verify our contention that improving.
efficiency does reduce consumption and energy costs in rural Alaska.  It”is
not a simple issue, we know. But efficient Supply and use of energy in
rural Alaska is clearly the direction the State miust rrove.

2. Exxon and Other Oil Qvercharge Restitution Funds Resolution #86-29.
RurAL CAP has been participating™in a coalition of several groups that are
concerned_about the way in which oi| overcharge monies are Qistributed in
Alaska. This group advocates creating an advisory group which would
evaluate proposals for using these funds and make récarmendations to the
designated agency, Decisions about the funds would be based on each.
proposal's merit“in accordance with several criteria. We support this
concept and the criteria proposed by the coalition.

3. Weatherization Resolutions #86-30 and #86-38. This program has served
man)( low incare pegple and helped Improve the quality of their housing as
well as reduce their energy costs. Many more_ households are eligible “for
this program. |t deserveS serious consideration for State funding.

Last year the legislature choose to virtually eliminate State revenue as
funding and used Exxon overcharge funds to pay for this program. .
Unfortunately, Exxon money must’be used in actordance with Very restrictive
federal Department of Energy guidelines. As a result, this year's program
Is far less effective thanprévious years.

Next year the quislature should consider using a different mix of dollars
to ensure adequate and flexible funding for the weatherization program.

4. An Energy Conservation_ Revolving Loan Fund. Resolution #86-31. Energy
conservation”w ill pay for itself in“rural Alaska. One hurdle for many rural
people is available Capital to buy energy saving devices.

Previous State loan programs have not met rural needs. These programs were
designed for cash oriented ccmmunities not subsistence oriented ctnmunities
with” undeveloped cash and credit mechanisms. Loans to rural residences
would produce very significant energy savmgzs. True, there would probably
be a high default'raté. NonethelesS, the State could leverage a great deal
8f energy savmgs and benefit for its rural residents with a properly
esigned” loan program.

Thank_you for consid_erin(IJ these ideas. Please contact us if you have
questions or would like To discuss them further.

Energy Program Director
Enclosures



CRUDE OIL OVERCHARGE REFUNDS

Submitted to:
STATE LEGISLATIVE REPRESENTATIVES CF THE RAILBELT REGION
and

DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS
STATE OF ALASKA

Submitted by: ,

MUNICIPALITY OF ANCHORAGE
ALASKA PUBLIC INTEREST RESEARCH GROUP
TRUSTEES FOR ALASKA

POWER FROM THE PEOPLE -
ALASKA CENTER FOR THE ENVIRONMENT
RURAL ALASKA COMMUNITY ACTION PROGRAM

UPDATE: December 31, 1986
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EXECUTIVE SUMMARY

The signatories urge the legislators to establish a process for evaluation of
energy programs that are proposed for ranking and subsequent funding from oil
overcharge allocations.

The four actions requested are: -
1. Appropriate all the oil overcharge funds to a single lead agency.

2. Direct the lead agency to set up an advisory committee to evaluate projects
for funding.

3. Direct the lead agency to have energy project ranking based on" five cri—
teria.These criteria are supported by a broad based coalition of wurban,
rural and public interest groups.

4. Direct the lead agency to provide oil overcharge funds to energy projects
according to the ranking as established by the advisory committee.
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Oil Overcharge Funds

On January 26, 1986, the U.S. Supreme Court ruled that the Exxon Corporation
would pay over $2 billion in refunds and interest for oil overcharges.

These oil overcharges were for oil products and by-products in the form of
vehicle fuels, facilities and home heating fuels, utility power generation and
industrial products.

The Supreme Court also upheld a lower court ruling that the money would be
distributed to the various states to be spent on identified energy programs, as
restitution to consumers who were overcharged.

Alaska®"s share of the settlement is $8.26 million.

In its decision, the Federal court ruled that the Exxon funds must be governed
by the guidelines and regulations of the five Federal energy programs
through which they are distributed.

The funds cannot be used for administrative purposes and cannot supplant state
funds appropriated for energy conservation. The interest from these funds must
be used in the same manner as the principle.

The State of Alaska, upon receipt of the funds, placed the funds in a trust
account.

The Exxon Corporation oil overcharge payback fund monies are to be distributed
in Alaska by the Department of Community and Regional Affairs and be
appropriated to the qualifying refund programs among five Federal energy
programs:

Energy Extension Service

State Energy Conservation Progranm
Institutional Conservation Program
Low Income Weatherization Assistance
Low Income Energy Assistance

m o O W >

For a period between July 1, 1986 and June 30, 1987, the State will apply $2
million of its share of the Exxon funds to the low income weatherization
assistance program and $500,000 to the institutional conservation program.

