


goSaSifiiH

Akska jiiate *gkktute

Senate

Committee on Commerce
Pouch V

State Capitol

Official Business Juneau, Alaska 99811
March 13, 1980

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

Your Senate Commerce Committee has had under consideration
for "Sunset" review the Alaska Public Utilities Commission,
pursuant to your referral under AS 44.66.010 and AS 44.66.050.

In accordance with the statutory requirements, a public
hearing was held on the review of this commission. An additional
hearing was held on March 13, 1980, as the Committee Chairman
had been notified that additional witnesses wished to testify
regarding the Alaska Public Utilities Commission.

Guided in part by the report prepared by the Legislative Audit
Division, the Committee took into consideration the factors
required under AS 44.66.050(c).

Your Commerce Committee thereby makes the following
findings:

The Committee finds some merit in recommendation number
one which recommends that the Alaska Public Utilities Commission,
the Alaska Transportation Commission and the Alaska Pipeline
Commission should be combined into a single regulatory
commission. However, this will require considerable further
study. The Committee finds it is not in the public®s
interest to do so at this time.

In recommendation number two, the Legislative Audit
Division recommends that AS 42.05 should be amended to allow
the Alaska Public Utilities Commission to cease all certification
and regulation of cable television. The Committee does not
concur. Cable systems in Alaska, particularly in the remote
areas, do not serve a mere entertainment function. Cable
television in some areas of Alaska is the only source of
information and entertainment. It is felt that regulation
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should continue in these areas. In urban areas, where
alternative forms of entertainment and information are
available, the Committee agrees that certification and
regulation may not be necessary. Recent legislation passed
in the state of California provides a formula that the
Committee believes will, with modification, provide for
deregulation of the cable systems in major urban areas of
Alaska while providing regulatory protection for Alaska“®s
rural population.

Recommendation number three asks that AS 42.05 should
be amended to allow the Alaska Public Utilities Commission
to cease certification and regulation of those utilities
furnishing collection and disposal service of garbage,
refuse, trash and other waste materials. In both the
Legislative Audit Report and the public hearing, the reason
most often heard for this deregulation was that "We don"t
have the staff to do this."™ An assertion is made 1in the
Performance Review that the refuse industry is not capital
intensive and that competition in this industry would not be
as detrimental to the public®s interest as competition among
more capital intensive industries.

However, it has also been argued to the Committee that
there should be some limited activity by the Alaska Public
Utilities Commission in this area. Contentions have been
made in favor of the Commission having appellate authority
over local government units which may assume the regulatory
function; anu it has also been argued that the APUC be
allowed to have jurisdiction "by consent,”™ when a municipality
and a utility have both agreed to that jurisdiction. While
the Committee tends to agree with the recommendations of the
Legislative Auditor about deregulation in this area i1t will
consider these arguments about very limited jurisdiction
during the preparation of the Committee"s legislation.

Recommendation number four asks that AS 42.05 be amended
to allow nonprofit telephone and electric cooperatives to
petition for withdrawal from APUC economic regulation. It
further recomends that the membership of the cooperatives,
by a vote of a majority of the members, be given an opportunity
on a utility by utility basis to determine whether their
cooperative should remain under APUC regulation. The Committee
finds several problems in considering deregulation of the
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cooperatives. One, as pointed out by the Performance Review,
is the large number of consumer complaints received by the
APUC against cooperatives. The second, which was brought
out in public hearing, is that the annual meetings of the
cooperative associations have a less than representative
number of members present. Before the Committee can consider
deregulation of the utilities by vote of the membership, the
Committee would have to be assured that the vote in fact
represented a majority of the actual members as opposed to a
majority of the members present at any given annual meeting,
or that similar safeguards are provided.

With this modification, the Committee®s legislation
will reflect this recommendation.

The Committee in general concurs with recommendation
number five that asks that AS 42.05 be amended to exempt
from economic regulation all utilities with annual gross
revenues not exceeding $100,000. We agree with the Legislative
Audit Division that the cost of regulation "on a percentage
basis™ to a small utility may outweigh the potential benefits.
However, when considering regulation of a utility we must
look not only to the cost factor but also to the factors of
public safety that are involved. Many of these small
utilities provide vital needs to communities, for instance,
water utilities. The Committee while including deregulation
for these utilities in its legislation, will attempt to
include some triggering device that would submit the utility
to regulation if serious consideration of public health and
safety should warrant such action.

The Committee concurs with recommendation number siXx
that the statutes and regulations governing the Alaska
Public Utilities Commission should be revised, and will work
with the Commission to accomplish this.

The Committee concurs with recommendation number seven
that salary levels for the professional and technical support

staff should be upgraded. IT salaries are not competitive
with private industry in Alaska, we cannot expect qualified
personnel to work for the APUC on an extended basis: The

Commission will only become a training ground for industry.

The Committee concurs with recommendation number eight
that the APUC should implement a time management system. We
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were informed during the public hearing that new concepts
are being implemented by the Executive Director and the
situation is improving. If this is accomplished within a
reasonable length of time, no legislative action will be
necessary.

Recommendations number nine, ten, and eleven address
"housekeeping™ functions of the APUC. It is our understanding,
as a result of testimony by the Alaska Public Utilities
Commission, that action is being taken on these recommendations.
If this action proceeds in a timely manner, it is felt that
no legislative action will be necessary in this area.

Recommendation number twelve urges that the Office of
the Governor keep the appointment of the Chairman of the
Alaska Public Utilities Commission current. Complaints
that the Office of the Governor has been slow in making
appointments to boards and commissions have appeared often
in the Performance Reviews. It is hoped that the Governor®s
Office will make timely appointments to boards and commissions
An the future.

Corresponding legislation will be introduced soon to
accomplish the goals of this report.

Respectfully submitted,

Senate Commerce Committee
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ALASKA PUBLIC UTILITIES COMMISSION
1100 MacKay Building
338 Denali Street
Anchorage, Alaska 99501

STATE OF ALASKA

THE ALASKA PUBLIC UTILITIES COMMISSION

Before Commissioners: Gordon J. Zerbetz, Chairman
Marvin R. Weatherly
Carolyn S. Guess
Susan M. Knowles
Stuart C. Hall

In the Matter of the Application

of PACOM, INC., a Wholly Owned U-79-11
Subsidiary of PACIFIC POWER &
LIGHT COMPANY for Authority to ORDER NO. 2

1 Acquire a Controlling Interest

in RCA ALASKA COMMUNICATIONS, INC.

ORDER CHANGING HEARING LOCATION

Subsequent to the issuance of Order No. 1 1in
these proceedings which scheduled, and established procedures
for the conduct of, a public hearing with respect to this
application, the Alaska State Court System has made available
to the Commission a court room in the Boney Memorial Court
Building in which to conduct the scheduled public hearing.
In view of the widespread interest in this matter, the
Commission believes that the facilities available 1in the
court building would be more suitable for the conduct of
this hearing than those in the Commission®s office in the
MacKay Building. Accordingly, the hearing scheduled for
9:00 a.m., Monday, March 19, 1979, will be held in Courtroom
"K"™ (Room 201) of the Boney Memorial Court Building, instead
of the hearing room in the Commission®s office in the MacKay
Building.

ORDER

THE COMMISSION FURTHER ORDERS, That, the location

of the public hearing concerning the application of PACOM, Inc.

U-79-11(2)(3/7/179)
Page 1 of 2
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for authority to acquire a controlling interest in RCA Alaska
Communications, 1Inc., is changed from the hearing room in

the Commission®s Office, 1100 MacKay Building, 338 Denali
Street, Anchorage, to Courtroom "K" (Room 201), George Boney
Memorial Building, 303 "K" Street, Anchorage, Alaska. The
time and date of the hearing are not changed by this Order.

DATED AND EFFECTIVE at Anchorage, Alaska, this 7th day of
March, 1979.

BY DIRECTION OF THE COMMISSION
(Commissioner Carolyn S. Guess not participating)

U-78-11(2)
Page 2
(SEAL)



STATE OF ALASKA
THE ALASKA PUBLIC UTILITIES COMMISSION
Before Commissioners: Gordon J. Zerbetz, Chairman
Marvin R. Weatherly
Carolyn S. Guess

Susan M. Knowles
Stuart C. Hall

In the Matter of the Application

of PACOM, INC., a Wholly Owned U-79-11
Subsidiary of PACIFIC POWER &

LIGHT COMPANY for Authority to

Acquire a Controlling Interest

in RCA ALASKA COMMUNICATIONS, INC.

CERTIFICATION OF MAILING
Sandra S. Thomas certifies as follows:

That 1 am Clerk Typist 11l in the offices of the
Alaska Public Utilities Commission, 1100 MacKay Building,
338 Denali Street, Anchorage, Alaska 99501.

That on the 8th day of March, 1979, | mailed true
and accurate copies with postage thereon to the parties
indicated on the attached service list of

ORDER NO. 2
ORDER CHANGING HEARING LOCATION
in the above entitled cause.

DATED at Anchorage, Alaska, this 8th day of March, 1979.



Robert E. Stoller, Esq
1100 MacKay building

338 Denali Stree
Anchorage, Alaska 99501

COURTESY LIST

B. Richard Edwards, Esq.
310 K Street, Suite 511
Anchorage, Alaska 99501

James P. Love

AKIPIRG

P.0. Box 1093

Anchorage, Alaska 99510

Lucinda McBurnev

Margie MacNeille

A.L.S.S.C.

524 W. 6th Avenue, Suite 204
Anchorage, Alaska

PACOM, Inc.
920 S.W. Sixth Avenue
Portland, Oregon 97204

The Honorable Mike Miller
Pouch V
Juneau, Alaska 99811

Rural Cap.
327 Eagle Street
Anchorage, Alaska 99501

AFN Telecommunications Committee

c/o Paul Sherry

Tanana Chiefs Conference
Doyon Bldg.

First & Hall

Fairbanks, Alaska 99701

The Honorable Oral Freeman
Pouch V
Juneau, Alaska 99811

The Honorable Terry Gardiner
Pouch V
Juneau, Alaska 99811

The Honorable Ernie Hargen
Pouch V
Juneau, Alaska "."9811

The Honorable Richard Eliason
Pouch V
Juneau, Alaska 99811

Richard 0. Gantz, Esgq.

RCA Alaska Communications, 1Inc.

509 West Third Avenue
Anchorage, Alaska 99501

Roger R. Kemppel, Esq.
420 L Street, Suite 402
Anchorage, Alaska 99501

Andrew E. Hoge, Esq.
3201 C Street, Suite 706
Anchorage, Alaska 99503

Carl Wayn Smith

Defense Communications Agency
Office of the counsel

Code 105

9th Street, s.& S. Courthouse Rd.

Arlington, Virginia 22204

The Honorable Jim Duncan
Pouch V
Juneau, Aalska 99811

The Honorable Margaret Branson
Pouch V
Juneau, Alaska 99811

The Honorable Pat Carney
Pouch V
Juneau, Alaska 99811

The Honorable Mike Beirne
Pcuch V
Juneau, Alaska 99811

The Honorable Russ Moekins, Jr.

Pouch V
Juneau, Aalska 998*11

The Honorable Bill Miles
Pouch V
Juneau, Aalska 99811

The Honorable Bill Parker
Pouch V
Juneau, Aalska 99811

The Honorable Sam Cotten
Pouch V
Juneau, Aalska 99811

The Honorable Randy Phillips
Pouch V
Juneau, Alaska 99811
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The Honorable Ray Metcalf
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The Honorable Pat O0"Connell
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Juneau, Alaska 99811

The Honorable Fred Zharoff
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Juneau, Alaska 99R11
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Juneau, Alaska 99811

The Honorable Nels Anderson, Jr.
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Juneau, Alaska 99811
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Juneau, Alaska 99011

The Honosable Hoyt Moss
Pouch V
Juneau, Alaska 99011

The Honorable Robert Bettisworth
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Juneau, Alaska 99811

The Honorable Fred Brown
Pouch V
Juneau, Alaska 99811

The Honorable Charlie Parr
Pouch V
Juneau, Alaska 99811

The Honorab]e Richard Randolph
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Juneau, Alaska 99811

The Honorable Brian Rogers
Pouch V
Juneau, Alaska 99811

The Honorable Sarah Smith
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Juneau, Alaska 99811

The Honorable Leo Schaeffer, Jr.
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Juenau, Alaska 99011

The Honorable Jack Fuller
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Juneau,Alaska 99011

The Honorable Robert Ziegler
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Juneau, Alaska 99811

The Honorable Pet Meland
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Juneau, Alaska 99011 -

The Honorable Bill Ray
Pouch V
Juneau, Alaska 99811

The Honorable Jalmar Kerttula
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Juneau, Alaska 99011



The Honorable Terry Stimson
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Juneau, Alaska 99811

The Honorable Bill Sumner
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The Honorable V7.E. Bradley
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The Honorable Tim Kelley
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Sitka Telephone Company Fairbanks Municipal Utilities Systenm
P.O. Box 257 P.0. Box 2215

Sitka, Alaska 9S835 Fairbanks, Alaska 99707

United Utilities, Inc. General Telephone Company of Alaska
P.0. Box 4-2736G 8625 Evergreen Way, Suite 102
Anchorage, Ak. 99509 Everett, WA 98206

Whittier Telephone Co. Girl Friday, Inc. d/b/a/

3025 E. Tudor Road Girl Friday Communications

Anchorage, Alaska 99507 600 Hughes Street

Fairbanks, Alaska 99701
James Clifton Eller d/b/a

Yukon Telephone Co. Glacier State Telephone Co.

P. 0. Box 96 909 West 9th Avenue,Suite 5*0
Tanana,. Alaska 99777 Anchorage, Alaska 99501

Alaska Power 8 Telephone Co. Wire Communications, Inc. d/b/a/
P. 0. Box 222 Greatland Telephone

Port Townsend, WA .98368 4134 1Ingra Street

Anchorage, Alaska 99504
Interior Telephone Co.

508 W. 6th Avenue Greater Anchorage Borough

Anchorage, Alaska 95501 Telecommunications Company
308 G STreet - Central Building

Bristol Ray Telephone Communications Anchorage, Alaska 99501

Cooperative, Inc.

P.0. Box 56 Interior Telephone Co.

Naknek, Alaska 99633 508 W. 6th Avenue

Anchorage, Alaska 99501
Bush-Tell, Incorporated
P. 0. Box 508 Juneau 5 Douglas Telephone Co.
Aniak, Alaska 99557 909 West 9th Avenue, Suite 340
Anchorage, Alaska 99501
Capitol Communications,lac.

159 W. Second Street Ketchikan Public Utilities, City of
Juneau, Alaska 99801 Ketchikan
P. 0. Box 7300
Communications Engineeriig,lnc. Ketchikan, Alaska 99901
P. 0. Box 89190
Anchorage, Alaska 99508 Matanuska Telephone Association, Inc.
P.0. Box 1388
Communication Equipment 5 Svc. Corp. Palmer, Alaska 99645
1010 College Road
Fairbanks, Ak. 99701 Mukluk Telephone Co., Inc.
No. 2, Front Avenue
Continental Telephone Svc. Corp. Teller, Alaska 99778
P. 0. Box 5246
Bakersfield, CA 95308 National Utilities,Inc.
P. 0. Box 222
Continental Telephone Corp. Port Townsend, WA 98368
1621 114th Ave., S.E.,Suite 210
Bellevue, WA 98004 Nushagak Telephone Coop.,lInc.

P.0. Box 197
Copper Valley Telephone Cooperative, c.Dillingham. Alaska 99576
P. 0. Box 337
Valdez, Alaska 99686 0TZ Telephone Coop.,Inc.
P. 0. Box 324
Kotzebue, Alaska 99752



HOUSE RESEARCH AGENCY
Pouch Y - State Capitol
Juneau, Alaska 99811

465-3991
MEMORANDUM March 5, 1980
TO: Representative Fred Brown
FROM: Elaine Mitchell, Research Analyst
RE: California Deregulation of Cable TV

Research Request No. 83

Background

California Assembly Bill 699 was signed into law September 28, 1979,
deregulating cable TV rates under specified conditions. The bill was
introduced by Assemblyman Bruce Young at the request of the industry.

In its original form, the bill would have prohibited a city, county, or
city and county from regulating the rates imposed by a franchise or
licensee on individual subscribers, but would have allowed proposed
subscriber rates to be made a condition to the granting of a franchise
or license. It was expected that Governor Brown would veto the bill.

Legislative Action:

Durinj the course of legislative consideration, the California Depart—
ment of Consumer Affairs proposed amendments which would have given the
Public Broadcasting Commission an intensive regulatory overview role.
This was unacceptable to the California Community TV Association.

The bill progressed to a conference committee where negotiations between
the industry and the Administration resulted in a compromise bill which
passed the legislature and was signed into law.

Negotiations:
Monroe Price, a lawyer representating the cable industry, worked out the
compromise bill. He told us that the basic points in the negotiations

were:

1. to avoid intensive regulations by the Public Broad—
casting Commission, and

2. to avoid monopolistic situations which might arise for
any cable TV operation.
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Under provisions of the law, before deregulation may occur, the cable
companies must show that they have met the following criteria:

1. deliver 20 or more channels;

2. have a satellite earth station to receive satellite
signals;

3. are located in an area with three significantly viewed

stations (viewable by a certain percentage of homes) or
two significantly viewed stations and an education station;
and,

4. provide a community services channel program.

Rates are completely deregulated for systems which are subscribed to by

less than 70 percent of homes passed by the cable meeting these requirements.
For systems with more than 70 percent subscribers, certain restrictions

are placed on increasing rates. This is the key provisions designed

to avoid monopolies.

According to Mr. Price, the cable TV industry wished to modernize, but
needed added assurances of returns on investments that they felt deregu—
lation would bring. Under the new law, deregulation has not been fully
realized, because the possibility offered by deregulation has given the
industry added leverage in negotiations with local governments on regulated
rate increases.

Attached are the bills as originally introduced and the bill as passed.
If you desire more information, please let us know.

FM/dp

Attachment



CALIFORNIA LEGISLATURE—1979-80 REGULAR SESSION
ASSEMBLY BILL No. 699

Introduced by Assemblyman Young

March 1, 1979

REFERRED TO COMMITTEE ON FINANCE, INSURANCE, AND COMMERCE

An act to amend Section 53066 of the Government Code,
relating to community antenna television.

LEGISLATIVE COUNSEL'S DIGEST

AB 699, as introduced, Young (Fin., Ins, &
Com.). Community antenna television: subscriber rates.

Under existing law, the governing body of a city or county
or city and county may authorize by franchise or license the
construction of a community antenna television system. The
law presently imposes maximum limitations on the amounts
of fees for the granting of such a franchise or license and
permi s the award of a franchise to be made on the basis of,
among other things, the rates to the subscriber.

This bill would prohibit a city, county, or city and county
from regulating the rates imposed by a franchisee or licensee
on individual subscribers but would allow proposed
subscriber rr’es to be made a condition to the granting of a
franchise or ncense.

Vote: majority. Appropriation: no. Fiscal committee: no.
State-mandated local program: no.

Thepeople ofthe State ofCalifornia do enactas follows:

1 SECTION 1. Section 53066 of the Government Code
2 is amended to read:



53066. (a) Any city or county or city and county in
the State of California may, pursuant to such provisions
as may be prescribed by its governing body, authorize by
franchise or license the construction of a community
antenna television system. In connection therewith, the
governing body may prescribe such rules and regulations
as itdeems advisable to protect the individual subscribers
to the services of such community antenna television
system. The award of the franchise or license may be
made on the basis of quality of service, rates to the
subscriber, income to the city, county or city and county,
experience and financial responsibility of the applicant
plus any other consideration that will safeguard the local
public interest, rather than a cash auction bid. The
maximum franchise fee for any franchise or license
hereafter awarded pursuant to this section or pursuant to
any ordinance adopted under authority of this section by
any city or county or city and county shall be 5 percent
of the grantee’s gross receipts from its operations within
such city or county or city and county. Any cable
television franchise or license awarded by acity or county
or city and county pursuant to this section may authorize
the grantee thereof to place wires, conduits and
appurtenances for the community antenna television
system along or across such public streets, highways,
alleys, public properties, or public easements of said city
or county or city and county. Public easements, as used
in this section, shall include but shall not be limited to any
easement created by dedication to the city or ~ounty or
city and county for public utility purposes or any other
purpose whatsoever. ;

(b) Therates im posed by a franchisee orlicensee on
individualsubscribers shallnotbe subject to regulation
bya city,county, orcity and county;provided, however,
thatproposed subscriberrates may bemade a condition
to the award ofa franchise or license.
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MHAPTER 1086 s
(Assenbly Bill No." 699)

An act tc add Section 53066.1 to the Government Code, relating to communiu
antenna television.

[Approved by Governor September 27, 1979. Filed with Secretary of State September 28, 1979.]

-+ ., 'LEGISLATIVE COUNSEL'S DIGEST

+AB 699, Young. Community antenna television: subscriber rates. -..... -

Under existing law, the'goveming body off@ city or county or'city .and countt
may authorize'by franchise or license‘the’construction of a"'community antemt
television system. The law presently imposes maximum limitations on the ‘amount*
of fees for the granting of such a'franchise or license and permits the award oft
franchise to'be made on the basis of, among other things, the rates:to the
subscriber.
> This bill would, upon request of the franchisecor licensee, modify local reguli:
tion by the franchisor, under specified conditions, of the rates, charges, and rat
structures of a franchisee or licensee if such franchisee or licensee provides i
community antenna television system, as defined, which provides a communin
service channel program, as specified. - o »’ -jV.-.-C. =

It would permit the franchisor, to act as ;a public trustee-of such -communitj
service channel or channels,‘-as specified.-It would exempt a franchisee or license
from liability for acts arising from the useof the community service channel br
others. ] ot

It would prescribe a complaint system with respect to such a franchisee's ¢
licensee’s services and provide for the levying of certain penalties for failure t:
remedy a complaint, as specified.

The bill would cease to be operative on January 1, 1984, except a provision wouli
remain incfTect beyond that date requiring that rates then inefTect shall not ke
subject to reduction by local authorities below the average rate in the state fortn:
class of service provided.

Finally, the bill would require the California Public Broadcasting Commission t:
make d specified report by April 15, 1982, regarding the effect of the bill, and woui:
impose specified filing requirements upon cable television systems.

