
Explaining the Power Cost Equalization (PCE) Program

Amanda Toerdal, Energy Development Specialist, Kawerak

Connie Fredenberg, Owner, Utility Management Assistance

Alaska Tribal Conference for Environmental Management

Presented By:

November 21, 2019



Let’s get this straight right away –
PCE is not a hand-out!  

It is the ‘rural solution’ to heavy state 
investment into energy projects benefitting 

urban areas of Alaska. 

What is PCE?



• The goal of the Power Cost Equalization Program is to “equalize” electric 
rates in Rural Alaska to the average of rates for Fairbanks, Anchorage and 
Juneau. 

• After 4 years of searching for a permanent solution, the Power Cost 
Assistance Program morphed into the PCE Program in 1984.

• Without PCE – Residents, Water Plants, Clinics, Streetlights and other 
Community Buildings would see electric rates increase up to 300% or more 
in many communities. 

What is PCE?



After years of fights to fully fund the program, the “PCE Endowment” Fund was 
established in the year 2000 from a Constitutional Budget Reserve Appropriation of 
$100 million

• 2002-PCE received $89.6 million from proceeds of the sale of the four dam pool 
hydroelectric projects.

• 2007- Additional legislative appropriation of $182.7 million

• 2012-Additional legislative appropriation of $400 million

• Current balance on October 31, 2019: $1.09 billion

How is the PCE Program Funded?



Eligibility and monthly PCE payment amounts are determined by formula specified in 
state statute (AS 42.45.110-150). 

• Residential customers are subsidized for the first 500 kWhs of usage per month.

• Community Facilities (CF) (clinic, fire station, public safety office, city/tribal office, 
water treatment plant, community center, street lights) can have all usage per month 
subsidized up to the current year’s community monthly quota (70 kWhs x community 
population as of July 1st)
• If CF usage exceeds the community quota, the utility decides how to distribute 

and apply the kWhs available.

Who Gets the PCE Subsidy?



Monthly PCE payment amounts are determined by formula specified in state statute (AS 
42.45.110-150).  Utilities file an Annual Expense and Operations Report which is reviewed 
approximately every three years.  Fuel costs are reviewed more often, based upon their 
delivery schedule. The floor is recalculated annually based upon urban residential rates.

Variables that affect the unique subsidy for each utility:

• Non-Fuel Costs (Personnel, Operations & Maintenance, Administrative, Loan Interest, 
Depreciation)

• Fuel Costs (Gallons of Diesel Used, Purchased Power)

• High Line Loss and/or poor Fuel Efficiency will lower the subsidy rate.

• Customer Rates (if set lower than eligible costs will limit the PCE subsidy rate)

How Is My PCE Subsidy Rate Determined?



• Governor Dunleavy’s administration took the unprecedented step of “sweeping” 
this fund into the Constitutional Budget Reserve Fund, effectively eliminating the 
PCE endowment. 

• By 2 votes on the last day possible, legislators reversed the sweep and saved the 
fund – this time. Tapping the CBR requires a 75% vote of the House and Senate.

• Funding the Capital Budget also requires a 75% vote, which in the past has been 
tied to reversing the automatic sweeps.

What the Heck Happened to the 
PCE Endowment in July 2019?



• Constructing, operating, maintaining, repairing, and replacing central power in small 
remote Alaska villages is expensive.  

• PCE only provides 20% of the cost of operating rural utilities.  Local rate payers are 
paying 80% of the cost of local power.  

• Integrating renewable energy does reduce fuel usage and save on expenses.  Costs then 
need to shift to more training for local technicians, more preventive maintenance, and 
saving for repairs and replacements.  

• The need for PCE will not go away.

• Creation of local IPPs may provide the means to improve the economics of enhanced 
maintenance and R&R funds for communities. 

Educate Legislators!!!

How Can We Protect the PCE Program?



Contact
atoerdal@kawerak.org

conniefredenberg@mtaonline.net

Questions?
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