The remaining $5.76 million of the funds are to be spent over a three year
period for qualifying energy conservation programs. 1

In addition to the Exxon settlement, other oil overcharge sectlements are forth-—
coming. For example, $2.6 million of Stripper Well money has been received.
Unlike Exxon funds, these and other oil overcharge funds are not restricted to
the five federal energy programs listed above.
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RECOMMENDATION
Distribution of Exxon and Other Oil Overcharge Restitution Funds

Oil overcharge funds represent government®s method of righting a wrong.
Consumers of energy products were overcharged. Restitution 1is directed to con-—
sumers through these funcs. In that light, the funds must be used to enhance
the state"s response to consumers® energy needs and problems.

The overcharge restitution funds provide an opportunity to reevaluate the
state"s residential and consumer oriented energy programs in light of new tech—
nical developments and the state®"s current economic situation.

Existing programs that are benefitting consumers should continue to receive
their primary support from state revenues. The state should maintain its
historic commitments to these programs. Restitution funds should supplement
sta,:e funding for these programs but should be used primarily to fund only those
projects which meet the criteria listed below.

An advisory evaluation team should be formed to work with the Department of
Community and Regional Affairs. This team should evaluate the five Federal
energy programs as well as proposed programs or projects that may be eligible
for restitution funds.

The advisory team should be composed of government program administrators, con—
servation technical experts, representatives of Native regional non-profit

groups, conservation "activists", rural and urban utility representatives, etc.

Recommendations of the team would be incorporated in the review by the
appropriate state decision makers.

Existing programs should also be evaluated with the same criteria ;¢ any pro—

posed new programs. Though Exxon funds are limited to the five Federal energy
programs, distribution of restitution funds through these programs should be
based upon clearly defined and measurable criteria. "Historic distribution” e

formulas should not be applied to these funds.

Distribution of Stripper Weil and other oil overcharge restitution funds should
be based upon the criteria.

Criteria should include the following:

A. Greatest direct measurable reduction of residential energy consumption for
the least cost.

B. Most significant impact on consumers most effected by overcharges.

C. Largest number of state residents who will receive economic benefits.

D. Return on investment to the State of Alaska.
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E. Largest number of local jobs created.

Criteria should be given a point range to weigh their impact on the final eval—
uation. The advisory evaluation team should determine the maximum and minimum
points for each criterion.

Each program or project will receive points under each criterion.. Proposals
receiving the highest score will be given the strongest recommendation for
funding.

Explanations of the Criteria

A. All programs and projects should produce measurable (or calculable) energy
savings. Programs which produce the greatest actual reduction of energy
consumed will be given the highest rating. (i.e. fewer units of fuel used
to provide the same level of service.)

A

Economic analysis of projects will include determination of life cycle costs
and payback period. Projects with the shortest payback should generally be
given a higher ranking. Benefit-to-cost ratios should be determined and
considered. Projects which show extremely significant life cycle benefits
could be given preference over projects with shorter paybacks.

B. Projects should serve residents who are most adversely affected by high
energy costs. This determination should be made on the basis of the percen—
tage of annual 1income expended for basic energy needs: heat-"_*, lighting,
and cooking.

The anticipated affect, of this determination 1is that projects which serve
low income people who live in cold regions of the state and Jho ay high
rates for energy will be given the highest ranking.

C. Projects that result in energy saving that create economic benefits for as
many residents as possible. Economic benefits could result not only from
lower utility bills but also from other factors such as lower property
taxes. The principle employed here is the greatest good for the greatest
number. Projects which provide small amounts of energy savings for a large
number of consumers will receive a higher ranking under this criterion than
projects which produce larger savings for fewer residents.

D. Projects which return money to the State of Alaska through methods such as
shared saving loans, offset energy subsidies, or as returns to the project
will receive the highest ranking under this criterion.

In addition, projects which are able to utilize or leverage private funds
will receive a higher ranking under this criterion.
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Returns should be as measurable and definite as possible. Anticipated
returns should depend upon project performance not upon expected future
decisions or actions of energy consumers.

E. Projects should seek to provide jobs for Alaskans. On-3ite jobs for local
residents are preferred and should receive a higher rank.