TemkateSedCitradeatths

SECTION 1 Section 53066.1 is added to the Government Code, to read:

§53066.1, (a) Notwithstanding the provisions of Section 53066, any cable televi-
sion system which:

(1) Provides 20 or more channels to the cable television subscriber,

(2) Receives or has contracted to receive television signals by satellite eartF
receiving station, J

(3) Has a subscriber penetration ratio of less than 70 percent certified by tfc
cable television system, subject to review by the franchisor or licensor,

(4) Is located in a county or portion of a county which has available, thre:'
significantly viewed television stations, as defined by the Federal Communicariortf
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Commission, or two significantly viewed television stations and an educational
television station, and

(5) Is providing or has agreed promptly to provide a community services channel
program as defined in subdivision (d),
shall, upon election by the cable television system and upon the filing of a
declaration to that effect with the franchisor, be exempt from regulation or control
bv a city, county, city and county, or other authority as to rates, charges and rate
structures, except for the first year following the date of delivery of service pursuant
Ito the initial grant of a franchise.
(b) Notwithstanding the provisions of Section 53066, any cable television system
[which:
(1) Otherwise meets the requirements of subdivision (a) except for the require-
ment of paragraph (3) of subdivision (a), or
(2) Provides between 12 and 20 channels of television service in a franchise area
vith fewer than 3,500 subscribers in a community of less than 20,000 in population,
ad otherwise meets the requirements of paragraphs (4) and (5) of subdivision (a), ~
ay, upon election by the cable television system and declaration filed with the
franchisor, adjust its rate by an amount not to exceed 75 percent of the percentage
Increase in the Consumer Price Index for the period since tb' date of the last
previous rate increase, or December 31, 1975, if there have been no increases since
ember 31, 1975. A system may make a rate adjustment under the preceding
itence only for the period occurring within three years from the date a system
fOuld be entitled under such sentence to make an adjustment. A cable television
ptcm which, prior to January 1, 1980, had 12 or fewer channels, and subsequently
pbuilds its system to 20 or more channels, may raise its rates to a level, within
hrce years of completion of the rebuild, not to exceed the statewide average rate for
rose cable television systems having 20 or more channels. - F e
1 () (1) Prior to April 15, 1982, the California Public Broadcasting Commission
tall report to the Legislature concerning the effect upon subscribers and upon the
llecommunications policy of the state of the rate adjustments by cable television
mstems as a consequence of this section, including such recommendations for
Ipslative modification as may appear desirable. Each cable television system
ljusting its rates pursuant to this section shall file wnth the California Public
moadcasting'Commission prior to September 15, 1981, the rates of the system on
Inuary 1, 1980, and all subsequent adjustments, and information concerning
Imber of subscribers and services provided. After the required filing on September
I. 1981, all systems shall promptly file any subsequent rate adjustments with the
mlifomia Public Broadcasting Commission. ‘ LI
#2) This section shall cease to be operative on January 1, 1984, unless on or
more such date its operative date is extended by the Legislature, except that rates
meffect on January 1, 1984, shall not be subject to reduction by local authorities
Bing rate reduction authority in their franchise below the average rate in the state
m that date for the class of service provided.
Id) A cable television system shall be deemed to be offering a community service
m r.nel program if the system does all of the following:
Bl) (A) Provides for those systems which furnish between 12 and 20 channels,
1 dedicated channel for focal community, public access, educational and govem-
Bn access purposes, except that the one channel may be a composite containing
m functional equivalent of a single community service channel; or (B) provides for
Be systems which furnish more than 20 channels, in addition to the first
Bcated channel, a second such channel if the first channel is in use during 80
Bent of the weekdays for 80 percent of the time during any consecutive 13-hour
m'Hi for 10 consecutive weeks, except that for systems with 24 or fewer channels

rrrtrwi
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the second channel, if required, mav be a composite containing the functional
equivalent of a single community service channel; or (C) provides, if such system
furnishes more than 30 channels, a third channel if the second channel is in use
during 80 percent of the weekdays for 80 percent of the time during any consecutive
13-hourperiod for 10 consecutive weeks. ... o
. (2) Participates in a statewide cooperative program, administered by an associa-,
tion of cable operators, with the advice of potential users, that: (A) provides
instruction and training for individuals, groups, entities and agencies interested in
using community services channels, (B) furnishes guidelines for the use and alloca-
tion of such channels, and (C) creates a foundation for community service channels,
with an independent board of directors™including representatives of local nongcv:
vemmenta] user groups and public agencies. Such foundation shall have grant-
making authority to users'and shall have, as'its primary purpose, the promotion and
encouragement of use of community service channels."” ' -
'(3) Provides fifty"cents (50.50) per subscriber per year, to the foundatlon estate
lished pursuant to paragraph (2) of subdivision (d). ..." . . .o
.(4) Provides to individuals, groups, and entities using community service chan-
nels technical advice by local program staff and reasonable access to local studio
facilities, if such facilities and staff are part of the local system. - .
(5) Cooperates with courses and programs in secondary schools, communit
colleges and elsewhere which furnish training in the uses of community servici

channels. c -- - 1. fj
(6) Has avallable for use without charge taps playback facilities for entrance inti
the system. *, - r- i

(7) Provides through display information on community service channels, and b;
other means, including written notice to subscribers, information to potential user
of the opportunity to have access to community service channels. ¢ - e e

(8) Unless the franchisor elects 1o act as trustee for the community channel -0
channels, consults with the franchisor inestablishing policies for the use c
community service channel or channels. *

"(9) Provides to government Tand educational agencies reasonable access to cart
station facilities for the receipt of programming for the community service channel.

(10) Regularly provides to the foundation for’communitj' service channels and t
the public and public agencies information containing the' name, address ar
telephone number of the system, the name of the system manager, and the stati
and utilization of the community access channels.

(e) The franchisee or licensee may utilize any community service channel whit
is not used for community service programming so long as community seni
programming is given scheduling priority.. . " . ,

(0 The franchisor may elect to act as public trustee or appoint a delegai
reporting to the franchisor, to act 2s public trustee of the community seni
channel, to ensure the use of such channel or channels for public access, state
local government or education access purposes.

(9) The franchisee or licensee, or such delegate as is appointed a trustee of su
community service channels, shall not be liable for acts arising from the use of su
channel or channels by persons other than the franchisee or licensees. The franc
sec or licensee shall establish regulations governing the use of such channels wh'
provide uniform and nondiscriminatory standards, ensure adequate opportunity
participation by local nongovernmental users and incorporate restrictions on lit
ous or slanderous or illegal programs. ~ >

(h) The California Public Broadcasting Commission, in cooperation with
California Arts Council, the Office of Appropriate Technology, the Stte Depi
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cient of Education and the State Department of Consumer Affairs, and such other
agends as requested by the commission, shall undertake efforts to encourage state
;'and local government and educational use of the community service channel or
mchannels and shall prepare a report by January 1, 1983, indicating the uses that
government and educational agencies and commumtv organizations have made of
»such channel or channels. .

0] The Regents of the University of California, if it so elects, the Trustees of the
California State University and Colleges, the Board of Governors of the California
Community Colleges and the State Department of Education shall negotiate with
representatives of cable television systems providing community service channels
concerning appropriate provision for access to the community services channel or
channels for educational agencies using such channels and shall implement by
segment, or collectively, a program for the use of such community service channel
or channels for educational purposes. Each of the agencies named in the preceding
sentence shall report to the Legislature on or before June 15, 1981, concerning the
extent to which there has been use of television, including satellite interconnection,
to fulfill the mission of each agency and actual use of community service channel
.and other cable and broadcast facilities. Such report shall also indicate the prospect
for additional uses of such interconnected facilities and shall make recommendations
for such legislation as may be needed to assure appropriate use of such channels,

i » (j) For purposes of this section, the following definitions shall apply:

(1) “Cable, television system” means a community antenna television system
lerving a franchise area or two or more contiguous franchise areas.

(2) "Class of service” means a category as described in subdivision (a), or in

, paragraphs (1) or (2) of subdivision (b).
" “ (3) “Consumer Price Index” means the consumer price index published at the
®d of the month following the rate adjustment by the United States Bureau of
mLibor Statistics for the area in which the cable television system is located or the
*“west area for which such index is published.

' (1) “Satellite earth receiving station” means 3ny structure or device utilized to
receive signals from a satellite.

: (5) “Subscriber penetration ratio” means the number of subscribing residences
prided by the total number of residences having cable available.

t @ In addition to any other penalty provisions in the franchise or license, if a
ebaachisee or licensee files a declaration pursuant to subdivision (a) or (b) the
- ~"chisor or licensor may unilaterally amend the franchise or license to provide

“-t if a subscriber files in writing with the franchisor a complaint for a service
I'Cblcm which is preventable and reasonably within the franchisee's or licensee’s
~ntrol, and if such franchisee or licensee fails within a reasonable period following
stcctpt of written notice by the franchisor to remedy the problem, the franchisor
; levy a penalty of up to five hundred dollars (S500) for any occurrence or series
| rdated occurrences, unless the franchisee or licensee has fewer than 5,000
AAribers, in which case the penalty shall not exceed two hundred dollars (S200).
, -hs franchisee or licensee objects to the penalty in writing to the franchisor, the
IrfAhisce or licensee and franchisor shall conduct arbitration in accordance with
“T* rules of the American Arbitration Association. The decision of the arbitrator
~ be final.

amendment to the franchise or license shall provide that the franchisee or

{ shall provide written notice to each subscriber at intervals of not more than
j ar» the sanctions provided in this section, and of the procedure for
| and resolving subscriber complaints, including the subscriber’s right to
I la 'n writing to the franchisor of the franchisee's failure to resolve a service
-Plaini which is preventable and reasonably within the franchisee's or licensee's
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control. The proper address of the franchisor or licensor to which complaints m*y
L>e directed shall be included in such notice. . -

SEC. 2. If any provision of this act or the application thereof to any person or
circumstances Is held invalid, such invalidity shall not affect other provisions q:
applications of the act which can be given effect without the invalid provision or
application, and to this end the provisions of this act are severable.

HISTORY: /-B. 699, approved September 27. 1979, filed September 28, 1979.
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COMMUNICATIONS
COMPANIES

February 28, 1980

The Honorable W_.E. Bradley

Chainnan, Senate Committee on Commerce
The Legislature of the State of Alaska
Pouch V

Juneau, Alaska 98111

Dear Senator Bradley:

1 am vice president and one of the principal stockholders of
Frontier ColorCable, 1Inc., which operates a cable television
system in Fairbanks, Frontier began construction 1in June 1979
and now has approximately 3,200 customers. We expect to
complete the 1980 phase of construction by October and to have
5,000 customers by the end of 1980. Frontier received 1its
certificate from the Commission late last year after lengthy
hearings, and competition from four other applicants. During
and since the hearings, |1 have had extensive contact with the
Commission and its staff and therefore believe that I am qualified
to comment on the recommendations contained 1in the legislative
audit of the Commission.

I am also the vice president and a major shareholder of Radio
Communications Engineering, Inc., which has reached an agreement
with Communications Engineering, 1Inc., to purchase all of 1its
assets. Communications Engineering, Inc., 1is a public utility
which offers radio-telephone and paging service in the Mat Valley-
Anchorage-Kenai area.

I have more than ten years of experience in the cable television and
telecommunications business. My comments, based on that experience
and my contact with the APUC are:

Recommendation No. 1 - Combine the APUC with the Transportation
Commission and the Pipeline Commission.

I feel that there are no "economies of scale"™ and the expertise
required of the staff and commissioners is substantially different
for each of the three commissions. It has been recommended that
fewer commissioners preside at hearings. The effect of this

2000 -116th AVENUE N E « BELLEVUE, WA 98004 « (206) 453-1115
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Chairman, Senate Committee on Commerce
February 28, 1980

situation seems detrimental for two reasons: While 1 can only
speak of matters pertaining to the APUC, the commissioners are
much overworked as it is, making attending additional hearings

an impossibiliy; and fewer commissioners at each hearing would
greatly reduce the scope and depth of expertise at each hearing.
As it is at present, each commissioner, while being well rounded,
is a specialist in one aspect of the jurisdiction.

I do not believe, as suggested by the review, that one staff is
capable of staying abreast of all of the issues of several industries

which differ greatly. I think a survey would indicate that most
individuals have enough trouble keeping up with changing regulations
and complexities of one industry let alone three. Please note that

it was the Commissioners 1in "one commission”™ states that responded
that Commissioners could develop enough expertise to serve all

three functions. It would be interesting to hear how the regulated
utilities in those states would have responded to the same question.

Recommendation No. 2 - Stop all regulation of cable television.

Certification of Cable Television Companies in Alaska 1is a necessary

and important function of the APUC. In the lower 48 and Hawaii,
franchising or certification is under the jurisdiction of state,
city or county 1in 99.9% of all cases. This aspect of regulation Iis

vital to consumers and cable companies alike.

If the APUC were removed from the jurisdiction of cable television
companies, the consumer would have no recourse if dissatisfied

with its service. At present if a company ceases to be fit, willing
and able to provide quality service, the APUC has the power to rep-—
rimand and if necessary, to remove the Certificate of Public
Convenience and Necessity from the existing operator and grant it to
an operator who is fit, willing and able to provide quality service.
The overview of the APUC covers many areas inching consumer protec—
tion, reliablity of service, quality and diversification of program—
ming and consumer complaints.

APUC jurisdiction of certification also provides an important service
to cable operators. Without APUC involvement, there would be no
protection from exorbitant pole attachment rates. If these rates

are arbitrarily raised to unreasonable levels, the cable operator

has no choice but to pass on the costs to the subscriber in the

form of rate increases. Arbitrary pole attachment rate increases

are not an unfounded fear since it has been a severe problem inmany
communities in the lower 48. In addition, the APUC provides

protection against duplication of services of high fixed-cost
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utilities, which would result in artificially high prices for the
consumer.

It is important that the certification of cable utilities remain
under the jurisdiction of qualified and impartial professionals.
If the APUC is deprived of it"s regulatory power, cities and
boroughs will regulate unless specifically prohibited from doing
SO. Therefore, 1if it is determined that deregulation 1is good,
alternative regulation by others must be precluded by legislation.

Rate regulation of cable television utilities by the APUC is not
necessary and in some cases detrimental to subscribers. Effective in
1976 the FCC removed the obligation of state and local franchising
authorities to regulate rates for basic cable service. Furthermore,
it actually prohibited rate regulation of "pay television” i.e.,
services such as HBO, Showtime, Star Channel, etc. Even though 1
believe rate control is advisable in some small communities where
there are not alternate entertainment sources and there is a captive
ujdience; the subscriber in larger communities has may forms of
entertainment available such as free network and public television,
movie theatres and radio, which compete with cable television, in
communities which fit the latter description, the free market
influences rates and forces the operator to provide quality service
at a reasonable price.

Deregulation of rates would encourage and facilitate the introduction

of new services and development of cable television in Alaska. The high
cost of rate studies and paperwork involved in changes of any kind

place a burden on the cable operators and the resources of the APUC.

The marketplace can and will regulate rates effectively in those

markets which have a variety of entertainment sources. Deregulation

of the larger cities can only speed the advancement of cable innovation
in Alaska.

Recommendation No. 7 - Upgrade salary levels for staff.

I strongly support a well educated, motivated and adequately compensated
professional support staff. The APUC should have the resources to pay
whatever salaries are necessary to attract and retain such a staff.
In addition, it has been my observation that the APUC does not have
sufficient staff to process its present workload on a timely basis.
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Recommendation No. 9 - APUC should develop an index and cross-
reference to its orders and decisions.

The 1introduction of a professionally designed and implemented

index and cross-reference system would greatly benefit both the
APUC and the utilities. At present it is very time consuming

and expensive to track down relevant court decisions and precedents

set by Commission decisions.

I would like to thank the Committee on Commerce for giving me this
opportunity to voice my opinions. I would be happy to come to
Juneau to give additional testimony or answer questions on this
written testimony, if the committee so wishes.

John E. McCaw, Jr.
Vice President

JEM/wlb



Senator Brad Bradley

Chairman Senate Commerce Committee
Pouch 5, P.0. Box 3100

Juneau, Alaska 99811

Dear Senator Bradley: March 05, 1980

This is written with regard to the proposed hearing to be held
on March 11, 1980 for the purpose of reviewing the activities of the
Alaska Public Utilities Commission. On December 17, 1979 | made a
statement on behalf of Alascom, Inc. before a Performance Review
Hearing co-chaired by Senator Sturgulewski and Representative Fred
Brown.

Rather than burden the Senate Commerce Committee with further
duplicative testimony, there is attached a copy of the outline used
in the presentation of the Company"s testimony at that earlier hearing
as well as a letter containing further clarification in response to
specific questions of the Committee members. This material 1is being
provided to each of the members of the Senate Commerce Committee as
well as to Mr. Jon Mathison.

If you or any members of the Committee have any questions regarding
this material please feel free to contact me.

Very truly yours,

ALASCOM, INC.

cc: Senate Commerce Committee Members: W. Bradley
A. Sturgulewski
T. Kelly
F. Ferguson
T. Stimson

Mr. Jon Mathison
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The House Commerce Committee
Box 1370
Fairbanks, Alaska 99707

Attention: Mr. Allen Blume
Dear Mr. Blume December 21, 1979

In accordance with the expressed wishes of the Co-Chairpersons at the
Performance Review of the Alaska Public Utilities Commission Hearing
held on December 17,- 1979, there 1is attached a copy of the outline
which I utilized in presenting my testimony to the Commerce Committee.
I would be most grateful if you would see that all members of both the
Senate and the House Committees were provided with a copy of this
material.

In addition to the points set out in the outline of my presentation,
there were certain additional points made during subsequent questioning

which 1 believe might provide clarification on certain portions of my
testimony. They are:
1. In response to an inquiry of Senator Sturgulewski,

I indicated it was my belief that the distinction
made between economic regulation and regulation
for the purpose of certification might be an improper
distinction. It was suggested that perhaps the
regulation associated with certification should be
ongoing in the area of quality of service provided
by the certificated utility. This would result in
economic regulation looking only at the level of
rates and rate design. It would appear that such
clarification could be provided through concise
definitions 1in any legislation which might result
from the performance review.



The House Commerce Committee December 21, 1979

2.

In response to Representative Brown X questions con—
cerning the use of hearing officers, it was suggested
that hearing officers could be reasonably expected to
utilize their expertise .in the regulation of divergent
utilities. The basic underlying principles of utility
regulation should be readily applicable by a hearina
officer for regulation not only of telecommunications
but also electric, pipeline, transportation utilities,
etc. I was in agreement with the Chairman of the
committee that in certain highly technical areas a
specific hearing officer might be required to preside
because of his expertise in the area of telecommunica—
tion separations, peak load pricing for electric
utilities, etc. Additionally, it is possible that
staff support for one area of regulation could provide
needed assistance in another area of regulation.

I wish to express my gratitude to the Chairpersons and each of the
of the committee for allowing me the opportunity to testify before
and for their sincere expression of interest and concern in this area.

Very truly yours,

ALASCOM,

hn E.

JNC.

McGill, Director

Regulatory Affairs

JEM:bl

Attachment: Testimony Outline

members
them



TESTIMONY OF ALASCOM, [INC. REGARDING THE PERFORMANCE REVIEW

OF THE PUBLIC UTILITIES COMMISSION. DECEMBER 17, 1979

Alascom is a regulated utility providing long lines commu-<

nications within the state and between Alaska and other poin*e

in the world.

A. Regulation of utilities is designed to protect the public
interest; an elusive and sometimes difficult goal which
by its very nature must consider conflicting claims.

E. Alascom has willingly submitted to regulation and recog—
nizes the need for such submission.

C. Alascom supports continued regulation by the APUC in

\'
those activities subject to its jurisdiction.

Alascom shares the concerns of the APUC regarding the merger

of the three regulatory bodies with one Commission.

A. Unclear that work load can be accommodated with one
Commission.

B. Other states, having one Commission, are functioning 1in a
mature circumstance while Alaska continues to be 1in its
adolescence from a utility development point of view.

C. We do not oppose the consolidation of three Commissions
into one, provided that i1t results in more efficient

and effective regulation.

Alascom does not oppose the recommendations of the report to
de-regulate CATV; refuse collection; telephone and electric

cooperatives or small utilities with less than $100 K gross



revenes. There are, however, a few considerations we wou

offer:

A. Some regulation should be retained concerning pole
attachment agreeme. Is between CATV operators and other
utilities.

B. As a partner with telephone cooperatives and small tele—
phone companies in the provision of communications, it
is important for Alascom to be able to approach the
Commission with matters disputed between Alascom and the
operating telephone company. Such matters could include:
1. Level and quality of service.

2. Settlements between the companies.

3. Charges for through private line services.

The removal of such companies from economic regulation
appears to indicate that they would be relieved of regu-
iation as to rates, rate design and quality of service.

C. Although the de-regulated telecommunications company may
be small or controlled by its own members, it can have a
substantial impact on state-wide service if the quality

and Jevel of service iIs substandard.

Alascom supports the need to clarify the statute and adminis-

trative code presently used by the APUC.

A.  Although we recognize the validity of the particular
recommendation in the legislative audit, we believe
there are other areas requiring review.

B. We recommend that the Commission, through its staff,
conduct a thorough review of AS 42.05 and 3AAC48 to

further the benefits of this recommendation. We would



hope that members of the regulated industries would
have an opportunity to participate in this review and
recommend up front various amendments. An Industry

Task Force with the APUC staff would be effective.

\

Alascom supports the recommendation that professional

salaries be reviewed to determine whether they are adequate

to attract and retain professional staff.

A.  We would urge a comparable review of Commissioner®s
salary levels.

1. Alascom as a responsible public utility, constantly
reviews its salary grades for various professional
and/or exempt employees 1in order to assure itself
that i1t offers compensation competitive in the labor
market. These reviews lead us to believe that the
Commissioner®s salaries, in the present labor market
may not be competitive enough both to attract and
retain qualified personnel.

Alascom does not believe it is proper for it to comment on
the internal administration of the APUC. However, we do
believe it is necessary to clearly delineate the statutory
role of the Commission staff. On page 24 of the Audit Report
there is mention of ex parte communications between the staff
and the Commission when the staff assumes the role of a

party to Commission proceedings.

A. When the staff is indeed a party to a proceeding (e.g- a

rate case) the Commission does not have available to it
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the necessary support and assistance the Commission
would normally expect from its staff.

b. Solution
Alascom would support limiting the role of the staff to one
of support for the Commission without designation as a
party to proceedings. The staff would prepare material for
the Commission to be used in conducting proceedings.
The Commission would be expected, through this collective
expertise to represent the public interest. Alascom

would favor this solution.

Alascom offers no opinion as to implementation of a time

management system or collocation codes.

General Observations

A. The Performance Review does not comment on the level of
staffing at the APUC. It is Alascom®™s opinion that the
Commission is understaffed and unable to deal with the many
guestions brought before it in a timely manner. Nor does
the Commission staff possess expertise in all aree , ade—
guate to evalute major policy questions in all of their
facets. Too often telecommunications policy is formulated
by default rather than by design. The public interest
is not best served by this circumstance.

B. Alascom believes that it is necessary to limit regulatory
lag statutorily. Such a limitation would be beneficial
not only to the utility but also the ratepayer. Addi —
tionally, Alascom would suggest that consideration be given
to utilization of hearing officers under the guidance of

the Administrative Procedures Act.



APUC SUNSET REVIEW

CERTIFICATION:

Before a utility may operate 1in the State of Alaska

application for a Certificate of Public Connvenience and. Necessity
must be made to the APUC as prescribed in AS"42,05.221 -"281.
The Commission reviews the application and may reject, modify,
or award a Certificate to the applicant. The Certificate may
be as broad or as specific as the Commission chooses to 1issue
and this 1is stated on the face pf the Certificate.

AS 42.05 is quite specific as to the types of endeavors
that are classified as utilities. Although, CATV is not mentioned
in the statute the definition of telecommunications (AS 42.05.701
(2A and 8) states; "the transmission and reception of messages,
impressions, pictures and signals by means of electricity._" This
clearly indicates that CATV meets the criteria of an utility and
is subject to the provisions of AS 42.05.221 (Certification) to
protect the public interest.

Therefore, the APUC may judge the qualifications of an

operator on criteria established by the Commission. Due to the
fact that the language used on the Tface of the Certificate,

is prescribed by the Commission, an operator 1is subject to that
criteria. Since no utility may operate without a Certificate

the APUC has wultimate control as to the qualifications of an
operator.

In other language contained in AS 42.05.221 - 281 no
Certificate may be transferred without making application to
the Commission. Once again, the APUC has complete control over

new r existing services.

Since such a structure 1is 1in place to protect the public
interest it does not make sense to remove the Certification of
CATV from the APUC who 1is best equipted to handle it.

RATE REGULATION:

It is interesting to note that the language contained 1in
AS 42.05 (Ch 113 SLA 1970) is permissive vs. mandatory vregarding
the regulation of utilities. The rate regulation and proceedings
have evolved through regulations adopted and decrees of the

Commission. Since the rate proceedings have become more complicated,
during this evolution, they have also become longer and more
costly. After the passage of ten (10) years, since the enabling

legislation (SCSCS HB 202 am (S); CSHB 202 am, passed the House
30-7-3, April 9, 1969; SCSCSHB 202 am (S), passed the Senate 16-4,
April 22, 1970; the House <concurred 1in the Senate amendment) it

is appropriate that the Legislative Audit and the Legislature®s
Sunset Review of the APUC 1is under consideration.

Rate deregulation of the Cable TV industry 1is an 1interesting
concept due to the fact that an operators revenues are divided



between regulated rates and non-regulated rates and that may vary
from a 20% - 80% split to a 50% - 50% split. Thus, two systems
with gross receipts annually of $1,nr.T,000 may be broken down

as follows:

System J

Gross Receipts $1 ,000 ,000
80% non-regulated $ ,
20% regulated $§66,886
System K

Gross Receipts $1 ,000,000
50% non-regulated $500,000
50% regulated $500,000

This indicates a disparity of $300,000 of revenue on regulated
rates when the actual vreason for the difference 1is purely economics
based on agressive marketing and the variety in programing offered
to the public and to the public®s taste in viewing matter.

Another factor of economics that applies, is that the cost

of a rate proceeding 1is passed through to the consumer. This 1is

by decree of the APUC. An example would be that the operator of
system "K" feels that due to economic conditions (i.e. renegotiated
labor contracts, increase 1in energy costs, inflation, etc.) a rate
increase of $1.00 per month per subscriber 1in 1in order. He makes
application to the Commission for this increase and the proceedings
goes forth. With the time 1involved and the special consultants,

auditors and legal <counsel the pass through, varies but, could make
the 1increase granted $1.50 per month or a 50% increase over the
original request and/or higher. This 50% 1is not reflective of
expanded or 1improved service but just the cost of the rate
proceeding that the consumer must pay.

Rate deregulation wou” save the consumer the cost of the
proceeding and would let the economic conditions and consumer

demand establish the rate charged for service provided. In

most cases this would mean no 1increase or an increase that would
be less than in the regulated circumstance. Under the regulated
rate structure there is not a difference 1in proceedings according
to the size of the operator®s system. Thus, the system 1in a
small community 1is subject to the same proceeding as a systenm

in a large metropolitan area. And the small system may be less

able to afford the cost as would the larger operator.
CONCLUSIONS:

It could be concluded that the public 1interest 1is best
served by the APUC retaining the function of Certification and
evaluating the operators and systems qualifications and rate
deregulation to eliminate the disparity of controlled vs.
noncontrolled revenues and the added expense to the consumer of
the rate proceeding. It should be noted that the controlled
and nonco:n>trvoT led rates are first subject to the approval of the



FCC and this circumstance exisits because of an order by the
FCC.

Applying this set of criteria to the Cable TV 1industry
would allow the APUC full <control over the operation of a
system, through 1its authority under AS 42.05, and allow the
market place, through economic conditions, to establish the rate.

Provision should be made that after a period of time (3 to 5 years)

the Legislature (perhaps through Legislative Audit) have an
overview of the Commission and the industry to evaluate the
workings of these circumstances and offer a further check and
balance.

Another benefit would be the cost saving to the Commission.

Those public funds (now used for rate regulation) <cculd be applied

to other functions, that APUC 1is charged with, and staff time
would be available for other purposes.

In conclusion it is noted that AS 42.05 1is specific 1in
definition and procedure for Certification of a cable systen
where as the rate regulation provisions are not as specific
and the public would be best served by rate deregulation of
Cable TV by the Legislature.

APUC: Alaska Public Utilities Commission
Commission: APUC

CATV: Community Antenna Television

FCC: Federal Communications Commission

Ha



JAY & HAMMOND, Governor

\ZS
1100 MacKay Building

ALASKA PUBLIC UTILITIES COMMISSION 538 Denali Street

Anchorage, Alaska 99501
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
Phone (907) 2758222

March 24, 1980

Senator W. E. "Brad" Bradley
Chairman, Senate Commerce Committee
Pouch V

Juneau, Alaska 99811

Dear Senator Bradley:

As a follow-up to the Sunset Review of the Alaska Public
Utilities Commission | am enclosing supporting documentation
for additional Commission staff in order to carry out our
existing responsibilities in a timely manner.

As the audit verified, the present level of staffing 1is
inadequate to meet the responsibilities mandated to the
Commission under AS 42.05. Testimony from utilities and
ARECA during the public hearings of both the Senate and
House Commerce Committees support this fact.

To summarize the contents of the enclosed package, 15 addi—
tional personnel would be needed if the APUC is to continue
its ongoing responsibilities in a more responsive and effi—
cient manner, 1i.e., the way "we would like to do the state®s
business™. These personnel would be assigned to the follow-
ing sections:

Engineering - (4)

Engineer 1l - cable television
Engineer 1l - energy

Engineer 1 - energy

Engineer 1 - telecommunications

Utility Financial Analysts - (3)
UFA 111
UFA 1
UFA 1



Tariff Analyst - (1)
TA 11l - (new classification)

Communications Carrier Section - (3)
Economist 11
Research Analyst 11
Clerk Typist 111

Administrative Support for above personnel - (4)
Word Processing Supervisor
Word Processing Operator
Clerk Typist 111
Clerk Typist 1

The approximate salaries of these individuals is $603,000.
Our current budget which is before the Finance Committees 1is
approximately $1.6 million. This does not include an in—
crease to raise the professional staff salaries to a compar—
able level; if that occurs, and the Commission is optimistic
that it will, an additional $60,000 would be added to our
current budget.

In order to give your committee an idea of the impact of the
deregulation recommendations, the Commission provides the
following observations: (all elimination of positions refer
to the 15 additional positions and not existing positions)

Sunset Recommendation 2 - total deregulation of cable-
television utilities: - eliminate one engineering position.
Sunset Recommendation 3 - total deregulation of garbage and

refuse utilities: eliminate one financial aralyst.

Sunset Recommendation 4 - deregulation of telephone and
electric cooperatives: if the 12 electric cooperatives and 7
telephone cooperatives elected deregulation by September 1,
1980, eliminate 1 financial analyst and 1 Engineer 11.

Sunset Recommendation 5 - economic deregulation of all small
utilities grossing less than $100,000: This would not mater —
ially affect personnel requirements.

Whether or not which, 1if any, adminstrative support posi—
tions could be eliminated would depend on the implementation
of Sunset Recommendations t2 - #5.



In summary, 4 of the 15 additional professional personnel
would not be required if the legislature deregulated cable-
television, and garbage, and if all REA co-ops elected
deregulation by September 1, 1980.

Sincerely,

Carolyn S. Guess
Commissioner

Enclosure
CSG/rt
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ATASKA PUBLIC UTILITIES COf-WISSICN

ALLOCATION OF GCWERNORS BUDGET
FY 81
(In Thousands)

Ccnimmications Consunox
Camissioners Adninistration Engineering Carriers Finance Tariff Protection Total
100 Persorial Services $352.9 $232.7 $300.3 $46.6 $255.5 $76.7 $122.1 $1,386.
200 Travel 15.0 2.8 16.3 6.4 16.1 1.5 58.
300 Contractual Services 49.2 112.9 7.8 3.3 9.9 4.5 17.1 204.
400 Caimodities 2.5 3.7 1.7 1.0 1.7 1.0 3.0 14.
500- Equiunent 5.4 1.0 1.6 2.0 10.

Total $419.6 $357.5 $327.1 $57.3 $284.8 $82.2 $145.7 $1,674.



ALASKA PUBLIC UTILITIES COMMISSION

STAFF ORGANIZATION CHART

eNew position
+Uow classification roquostcil



SUPPORT ORGANIZATION CHART

*New position requested
+Permanent 1/2 time position



100
200
300
400

500

D

@

®
O

Personal Services
Travel

Contractual Services
Commodities
Equipment

Total

Word Processing Supervisor
Word Processing Operator
Clerk Typist 111

Clerk 1

Maintenance of Equipnent
Training Fees

Office Supplies

Office Equipnent

EXECUTIVE DIRECTOR
ADMINISTRATION
FY 81 BUDGET
(In Thousands)

Allocated

FYy 81
Budget
$232.7
2.8
112.9
3.7

5.4

$357.5

$25,373
19,883
18,243
15,944
$79,443

$ 1,000
500

$ 1,500

$ 2,000

Comparable
Salary
Increment

$

@

@
®
@

Adequate
Staff
Increment

$79.4

1.5
1.5
2.0

$84.4

Adjusted
FY 81
Budget

$312.1
2.8
114.4
5.2
7.4

$441.9



Engineering Section

Organization Chart
Principal Programs

e Adjusted FY 81 Budget



*tlew |>osition requested
**Ncw position requested in Governor"s FYB1 Budget Request



Principal Programs i1in Engineering

Rate Base

1. Audit Continuing Property Records and determine whether
plant is used and useful.

This 7~ _.volves auditing on a sampling basis and requires the
use of layout drawings and staking sheets to determine the
actual location of the equipment. Physical testing of tele—
phone equipment (amplifiers, etc.) may be required to assure
that particular equipnent is actually in use.

2. Determine if rate base is reasonable or unduly inflated
due to poor decisions.

Work done on occasional basis at the Commission has revealed
that some utilities do not have sufficient control over the
rate base. Examples include: 1) Plans based on outdated
forecasts done in the lower 48 which also ignored higher
Alaskan labor rates have resulted in uneconomical additions
to plant and 2) projects placed in limbo before they
materialize accumulate excessive engineering labor hours
before they became active.

3. Audit of Work Orders and associated accounting.

This 1is necessary to establish the reasonableness of material,
engineering, labor, supply and overhead charges to determine
the proper allocation between capital and expense costs, and
to insure prompt capitalization and retirement of property.

4. Review depreciation rates and studies.

In many locations of Alaska, depreciation rates may differ
from industry norm due to the unique conditions encountered.

Rate Design/Tariffs
1. Review allocation studies.

This involves detailed studies of equipment and of the effort
involved to put:, it into service which will determine a fair

and reasonable allocation of charges to the various types of
services offered by utilities. In telecommunications utilities
tend to assign excessive costs to noncompetitive services.

2. Review reasonableness of material, engineering and labor
rates used to develop individual tariffs. Work 1is similar
to that described in 1 above and may include the witnessing
of actual installations.



3. Approve portions of tariff text that is related to
equipment and engineering.

Quality of Service
1. Develop and update service standards.

To date, only telecommunications service standards have been
promulgated (3 AAC 52.200-3 AAC 52.340). Standards should
be developed for electric, water/sewer, and other utilities.
Once developed, standards must be updated to keep current
with changing conditions.

2. Field Testing

Only actual on site testing can determine the quality of
service proviaed. It is planned to have an Engineer |1 "
the road” about 40% of the time who will use specialized
test equipment and will audit outage logs to determine the
level of service provided by utilities. The engineer will
also analyze service problems and determine whether they are
caused by faulty or insufficient equipment or poor management
control. Emphasis will be placed in telecommunications which
is particularly sensitive to service problems where localized
minor problems often affect the entire network. For example,
poor operator answer time, aside from irritating customers,
causes needless use of long distance circuits for the sole
purpose of ringing the operator. This in turn distorts usage
data and leads to major expenditures for unnecessary equipment
additions. Another example 1is the underprovision of low cost
terminal equipment which causes backups in the satellite net—
work.

on

» , B~ .

3. Review of service reliability and contingency plans.
Age and reliability of primary and backup equipment will be

considered to determine their adequacy. It is planned to
study the economic feasibility of providing equipment
diversity. Commission involvement seems also necessary to

encourage utilities to develop and maintain contingency plans
for emergency situations.

4. Review adequacy of system design.

On site review of existilg and planned additions to facilities
frequently reveal bottlenecks and weak spots which require
urgent correction. Res®"le on site review, it is planned to
maintain usage trend data of principal equipment and facilities
to pinpoint potential deficiencies.



5, Test accuracy of long distance billing.

Long distance billing 1is performed by equipment that is integral
with central office switching machines. For this reason, the
testing of the accuracy of this billing lies with the APUC
rather than the Weights & Measures Section.

6. Investigation of Quality of Service Complaints.

This work consists in conducting special investigations related
to specific customer complaints.

Management Review
1. Evaluation of Utility Construction Programs.

Construction programs will be reviewed to determine whether
they are adequate to meet current and future service needs.
Work will consist in ferreting out weak points and in
determining whether plans are compatible between utilities.
Included will be discussion with utilities whether corrective
action 1is practical and a review regarding practical imple—
mentations of new or alternate technologies (e.g, energy

sources). It is expected that economic studies will be
made or reviewed where alternate courses of actions are
possible. It is believed that Commission review of construc—

tion programs is especially necessary when such programs are
dictated by parent companies 1in the lower 43 without much
regard or appreciation of Alaskan needs.

2. Productivity Studies.

Labor costs and productivity will be examined for reasona-—
bleness. This will include a comparison of productivity
rates between companies and include a careful review of
cases where productivity rates in Alaska deviate from those
in the lower 48.

3. Maintenance Programs.

Utility maintenance programs will be evaluated through
examination of records and routine maintenance procedures.

4. Investigation of Management Trcublespots.

Programming is now underway to establish computer auditing
of utility annual reports. It is planned to have computerized
ratio and trend analysis pinpoint possible management trouble
spots which subsequently will be investigated (e.g., strong
deviations from the mean of General & Administrative expenses
per customer; excessive uncollectibles per customer, etc.).



Certification/Transfers:

Applications for, or transfers of a certificate of public
convenience and necessity require an investigation in the
applicant®s fitness, willingness and ability to operate the
contemplated utility service. Engineering applies this
criterion to the review of the applicant®s plans, of his
management, engineering and operational strengths, and
coordinates with the finance section in determining financial
fitness.

Special Projects

These will primarily consist in the establishment of new
methods and procedures for the engineering section.



100
200
300
400

500
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ENGINEERING,

Personal Services
Travel

Contractual Serv® >s
Commodities
Equipnent

Total

Engineer Il - CATV

Engineer 1l - Energy
Engineer 1 - Energy
Engineer I - Telccm

Staff Audits

NARDC School

NARUC Meetings

industry Schools
Compliance Investigation

Postage and Telephone
Office Space

Maintenance of Equipnent
Training Fees

Office Supplies

Office Equipnent

FY 81 BUDGET
(In Thousands)

Allocated

FY 81
Budget

$300.3
16.3
7.8
1.7
1.0

$327.1

$ 38,592
38,592
31.258
31.258

$139,700

$ 2,500
1,200
1,400
1,200
2,000

$ 8,300

$ 2,400
16,500
1,000
900

$ 20,800

$ 200

$ 3,800

Comparable

Salary
Increment

$16.2

$16.2

ENVIRONMENTAL PROTECTION
AND PLANNING SECTION

®
@
©)
(O
®

Adequate

Staff
Increment

$139.7
8.3

20.8

3.8

$172.8

Adjusted
FY 81
Budget
$456.2
24.6
28.6
1.9
4.8

$516.1
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100
200
300
400

500

@

@

©)
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Personal Services
Travel

Contractual Services
Coimodities

Equipnent

Total

Utility Economist

Research Analyst 11
Clerk Typist m

Administrative
NARUC School
NARUC Meetings

Printing
Orfice Space

Office Supplies

Office Equipnent

COMMUNICATIONS CARRIERS SECTION
FY 81 BUDGET
(In Thousands)

Allocated
Fy 81
Budget
$ 46.6
6.4
3.3

1.0

$ 57.3

$38,592
29,164
18,243
$85,999

$ 900
1,200
1,400

$ 3,500

$ 1,000
7,800
$ 8,800

$ 400

$ 2,100

Comparable
Salary
Incranent

$ 3.3

$ 3.3

@
@
®
@
©)

7v3equate
Staff
Increment

$ 86.0
3.5
8.8

4
2.1

$100.8

Adjusted
FY 81
Budget
$135.9
9,9
12.1
1.4

2.1

$161.4



*New position requested.



PRINCIPAL PROGRAMS IN COMMUNICATION CARRIERS

COMMUNICATIONS ACT REWRITE

Congress and the Administration are currently
considering amending the Communications Act of 1934, the
legislation that created the Federal Communications Com—
mission. Four bills have been introduced, two in the Senate
and two in the House, and the Administration is aggressively
promoting its own proposal through the National Telecommunica—
tions and Information Agency.

Some of the proposals would drastically alter the
arrangements under which telephone companies are interconnected
Specifically at issue is the division of toll revenue between
long distance companies and local companies. One proposal is
that the present system of toll settlements be replaced by a
system of "access charges".

Just as the viability of telephone service in Alaska
is sensitive to specific toll settlement arrangements, it
would be similarly sensitive to specific access charge or other
arrangements. It is essential that the APUC monitor rewrite

progress and provide input as appropriate.

TOLI, RATE DESIGN
Ir. considering Alascom®™s request for a permanent
general rate increase (Docket U-78-4) the APUC has elected to

separate the issue of toll rate design and Tfirst consider the



guestion of an "across the board"” rate increase. The first
phase of the proceeding is expe® ed to reach a conclusion 1in
the near future and the Commission will soon begin consideration
of rate design.

Rate design 1is the process whereby, having
determined the utility"s ~verall revenue requirement, the Com—
mission determines specific rates for specific services. Toll
rate design answers such questions as whether a call from
Anchorage to lliamna should cost more than a call from Anchorage
to Juneau, considering that the distance is smaller but the cost
of completing the call may be greater.

Toll rate design is a very complex matter and will
require a great deal of attention by the Section as well as the

services of one or more consultants.

RURAL TELEPHONE DEVELOPMENT

Although telephone service is generally available
to all Alaskans, many villages are served by only a single
telephone. In the past few years, few companies have applied
to the APUC for certification to provide local exchange service
in villages, and a small number of villages are presently receiving
such service.

Local exchange operation in a village 1is, unfortunately,
an economically marginal operation. The viability of a local
exchange company 1is very sensitive to the toll settlements arrange—

ments (or access charge arrangements that may be instituted by a



Communications Act rewrite) in effect. To insure continued
rural telephone development, it is essential that the
Commission, through this Section, monitor the progress of
rural telephone developments and the economic health of the

small local exchange companies.

STATE NETWORK DEVELOPMENT

As the State"s telecommunications needs grow, SO
its telecommunications network must grow to meet those
needs. The network must provide a sufficient number of
circuits of adequate quality, and in addition, the circuits
must be reliable.

The network will meet needs only if it is developed
in accordance with good engineering practice. To injure proper
network development, the Section must, with the support of the

Engineering Section, monitor the process.
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ALASKA PUBLIC UTILITIES COMMISSION

FINANCE ORGANIZATION DIART

in Govornor®s FY81 Budget Request.



PRINCIPAL PROGRAMS IN FINANCE

Interim Rate Requests

1-

2.

10.

Review filing for compliance with 3 AAC 48.275.

Review comparative balance sheets and income statements,
tracing amounts shown to annual report filings.

Review filing for mathematical accuracy and consistency
of figures used in all schedules.

Review previous rate request filing granted by the
Commission for the same utility and review available
history of the utility.

Review utility surcharge history, 1if any, and effect of
its incorporation in present filing.

Note any discrepancies found in performing steps 1
through 4 and investigate to the extent possible without
on-site audit.

Review utility determined revenue requirement and
remove items traditionally disallowed by this Commission.

Compute revenue requirements; compute revenue deficiency;
and determine whether there is a prima facie showing by
the utility that its present rates are confiscatory.

Write tariff action memorandum on utility request,
explaining results of steps 1 through 8.

Write interim order expressing Commission action on
filing.

Permanent Rate Requests

1.

Follow steps 1 through 6 as shown under "Interim Rate
Requests".

Write tariff action memorandum on utility request,
explaining results of step 1.

Write order suspending permanent rates or expressing
other Commission action on filing.

Based on steps 1 through 3, determine scope of on-site
audit necessary.



Rate

Rate

1.

Perform on-site audit.

a. Follow-up on discrepancies found in step 1.
b. Follow-up on particular Commission concerns.
C. On a sample basis, verify balance sheet (except

plant), income statement and revenue requirement
figures shown in filing by tracing final figures
to source documents.

d. Verify that proforma adjustments are known and
measurable.

e. Verify compliance of accounting records with
Uniform System of Accounts prescribed for the
utility.

f. Note general condition and operating environment
of the utility.

g.- Investigate elements of revenue requirement traditionally
disallowed by the Commission. Revenue requirement
analysis includes operating expenses, taxes,
depreciation, rate base, cost of debt, and return
on equity or TIER. Rate base includes net plant
and a working capital, component.

Compute revenue requirement, revenue deficiency, and
percentage across-the-board increase required by the
utility, based upon the results of steps 1 through 5.

Write Staff pre-filed testimony, presenting Staff
position on the case and explaining the results of
steps 1 through 6.

Design

Review cost-of-service study prepared by utility in
support of its proposed rate design.

Audit, as necessary, to verify cost allocations.
Research, as necessary, to determine validity and
appropriateness of utility cost-of-service and rate
design methodology.

Perform cost-of-service study when necessary.

Write Staff pre-filed testimony, presenting Staff
position on the case and explaining the results of
steps 1 through 4.

Development - Telephone

Review rate development worksheets for conformance with

acceptable Commission methods; and analyze appropriate —
ness of any new method.



5. Perform on-site audit.

Follow-up on discrepancies found in step 1.

Follow-up on particular Commission concerns.

C. On a sample basis, verify balance sheet (except
plant), 1income statement and revenue requirement
figures shown in filing by tracing final figures
to source documents.

d. Verify that proforma adjustments are known and
measurable.

e. Verify compliance of accounting records with
Uniform System of Accounts prescribed for the
utility.

f. Note general condition and operating environment
of the utility.

g.- Investigate elements of revenue requirement traditionally

disallowed by the Commission. Revenue requirement

analysis includes operating expenses, taxes,
depreciation, rate base, cost of debt, and return
on equity or TIER. Rate base includes net plant
and a working capital component.

o o

6. Compute revenue requirement, revenue deficiency, and
percentage across-the-board increase required by the
utility, based upon the results of steps 1 through 5.

7. Write Staff pre-filed testimony, presenting Staff
position on the case and explaining the results of
steps 1 through 6.

Rate Design

1. Review cost-of-service study prepared by utility 1in
support of its proposed rate design.

2. Audit, as necessary, to verify cost allocations.

3. Research, as necessary, to determine validity and
appropriateness of utility cost-of-service and rate
design methodology.

4. Perform cost-of-service study when necessary.

5. Write Staff pre-filed testimony, presenting Staff
position on the case and explaining the results of
steps 1 through 4.

Rate Development - Telephone

1. Review rate development worksheets for conformance with

acceptable Commission methods; and analyze appropriate—
ness of any new method.



2. Review rate development factor methodology for conformance

with acceptable Commission methods; and analyze appropriate—

ness of any new method.

3. Trace components of rate development factor computations
to utility®s most current operating results; 1investigate
any discrepancies.

4. Review application of elements 1in steps 1 through 3 1in
deriving rates for service and equipment; reconcile
differences between Staff and utility rates derived.

5. Write tariff action memorandum or pre-filed testimony,
presenting Staff position on the case and explaining
the results of steps 1 through 4.

Certifications

1. Review applicants for financial fitness by reference to
source and cost of financing, equity structure, form of
organization, and Tfinancial history of prospective
owners.

2. Review pro forma rates for reasonableness based on
knowledge of utility type (and inherent costs) weighted
cosr of capital, and elements allowed by this Commission
in setting rates.

3. Write memorandum or pre-filed testimony, presenting
Staff position on financial fitness of applicant.

Certificate Transfers

1. Review applicants for financial fitness by reference to
form of organization and financial history of prospective
owners.

2. Write memorandum or pre-filed testimony presenting

Staff position on financial fitness of applicant.

Other

1. Perform financial and statistical analyses, accounting
and regulatory research, and investigations as necessary.

2. Review utility annual report filings for unusual items
and to determine the return on rate base earned from
operations.

3. Compile information from utility annual reports and
rate increases granted for incorporation into the APUC
annual report of operations.
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Personal Services
Travel
Contractual Services
Ccmnodities
Equipment

Total

UFA 111
UFA 1
UFA 1

Staff Audits

NARUC School

NARUC Meetings

Rate Design Education

Office Space
Training Fees

Books & Reasearch Material

Office Supplies

Office Equipment

FINANCE AND ACCOUNTING SECTION

FY 81 BUDGET
(In Thousands)

Allocated
FY 81
Budget

$255.5
16.1
9.9
1.7
1.6

$284.8

$41,462
27.159
27.159
$95,780

$ 8,200
3,900
700
1,200
$14,000

$13,000
500
$13,500

$ 1,000
200
$ 1,200

$ 2,800

Comparable

Salary

Increment

$29.2

$29.2

D
@
©)
@
®

Adequate
Staff

Increment

$ 95.8

14.0

13.5

1.2

2.8

$127.3

Adjusted
FY 81
Budget
$380.5
30.1
23.4
2.9

4.4

$441.3
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* New classification and reclassification of existing position requested.
e A* Now classification and new position requested.