PP93/94
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RESOLUTION #86-28

ENTITLED: URGING _A_GRADUAL REDUCTION OF THE POWER COST
E8UALIZATION PROGRAM_IN  CONJUNCTION WITH A
COMPREHENSIVE _RURAL RESIDENTIAL ENERGY
CONSERVATION PROGRAM.

WHEREAS, energy costs represent a very high percentage of
the income of rural residents, and

WHEREAS, the Power Cost Equalization program has helped
lessen the burden of high energy costs, and

WHEREAS, the Power Cost Equalization program does.not
encourage nor facilitate reducing energy con-
sumption, and

WHEREAS, the Power Cost E(iualization program is subject
to the whims of the state legisTature, and

WHEREAS, the Power CostEqualization program. may be reduced

or eliminated due to the poor condition of the
state's economy, and

WHEREAS, gradual reductions of the PCE.subsidy as well as
sudden termination of the program would impose
economic hardship on many rural residents,

now, therefore, be it

RESOLVED: that the Board of Directors of the Rural Alaska
Community Action Program does hereby ur%e the
Governor’ and the Legislature of the  State of Alaska
to establish a comprehensive rural residential
energy conservation program as the method of
systematlc_al% and gradually achieving a major
reduction in Power Cost Equalization progran
expenditures.

ADOPTED this 17th day of December, 1986 at the Annual Meeting of
the Board of Directofs held in Anchorage, Alaska.

f1'0 at N1 A rf-721 /e -
1 fcll!

Gordon Jackson, President je*nine Kennedy, Executive Director

Administration - Po.o0 . b o x : anchorage., a k i - (907) 279 -250U
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RESOLUTION #86-29

ENTITLED: ENDORSING THE CONSERVATION COALITION'S POSITION
REGARDING THE DISTRIBUTION OF OIL OVERCHARGE
RESTITUTION FUNDS IN ALASKA.

WHEREAS, RurAL CAP has par(sicipated in the development of
this strategy, an

WHEREAS, this position is essentially the same as previously
taken by the Board, and

WHEREAS, the distribution of these funds should be done in

accordance with principles of energy conservation
rather than political power,

now, therefore, be it

RESOLVED: that the Board of Directors of the Rural Alaska
Community Action Program hereby endorses the
attached position which urges the Governor and
Legislature to establish a"task force and a set
of criteria to govern the distribution of all
01] overcharge festitution funds which are re-
ceived by the state, and *

be it further

RESOLVED: that the Department of Community and Regional
Affairs be dwec_tk()ad to proceed with this™ process
as soon as possible.

ADOPTED this 17th day of December, 1986 at the Annual Meeting of
the Board of Directofs held in Anchorage, Alaska.

G s . VEFL Ly

$ $ i/ijuisi

Gordon Jackson, President ne Kennedy, Executive Dire tor

Admninistration - p*o . b o x 200708 aaaaaaaaaa a k 99520 - (907 )2739 2 3
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RESOLUTION #86-30
ENTITLED: URGING THE USE OF STATE FUNDS_OR NON-EXXON_OIL

OVERCHARGE RESTITUTION FUNDS TO SUPPORT THE
LOW INCOME WEATHERIZATION PROGRAM.

WHEREAS, the weatherization program continues to heIP ease
Qﬁ% burden of high ‘enérgy costs in rural Alaska,

WHEREAS, the State of Alaska has previously suE)p_Iemented
Federal allocations in order to make this program
more effective in Alaska, and

WHEREAS, in. 1986-87 this program was funded almost exclusively
with Exxon overcharge restitution funds rather than
State funds, and

WHEREAS, Exxon funds must be spent in accordance with Federal
Department of Energy guidelines, and

WHEREAS, these guidelines severely restrict the ability of
this program to effectively meet Alaska's needs, and

WHEREAS, other oil overcharge restitution funds which the

state has received and will continue to receive
(such as Stripper Well) do not have such limitations,

now, therefore, be it

RESOLVED: that the Board of Directors of the Rural Alaska
Community Action Program urgt s the Governor and
the Legislature of the State of Alaska not to use
Exxon overcharge restitution funds as the only
source of funding for the low income weatherization
program in the flture.

ADOPTED this 17th day of December, 1986 at the Annual Meeting of the
Board of Directors held in Anchorage, Alaska.

r AfILA *.

pr !

Gordon Jackson, President anine Kennedy, Executive Dirggtor

)

e oo 20090 L oo 99520 . 907, 219-2311