PRINCIPAL PROGRAMS IN TARIFF SECTION

Tariff Filings
1. Preliminary review.

A. Type of filing.

B. Compliance with regulations and adequacy of
information.
C. Applicable time constraints.
2. Noticing procedures.
A. When to notice.
B. Where to notice.
C. Notice format.
3. Review of filings.
A. Service rate change request.
1. Interim.
2. Permanent.
B. Fuel cost rate adjustments.
C. Equipment offerings.
D. Textual changes. 7z
E. Billing procedure and deposit changes.
F. New total tariff filings.
G. Special charges.
H. Contracts.
l. Other.
4. Tariff action meeting.
A. Preparation of memos expressing Staff position.
B. distribution of memos.
C. Explanation of recommendations and filings 1in
tariff action meetings before the Commission.
5. Notification to utility of Commission decisions.

A. Letters.

B. Letter orders.

C. Orders.
Other
1. Perform statistical analyses and research as necessary
2. Compile information from utility tariffs for incor—

poration into the APUC annual report of operations
and for quarterly sample electric bill summaries.

3. Upon request, provide public information concerning
approved and pending tariffs.
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Personal Services
Travel

Contractual Services
Corrmodities
Equipnent

Total

utility Tariff Specialist
NARUC School

Office Space
Training Fees

Subscriptions
Books & Research Material

Office Equipnent

TARIFF SECTION
FY 81 BUDGET
(In Thousands)

Allocated
FY 81
Budget

$ 76.7

4.5

1.0

$ 82,2

$41,462
$ 1,300

$ 2,400
200
$ 2,600

$ 300
200
$ 500

$ 800

Comparable
Salary
Increment

$ 5.1

$ 5.1

D
@
®
@
®

Mequate
Staff

Increment

$41.5

1.3

2.6

.5

.8

$46.7

Mjustec
FY 81
Budget
$123.3
1.3

7.1

1.5

.8

$134.0
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*New position iIn FY8L Governor®s Budget Request.



PRINCIPAL PROGRAMS
FOR
CONSUMER PROTECTION SECTION

Informal Complaints

It is a primary function of this section to pro—
vide a forum for utility customers to air their grievances.
Also, it must resolve or attempt to resolve these complaints
informally rather than bringing matters formally before the
Commission unnecessarily.

Through the implementation of toll-free calling
and the strengthing of this section, customers of the regu—
lated utilities throughout the State will have increased
access to the Commission. While the number of complaints
received will increase, the overall length of time required
to respond and resolve customer complaints will be com—
pressed. Thus, those customers with complaints which require
timely action will be accommodated. Also, the development
of a broader information base regarding consumer issues will
occur from which the Commission may make decisions.

Under this program, the Commission will receive
complaints from a broader base of utility customers. As a
result, the insight which the Commission has into utility
customer problems will be expanded and its knowledge base

supplemented. From this additional information, the section
will be better able to define problems and devel 4 recommen—
dations to meet immediate and future needs. In other words,

Staff"s diagnostic and proscriptive capabilities will be
enhanced.

This program will take into account the increased
number of substantive informal complaints being received.
Many of the consumer issues which are evolving are not
necessarily resolved by either current or historic stan-—
dards. More time will be allocated to the investigative
process which will result in the proposal or negotiation of
equitable solutions based on current conditions.

Formal Proceedings

This section must from time to time recommend to
the Commission that formal action be instituted when warranted
by the circumstances. Under this program, additional time
will be allocated to prepare for participation in proceedings
which are instituted as a result of the section®s recommendation.
Also, time will be available for review of utility tariff
filings which seek to change or implement the rules and
regulations under which utility services are offered to the
public. Additional time will be used to meet with the
utilities and applicants to provide assistance in the evaluation
of their tariffs and to propose both formally and informally
those revisions or rules reflective of both utility and
customer requirements.



This section®s participation in the rule-making
process will increase. This activity will include research—
ing and drafting of proposed rules as well as the other
phases of their promulgation, 1including hearings.

Education and Information

Consumer reaction to the ever increasing financial
impact that utility services have on their daily lives has
created a need for a clearer understanding by the public of
utility operation and regulatory matters. By increasing its
informational programs and implementing educational pro—
jects, the public will be better able to wisely use those
services offered by the utilities.

The first year of the educational program will
consist primarily of identifying target areas and the means
by which they may effectively be approached.

Although the Commission has an on-going public
information program, 1its regularity must be reinstituted and
its substance revitalized. This will be accomplished at the
time the section is strengthened.



100
200
300
*100
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Personal Services
Travel

Contractual Services
Carmodities
Equipment

Total

Office Space

CONSUMER PROTECTION
AND INFORMATION SECTION
FY 81 BUCGET
(In Thousands)

Allocated Canparable Adequate
FY 81 Salary Staff
Budget Increment Increment
$122.1 $ 6.2 $
1.5
17.1 (€)) 5.6
3.0
2.0
$145.7 $ 6.2 $ 5.6
$ 5,600

Adjusted
FY 81
Budget
$128.3
1.5
22.7
3.0

2.0

$157.5
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Juneau, Alaska 99811

:AUD17

jJiear Hr. Wilkerson:

%
i‘he following is the response of the Alaska Public Utilities
Commission to the Performance Preview of the Alaska Public
Utilities Commission by the Division of Legislative Audit.

Recommendation Ko. 1

The Alaska Public Utilities Commission, the Alaska Transpor—
tation Commission and the Alaska Pipeline Commission should
be combined into a single regulatory commission.

The Alaska Public Utilities Commission (referred to herein—
after as APUC or Commission) believes it is appropriate to
re-evaluate the merits of a single commission mode of regulating
utilities. At this time, however, the APUC cannot unequivocably
state that the three regulatory commissions should be combined
into a single agency because no documentation that would

support that conclusion has been made available to the
Commission. The Commission believes it is misleading to

make a recommendation of this significance solely on the

basis of a comparison of "schemes””used by other states.
Certainly the dominant regulatory framework in other states
lends credence to the proposition that it is timely to

reassess the value to the Alaska public to continue three
separate regulatory agencies.

A tabular comparison of various regulatory frameworks 1is

presented to support this recommendation. While informative,
the Commission does not believe this analysis is sufficient

46(a>



Oct. 5, 1979

documentation on which to base this substantive recommendation.
As the analysis indicates, the number of Commissioners has a
direct relationship to the number and type of professional
Staff. This, 1in turn, is influenced by its methods of
operation, the scope of a Commission®s statutory responsibil—
ities, and the number of utilities subject to regulation.

The Commission offers the following comments regarding the
advantages postulated by the auditors of a single regulatory
agency. <

(1) The Commission concurs that a singleregulatory agency *
could result in a reduction in the number of regulatory
Commissioners. However, someone must preside at hearings;

and, therefore, the establishment of hearing officer positions
would be required to offset the diminution in Commissioners.
There are jurisdictions that utilize hearing officers to
conduct public hearings and to draft proposed decisions for

Commissioners® review and determination. The APUC Commissioners
he"ar cases and write substantive orders without the benefit
of such Staff* assistance. *

(2) Because of the specialization required of. the Commission®s
professional Staff, i.e., expertise in telecommunications,
electric, gas, sewer "and water utilities, the Commission
questions the degree of flexibility that would exist with a
combined Staff. The Commission believes that the inter—
changeability of staff could be limited in practice to
emergency-type situations. An analysis of the regulatory
responsibilities of the Alaska Pipeline Commission and the
Alaska Transportati on Commission should provide more factual
information in this regard. The Commission does agree that

a combined clerical support Staff could provide more flexibility,
and create a more efficient flow of paperwork.

(3)(4)(5) The Commission believes that joint hearing and
reproduction facilities and a shared publicationselibrary
would provide for more efficient services, not only for a
consolidated regulatory body but also for the existing
regulatory Commissions. To this end, the Commission has
recommended in its last two budgets that the three Com—
missions be physically co-relocated to a facility that would
permit realization of these economies.

*The average regulatory commission in the United States has
approximately 200 Staff members as contrasted with 32 Staff
assigned to the APUC.
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(6) The Commission does not have enough firsthand experience
with sophisticated word-processing equipment to comment on
this possible reduction.

The APUC strongly supports the concept that adequate human
resources, whether in the form of commissioners, hearing
officers or other staff, must be provided if the regulatory
duties and responsibilities delegated by the Legislature are
to be performed in an efficient and effective manner.
Moreover, sufficient resources to perform the .job are as
important under the existing regulatory configuration as
they would be in a prospective consolidation into one agency.

Reliance on outside regulatory formulae to support a merger
should also be tempered by recognition of circumstances

which make regulation unique in Alaska. For example, the
APUC is still actively involved in the certification of
utilities, in marked contrast to most jurisdictions 1in the
"Lower 48" which have been fully carved up into utility
service areas. This is especially pertinent not only to

rural Alaska which is in a developmental stage in the utility
arena but also extends to the State"s largest metropolitan
areas where telecommunications utilities have been the

subject of recent certification proceedings. While not
commanding the newspaper headlines generated by rate increases
the certification process 1is critical to the public protection
function of regulation because it establishes the foundation
for a utility"s future service and rates.

The APUC believes that concurrent with the sunset review of
the Alaska Pipeline Commission, the Division of Legislative
Audit or an independent consulting firm should perform a
cost-benefit analysis of combining the three regulatory
commissions into one. The study should examine both the
existing and alternative regulatory frameworks to identify
the potential operational and financial gains and losses to
be realized under a single consolidated agency.

If the desirability of implementing this recommendation 1is
affirmed by such an in-depth analysis, the Commission strongly
believes that the Legislature should assess the scope of the
existing responsibilities of the three regulatory commissions
before the decision to merge is made. Should the Alaska
Transportation Commission continue to regulate dumptrucks

and helicopters? Should the APUC continue to regulate
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garbage and cable television utilities? What V7ill be the
magnitude of the workload of the Pipeline Commission after
the TAPS case is completed? Resolution of these and other
policy issues would facilitate the Legislature®s efforts to
define the appropriate regulatory framework for Alaska
inasmuch as a determination of whether one commission would
better serve the public interest than the existing three do
is, in part, dependent on what responsibilities would reside
with the single successor agency.

It may be difficult to divorce the mechanics of a merger

from any assessment of its practicality and desirability.

In this regard affirmative action to consolidate the existing
regulatory agencies should include a detailed implementation
plan with a realistic timetable which acknowledges that
preservation of pending, current, and past decisions of each
Commission is critical to the successful transition to one
regulatory agency.

The fundamental purpose of the Alaska Public Utilities
Commission is to protect the public by awarding certificates
of public convenience and necessity to qualified providers

of utility servicesand to ensure that certificated utilities,
except where exempted by statute, provide adequate, efficient,
and safe services and facilities to the public at just and

reasonable rates, terms, and conditions. These two major
functions are broadly defined as certification and economic
regulation. It should be noted that the consumer protection

function of the Commission falls within the broad definition
of economic regulation.

The following four recommendations have a common theme.

They propose to reduce the scope of the Commission™s duties
and responsibilities under AS 42.05 by deregulating certain
types and sizes of public utilities. These recommendations
reflect the audit team®"s awareness of the acute strains that
the APUC"s current workload places on its limited resources
and ability to competently perform the responsibilities
delegated by the Legislature. Additionally, it represents
some of the current thinking regarding the necessity and
desirability of regulation. After consideration of these
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factors, the auditors identified those utilities where they
perceived deregulation would have the least detrimental
impact on the Alaskan public.

The Legislature faces the choice, implicit in the audit, of
prioritizing the responsibilities of the APUC by deregulation
of certain utilities or the allocation of adequate resources
to the agency to fulfill its statutory assignments. The
ultimate policy determination of which, if any, utilities
should be exempt from regulation resides exclusively within
the purview of the Legislature as the sole source of the
Commission ™ authority. If.the deregulation course 1is
elected, i1t is the Commission ™ position that the audit
team™s priorities are generally acceptable with some specific
exceptions. These exceptions and the Commission®s view of
the potential impact of deregulation in the recommended

areas are provided to ensure that the ultimate decision 1is
made with the experience and information of the APUC in
concert with input from the private sector and "the consuming
public.

Recommendation No. 2

AS 42.05 should be amended to allow the Alaska Public. Utilities
Commission to cease all certification and regulation of cable
television.

The Commission believes that the definition of telecommunications
as found in AS 42.05.701(8) mandates the certification and
regulation of cable television (CATV).

The Commission believes that certification should be required
for CATV utilities providing service to 10 or more customers.
This provides certain minimal protection to the public with
respect to the fitness and ability of the serving utilities
as more fully discussed in the response to Recommendation #5.
More importantly, certification is necessary to ass_%=n the
orderly development of basic telecommunications services
throughout Alaska in light of nationwide technological
developments and regulatory trends.

Current legislation before Congress and a more liberal
regulation policy by the Federal Communications Commission
indicate that telephone companies will shortly be 1in the
position to offer broadband communications* which could

&«"Broadband communication includes the full range of com—

munication information including, but not limited to basic
telephone, data, and television.
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include facilities for television distribution. Ultimately,
basic telephone and television service could become so

commingled that the economic viability of regulated communication
services could be" affected.

In some urisdictions, municipalities award a franchise to

a CATV utility. While on the surface this appears to be an
attractive alternative to state regulation, the record in
recent CATV certification proceedings involving Anchorage

and Fairbanks indicates that in the "Lower 48" there has

been political abuse of this process and that municipalities
which do not have technical and rate-making expertise are
unduly burdened by the zesponsibility to assess which applicant
best serves the public interest. In place of economic
regulation, municipal bodies have in some instances substituted
a shortening of the franchise period, hoping to influence

the franchise holder to charge reasonable rates and provide
adequate service -- a practice that could backfire and leave
the consumer without any service.

The APUC has determined that the public interest is not
necessarily served by economic regulation of small cable
television utilities and has exempted small CATV®s from
regulation in a number of instances. These are Eielson Air
Force Base, Uetlakatla, Craig, Klawock and Thorne Bay.
While independently assessing the "nonessential” quality of
cable television services, the Legislature should be aware
that the APUC files are replete with complaints against CATV
utilities, particularly from rural parts of Alaska where
there 1s a captive audience with no alternative form of
entertainment and where the entities providing the service
have their base of operations outside the State of Alaska.

Recommendation Ho..3

AS 42.05 should be amended to allow the Public Utilities
Commission to cease certification and regulation of those
utilities furnishing collection and disposal service of
garbage, refuse, trash, and other waste material.

The Commission supports the elimination of regulation of
garbage utilities from its responsibilities and agrees with
the economic justification articulated by the sunset auditors.

The Commission would be remiss, however, if it failed to
apprise the Legislature of its concerns regarding deregulation
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of this public utility service. Based on Commission experience
there is a need for some governmental entity to oversee
garbage, refuse and disposal operations. Garbage and refuse
disposal has long been considered an essential public health
and sanitation service, more frequently than not owned,
operated or contracted for by municipal governments. The
impact of deregulation in this area would be felt primarily
by a small percentage of consumers residing outside municipal
boundaries. The Commission believes it would be in the
public interest to ensure that the municipalities have
sufficient extraterritorial jurisdiction under AS 29.43.037
and AS 29.48.040 to oversee the entirety of these operations.

The Commission would also point out to the Legislature that
the Department of Environmental Conservation (DEC) currently
issues permits for sanitary landfill use and promulgates
regulations governing solid waste management. In this
regard, the Legislature may wish to consider the DEC as an
alternative to municipal regulation of garbage and refuse.
The adequacy and availability of a sanitary landfill to a
garbage utility is frequently a significant problem which
has been brought to the Commission®s attention. Because of
DEC"s current responsibilities in this area, 1t is appropriate
to consider this alternative which would provide”™ end-to-end
regulation of garbage utility services.

ITf a legislative determination is made that garbage utilities
should come under the jurisdiction of a state regulatory
commission, it may be more 1in keeping with transportation
regulatory practices for the Transportation Commission to
resume this function.

Recommendation Ho. 4

AS 42_.05 should be amended to allow non-profit telephone
and electric cooperatives to petition for withdrawal from
APUC economic regulation.

The Alaska Public Utilities Commission will concur with this
recommendation. However, it is the Commission®s experience

that consumers of electric and telephone cooperatives frequently
perceive little difference between co-ops and other public
utilities, even though the members own the business and

clec*™ the board of directors. The Commission believes that

if AS 42.05 is amended to incorporate this recommendation,

it would be desirable to promulgate regulations establishing
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an orderly procedure for withdrawal f-Zra economic regulation
by cooperatives.

To further expand AS "42.05.711(b) to allow cooperatives that
have withdrawn from economic, regulation to subsequently

return to the full regulatory jurisdiction of the Commission,
while a desirable safeguard of the public interest, could

have a detrimental effect on the ability of the APUC to
administer and finance its on-going functions. For example,
relevant Commission experience is the refusal of the Rural
Electrification Administration to provide additional loan
monies to the Tlingit-Haida Regional Electric Authority
(THREA) until it submitted to APUC jurisdiction. THREA
acceded to the jurisdiction of the APUC in December, 1978,
because of its financial crises. Significant concerns of

the THREA ratepayers and the mayors of the respective villages
in which the utility is located has required the Commission

to expend dollars for consultant services that would otherwise
have been available to fund other existing responsibilities

of the agency. Realizing that the decision to return to
economic regulation will likely occur only when the cooperative
is experiencing significant difficulty, the Commission
believes it would be necessary and appropriate to minimize

any impact on its existing workload by promulgating regulations
governing reinstatement of full regulation after such an
election.

It should also be noted that an unregulated telephone cooperative
could cause unnecessary expansion of toll facilities of the
long lines carrier. A local telephone cooperative not only
has an impact on its primary customers but on those who
utilize one or two communication networks desiring access to
the local exchange. For example, a small deficiency in an
unregulated telephone central office switch can deny access
to 10 percent of incoming toll calls. It is uneconomical to
have a teleptione call cross the lower 48 states and be
transmitted to the satellite and an Alaska terrestrial
facility only to be denied at the terminating central office.

Recommendation No. 5
AS 42.05 should be amended to exempt from economic regulation

all utilities with annual gross revenues not exceedinf,
$100, OFFIT

The Commission concurs with this recommendation.
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iiowever, the Commmission believes it is in the public interest
to continue to require certification of all utilities providing
service to 10 or more customers, 1irrespective of annual

gross revenues.

A certificate of public convenience and necessity from a
qualified independent agency assures the consuming public
that a utility is fit, willing and able to provide service.
In addition, a certificate -provides economic protection to
the small business from unauthorized or potentially ruinous
competition. The Commission believes that certification 1is
particularly important to protect the public interest when
a small utility will be physically tied to a larger utility
network, such as the case of a local exchange telephone
company interconnected to the long lines telecommunications
carrier or an electric grid system connecting more than one
power utility.

Based on the APUC"s 1978 Annual Report, 13 utilities currently
subject to economic regulation would become exempt if this
amendment were approved with the $100,000 cutoff level. The
majority of the 13 utilities are small water companies which
historically have generated numerous consumer complaints.

These complaints have required a significant commitment of

time by the APUC Consumer Protection Section for its investigation
and possible resolution and by Commissioners and Staff 1in
public hearings. The Commission would be remiss if it did

not point out to the Legislature that the volume of complaints
received from the consumers of these relatively small utilitier
indicates reliance on the public protection provided by
regulation for adequate service. Because water service 1is a
necessity, some entity, be it legislative or administrative,
will inherit the consumer protection function that the APUC

has provided.

The comments of the APUC®"s Chief of Finance are germane and
the Commission believes they should be drawn to the attention
of the legislature:

"Water bills have a tendency to be lower than electric or
telephone. Therefore, 1 question whether a gross revenue
standard is a fair reflection of the number of people involved.
I do not believe the same gross revenue cutoff should be
applied to all types of utilities. I think the deregulation
of electric and telephone under $100,000 gross revenues 1is a
good recommendation.* Water and sewer should have a different
standard.
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Some-of our most difficult and demanding cases are water
utilities. The filings are often poor and inaccurate and
accounting records are often nonexistent or in ™hoe-boxes. ~
We truly protect the public in our review of these utilities.
Any given case may require a great deal of time on our part,
but I feel it is time well spent. Unlike garbage collection,
water service is definitely a necessity.”

Recommendation No. 6

The statutes and regulations governing the Alaska Public
Utilities Commission should be revised.

The Commission agrees that its statutes and regulations
should be revised. The following comments are offered in
response to the specific examples delineated by the auditors.

(1) The two cases cited by the auditors "mix apples and
oranges."™ In one, Docket U-75-95 a Commission decision has
been upheld in Superior Court that disallowed unamortized
rate case expense in a utility s rate base. At issue in the
other, Docket U-76-66, was the protection of the public from
duplicative utility expenses. Both of these issues are
matters of regulatory policy over x*hich the APUC needs
discretion and flexibility to respond to current theories
and to individual cases.

The Commission believes, however, that regulations establishing
guidance for supporting documentation required to justify

both internal and external rate case expense are necessary

and desirable. The Commission®s posture for four years has
been reactive. Unfortunately, its workload, mandated by

other statutory requirements, has preempted the time necessary
to notice, consider and adopt regulations that would allow

the regulatory process to function more efficiently.

(2) The Commission concurs that the promulgation of industry
performance standards for all regulated utilities 1Is necessary
and desirable, but it is also a function of available
resources to establish the standards and to enforce them.

At the present time the APUC has no operational budget to
enforce the existing telephone service standards.

(3) The Commission has requested clarification of its
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statute regarding the transfer of certificates of public
convenience and necessity. (HB675, 1978 Session.®™ More
interest was generated in the existing statutory ambiguity

as a result of PACOM1s announced intentions to acquire a
controlling interest in RCA ALASCOM. However,, the statute
remains; and, to date, affected utilities have acceded to
Commission jurisdiction in this matter in accordance with

the Commission®s interpretation of its statute and regulations.
Nonetheless, the Commission continues to support clarifying
legislation.

(4) The Commission plans to eliminate the discrepancies
between 1its statute and regulations by January 1, 1980.

Recommendation No. 7

i
The APUC should seek, upgrading of salary levels for professional
support staff.

There 1s no question that the most frustrating, expensive
and time-consuming problem in the Commission®s operation has
been the vacancy factor and turnover of its professional
Staff as a result of the compensation level. )

A salary survey performed by the Division of Personnel in
1977 compared salaries of the Commission®s professional

Staff to salaries paid by regulatory commissions in other
states with a cort-of-living additive. This did not and
does not consider reality. The Commission loses its professional
people to consulting firms and utilities operating in Alaska,
not outside of Alaska. In addition, the Commission has
experienced turnover because other State agencies offer a
higher salary for the same qualifications and experience.
Effective protection of the public interest and efficient
utilization of its financial resources dictate that the APUC
compensate its professional Staff at a level which attracts
and retains qualified and experienced personnel.

The APUC should implement a time management system.

The Commission concurs that a time management system 1iIs a
useful administrative trol. The Commission™s experience in
filling successive vacancies in the Executive Director
position has not allowed institution of such a system to
date. However, the Commission anticipates that the new
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administrative Staff will implement such a system as rapidly
as time, knowledge, and experience permit.

Recommendation Ho. 9

The APUC should develop a cross-reference system for Commission

orders and decisions by the courts.

The cross-reference system suggested by this recommendation

is desirable and necessary. With adequate funding the
computer capability of the Commission could provide the
foundation of a cross-reference system for current Commission
actions. To recover the decisions of the first eight years

of the Commission requires time and budget that is non—
existent at present. The Commission plans to dedicate a
portion of the time of its newly classified paralegal position
to this assignment.

Recommendation No. 10

The Commissioners of the APUC should restrict their involve—
ment in the administrative function of the agency!-

The theory behind this recommendation is sound but its

strict application must be tempered by reality. As one
Staff section head stated in response to this recommendation,
"Until we have written policies, a topical reference system
and a knowledgeable, interested, hard-working executive
director, 1 don""t see how the Commissioners can be expected
to restrict their involvement in the administrative function
of this agency."”

It is the goal of the Commissioners to be relieved of their
direct involvement in the administration of the APUC.
History dictates this is an evolutionary process. Reality
dictates that the Commissioners are ultimately responsible
for the public perception of the APUC. Their oversight
responsibilities and input in administrative matters will
continue as an informative tool for the Staff"s managers.

It should be noted that the Commissioners have no independent
professional staff and must rely on existing staff personnel
for technical expertise and advice only when it does not
compromise the independence of the parties in proceedings.



Recommendation No. 11

The APUC should seek to establish separate collocation codes
lor each section of the Commission.

It may be that the implementation of this recommendation 1is
desirable.

The Commission does have some reservations in this regard

due to the small size of its sections, ranging from one to
six people. In the past the budget has been earmarked to

the workload confronting the Commission. In most proceedings
at least two staff sections, the Commission®s legal personnel
and the Commissioners are involved. Budgeting has been a
matter of compromise, cooperation, and re-prioritizing to
address the situation at hand.

The Commission x-zill explore with the auditors the perceived
benefits to be gained through section collocation codes.

COMMENTS OH ANALYSIS OF PUBLIC NEED

Il. "There 1is also a need for statutory and regulatory
amendments to allow for more effective case management and
to avoid court appeals of Commission decisions (see Recom—
mendation No. 2 through No. 6).".

It is overly simplistic to assume that statutory and regulatory
amendments will eliminate court appeals of APUC decisions.
Regulatory and administrative law are evolutionary elements

in the system of common law applicable to Commission proceedings.
Also, the volatility of regulatory theory and policy combined
with the likelihood of a dissatisfied party 1is conducive to
litigation in some instances. Given the nature and scope of
APUC activity during recent years, there has been a relatively
small number of Commission orders that have been appealed to

the Superior Court.

An appeal of a Commission decision, per se, is not an undesirable
result of Commission action. In certain instances it 1is in

the public interest to have the case law and statutes clarified
and amplified through the appeal process.

I11. The extent to which the board, commission or agency
has recommended statutory changes w"nich are generally
of benefit to the public interest.-

The APUC has been actively involved in reacting to substantive
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pieces of legislation proposed by others in the past few
years. In addition, the Commission has served as a resource
to both the Governor®s office and the legislative branch of
government in the energy and telecommunications fields.

And, it well may be more fruitful for deregulation recom—
mendations to come from without rather than from within the
Commission.

The Alaska Public Utilities Commission believes that the
audit conducted by the Division of Legislative Audit was a
constructive exercise for the Commission and commends the
auditors for the performance of their responsibilities iIn a
thoughtful and unobtrusive manner.

Carolyn S. Guess, Commissioner

Stuart CI Hall, Conunissioner
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eJohn =. Stern, Chairman
Alaska Public Utilities Commission January 22, 1973
.T'nur:.- .Kenneth W. Kadovi, Commissioner

Department of Commerce

3. Hi".hard Edv/ard.s. - ... RE: Jurisdiction of APUC over
Assistant-. Attorney. .General rates of municipally ovmed
Attorney- General]|"s-0ffice utilities

eAnchorage- Civil"Section

Please refer to your memorandum of October 1972 Zferein

you request .-an Attorney General ™ opinion on tv;o questions. The
firsth*question meals"with the general application of AS 42.05.711 (b)
and is-based”"cncCthe facts set forth in your memorandum. The Fair—

banks Municipal.Utility System (Fi-PJS) applied for a certificate of
public convenience and necessity under the grandfather rights of.
AS 42.05-221 to provide electrical service in the Fairbanks area.
In the same area.Golden Valley Electric Association, Inc. (GVSA)
had a certificate, of public convenience and necessity to furnish
identical- .electid.ca".l service. On August 11, 1972 the APUC 1issued
two dscCisi.o?:sone which granted the Ftfu'S a certificate of public
convenience and necessity to supply electrical service in an area
which vTulc.hot compete with the GVSA.

eYour opinion request 1is based on several assumptions.
In your request®™ you assume the competition betvreen FMUS and GVEA
has been eiiminat ~d. You also assume that there is no competition
betuf.-en sthe other FMUS utilities and any .other public utility and
that FMUS until the elimination of competition was clearly under
the complete jurisdiction of the APUC.

Based upch these facts and assumptions it is our opinion
that- the rates charged by the Fairbanks Municipal Utility Systen
for -<elbctribal service cannot be regulated by the Alaska Public
Utilities Commission, in light of AS 42.05.711 (b).

AS 42.05,711 (b) provides:

Public utilities owned and operated by a
political subdivision of the stare and

none of v;kcse utilities 1is in competition
with an other utility, are exempt from the
crovlcior.s cf thi§ fh?%ier, other than the
r.revisions of 10 2 - o: thlr chapter,
unless such an owner and operator elects to



It-is clear frm tms prouajLu.i ~ — —* . "
operated by a political subdivision of the State 1is not in ecompetition
with any other utility it is exempt from the Alaska Public Utilities
Act except for the provisions dealing with certificates of public
convenience and necessity found at AS 42.05.221-281.1/ 1lo ambiguity e
in found with respect to this part of the statute and where a

statute is unambiguous the statute expresses the legislative intent

without the necessity of aids from the legislative history. Alaska
Mines and Mingrals, Ir.c. v. Alaska Industrial Board, 354 P. 2d 370,
379 (Alaib% 1JQU) ; Citv of Seward v.~ VJiscom, 413 ~ 2d 931, 536
(Alaska 6); Homer Eliﬁbric Assn., Ir.c. v. City of Kenai, 423
P. 2d 285, 289 (Alaska 7). The legislative intent , however,

is supported by the legislative history of the exemption provision.

A review of this legislative history would not be.complete
without first reviewing the statutory history of regulating the’Yates

of municipally owned utilities. When the Alaska Public Service Com—
mission Act. first became law in 1959 municipal utilities except for °
q@égr and sewer v:ere regulated pursuant to AS 42.05.640(2). In

this provision was amended to entirely exclude municipally
owned utilities from Public Utilities Commission regulation.. This
statutory history 1is explored in detail in %omer Electric Assn., Inc.
v. City of Kenai, 423 P. 2d 285 (Alaska 1907). *

In the 1971 Legislature, Senate Bill 128 was 1introduced
into the Senate by the Senate Rules Committee at the request of
former Governor Keith H. Miller. The requested begislation was
accompanied by an introductory executive msssage £/v/hich provided
with respect to municipalities as follows:

Municipally ovmed and operated utilities are
exempted from regulation only in certain re—
spects. These are specified in subsections

AS 42.05.631 (b)-(a)-. In brief, a municipal
utility would be exempt from rate regulation

for services provided within the city boundaries.
Services which it provides outside the municipal

1. For discussions of the ramifications and policies of
exempting municipally owned utilities from the various
forms of Public Utilities Commission regulations see
State Supervision Over Municloally Owned Utilities, 49 col
L.R. 160 (1979); State Regulations of Municipally Owned
Electric Utilities, "Gso.~wasn. u.tt. ppY (=*£939); State”
versus Local Control of Municipally Owned Utilities" 4T
lale uv.j ."j12i t.iyji;

S it is an accepted method of determining legislative inter,
to look to introductory executive messages.Ek Horner Electric
Assn., Inc. v. City r.f Kenai, 425 P. 2d 285, 20y o.iasxa, ~L1/0F)



boundaries would not be exempt. Municipal util- -
I ties would also be exempt en toto from Sections
AS 42.05.491 - 511 concerning financial and
management regulation, and from Section AS 42_05.
641 concerning regulatory fees. [1979 Senate.
Journal, p. 84].

It is apparent that municipal utilities under the bill introduced
by the Governor would be exempt from rate regulation of its utili—
ties located within the city boundaries.

In the same Legislature, House Bill 202.was introduced
into the Alaska House of Representatives. The legislative history
of this bill in the .House includes the following from the House
Judiciary Committee report on the Public Utilities Act:

AS 42.05.711. In its comparable section, SB 128
provided for the exemption of municipally owned

and operated utilities from the provisions re—
garding the regulation of rates, financial manage —
ment regulations, and the requirement of a regulatory
fees. éCf. present AS 42.05.645 and Pa. Stat. ,

Title 6 , sec. 1141.) The original HB 202 deleted
the exemption regarding rates. [1969 House Journal,
Supplement No. 4 (4/9/69), p. 73

From t"lis it appears that the original House Bill contemplated
the regulation of rates charged by municipally owned utilities.
This "was changed, however, by an amendment on the floor of the
House. This amendment read as follows:

Municipally owned utilities (except those
V. consenting to all provisions of this chapter)
- are exempt from the provisions of this chapter
"if there is no other utility in the integrated
economic area cr in an adjacent service area
competing or having the potential to compete
with® any other of the municipally owned
utilities. [1969 House Journal, p. 7053

House Bill 202 with this "amendment passed the House of Represent—
atives and was forwarded to the Senate. It is clear from this
amendment that the House cf Representatives also intended that

the rates of a municipally owned utility should not be regu—

lated excent where comoetition was present. Mo legislative history
ewas found which would "indicate any ambiguity in AS 42 .05.711(b) or

indicate that the legislature intended that the rates of municipal
utilities not in competition with other utilities be regulated by
tprir



Your second question requests an opinion ”xoi.t ~X X
on the issue of vfhether the Fairbanks Municipal Utility System is
*in competition” as that phrase is used in AS 42.05-711 (d) where
FilUS is attempting to gain authority from the Commission to supply
terminal equipment (such as teletype, telex units and other more
sophisticated hardware) in the Fairbanks area and in the same pro—
ceedings before the Commission, prevent RCA.-Alascom from.continuing
to provide such terminal equipment. It appears from the facts of
this situation that the FMUS is merely applying and attempting to
gain the authority to compete with RCA-Alasccm or to exclusively
provide the terminal equipment in the Fairbanks area. Apparently
the FMUS 1s not presently providing such terminal equipment in the
Fairbanks area. RCA-Alascom is now providing that- terminal equipment.
The matter is a“"dispute over which of the two entities has the author!t
from the APUC to install terminal equipment.

Under this set of facts it is the opinion of this office
that by entering into this dispute the FMUS is not "in competition
with any other utility” as that phrase 1is used in AS 42.05.711 (b) .
This results in the APUC not being able to regulate the rates,
services and facilities, accounts records and reports, and financial
and management regulations of the FMUS.

In construing what the Legislature intended by the phrase

"in competition with any other utility” a basic fundamental rule of
statutory construction requires that the legislative purpose or intent
in using the subject phrase be extracted from the entire Public
Utilities Act. In other words since this phrase ir. not defined
in the definitional section of the enactment (113 SLA 1S70) the other”
sections in the enactment should be looked at to determine the legis—
lative intent of the phrase. In .re Delinquent Tax Rol 16 Alaska
568, 295 (D. Alaska 1956 State v. American Can Co. §62 5. 2d 291,

(Alaska 1964); 2 Sutherland, Statutory Constructlon, ( pd. ed.)

4703, 4704.

In 113 SLA 1970 the only other provision which discusses
"competition™ between public utilities is found in AS 42.C5.221 (d).
This provision, provides:

(d) In an area where the commission determines

that two or mere public utilities are competing

to furnish identical utility service and that

this competition is not in the public interest,

the commission shall take appropriate action to
eliminate the competition and any undesirable
duplication cf facilities. This appropriate action
may include, but is not limited to, ordering the
competing utilities to enter into a contract which,
among other things would:

(1) delineate the service area boundaries
of each in these areas of ccmoetitio.o;



(2) eliminate existing duplication and
paralleling to the fullest reasonable extent;

(3) preclude future duplication and paralellir.g;

(i) provide for the exchange of customers and
facilities for the purposes of providing better public
service ana of eliminating duplication and paralleling;
and

(5) provide such other mutually equitable arrang-
ments as would be in the public interest.

From this it appears that the legislature intended the use of the
v;ord competition to mean actual competition. A mere dispute before
the Alaska Public Utilities Commission does not constitute such
competition. AS **2.05.221 indicates that competition exists where
two or more public utilities are furnishing identical utility service
in a designated area and where these two utilities have authority

for duplication and paralleling of facilities. No other statutory
provision was found in 113 SLA 1970 which would shed any light upon
the meaning of competition as used in AS *12.05.711 (a)-.

Our opinion is further supported by another statutory con-—
struction rule which dictates that statutes must be given their reason—
able meaning.

IfT a public utility ov;ned by a political subdivision 1is
subject to rate regulation by the APUC each time the political sub—
division requests extended authority or has a dispute with another
utility with respect to the extent of either of the utilities
authority then an unreasonable result may occur because the utilityv
owned by the political subdivision would probably be under the rate
regulation of the APUC only until the dispute or request for extend—
ed authority is resolved by the APUC. Such resolution could take
place in a short period of time. The present fact situation appears
to present a case which could reach this unreasonable result, if
the rates of the FMUS were to be regulated by the APUC during the
pendency of the dispute between FMUS and RCA-Alascorr. it appears
that those rates would be regulated only for a short period of time.
Once the dispute was resolved the FMUS would again be in a position
of not having its rates regulated by the APUC unless the APUC were
to grant competing authority to both FIIUS and RCA-Alascom, or the
FMUS elected to be regulated.

Additionally, the common usage of the words ,;in competition
with any ether utility” indicates that the political subdivision
owned utility must be furnishing identical facilities or service
as another utility in the same authorized area before it can be
considered in competition with that utility.

JOHN E . HAVELOCK
AT"TOr.KEY GENERA

Qi
oy:%y iK-,a"
E. Richard Edwards
Assistant Attorney General



Pelican Utility Company
P.0. Box 5538
Seattle, WA 98105.

March 19, 1980

Senator Brad Bradley, Chairman
Senate Commerce Committee
Pouch V Mail Stop 3100
Juneau, AK 99811

Dear senator Bradley:
My name is Cavin Philbin and I am representing Pelican Utility Company (PELCO).

The following is written testimony reflecting PELCO"s opinions and attitudes
toward the Alaska Public Utilities Commission®s past performance. This
testimony is subsequent to testimony given in front of the Senate Sunset
Legislative Review Board by Mr. Charles N. Drennan, an attorney from the law
firm of Faulkner, Banfield, Doogan & Holmes and PELCO"s representative. PELCO
encourages the Sunset Legislation Committee to take into consideration this
testimony to aid in the evaluation of the Alaska Public Utilities Commission
(APUC).

PELCO is in support of Recommendation No. 5 of the August 1979 review. The
company feels that by exempting utilities with gross revenues of $500,000

or less (instead of $100,000), the commission would be allowed additional

time and revenue to protect a larger percentage of the public interest by
concentrating on larger utilities that serve the majority of Alaska"s citizens.

PELCO feels it is disproportionate for a utility of its size to pay the same
price for complying with APUC rate case requirements as larger utilities. The
high cost of preparing a rate case is passed on to the customer in the form
of higher rates which mean3 that a utility customer of a smaller utility has
to bear the brunt of higher regulation costs than a customer of a larger
utility company.

With the iIncrease iIn the cost of fuel, utility companies will be forced to
file rate cases more frequently to maintain a rate of return allowed by the
Commission. APUC is p-esently offering assistance to utilities in the form
of a fuel rate adjustment clause which allows utilities to increase rates
proportionate to the increase in fuel. Despite the fuel rate adjustment
clause, electric utilities still must file rate cases after the price of fuel
increases by 3. Progressively increasing fuel and regulation costs will
continue to outweigh any benefits derived from regulation in its present form.
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It may well be that the Commission will require approval of an exempted
utility™s rate increase. IT this is the case, PELCO recommends using a
shortened, single page form for supplying a regulatory board with pertinent
rate case information. Utility costs, past KWH production, the utility"s
customer base, ra™e of return information and other necessary information
could be listed "in house™ on a form similar to a tax return. This would
cost the utility less to compile and the regulatory board less to analyze.
The expense for complying with cost of service studies and rate case require-
ments should be relative to the gross revenue and customer base of the utility.
IT this is not possible, the regulatory agency should pay the cost of supply-
ing such burdensome information.

PELCO is not in favor of the statute now In effect by APUC stating that if
29% of the customer base of a utility sign a petition protesting the utility’s
exemption from regulation, the utility is automatically regulated by APUC.

PELCO has a customer base of 64 people living In an area of approximately one
square mile. This has always been a problem for PELCO. With Pelican Cold
Storage Company (Pelican .Utility Company) as the major employer in such a small
village, even a slightnmcrease is highly controversial. The present statute
states that 16 protests are all that are required to cancel or defeat a PELCO
exemption, but even with a single protest, the review of a rate case or special
request can come to a standstill.

The management at PELCO invites customer input in determining the extent of
company regulation, but feels the decision should lie with a State Regulatory
Board and not a few citizens. For instance a percentage of customers could
request a state commission to review a utility"s performance but a state review
board should be responsible for determining the utility®s degree of regulation.

Attached to this testimony is a copy of a diary kept by Mr. J. G. Ferguson,
President of PELCO, during our last approved electric rate case. As the diary
illustrates, rate case proceedings began on April 20, 1975 and although the
diary was not carried through to the time the final rates were approved on
August 1, 1976, it can be seen that it is especially costly and time consuming
for a utility of Pelican™s size to comply with the myriad of information re-
quired by APUC, especially relative to the utility"s customer base.

Since the 1976 electric rate case, PELCO has filed for a new water rate and a
Petition for Exemption for a new Cable Television System.

PELCO initiated the water rate case in November of 1977 and was granted the
rates on February 14 of 1980. In that 26 month period, having our attorney
compille the necessary information cost the utility $50.00 an hour inlegal
fees for a total cost of $3,424.00. Aminimum of three hours a weekwas
needed iIn that period of time for Seattle administrative personnel to produce
information for this particular case. This cost PELCO $2,000.00 a year, not
to mention the time that was needed for the PELCO staff in Alaska to supply
the Seattle office with additional support information. With a gross water
utility sales revenue of y6,450.00 forFY 1978 and 1979, the cost tocomply
with APUC information requirements for these years totaled roughly 60% of the
water utility"s sales revenue.



for Cable Television
was $1,250.
In closing, PELCO encourages the Sunset Review Committee to do anything within
its power to decrease Commission staff turnover. It hes been our experience
in rate cases that each time an APUC staff member quits, the replacement invari—
ably requires information that has already been supplied. This is burdensome to
the utility and adds to the inefficiency of APUC.

Respectful

Cavin W. Philbin
Utility Administrator

CWP:lIm

Attachment



PELICAN UTILITY RATE CASE:

April 20, 1975
June 25
July 23
August 13
Sept. 4
Sept. 8
Sept. 19
Sept. 25
Sept. 26
Oct. 1
oet. 2
Oct. 2
Oct. 7
Oct. 7
Oct. 8
Oct. 9
Oct. 10
Oct. 29
Nov. 3
Nov. 4
Nov. 7
Nov. 17
Dec. 9
Dec. 12
Dec. 31
Dec. 31
Jan. T o
Jan. 23
Jan. 23
Feb. 3
Feb. 25
March 18

Cl R LI i L LR E R

Requested Banfield to start on rate case
Pelican answers phone request for information

i

1

Banfield sent 33 page application for increased rates

I5$/KWH effective Oct. 12, 1975 with Interim Rates 11.8C

KWH effective Sept. 29, 1975

Received letter from Alaska Public Utilities Commission
advising request received

Advised Banfield depreciation methods used

Rate Notice published in Southeast Alaska Empire Newspaper
Letter to Banfield on case

Received letter from Banfield on case

Answered requests about fuel storage

Received letter from City of Pelican on case advising rate

for street lights will go from $492.00 to $4,688.64 under

new rates, requests relief

Received telex from Pelican, City going to file protest with
Alaska Public Utilities Commission. I advised Banfield.
Received letter from Banfield showing rates from other remote
communities in Alaska

Advised Banfield additional costing figures

Received letter from Banfield on case

Advised Banfield of three protest letters sent to Public Utilit—
ies Commission

Received 3 letters from PUC on protest, we advised Banfield by
letter

Advised Banfield requested usage information

Banfield sends Pelican letter on protests and advised PUC filed
order Nov. 3 suspending operation of tariff revision and instit-
iting investigation. Suspension not to go later than May 1,
1976, Reasons: 1.) Petition containing 83 names from consumers
in Pelican 2.) Commissions staff requested more financial sup-—
portive information

Pelican recieves copies of petition

Pelican answers Banfields letter on usage and meters

Pelican talks with Lowell Jensen PUC on tariff requirements
Pelican advised summary to Banfield on consumption and production
meters.

Pelican withdraws and cancels interim and permanent tariff re—
quest with PUC

Pelican/Banfield file revised rate increase with regular rate
7.5C KWH, industrial 6% KHW

Wrote City of Pelican on rate case - allow industrial for all
their service

Received letter from Banfield on rates

Arthur Andersen & Co. advised PUC on audit

Met with Banfield In Seattle on case

I wrote PUC requesting relief and cooperation on rate case

continued /
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PELICAN UTILITY RATE CASE: (Con"t) Page 2

March 22 Received letter from PUC advising that second rate request
suspended - no later than August 26. Reasons: 1.) Request
for additional information on fuel consumption, 2) Advised
that public hearing needed

March 29 Pelican wrote Banfield on case

April 28 Pelican copies PUC on Pelican Utility Annual Report

May 5 Received letter from Banfield

May 11 P. S. Ganty called M. OaJcsmith, Assistant Director PUC
requesting action

May 15 Received letter from PUC requesting additional information

May 19 Banfieldls office answers PUC letter

May 24 Pelican advised Banfield on usage study

August 1, 1976 New rates become effective



Box 10S1

Petersburg, Ak 99833
13 Mar 198c

Senator 3radley

Senate Commerce Committee
Pouch V

Juneau, AK 99811

Pear Senator Bradley;

I wish to comment on the actions or rather nrn-acticns of the
Alaska Public Utilities Commission.

Cver one month ago | sent a letter to the Chairman of the Commission
expressing my concern over the way the commission allowed Alascom
to refund the excess rate increases.

So far 1 have not even received an acknowledgement of receipt from
the commission. On Capitol 80 1 saw some of their replies to
questions from the public and surely financial constraints cannot
be so pressing that a letter of reply 1is too costly.

The reason that | wrote to the commission is that at least, two weeks

of January has ,vone past before | was informed about the "Great
consumer refund policy which Alascom was allowed. Lower phone lates

in Alaska during the months of January and February. IT J had not
accidently bought a paper 1 would not have known about the refund

at all. At the very least the commission should have made Alascom

wait until it had Informed the public via our usual monthly bills.

I felt that the very secretive way Alascom was allowed to refund

to its customers did not benefit the public at all. 1 thought one

of the commissions duties was to safeguard the Interests of the public.

SIncjpuminly yours,

Timothy Osborne



Jdegtslature

Senate
Committee on Commerce 5mmh v
State Capitol
Official Business Juneau, Alaska 99811

March 13, 1980

The Honorable Clem Tillion
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

Your Senate Commerce Committee has had under consideration
for "Sunset" review the Alaska Public Utilities Commission,
pursuant to your referral under AS 44.66.010 and AS 44.66.050.

In accordance with the statutory requirements, a public
hearing was held on the review of this commission. An additional
hearing was held on March 13, 1980, as the Committee Chairman
had been notified that additional witnesses wished to testify
regarding the Alaska Public Utilities Commission.

Guided in part by the report prepared by the Legislative Audit
Division, the Committee took into consideration the factors
required under AS 44.66.050(c).

Your Commerce Committee thereby makes the following
findings:

The Committee finds some merit in recommendation number
one which recommends that the Alaska Public Utilities Commission,
the Alaska Transportation Commission and the Alaska Pipeline
Commission should be combined into a single regulatory
commission. However, this will require considerable further
study. The Committee finds it is not in the public®s
interest to do so at this time.

In recommendation number two, the Legislative Audit
Division recommends that AS 42.05 should be amended to allow
the Alaska Public Utilities Commission to cease all certification
and regulation of cable television. The Committee does not
concur. Cable systems in Alaska, particularly in the remote
areas, do not serve a mere entertainment function. Cable
television in some areas of Alaska is the only source of
information and entertainment. It is felt that regulation



The Honorable Clem Tillion
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should continue iIn these areas. In urban areas, where
alternative forms of entertainment and information are
available, the Committee agrees that certification and
regulation may not be necessary. Recent legislation passed
in the state of California provides a formula that the
Committee believes will, with modification, provide for
deregulation of the cable systems in major urban areas of
Alaska while providing regulatory protection Cor Alaska“s
rural population.

Recommendation number three asks that AS 42.05 should
be amended to allow the Alaska Public Utilities Commission
to cease certification and regulation of those utilities
furnishing collection and disposal service of garbage,
refuse, trash and other waste materials. In both the
Legislative Audit Report and the public hearing, the reason
most often heard for this deregulation was that "We don"t
have the staff to do this." An assertion is made in the
Performance Review that the refuse industry is not capital
intensive and that competition in this industry would not be
as detrimental to the public®s interest as competition among
more capital intensive industries.

However, it has also been argued to the Committee that
there should be some limited activity by the Alaska Public
Utilities Commission in this area. Contentions have been
made 1in favor of the Commission having appellate authority
over local government units which may assume the regulatory
function; and it has also been argued that the APUC be
allowed to have jurisdiction "by consent,”™ when a municipality
and a utility have both agreed to that jurisdiction. While
the Committee tends to agree with the recommendations of the
Legislative Auditor about deregulation in this area it will
consider these arguments about very limited jurisdiction
during the preparation of the Committee®s legislation.

Recommendation number four asks that AS 42.05 be amended
to allow nonprofit telephone and electric cooperatives to
petition for v/ithdrawal from APUC economic regulation. It
further recomends that the membership of the cooperatives,
by a vote of a majority of the members, be given an opportunity
on a utility by utility basis to determine whether their
cooperative should jremain under APUC regulation. The Committee
finds several problems in considering deregulation of the
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cooperatives. One, as pointed out by the Performance Review,
is the large number of consumer complaints received by the
APUC against cooperatives. The second, which was brought
out in public hearing, is that the annual meetings of the
cooperative associations have a less than representative
number of members present. Before the Committee can consider
deregulation of the utilities by vote of the membership, the
Committee would have to be assured that the vote in fact
represented a majority of the actual members as opposed to a
majority of the members present at any given annual meeting,
or that similar safeguards are provided.

With this modification, the Committee®s legislation
will reflect this recommendation.

The Committee in general concurs with recommendation
number five that asks that AS 42.05 be amended to exempt
from economic regulation all utilities with annual gross
revenues not exceeding $100,000. We agree with the Legislative
Audit Division that the cost of regulation "on a percentage
basis™ to a small utility may outweigh the potential benefits.
However, when considering regulation of a utility we must
look not only to the cost factor but also to the factors of
public safety that are involved. Many of these small
utilities provide vital needs to communities, for instance,
water utilities. The Committee while including deregulation
for these utilities in its legislation, will attempt to
include some triggering device that would submit the utility
to regulation if serious consideration of public health and
safety should warrant such action.

The Committee concurs with recommendation number six
that .he statutes and regulations governing the Alaska
Public Utilities Commission should be revised, and will work
with the Commission to accomplish this.

The Committee concurs with recommendation number seven
that salary levels for the professional and technical support

staff should be upgraded. IT salaries are not competitive
with private industry in Alaska, we cannot expect qualified
personnel to work for the APUC on an extended basis: The

Commission will only become a training ground for industry.

The Committee concurs with recommendation number eight
that the APUC should implement a tire management system. We
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were informed during the public hearing that new concepts
are being implemented by the Executive Director and the
situation 1is improving. IT this is accomplished within a
reasonable length of time, no legislative action will be
necessary.

Recommendations number nine, ten, and eleven address
"housekeeping” functions of the APUC. It is our understanding,
as a result of testimony by the Alaska Public Utilities
Commission, that action is being taken on these recommendations.
If this action proceeds in a timely manner, it is felt that
no legislative action will be necessary in this area.

Recommendation number twelve urges that the Office of
the Governor keep the appointment of the Chairman of the
Alaska Public Utilities Commission current. Complaints
that the Office of the Governor has been slow in making
appointments to boards and commissions have appeared often
in the Performance Reviews. It is hoped that the Governor-®s
Office will make timely appointments to boards and commissions
in the future.

Corresponding legislation will be introduced soon to
accomplish the goals of this report.

Respectfully submitted,

Senate Commerce Committee

BB:jss






INTRODUCTION

MATANUSKA ELECTRIC ASSOCIATION, INC.:
CONSUMER-OWNED/CONSUMER-ORIENTED

Your electric cooperative is committed to provide the best electric
service at the lowest possible cost. We are always striving to assist and
educate our membership in order to fulfill the true cooperative spirit.

This owner’s manua. is provided as a part of our continuing effort to
enlighten interested consumers. It should answer many of your questions
and sewe as an informational guide to your cooperative.

Please complete the following information and keep it handy in case of
service interruptions or other consumer inquiries.

SERVICE LOCATION (Pole Number) METER NUMBER

ACCOUNT NUMBER

MEA OFFICES AND TELEPHONE NUMBERS

8:00 a.m. -5:00 p.m. After Hours
Palmer Headquarters 745-3231 745-3235
Eagle River Branch 694-2161 694-2161
B;g Lake Branch 892-6021 745-3235

Collect Calls will be accepted from Talkeetna



This manual ispublished by the Matanuska
Electric Association, Inc., a rural Electric
Cooperative owned by the members itsenes.
Information contained in this manual s
judged to be correct at day of publication.
MEA 3 policies and tariff, however, are
subject to change, periodically superceding
parts of this manual. These changes will be
published in future revised editions or made
available on an insert besis.

Part 17, “fhat to do if fuses blow or
circuit breakers trip frequently”” copyright
1969 Sears Roebuck & Company is printed
herein by permission of Sears Roebuck &
Company.

Edited atMEA by Budd Goodyear

Printed in Alaska

Matanuska Electric Association, Inc.
P.O. Box 1148
Palmer, Alaska 99645
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Welcome to MEA. You are now a part of Alaska’s oldest
REA cooperative, organized in 1941. Whether you are a
“Cheechako” or a “Sourdough,” I am sure you'll be interested
in afew facts about MEA.

Our service area is large — 3,360 square miles (twice the
size of the entire state of DelawareJ. Growth has been a real
factor at MEA, as we have experienced the fastest groivth-rate
in the state and have beeti one of the fastest growing areas in
the country during the past several years. We now serve over
13,000 consumers in the Matanuska-Susitna and Anchorage
boroughs.

The material contained in this owner’s manual will provide
you with valuable and interesting information about your
electric cooperative. It defines your rights and responsibilities;
answers questions; gives you information and phone numbers,
and will help you to understand MEA.

One of the important processes we have is the annual
membership meeting. There, directors are elected, the business
of the past year discussed, and a future outlook given. It is an
important part ofyour Co-op membership thatyou attend and
participate. Notices are published three weeks in advance of the
meeting which isin April each year.

| hope you will take a few minutes to become familiar with
the information in this manual. It will not only help you
understand MEA operation and service policies, but it will also
make reporting outages simple, and finding answers to your
questions easier.

Again, welcome to membership in MEA. Welcome to the
MEA service area. Let's work together for the future ofAlaska
and its heartland - Southcentral.

Malcolm Check
General Manager



Part 2

MEA is a Rural
Electrification Administration
cooperative, a type of business
which belongs to the people who
use its services, its members.
Matanuska Electric  Association,
Inc. is the oldest REA cooperative
in Alaska. Since 1941. you, our
members have controlled the
business of providing rural power
supplies. The annual election of
directors who represent you and
consider your wishes when setting
policy by which the cooperative
business is conducted, gives you a
voice in the operation of your

Part 3

REA is the Rural
Electrification Administration
which was established by President
Franklin D. Roosevelt by
executive order in 1935. REA and
Rural Electric Cooperatives
brought power to the rural
residents across the country . In
1935 only 10.9 per cent of farms

Part 4

One of the more important
facts about RF.A cooperatives is
that they arc controlled by the
people they serve. MEA. as a
member-owned business, gives you
the unique opportunity of
participating in both the role of an
owner and role of consumer. The
typical MEA consumcr-owner . . .

sPays energy bills on time,
s(iivcs casement for
construction and service of
electric  facilities on his
properly

sCooperates witlt

REA

MEA IS

electric utility.

MEA is a business which
consumers operate to obtam
electric power, one which began
when no other utility entity would
invest in rural society and provide
power. When you become a
member of MEA you join 12,000
consumcr-members who have built
an association providing power to
3,360 square miles of south-central
Alaska. From Eagle River to
Hurricane, south to north, and
Sheep Mountain to Petersville, east
to west, MEA, your Co-op, is truly
on the “cutting edge of progress.”

IS *

in the country had electric power.
In 1969, 98.4 per cent of all farms
were energized with electricity.
REA does not subsidize rural
electric co-ops, but it is a banker
and regulator, making loans to
co-ops and insuring sound business
practices arc followed.

YOUR ROLE AS A MEMBER-OVVNER

Mo 1D HIE IS, wi Hill'l



right-of-way brush control
programs

o Notifies Co-op of any
system damages and service
interruptions

oKeeps informed by reading
Ruralite and energy related
articles

<& Attends Association

The annual ntemhership mcctinn is an

ilmporltant part oj heinp a Nh.A co-op

Part 5

MEA operates under a tariff
approved by the Alaska Public
Utilities Commission (APUC). This
tariff covers rates as well as service
rules and regulations. Copies of
the current tariff may be inspected
at MEA offices in Eagle River,
Palmer and Mile 51, Parks
Highway at the Big Lake Office.

The following arc some of
the important items in our tariff:

MEA will provide electric
service to customer premises that
arc utilized on a seasonal basis as

provided inthe applicable rate
schedules.

MEA may require the
customer to sign a contract

guaranteeing a certain  minimum
level of revenue for a specified
period of time, prior to new
construction.
The
electricity from

customer shaII_ use
the Association

community and annual
meetings

& Offers suggestions for
improved service

&Serves  on  special  Co-op
committees

#0bserves the Co-op’s rules,
regulations and by-laws

o Cooperates during storm
emergency situations
eHelps provide

transportation to
inaccessible areas

&Votes for directors to guide
the Association

o Notifies Association of
electric  power diversions
and equipment misuse or
theft

&Participates in wise energy
use programs and uses
energy wisely

TARIFF

(MEA) exclusively at the premises
designated hy his order and shall
not generate or cause to be
generated any electricity which is
or may be connected to
Association service.

The Association (MEA) will
read all meters monthly. If, for
any reason, reading cannot be
obtained for any particular period,
the billing may he based Ol an
estimated energy use and demand.

MEA will, at its own
expense, inspect and test its
meters as required to insure a high
standard of accuracy. Each meter is
tested before it is installed.

Additional tests at request of
customer will he made, and if the
meter is found to register within 2
per cent (2%) of accuracy the
customer shall pay the test fee as
determined by Tariff Rule 9 and
the Schedule of Fees.



Part 6

MEA’s Manager is entrusted by
its members and directed by the
board to provide electrical power at
rhe lowest possible costs and to
engage in accepted business
practices which will produce the
necessary power economically and
with fairness to all members. As the
Tariff provides, MEA is responsible
for and may:

*Make service charges as
outlined in the schedule of
fees.

sAssess a four (S4.00)
handling charge for
dishonored checks

#Refuse to connect and will
disconnect service for
violation of service policies.
& Temporarily suspend service
to make repairs and
improve the system.
#Provide construction service
to a consumer-membecr
meeting cost specifications
as agreed upon. This is a

temporary service limited
to 90 days.
Part 7 MEA

We believe that:

it is the light of persons to
piovidc for themselves a vitally
needed service, in the form of an
Electric Co-op;

the Association
primarily to serve
consumer-owners;

the Association exists for the

exists
its

MANAGEMENT’S ROLE

#Provide underground service
for primary voltage when
consumer pays difference
between overhead and
underground installation
costs.

#Provide underground service
for secondary service Ol
voltages for a minimum
charge when consumer digs
his own trench, and fills it,
according to specifications,
after MEA installs cable.
#Provide line extension for a
minimum monthly charge
based on the estimated cost
of construction of a line.

& Review line extension
contracts on an annual
basis (calendar year) to
determine status of gross
revenue from extension
contracts.

eTerminate extension
contracts when gross
revenue derived from the
extension exceeds required
return Ol the investment in
construction costs.

IDEALS
mutual benefit of its
me U ber-owners, directors

employees and the public;

the Association must provide
the highest quality electric service
at a cost consistent with sound
business practices;

the opportunities in the
enterprise carry with them both
economic and social



responsibilities;

the ability of the Association
to continue providing this essential
seivice depends upon its attracting
and retaining capable employees;

the natural resources of this
country should be developed to
provide an abundance of power
consistent with other resource
development needs;

the economic future of the

State of Alaska depends upon its
having an abundance of electric
power available to persons who can
use it;

the Association
exemplify leadership the
community by doing all things
essential to good management;

attaining  these ideals will
require our constant and untiring
efforts.

_ must
in

“| warned Elrod | was going to get him to an annual meeting— one

way or another.”

8



Part 8 MEA OBJECTIVES se
TO OPERATE the TO REWARD, encourage
Association as a non-profit progress, inform, train, develop

enterprise on a continuing and
progressive basis;

TO ASSURE the availability
of a constantly high quality of
central station service to members;

TO KEEP the
member-owners fully informed on
the affairs, problems, and methods
of the Association;

TO DEVELOP among
members, through democratic
processes of participation, a
recognition of member-ownership
and accountability;

TO ENHANCE the
Association’s reputation for fair
dealings, prompt and efficient
service, dependability, integrity,
courtesy, productive ability, and
technical competence;

TO STRIVE constantly for
ever higher standards of service
through progressive management;

TO STIMULATE and
support rural development
programs, especially those which
will increase and stabilize the
economic level of the Association’s
service area;

TO DEVELOP, operate and
maintain the system at optimum
performance;

TO PROVIDE the means
whereby the mcmbcer-consumers
:an  build and maintain the
Association by contributing a
-casonablc amount of essential
capital;

TO RECOGNIZE
peatest assets arc our
exsets;

TO OBTAIN acceptance of
the ideals which emphasize the
obli?ations involved iit doing a job
mell;

that our
human

and properly assign ail employees;

TO DEVELOFP
understanding, acceptance, and
support of the Association's
obg’jectives, plans and programs,
an

TO PROVIDE leadership and
to cooperate with other
community and civic groups.

in ill, n'u
In Until): tin

Anl mil I~ ill.I' Hnni:
MI: 1 o ihihaili'd iii
litcslvlie i'l ii\ in, nihr/y



This organization chart of
the Matanuska Electric
Association, Inc. indicates the

valuable role each member plays in
the operation of the Association,
Members, attending the annual
meeting each spring, elect the
board of directors which in turn
set the policies, hire the general

manager, and oversee the
operation of the Association as
your representative. The board of
directors meets once a month. It is
not paid a salary but is given
travel pay and per diem for
meetings it or its members must
attend to further the business of
operating the Association.

10



Part 10 SERVICE AREA MAP

_ Tiiu  MEA service area times larger than Rhode Island,
includes 3,360 square miles of twice as large as Delaware and
south central Alaska. It is three 3/5ths the size of Connecticut.
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Part 12

*85% to 88% of MEA’S
consumers keep their accounts
current with timely payments.

<« Consumers who do not pay
their accounts on time increase the
operating expense for the entire
membership.

*It costs your Association as
much as 25% of the bhilled
amount to collect delinquent
accounts-as much as S10.00 to
collect S40.00

& Consumers  with  serious
financial problems who are unable

to make a payment on time
should contact MEA to discuss
possible arrangements to help

bring an account up to date.
MEA'S BILLING PROCEDURE

& . Meters are read and hilled

monthly at regular intervals.

#Bills are due within 2 weeks of
the billing date, and a delinquent
date is indicated on each bill.

lf payment has not been received

I\J\iiif Inin i«//n lull din diiie T« If\

tel /i MMViifiiill ¢

YOUR ENERGY BILL

«K=

within 2 weeks,a S2.00 late charge
is added to the account, and a
"Past Due” notice is mailed.

«If payment has not been received
within 20 days from the original
billing date, a “Disconnect
Notice” is mailed stating the
disconnect date.

#ff payment has not been received
within 24 days from the original

billing date, a “Disconnect
Order” is issued to field
personnel.

®A Si0.00 service charge is made
for delinquent account
disconnects.

& Member-Consumers will be given
the opportunity to pay their
account in full at the time of
disconnect if they arc on the
premises. The total amount due
must be paid in full in order to
stop the disconnect order.

«|IMPORTANT: If you are leaving
your residence for an extended
period of time, 3 weeks or
longer, be sure to arrange with
MEA billing section for the
payment of your energy hill and
continuation of service during
your absence. To reduce energy

consumption during extended
absences, unplug all appliances
not required, turn thermostat

down to minimum temperature,
and shut lights off. In winter,
care should be taken to protect
your home water system from

cold winter temperatures. MEA
recommends you drain your
home water system prior to

extended winter absences.

13



You may receive upon
request a copy of the Schedule of
Fees and Charges as appears in the

approved tariff. The schedule
states rules for determining
account deposits, fees for

disconnects, reconnects, meter
test, service call, late payments,
dishonored checks, service
relocation and etcetera. Copies of
the schedule are available at any
MEA office.

»

‘We think of it as early American with Just a touch of the modern.”

14



Fart 14

You will receive, along with
this copy of the Owner’s Manual,
a Retail Rate Notice, which will
give you the current rates charged
for electrical energy purchased
through your Association. If you

-1

RETAIL RATES

did not receive one you should ask
for a copy the next time you visit
one of your Association’s offices.
A copy of the rate notice can he
mailed to you upon request.

Supplying cut n[\ t fficirnitx ijtiiitkiv, ut Am rtr.ts, that"s iSiit /<75



Part 15 ENERGY CONSERVATION

In all homes most of the
electricity is used to generate heat,
in one form or another, for hot
water, cooking, drying or space
heating for comfort. The highest
w* " electricity, even in homes
w. il or gas furnaces is by the
furnace heat circulating system.
Tle balance is used for non-heat
items such as televisions, stereos,
lights, refrigerators, freezers,
vacuums, microwave ovens and so
on.

“Insulation doesn't cost, it pays."
HEAT SOURCES

The heat that has heen produced is lost out of the nome at a rate that is
dependent on the outside temperature and the construction of the home.

HEAT LOSSES

16



TYPE OF INSULATION

Fiberglass Batts or
Blankets

Cellulose (Blown)

Urethane Foam

Urea-Formaldehyde
Foam

R VALUE per INCH

37

35

6.7 (ave)

46 (ave)

INSULATION CHART

ADVANTAGES

Do it yourself installation
Stable R-value

Non-corrosive; non-flammable
Does not eﬁpand or contract
after installation.

. Inexpensive

Seals itself quarding
aganst empty spaces

High R-Valua upon
inStallation

2. Forms tight bond to

building materials.

1 High R-Value

RECOMMENDED R-VALUES FOR MEA SERVICE AREA

R-38
R-19

N

o1 BN w

=

DISADVANTAGES

Can be irritable to the skin
Can leave empty space if care
Is not taken on Installation.

. Has a tendency to settle which

lowers %—Value .
a bg, lammable or corrosive
epen mg on manufacturer

. Greatly atfected by air currents

. Expensive

. Flammable _

. Loses R-Value as it ages

. Rﬁleas,es doadly cyanide gat

when It burns

. Has a tendency to expand with

age after curing.

If not properly mixed will release
formaldehyde fumes (heelth hazard)

2. Has reputdtion of shrinking with
age.
3 C%re time must be strictly controlled

R-22
TRIPLE GLAZED These Values Apply Whether You Heat With Oil. Gat, Coal, Wood, or Electricity.



APPLIANCE GUIDE

Following are approximate wattage
ratings for typical appliances and
estimated kilowatt-hour usage per
month for an average family of

four.

MAJOR ELECTRICAL
APPLIANCES

Water Heater

Refrigerator/Freorcr (14cu.ft)

Refrigerator/Frpezer
(frost-f'Te 14 cu.lt.)

Frec/or (15 cu.ft.)

Frcc/cr (frost-free 15 cu.ft.)

Ran”o

So!f-Clean Cycle

Microwavo Oven

Clothes Dryer

Clothes Washer (incl.hot water)

Dishwasher (incl. hot water)

ELECTRICAL HOUSEWARES
Coffeemaker

Blender

Fry Pan

Crock Per

Toaster

Toaster Oven

HOME ENTERTAINMENT
Radio

Record Player
Tolovision/U&W
Telovision/O&W (solid state)
Telcv«sion/Color
Television/Color (solid stnto)

OTHER SERVICES
Clock

Bod Covering

Hnir D ryv Blower
Portable Hoator

4.500
325

BOO
350
1.150
240
1.150
1,500

GO
1G0

55

350
200

mo
1.000
1,300

Est KWHi
Avorago consumed
Wattage monthly

500
112

12

15

10

30.

10
G3
36

15
55
14

18

“YOU CAN FIGURE IT OUT”

Use the information provided in the
Appliance Guide to compute your

estimated kilowatt-hour usage per
month.

Average hr*./mo. KWHs
Wattogo X usage t 1.000 m used/mo.

Television/Color
550 watts x 128 hrs'mo.® 44.800-1 1 00-45 Kwh



If you take the time to develop a
good energy consciousness, you
can save. Put your conservation
efforts where they count.

cnhl

through the tiniest crack with chilling

Warm air run escape into anlii”

efficiency,

WATER HEATER

Operate food disposers with cold
water.

Operate dishwasher and
washers with full loads only.

clothes

Wash clothes in a cold or warm
water wash.

Install a flow restrictor in your
shower head.

A 3-minute shower uses less
energy than a full tub bath.

REFRIGERATOR-FREEZERS

Frost shouid be removed when it
is &-inch thick.

When frost gets thicker the
refrigerator becomes less efficient
and uses more electricity.

Be sure your refrigerator door is
air tight. Check gaskets.

Avoid opening the refrigerator
door more frequently than
necessary.
LIGHTING

The amount of light a bulb gives
off is measured in lumens. The
most efficient light is one that
gives off the most lumens per
watt. Carefully study bulb
packages.

Turn lights off in unused rooms or
when leaving a room.

Fluorescent tubes are more
economical to operate than
incandescent.  Fluorescent lamps

produce up to five times as much
light for the same energy, and last
up to ten times longer.



Utility bills can also be affected by your electric energy use and
one or more of the following:

CONDITIONS BEYOND YOUR CONTROL OR KNOWLEDGE

Seasons of the year Longer billing periods
Light and weather Defective house wiring
Daylight Saving Time The number of days between
Five-weekend months meter readings sometimes
varies
CHANGES IN NORMAL LIVING CONDITIONS
Size of family Roomers
Average age of family Hired help
Visiting relatives Sickness or convalescence
Children - new babies Special diets
Changes in living habits Therapeutics
Spring cleaning Guests and entertainment
Vacations Sporting or special events
Repairs or renovations on television
APPLIANCES
New appliances installed Excessive use of hot water
Additional use of older Leaking hot water faucets
appliances
Frost on refrigerator unit Exposure of hot water pipes
Defective appliances to air
-shortage of refrigerant -clogged air filters in furnace
Inefficient use Excessive househeating
-oven for househeating -thermostat control setting

NEW HOME OR APARTMENT

Larger than former home Larger heating equipment
Windier or colder location ~ Manual heating controls
More heat leakage through  Larger water heater
windows Ceilings not adequately
Less weatherstripping, insulated
fewer draperies

Mnr.CA
A/ viiH lo nu‘
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CONSUMER & TEfST SUGGESTIONS
or

Part 16

MEA recommends that a
consumer arrange to have a
qualified electrician check their

electrical wiring should there be an

Turn off all circuit
breakers including the
mamj usually found
directly below the
meter. The meter
should stop completely
without making
another revolution.

Stepl:

With all circuit
breakers off turn on
the mains. The meter
should remain stopped.
If the wheel turns,
even slightly, it would
indicate some leakage
between the mains and
the circuit panel. Call
your electrician to
replace wiring.

Step 2

Step 3: With  the mains on
proceed to turn each
circuit on separately
with all the others still
off. If one should
make the meter move
determine what that
circuit’s for and
disconnect, if possible,
any appliances. With
nothing apparent on
and the meter is still

Not all electrical problems arc easy
to find. If you have any further
questions on any of the above
don’t hesitate to call vyour
electrician or MEA offices: Palmer

SHORTS, HIGH BILLS, and SHOCKS

indication of short circuits or
shocks. However there are a few
checks the homeowner can make
safely.

turning it could be an
indication of a partial
short.  Whenever the
wheel in your meter is
turning it indicates
electrical current s
flowing somewhere.

If all the circuits
appear to be correct at
this point, high use or
shocks could be caused
by faulty appliances.
Check anything that
works automatically
such as water pumps,
water heaters, heat
tapes, freezers and
refrigerators, and
electric heaters such as
well house, car, or small
room heaters. Other
things to consider
would be frost build-up
in wall outlets and
switches, uninsulated
hot water pipes,
anti-sweat valves on
toilets that can cause
excessive use of hot
water, or anything that
has recently not been
functioning as it
should.

745-3231, Eagle River 694-2161,
and Big Lake 892-6021.
Remember, be careful around any
electrical wiring.

Step 4:

21



FUSES AND BREAKERS ARE
SAFETY VALVES

A blown fuse or a tripped
circuit breaker is a signal that
something has gone wrong with
your electrical system and should
not be ignored. If it happens
fiequently, it could run up your
electric  bill, cause appliances to
give poor service, or set fire to
your house.

There are four types of
circuit failure. The following will
tell you how to identify and
correct each type.

WHY DO CIRCUITS FAIL?

1. Loose connection. A screw may
be loose in the socket into which
the fuse is inserted. If the bottom
of the fuse is severely discolored
or pitted, you have a loose
connection. After making certain
that the main switch s
disconnected, tighten screw in
bottom of fuse socket.

2. Improperly seated fuse. If the
fuse window shows no evidence of
a blown fuse or if bottom of fuse
is not pilled or discolored, the
fuse is cither not scaled properly
or is not long enough to make
contact. Replace with another fuse
that will make contact.

3. Short circuit. If the window of
the blown fuse is discolored, you
have a short circuit. This means
tlut somewhere on this circuit, a
bare wire is touching another bare
wire or other metal. In circuits
protected by circuit breakers or by
cartridge-type fuses, there is no

22

visible clue as to what might be at
fault but the procedure to follow
is the same.

(A) Unplug all lights and
appliances served by the blown
circuit-in other words, all lights
and appliances that don’t work.

(B) When the circuit is clear,
replace fuse or flip the circuit
breaker switch back on.

(C) Turn each lamp or appliance
on one at a time. When you reach
the faulty lamp or appliance, the
new fuse will blow or circuit
breaker will trip. Examine the
lamp or appliance and you will
probably find the bare wire in a
frayed cord or in the wiring of the
appliance. Repair it and your
problem should be solved.

(D) If the new fuse blows or the
circuit breaker trips when the
circuit is completely clear, there is
a short in the wiring of the circuit
itself, and the wiring will have to
be repaired or replaced.

4. Overloaded circuit. If the
window of the blown fuse is clear,
you have an overloaded circuit.
This is the most common cause of
circuit failure. In circuits
protected by breakers or
cartridge-type fuses, there is no
visible clue but the procedure to
follow is the same. There arc two
types of overloads

(1) TEMPORARY OVERLOAD.
The typical temporary overload
exists when a motor Kkicks on
because, during starting, an electric



motor will draw about three times
its norma! current. You can
remedy this by using a time-delay
fuse of the correct size (either 15
or 20 amp.). Its purpose is to
absorb temporary overloads
without blov/ing. If it does not
blow with everything on the
circuit turned on, then you had a
temporary overload and the
problem has been corrected. In
circuit breaker systems, the
breakers will absorb temporary
overloads without tripping.

(2) CONSTANT OVERLOAD. If
you determine from your tests
that the overload is not temporary
and continue to experience circuit
failure, you can either shift some
appliances from the overloaded
circuit to another circuit or add a
new circuit or circuits to your
system.

It is advisable at this point to
make a survey of all circuits so that
you know how big a wattage load
each is carrying. Number each fuse
or circuit breaker number 1,
number 2 etc., then follow this
procedure:

(@) Turn on all of your lights
and be sure all bulbs arc burning.
Remove fuse number 1 and go
through (lie house marking a No.
| on the chart for every light
that’s out. Do the same for all
wall outlets, using a night light to
make sure which receptacle outlets
arc on the circuit being tested.

(b) Make a list of the
wattages of everything served by
this circuit and list them in the
column for the number | fuse.
The wattage of an appliance is

23

usually shown on the name plate
or underside. If amperes is shown
instead of wattage, multiply
amperes by 120 to convert to
wattage (example: .75 amp. X 120
volts 90 watts). If only a
horsepower figure is given,
multiply horsepower by 746 (1
horsepower equals 746 watts).

(c) Repeat steps (a) and (b)
for each circuit. Don’t overlook
closets or tools and appliances that
are not permanently on such as
fans, furnace motors, sump pumps,
air conditions, etc.

(d) Add up the wattages of
the lights and appliances on each
circuit and figure the various
appliances that might be plugged
in at one time. If, for example,
you find you have a circuit with a
15 amp. fuse and 14-gaugc wire
with an estimated load of over
1650 watts, you have an
overloaded circuit. A circuit using
a 20-anip. fuse and 12-gauge wire
should not carry more than 2200
watts.

Circuit breaker switch. When
overloads or shorts occur, it will
switch off automatically. Reset it
immediately after correcting
trouble.



How ordinary fuse works

This is a standard plug-type fuse.
The current passes through the
metal strip running across face of
fuse. It is designed to protect the
circuit against shorts and
overloading.

Fuse blown by short circuit. Metal
strip is instantly heated to an
extremely high temperature,
causing it to vaporize. Fuse
window discolors.

Fuse blown by overload. Metal
strip overheats and melts at the
weakest point, breaking flow of
current to circuit. Fuse window
remains clear.



Part 18

Every so often we, at MEA,
have something happen along an
electric line right-of-way that
serves to remind us that there is
often confusion in someone’s mind
as to what the actual significance
of an easement is, what rights it
grants to MEA, and what rights
are retained by the land owner or
grantor.

When a property owner
grants an easement to MEA for
the purpose of constructing an
electric distribution line, he is only
giving MEA the right to enter the
Eroperty, remove obstacles such as
rush and trees, place its electric
lines or cables on or under the

land surface, and perpetually
maintain the facilities. The land
owner agrees in granting the

casement not to place anything
that would interfere with the
operation of an electric line or
cable. Examples of things that
could interfere are buildings, TV
antennas, or high signs and fences.

The owner reserves and
retains all the other rights to the
land and is free to do with it as he
wishes. Me can improve it, till and
farm it, or anything else that
doesn't interfere physically with
the line or its maintenance and
operation.

Some persons arc under the
impression that when MEA enters
the land on the strength of an
easement that the Association has
acquired the right to do as it
pleases to the exclusion of the

25

EASEMENTS

control of the owner. This is not
true. For example, contrary to the
belief of many, no one but MEA
has the ri?ht to enter the owner’s
land. The line right-of-way is not a
public access route! This mistaken
belief has been the source of
controversy and has resulted in
what amounts to acts of trespass
and violation of the rights of the
land owner. We strongly emphasize
this point. Pole line easements on
private property do not
create public access and r.o one has
the right to enter the property
without the approval of the
property owner. Everyone is
cautioned that the land owner
retains the right to control his
land against tresgass by anyone
who docs not have permission
from the owner.

Historically, during its more
than 35 years of service to the
membership, MEA has relied
heavily on casements to provide
rights-of-way for its distribution
lines. Free casements granted by
land owners, most of whom arc
also members, have been a major
factor in the continuing effort to
keep costs down. Continued
violations and acts of trespass
upon the properties of private
owners will result in increased
reluctance by the property owner
to grant easements to MEA for
new lines in the future and will
work to drive everyone’s cost of
service up.



Part 19
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Why do | have lo become a
member to have electricity?
The by-laws of this electric
cooperative require that each
person receiving electric
service from the cooperative
be a member. A membership
in the cooperative is similar
to a share of stock in a
corporation.

Does this mean that | am

part owner of the
cooperative?

Yes. This cooperative is
owned by the people it
Serves.

Does my membership entitle
me lo a dividend?

No. The cooperative operates
as a non-profit organization
and dividends to its members
are paid in the form of
low-cost electricity and
capital credits. (See MFA
Bylaws, Article VII,
Appendix B to this manual).

26
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A.

QUESTIONS AND ANSWERS

Am 1 required to pay a
deposit in addition to my
membership?

Yes. Your cooperative
requires an account deposit.

Are memberships and
deposits refundable?
Yes. Membership and

deposits are 100 per cent
refundable after the payment
of your final electric bill.
However, no interest is paid
on any deposit.

Are consumers who
energy bhills

disconnected?

Yes, after a due process,
service is disconnected if the
account is not paid.

pay
late

When the* electric
cooperative representative
visits to collect late
payment, arc there extra
charges?

Yes, a fee is charged for a
visit made by a Co-op

representative to collect or
disconnect a consumer.
Where can | pay my electric
hill?

At a cooperative office:
Bugle River, on Old Glenn
Highway; Big Lake, Mile 51,
Parks Highway; Palmer on
Industrial Way; and al all
Matanuska Valley Federal
Credit Union offices. MEA
offices arc equipped with
night depositories for the
convenience of consumers.
Can | pay by mail?

Yes, you may mail your
check or money order.
However your payment must
he received by the due date
marked on your bill so mail
early.



Whal should 1 do if my
electricity goes off?

Call your neighbor to see if
they are without service. If
their power is still on, iv
could be your fuses or
circuit breakers. Check to
see if your fuses arc good.
Whom should | call if my
electricity is off and | have
found my fuses to be good?
Call the local MEA office
and give the message to the
person who answers. If it is
after office hours, call one
of the after hours numbers
listed ligicin.

Where docs the Cooperative
get the money to construct
its buildings and lines?

We borrow money from the
Rural Electrification
Administration on long-term
notes. This money must be
repaid to REA with interest.
The system is used as
security on these loans.
Additional money is
horrowed from the National
Rural Utilities Cooperative
Finance Corporation.

1 have heard that
cooperatives do not pay
taxes. Is this true?

No. Cooperatives pay all
taxes that are applicable to
any business. But, because
your cooperative is operated
as a non-profit organization,
there is no income tax
payable. A gross receipts tax
Is paid to the State based
Upon gross revenues.

Do we build underground
distribution lines?

Yes. Underground electric
services are available for
residential, commercial and
industrial accounts.
Member-consumers requiring
" nderground service must
pay the construction cost
difference between overhead
and underground hook-ups.

Winter 7112 (mi mam '/ |
ril/it}ire Mm1 ki, viowfillor i Ini'
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How can | know that my
electric meter is accurate?
The cooperative considers
them to be accurate if they
are within two per cent plus
or minus when tested. Meter
tests will he made at the
request of the consumer for
a nominal charge. All meters
arc tested prior to initial
installation.

What is required in the way
of electrical wiring?

MEA has published a Service
Assembly Guide which gives
requirements for service
construction. All wiring on
the owner’s side of the
meter is the responsibility of
the service owner. We
suggest close attention be
given to wiring to insure safe
conditions exist.

28
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A.

Is temporary electric service
available?

Yes. Provisions have been
made to provide temporary
electric service for consumers
who have a need for it. Full
details on this can be
obtained front the offices.

If the current goes off, is the
Cooperative liable for
damages that might be
incurred as a result of the
power interruption?

No. Because the Cooperative
cannot guarantee one
hundred per cent continuity
of electric service. Forces
beyond the control of the
company such as automobile
wrecks, storms and freezin

rain and other acts of Go

make it impossible to
operate without some power
interruptions.

Am | responsible for the
Cooperative’s property?

All meters, service
connections and other
equipment furnished by the
cooperative shall be, and
remain, the prOﬁerty of the
cooperative. The member
shall provide a space for and
exercise proper care to
protect the properly of the
cooperative on his premises;
and in the event of loss or
damage to the cooperative’s
property arising from neglect

of members to care for
same, the cost of the
necessary repairs or

replacement may be billed to
the member.

If for some reason | feel the
service is unsatisfactory, what
can | do?

The member should notify
the cooperative immediately



if the service 7
unsatisfactory for any
reason, or if there are any
defects, trouble or accidents
affecting the supply of
electricity. Such notices, if
oral, should be confirmed in
writing.

Must | notify the
cooperative when | move?
Whenever a change of
occupancy or of legal
responsibility takes place on
any premises, written notice
of such change must be
given to the office within a
reasonable time prior to the
date of such change, or the
outgoing member will be
held responsible for all
service supplied until such
notice has been received by
the cooperative.

Should I inform the
cooperative when | add a
new load?

The member should inform
the cooperative if possible of
any unusual or additional
load in advance of
installation. This will enable
the cooperative to upgrade
facilities when necessary for

the continuance of
dependable, uninterrupted
service.

Must | furnish an casement?
Each member is asked to
sign an casement giving the

cooperative the right to
construct the necessary
facilities.

What are the rights of your
electric cooperative to
members’ premises?

The cooperative shall have
the right to enter upon the
premises of the member at
all reasonable times for the

.

*r

v

of reading,
repairing or
removing the metering
devices, appliances and
wiring of the cooperative.
The member shall not permit
access to such devices to
other than authorized
representatives of the
cooFerative. The member
shall obtain and grant all
necessary permission to
enable the cooperative to
install the service and carry
out its contracts.

purpose
inspecting,

MM! ;a

Fillii/HK . fllllity
nrst/mial I C.y
i I'nid,a, (o tiod i I\s
‘w o el HElie o onlll



Part20 STATEMENT OF NON-DISCRIMINATION nfa*

Matanuska Electric
Association, Inc. has filed with the
federal government a Compliance
Assurance in which it assures the
Rural Electrification
Administration that it will comply
fully with all requirements of Title
VI of the Civil Rights Act of 1964
and the Rules and Regulations of
the Department of Agriculture
issued thereunder, to the end that
no person in the United States
shall, on the ground of race, color,
or national origin, be excluded
from participation in, be denied
the benefits of, or be otherwise
subjected to discrimination in the
conduct of its program and the
operation of its facilities. Under
this Assurance, this organization is
committed not to discriminate
a%ainst any person on the grounds
of race, color or national orl?m in
its policies and practices relating
to applications for service or any
other policies or Bractices relatin
to treatment of beneficiaries an
participants including rates,
conditions and extension of service,
use of any of its facilities,
attendance at and participation in

any meetings of beneficiaries and
participants or the exercise of any
rights of such beneficiaries and
participants in the conduct of the
operations of this organization.
Any person who believes
liimself, or any specific class of
individuals, to be subjected by this
organization to discrimination
prohibited by Title VI of the Act
and the Rules and Regulations
issued thereunder may, by himself
or a representative, file with the
Secretary of Agriculture,
Washington, DC 20250, or this
organization, or all, a written
complaint. Such complaint must
be filed not later than 90 days
after the alleged discrimination, or
by sucii later date to which the
Secretary of Agriculture or the
Rural Electrification
Administration extends the time
for filing. Identity of complainants
will be kept confidential except to
the extent necessary to carry out

the purposes of the Rules and

Regulations.

Matanuska Electric Association, Inc.
P.0. Box 1148

Palmer, Alasl'a 99645



of twenty-one years or more and citizens of the United States of America
and residents of the State of Alaska, do hereby associate ourselves together
for the purpose of forming a non-profit cooperative association under and
by virtue of Articles VII, Chapter XI of the Compiled Laws of Alaska,
1933 and all laws amendatory thereof and supplemental thereto, and do
hereby adopt the following articles of association:

ARTICLE |
The name of the Corporation is MATANUSKA ELECTRIC ASSOCIATION, INC.

ARTICLE Il

The object or objects and purpose or purposes for which the
Corporation is formed are; ] J purp purp

@ to rgenerate manufacture, purchase, acquire ?nd accymulate electric
energy; to transmit, distribute, furnish, sel and dispose of such
electric ener e}/; and to constryct erect,_ﬁurchase, |ease as |Iesaee and
i any manfer acquire, own, hold ", maihtain, operate, sell dispose
of, lease as lessor, exchange and mort ageglants, bulldmgs, works,

ma tyner}/, su(m)l £s, aBPar tus, equipnent and electric transmission

and distribution lines or systems ecessa[y, C nv?ment_or useful for
carrying out and accomplishing any or all ‘of the foregoing purposes;

(b), to Fc uire, own, hold, use, exercist, sell, mort age, plodgo,
h}/, otftecate "and in any' manner djspose of francnises, nqh S,

g ivileges, licenses, ri ht?, of way and CaTem?nts necessary, useful, or
gpro riate to accomplish any or all of tho purposes of the
corporation;

(c) to purchase, receive, lease as lessee, or in any other mannor acgmre,

own, hold, Pwamtam, Use, conveg,, sell, Iere as Iesgor, exchange

mort_gaqe, pledge or" othérwise dispose of any and all real and

peujnal property or any Interest theroin necessary, useful or
Sﬁpgggeréate to enable tho torporation to accomplish any or all of its

(d) to assist its mombors to wire thejr Bremises and install therein
electrical and plumbing appliances, fixtures, machinery, supplies,
m)aratus and e u|lome,nt qf anK and all km?s and character

cIude, without limiting the (I]o oralily of tho foregoing, such us
ore agplcable to_ water~ supply and ‘sewage dispasal)” and,. In
connection thorcwith and for Such purposes, to purchoso, acquiro,
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lease, sell, distribute, install and repair electrical and plumbrnd
?plrances fixtures, machinery, supplies, aRparatus and equipmen
0 and all kinds and character' (includi P without limiting the
enerality of the foregorn such as are applicable to water sugpley
nd se a% drs[%osalz receive, acquire, endorse

guarante ypothecate, trans er or otherwise dispose 0 no 0S and
other evidences of indeptedness and all security therefore;

©) to horrow mone@{) to make and jssue bonds, notes and other
evidences of  indebtedness, secured or unsecured, for money
borrowed or in payment for roperty acquired, or for any of the
other obgects or urgposes of t ecor ratron to secure the }/ment
of such bonds, notes or other evidences of rndebtednes ){ tgfa%e
or mort ages, ‘or deeds or dee sof trustupon or ){ edge
other |e on, any or all rpertal rog S, prereges and
permrts tecorporatron W ereso ver situated, acquired or t
acquired;

to do and perform anzvand all acts and things, and to have end
exercrse any and aII o ers as ma he necess rZ or convenient fo
e

38?%}} %y t eact under whrch t%e%orn or%ut 8n rssfoorrmead may be

ARTICLE 1l

Section 1 The Corporation is formed without any purposo of
pecuniary profit to rtself and shall heve no capital stock.
Section 2. Each member shall be entitled to one %vote and no
more upon each matter submitted to a vote at a meeting of the members. At all
eetings of the members at]whrch aquorum reresent eII uestions shall be ﬁecrded
av te of a majority of the members voting thereon rnB Son, excePt as otherwise
aut orized by la and provided in the Bylaws. If a hushand and wife hold a joint
members IPn thgy shall Horntlgr bo entrtlrfe to one elr) vote and no more upon each
rratter submitted to a vote at & meeting of tho members.

ARTICLE IV

Section % xcept as ||m|ted elsewhere in those Artrcles or in tho
Bylaws ol the corporatron t usr ess and affairs of tho corporation shall be vestod
i’ and manogod and controlled by a Board or Direcotrs: and the Officors of the
?{poratron shall be a(fresrdent a ice- Ph sdd nt, a Troasuror and a Secretary. Tho
offices of Secretary aSn Treasurer may bo g} ttho0 s%gtre pe to shall be elected
r
annuall b\é and from tho Board of Orroctors \then a ersonh an any such otcrco
ceases 0a dHector ho\ shall cease to holg™ such office. An of cer may Re
romoved from offico and his successor oloctod in tho manner prescribed in’ tho

Bylaws.

Y Sectiop 3. The numbor of diroctors of the corporation shall not
bo less than five %G) each of whom shall bo a member of tho corporation or of
anothor cooperative “which is a member thereof. The Bylaws shall” proscribe tho
nurroor o| drr ctors tholr uahfrcatroné other than those rgroscnbed by law, the
manner of gmeetrn gs 0f the Board of Directors, an of electing successors to
directors who shall resign, die or otherwrse bo Incopobo of actrnd t each annual
mootrn%o tho mamp ors irectors shall bo elected by tho rRem or? 0 fill tile position
of dirottors whoso terms have explrod or 0ro exprrr lq of |oo during tho term
to which _thoy_aro olectod or until their successor s all have_been olacted and
rlgualrfred Tho,"Bylaws shall provido for the removal of diroctors from office o'id for
he election of their successors.
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_ Section 4, The Bylaws may provide for the division of the
terrltorgl served or to be served by this Corporation into two or more districts for 6n
Purpo? , mcludn&y without limitgtion, the nomination anﬂ election of djrectars an
he" election an f_unct|on|n% of district delegates. Suc dele%ates, who shall be

lect directors. The Bylaws shall prescribe the boundarle?

members,mag nominate and Th
of the districts or the manner of establishing ‘Such boundaries, the manner o
ﬁh such district shall f n?tmn. No

changing such boundaries, and the manner in whi
memgergat any district meeting aanno &stnct ge egate at any meeting shall vote by
proxy or by mail, , , . , .
_ , Section 5. Directors shall not receive any salaries for their
services.as directors and, exceevt, In emergencies, shall not receive any_salaries for their
service in any other capacity without the approval of the members.” The bylaws mag
nowever, apr scribe a fixed  fee for attendance at each meeting of the Board of
Directors and may provide for reimbursement of actual expenses ol attendance.

ARTICLE V

Sectjon 1. (Repealed April 27, 1974
Section 2. (Repealed April 27,197
Sectjon 3. Rﬁ ealed Ap[)ll 217, 197
o Sectjon, 4. Bylaws may be adopted,”amended or repealed b¥ tho
affirmative_yote of a ma or|t¥] of those mémbers voting. thereon at a meetln% 0 thg
membors. The notice of such meeting shall have contained a copy of the propose
adoptions, amendments or regeal. , , ,
, Section b. The B¥Iaws of the Corporation may define and (ix
other duties and responsibilities of the members and prescribe other terms and
conditions upon which members shall be admitted to and retain membership in the
Corporation, make provisions for anpual and special meetings of members and
directors and notices thereof, provide for methods of voting, quorum requirements,
and any other matters relating to the internal orﬂamzanon and m,ana%e ent of the
Corporation, provided that such provisions shall not be inconsistent with these
Articles of Incorporation or tho laws of the State of Alaska.

ARTICLE VI
The term of oxistence of the Corporation shall bo perpetual.
ARTICLE VII

Tho principal place of business of tho Corporation shall he at
Polmor, Alaska.

ARTICLE VIII
Tho Corporation may omond, alter, chango or repoal an
' ge Articles gf t thge P ¥

Rros sions contained in tho Incorporation in manner now o
oreafter prescribed by law.
ARTICLE IX

. ~_Tho nomos and addresses of tho incorporators who shall
constitute the first Board o? nE)noctors are us Foﬁ P

OWS:
Welter E. Huntley Palmer, Alaska
Ross L. Sheoly Pa|mer, Alaska
Laurence Arndt Palmor, Alasko
C. Earl Albrech Pamor, A astza
Edward I. Winec Polmor. Alaska

quadruplicate this F|W5MWE?MWE1%§1W° o hereunto sot our hands n

Waltor E.Huntley, Ross L.Sheoly, Lauronce Arndt, C.Ee;l Albrocht, Edward I.Wineck
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BYLAWS
OF
MATANUSKA ELECTRIC ASSOCIATION, INC.
(As Amended April 27,1974)

ARTICLE |
MEMBERSHIP

o SECTION 1. Requirements for. Membership.. An%/ person
Bartnershlp, firm, assqciation, corporation, or body politic or sybdivision theréof wilf
ecome a member of Matanuska Electric Assoclation, Inc. (hereinafter called the
"A,stsr(])mayor{") upon receipt of electric service from the Association, provided that ho
or It has first:

Made a written application for membership therein;
h) Agreed to purchase from> the Association electric onorgy as

a
hereinafter specifié(i , ,
, _ éc) A%reed fo comply with and be bound by the articles of
mdcor odr%tloph ag gyl V\éS of the Association and any rules’and regulations
adopte e Board:
prea by (?is Paﬁg the membership fee hereinafter specified.

o No member may . hold more than one, membershig in the
Associatjon, whether hold by an individual person or held Jomtlg bg husband and
\i’\r’1|fteh’eggd5 )ﬂgwn;embersmp in "the Association shall be transferable, 0xccpt as provided

SECTION 2 (Repealed April 22, 1972)

. %ECTION 3. Joint Membership. A husband ﬁnd Wifemog aspplgl
for a joint mombors |tp,and, subject to their complignco with tho requjrements et
forth In Section 1 of this Article, mag/ bo accepted for such membershw. The term
"rqgmbor"_ 0s.usod |n those Bylaws shall be do n]ed to mchude, hushand apd wife
holding o joint membership and any provisions roloting to tho rights and liabjlities of
memh rsh;&,s,hull aﬁgly equally with respect to tho holders of aéomt membersh|g.
Withgut limiting tho ‘gen rahz of tl]1e Loroyom%, the effect Of tho herejnafter
%&?gflsed actions by o< In rospéct of tho nolders of a joint momborship shall bo as

WS:

(8) The presenco at. a meeting of OithO\' or both shall bo ro%ai,dad &
tho. gresonco of ono member and shall constitute o joint Waiver of
notice of thu mooting; o ,
(b),Ehﬁ)t vg%g of eithor separately or both jointly shall constitute ono
Int vote; o , , »
(c)JA waivor of notico signed by eitltor or both shall constitute a joint

wawor, . .
d) Notice to eithor shall %opstnut,e notice to hoth; ,
a) Expulsion of either shall terminate the joint memborship;
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f) Withdrawal of ef  rshall terminate the joint membership; and
gl Either but not both ma)( be elected or“appointed as an officer or
B?f"’.‘ég member, provided that both meet the qualifications for such

_SECTION 4. Conversion of Membership, () A membership may
be converted to ajoint membership upon the written request of the holder thereof
and the agreement bPI such holder and his or her sgou(?e tog%mpw with the Articles
of Incorporation, Byfaws, and Rules and Regulations adopted by the Board. o

, Upon the death of either spouse who is a partx{ to the joint
membership, such membership shall be held solely b%/ the survivor. However, the
estate of the deceased shall not be released from any debts due the Association.

SECTION 5. Membership Fee. The membership fee shall be five

(5) dollars. , SECTION 6. Purchase of Electric Energy. Each member shall, as
soon as electric energy shall be ayailable, purchase from thé Association all electric
energr used on the premises specified in his apﬂphcatl,on for membership and shall gay
theréfor at rates which shall from time to time be fixed by the anrd. It Is expre s!y
understood that amounts paid for electric energy in excess of the cost of service are
furnished bg members as,ca;tntal and each member shall be credited with the capital
so furnished as provided in these bylaws. Each member shall pay to the Association
such minimum amount regardless of the amount of electric energ)f consumed, as shall
be fixed by the Board from time to time. Each member shall dlso pay all amounts
owed by him to the Association as and when the same shall become du€ and payable.

, SECTION 7. Termination of Membership, (3) _AnIy member may
withdraw from membership ugon_ comﬁhance with such uniform terms and
conditions as the Board may prescribe. The Board may, by the affirmative vote of
not luss than two-thirds of all the members of the Board; expel any member who fails
to complg with any of the provisions of the Articles of [ncorporation, Bylaws, or
Rules and Regulations ,adogted by the Board, but only if such member shall have
been given written notice %/ the” Association that suchi failure makes him liable to
expulsion and such failure shall have continued for at least ten days after such notice
was given. Any exPeIIed member may he reinstated by vote of the Board or by vote
of tho members at any annual or special meeting. The membership ol tho mémber
who has ceased to purchase energy from the "Association may be cancell | hy
resolution ol the Board. , , ,

, b) Upon the withdrawal, death, cessation of existon¢n or
expulsion of a member, the membership of such member shall thereupon terminate.
Termination of membership inany manner shall not release a member or his estate
from any debts duo the Associationi. o o

(¢) In case ol withdrawal or termination ol membership in yn
manner, tho Association shall tepuy to the member the amount of tho membersmg
fee paid by hlm,UPYOVIded, however, that tho Association shall deduct from the
amount of "the membership loo the amount of any dubts or obligations owed by the
rnomber to the Association.

ARTICLE Il

RIGHTS AND LIABILITIES OF MEMBERS

fior SECTION 1 Property Intarest of Muntbots. Upon dissolution,
. (a) All debts and liabilities of the Association shall hove been

paid, and _ ,

retired as providud (??1 tl_!)sga%%lw&lr%soheperﬁgirr%%h EgFt)reorqageanahaélss‘lett%vuofb%%g

Association” shall bo distributed” umnng tho mumpors and former mombers in tho
proportion which tho aggregato patronage,of each bears to tho total Ratronage of oll

members durinn fhe ton T10) years naxi pteceding thu (Into of the filing of tho
cerRHcate 0 rr]|sso tion, or, ?f ¥ﬁo Association s%]?not hgvo hoon in emstgonco For
such period, duting tho period of its existonco.
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_ SECTION 2 Non-liability for Debts of the Assocjation. The
Prlvate grogert%/ of the members shall be exemlpt from execution or other liability for
he debts of the Association and no member shall be liable or responsible for any
debts or liabilities of the Association.

ARTICLE 1Nl
MEETING OF MEMBERS

SECTION 1 Annual Meeth. The annual meeting of the
members shall be held during, the month of April” of eacli %ear beginning with the
year 1969 at an){ place served by the Association, as selected by the Board and which
shall be desgna ed in the notice of the m,eetmfg, for the purpose of electing board
members, passing upon reports for the previous fiscal year and'transacting such other
business as may come hefore the meeting. It shall be’the responsibility of the Board
to make ade%uate plans and #reparanons for the annyal meetm%. Failtre to hold the
annual meeting at the designated time shall not work a forfeiture or dissolution of

the Associatiol. SECTION 2. Special Meotings. Special Meetings of the member
. Speci ings. | ings S
may be called by resolution of thepBoard, or ugon szr?tten re(i est signed %y an
three board members, bY the President, or by ten per centum (10%) or"more ‘of all
the members, and it shall thereug,on be the d tg/ ot the Secretaly to cause notice of
such meeting to be given as her mafher&rowd, d. Special ,meetwglg% of the mempber
maY ho held’ at any place served hy the Association s designated by tho Board an

shall be specified in the notice of the special meeting.

_ _ _SECTION 3. Notice of Members' Meetings, ag Written or
printed notice stating the place, day and hour of the meeting and; in case of a sgeual
meeting or an annual meeting at “which business requiring sPemaI notice is to be
tran?ac ed, the pur[pose orgur 0ses for which the meeting Is called, shall b dellv?r%d
not less than tweng (gﬁ) ays nor mqre than fhor%/, $40 da%? before tho date of tho
meeting, either personally or’by mail, by or at the direction of the Secretary or upop
a defatlt in d,utg by  the _Secretar%, y tho FtJersons c,allmg the meeting, to, each
member. If mailed, such notice shall be deemed to b%_dehvere when deposited in tho
Unite S][atﬁs mail, addresseq to tho member at |s,5d ress.as It appears on the
records of the Association with postage thereon prepaid. The failure of any momber
to receivo notico of an annual or special meetmg of the members shall not ‘invalidate
any action which may be taken by the members &t any such meoting.

The membersh|P books o] thie Association shﬁll ho closed by
urder of the Board riot more than thirty-one (31) days prior to tho time of the
members' meeting, lor the purpose ol giving no FC 0f"such m?otm . Any momber
accoptbd for mo orshH) after such closing™of tho hooks shall not' ho ontitled to
participoto In such mooting.

SECTION 4. Quorym. While the Association has morg than ono
thousand $n1000) members, a quorum for tho transaction of business at all meetmﬁs
of the members’ shall bo fift 50) members, present mlperson. [t at any time tho
Association has less than ono thousand members, a quorum for tho trarsaction of
business shall ho five per centum (5%) of total numbor of members, present In
person. If loss than o quorum is present at an meetm_% amaf|0r|ty of thoso prosent In
porson may adjourn the meeting from time to time without furthir notice.

SECTION 5. Voting, (al Each mombor shall bo entitled to on|
ono vote uRon oach matter submitted to a vote at a meeting of the mombers. Al
uestions shall bo dccidod by a vote of a majority of tho m?m ers voting thcroon in
orson excopt as otherwise ‘provided by law, tho  Articles of Incorporation or thoso

laws.
Y . ﬁb) N Tho vota of n member which \ a partne
association, corporatlon, or body politic or subdivision the. oof, shall bo cast by no

Person except on 0 n?r, ollicur ar umployoo of such mombor,,whogo authority to act

or such mgmbor shall bu In writing, duly authorized and signed by tho vornmﬁ
authority of such mombor or b\ some officor empowered t0 do sp. Such writte
authority, which shall bo liled with tho Secretary or othor designated officer at oach
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meeting, shall constityte a certjficate of authority to act for ? uch member and in
nowise“shall be deemed a Proxy within the sgrrrt nd meanrn of these Bylaws.

SE Order o usrnes% The order of busrness a% the
annuaI meetrnd of the msmberr and, so far as possible, at all other meetrngs of the
members, snall be essentially as follows, except as otherwise determined by the
members at such meeting:

1 Report on the numbers of members resent in person in order
to determine the existence of aquorum.

2 Readrn? of the notice of them getin and the certrfrcat%of ho
Secretary or some other officer of the Assocratron that
notice of the meeting has been given to each qualified mem er
|SS%cC|cé)rlganoe with™ the provisions of the Bylaws of the

3. Rea%rnrg ppro ed minutes of previous meetings of the
membe s e ta Ing Of necessa actron therecn, unless

the memh er Ivote to dispense with such reag m&

4 Prgsceonntqatrlon and consideration of reports of officers, directors

5. Election of board members.

6. Unfinished business.

7. New business.

8. Adjournment.

ARTICLE IV
BOARD MEMBERS

SECTION L1 General Powers. The pusiness and affairs of the
Assocratron shall b Enana%ed by a board of five (5) members which shall exerorse |
of the power of the ASsociation except such os are b)( law, the Articles of
Incorporatron or these Bylaws conferred upon or reserved to the members.

SECTION 2. EIecthon and Tenure of Qffjce. Directors shall be
elected by ballot, by the members, at the annual meetings of the members, for terms
ol two years or until thoir_successors are elected and qualified, subject to the
rovisons of thoso Bylaws with rosoeot to the removal ol directors, Tho torms of
|rectorss a b stgg%ereg so that two shall b? electe in eve num ered years %n
three sh%I 0 elect num ored years. If an %ectron of board, mombers sha

not b on tho day designated ororn for the annual meetrng or at any
adjournment thereof as ecial eetrng of the mombers shall be held fof the purposo
of eectug oard mombers within ara%onable time thereafter. Board mombors shall
be elected by n plurality vote of the members

SECJION u%lrfrcatrons No person shall be oligible to

become or remain a board member of the Association who:

@1 Sg(())glaatltr)nnombor and hona fide rosidont in the area served by tho

(b) is in any waP/ omp Iol%/ed by or frnancrally interested in acombetrng
enterprise or a busiriess sellin Fctrrc energP/ or su gres o thu
Association, or a business primarily onPagod n soiling olcctrical or
&Ssnglgrgﬁo applrances fixturos or Supplie$ to i.te mombors of tho

Upon establishment of the fact that a board mombor is holdrng 0 olfico in violation
{pany ol the Iorogorng provisions, tho Board shall remove such board mombor from

of
contained in this sociion shal ofloct in o.iy manner
whatsoever tho validity on a%y acttron taken ot any mootnrng o# the % d Y

SECTION 4. Nominations. It shall bo tho dut y of tho Bourd to
appoint, not less thon forty (40) days nor more than sixty (GO) days boforo the dato
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of a mee,tmtg of the members at which Board members are to be elected, a?ommme
on nominations consisting of not less than five 15) nor more than eleven (11
members who shall be sélecteg from different sections so as to insure equitable
representation. No member of the Board may serve on such committee. The
committee, keeping In mind the principle of equitable representation, shall prepare
and post aH,the ?rmm al office ftEe Aasouatbon at | ash thH %30? gays hefore the
meeting a list of nominations for hoard members which shafl Include at least two
candidates for each ,board,{msnmn to. be filled by the election. The Secretary shall be
responsible for mang with the notjce of the ‘meeting, or separately, but at least
twenty (20) days before the date of the meetm?, a statément of the number of board
member, t0 be’elected and the names and addresses of the candidates nominated b
the committee on nominations, Any fifteen or more members acting together ma
make other nominations b R),etmon and the Secretary shall ﬁost such nominations 4t
the same place where thé list of nominatjons made b¥, the committee Is posted.
Nominations made tfy petition, It any, received at least Tifteen. %15) days before th
Bweetlng shall be included on_ the offlme%l ballot, Later nomin tl? S ?y etition shal
e treated as nominations from the floor. The chairman shall call’ for additiona
nominations from the floor. No member may nominate more than one candidate.

, %ECTION 5. Removal of Board emP,T,r kw Nombers. An

member mag bring charges against a board member and ||r]g ith t-e Secretar
such charges In writing “together with a petition signed by at Igast ten per centu

10%) ct the members or "300, whicheyer is the lesSer, may request the remova| of
such "hoard member by reason thereof. Such board member shall be informed in
wntmg of the charges &t least twent (202 days grlor to the meeting of the members
at which the charges are to be considefed "and shall have an opportunity at the
meetmg}to bn hearg In [%erson or persons bringing the char%es a tinsl him shall have
the same opportunity. The question of the removal of such board member shall be
considered and voted upon s+ the meeting of the members and any vacancy created
bg such removal mafy be filled by vote of the members at such’meeting” without
compliance with the foregoing provisions with respect to nominations.

, SECTION B. Removal of Board Member by Board of Directors,
Directors bsegt from thiue (3} consecutive re%ular board. meetings without I?ave of
ahsence granted by the Board'ol Directors may e summarily remaved from off ce by
the Board. The Board, In Its discretion, shall take such action by declaring the office
vacant and proceeding forthwith to fill 'such vacancy in dccordance with the
provisions of ‘Article |V, Section 7, of these leaws, rovided, however, that written
notice of such contemplated action has been given to and received by all the
Directors at least twenty-four (24) hours before ‘the time ol the meeting at which
such action is to he considered.

, SECTION 7. Va?anues. ,Subéect éo thu growsmnﬁ 0] thes
Bylaws with respect to the filling of vacancies. tause bg the removal of hoar
members by the mombors, a vacancy occurring in the Board shal| bo filled by, the
affirmative 'vote of u majority of tho remaining board mombers for the unexpired
portion of the term.

, SECTION 8 Compfn%atmn. Board m mﬁors shall not receive an
salary for their services ossuch, but shall, however, be paid the sum of twenty dollars
(S20.00) for attendance at each meetmg ol the Board. If authorized by the Boarg,
board Mmcmbors may also be reimburSed lor expenses actually and necossarily
Incurred in carrying out Association business or granted a redsonable , er diem
allowance by tho Board in lieu of detailed accounting for some ol these e,xpg ses. No
board. member sh?II recejve compensatjon for servm% thu Association in"any other
caPa,mty, nor shall an% close relative ol a board member rqcoivo compensation. lor
se vm? tﬂe Association, unless the ﬁqal}/men and arrhount qf comPen ation shall be
spemfcag/ authorized by a vote of th members or thu service by tho hoard member
or his close relative shallhave been certified by thu Board as I n‘'emergency meusure.
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ARTICLE V
MEETINGS OF BOARD

SECTION. 1 Regular Meetmgs A regular meetmg of the Board
shall be held without notice, immedidate!™ after, and at the same placé as, the annual
meeting of the members. A reqular meeb.ng of 'the Board shaII aIso be_held monthly
at the principal bdsmess office of the Assocratr% dat such time as esr@nat y the
Board. Such' regular monthly meeting may be held without notice otfier than such
resolution fixing the time thereof.

SECTION, 2. Special Meetrnﬁs Sgecral meetings of the Board
y be called ba/ the Presrdent or bg/ ang/ ree board members, and it shall
t ereu on be the duty_of th eSecretar cause notice of such meeting tq be given as
hereinafter provided. The President or board members calling the meeting shall fix
the time and place for the holding of the meeting.

SECTION 3 Notrce of Board Meeting. Written notice of the
time, place a"d nurpose of any special meetrng of the Board shall be delivered to each
board member erth rpersona h/ or by mail, by or at the direction of the Secretary, or
upon a default jn duty b y the Secretary, by the President or the board member
calling the meeting. If mailed, such notice hall be deemed to be de|ivered when
deposited in the United States mail addressed to the board member at his address as
It appears on the records of the Association, with postage thereon prepaid, at least
five days before the date set for the meeting.

SECTION 4. Quorum. A majority of the Board shall constitute a

%uorum rovrded that if Iess than such maéorrty of the Board is present at said

eetrn% jority of the Board present mzﬂ/ Aourn the meetrndf time to time;

rovided further, that the Secretary shall otrév any absent board members of

the trme and glace of such adj ourned eeting. act'of a majority of the board

members present at a meeting at which a quorum Is present shall be the act of the
Board, except as otherwise provided in these Bylaws.

ARTICLE VI
OFFICERS

SECTION 1 Number. The officers of the Association shall be a
Presrdent Vrce Presrdent Secretary, Treasurer, and such gther officers as ma
determined by ne Board from time'to time. The offices of Secretary and Trea urer
may be held By the same person.

SECTION 2 EIectron and Term of Offrce The officers shall bo
elected. by ballot, apnually ti %e oard at the meetmd of the Board he Id
immediately after the annua meetrnrhr oft e members. If tho election ot officers shall
not be, hold at suc meetmd such election shall be hold as_soon thereaf ter as
convenrently ay_bo. Each officer shall hold office untrI the first meetrn% 0f tho
Board follgwin thu next succe din anndal meetrnq of the members or until_his
SHCﬁegSO{, shfa!) ave been elect |, have qua rfr A vacancy in any office
shall be filled by tho Boaid for t eunexprred portron of tho term.

SECTION 3 Romoval of Officers and Agents by tho Board, Any
officer or agent. elected or appointed e Board may he removed b éhe Board
whonever in"Its judgment tho gst rntere ts of the Association will bo serveg th oroal
|n addrtron an mémber of tho Association may bring chargos agamst on officer ad
gf filing with toSecrorary such charges In writing together with a petition signed b
tén per centum 0%) of the mombers or 300, whichever is the lesser, may Te uost
the removal of such officer. The officer against whom such charges have been
brought shall be mforme in wrrtrn of tho charges at least ton (10% ays rfrror to tho
Boar meetrnrtr at which the ch %us are to Dbe considered” and shall have an
opportunity at tho mooting to be heard in poison or by counsel and to present
evidence in resPect of tho charges and the Person or Persons brrngrng the chargos
against him shall have the same opportunity. In"tho ovont tho Board does not romove
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such officer, the question of his removal shall be considered and voted upon at tho
next meeting of the members.
SECTION 4. Prosident. The President shall:

d) be the principal executive officer of the Associgtion and, unless
()othermspe detgrmmed by the members o* the Board, shall preside at
all meetings of the members and the Board;

(b) s|gn with the Secretary, any deeds, mort?a es, deeds of trust, notes

onds, contracts or otfier instruments aythorized gt e Boar( to be

execufed excep tm casesmwhmh the signing and xecution thereo

e exp rﬁssey delegated P y the Board or th ese Bylaws tg

some other orficer or agent of ‘the Association, or shall be Tequire
by law to be otherwise signed or executed; and

é]eneral perform all duties incident to the office of the President
o ns%ch other duties as may be prescribed by th oard from time
ti

ECTION 5. Vice Prosident. In the absence of th? Pre?|dent or
m the event of h| ma |I|d; y or refusal to act %he Vloe President shaI per orm the
duties of the Pre3| ent, and'when so acting shall have all tedpowerso and he subject
to all (She restrictions_upon the Presld%nt The Vice President shall also perform such
other duties as from time to time may be assigned to him by the Board.

SECTION 6. Secretary. The Secretary shall be responsible for:

a) keepin minutes of the meetings of the members and of the
@ E P Pn books prowsdeJ for that purgose

(b) seeing that all no %es are duly givenin accordance with these
bylaws or as required by law;

(c) the safekeeping of the corgorate books and recor  nd tho seal of
the Association and affi m% the seal o the Association to all
documents, the execution or which on behalf of the Association
under |ts seal Is duly authorized in accordance with the provisions of
these bylaws;

() kee{omo a register of the names and post office addresses of all
© mﬁnmg, with the President, certificates of membershn% the issue of
ich“shall have been authorized by the board or the members;

() keeping on file at all times a complete copy of the Articles of

Incorporation and Bylaws of the Association containing all
amendments thereto {wmch €0 shaII always_he open 10 tho

msR ectjon of an mcm or the ex ense of tho saomatlon
furhis m% a co of the Byl }ns and ofn amendments thereto to
any momber up roguosts; an

eneral erformlng all duties incident to the offico of Sgcreta%
%n su@ her dutieS os from timo to time may be assigned to hi

SECTION 7. Treasurer. Tho Treasurer shall be responsible for:
() custody of all funds and securities of the Association;

b) tho recoipt of and the issuance, of receipts for all monies due and
()payab?e t% tre Association and for thu deposit o?all such mon?es in
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the name of the Association in such bank or banks as shall be
selected in accordance with the provisions of these Bylaws; and

(c) _the general performance of all the dyties incident to the office of
Treastrer and such other duties as from time to time may be
assigned to him by the Board.

SECTION 8. Manager The Board ma appornt a manager who
may be, but who shall not he required to be, a mempe he Association, The
mana%er shall perform such duties and shall exercise such authority as the Board may
fromtime to time vest in him.

SECTION 9. Bonds dof Officers. The. Tre surer and a(p ther

officer or agent of the Assocratron char with responsrbrlrty or the custo

of its funds or prop ert¥ be bonded in such sum and with suci surety ast e

Board shall determrne he Board in its discretion majy glso reﬂurre ang other offrcer
%ent or .em H f the Association to be bonded In such amount and with
surety as it shall‘determine.

SECTION 10 Compensatron la) The powers du‘ies and
comlpensatron of offr%ers agents and emg oyees shall be fixed p e Board subject
to the previsions of these Bylaws with reSpect to compensation for a_board memper.

No ¢lose relative of Drreotor shall receive compens
an employee or for o‘herwrse servrng the Association unless such employment or

service shall be specially and spechfrc |ly authorized by vote of the memners ot the
Association. "Close refative," as herein used, shall jrclude but in nowise shall be
limited to wife, hushand, son, dau hter, father mother, brother, sister, step-father,
step-mother, step son, ste - au ter, step -brother ste(p -sister. Candidates for the
office of director havin, cIose reIatrve in the emgloy r service of the Association
shall disclose the fact to'the Secretary prior to the printing of the notice of the next
mtetrng at which Drrectors are to he eIectgd and sard notrce shall state %he fact and
the rel tronshr of the parties. It such candidate is elected, the members having been
previously notrfred as aforesaid, then the fact of such election shall constitute a
conclusive presumption that the members have approved the payment of
compensation to the now Director’s relative.

SECTION 11 Reports. The officers of the Association shall
submit at each apnual meetin of the members reports covering the husiness of the
Association for the previous fiscal year. Such reports shall set forth the condition of
the Association at the close of such fiscal year.

ARTICLE VII
NON-PROFIT OPERATION

SECTION 1 Interest or Dividends on Capital Prohibited. The
Association shall at all times be operated on a cooperative non-profit bagis for the
mutual bunefit of its patrons. No interest or dividends shall ba paid or payable by thu
Association on any cagrtal furnished by its patrons.

SECTION 2. Patronage Capital in Connection with Furnrshrnﬁ
Electric Enerc[ry In the furnishing of electric energy tho Association’s operations sha
be so conducted that all patrons will through théir patronayo furnrsh capital for the
Association. In ordar_to induce p atronaglo and to assure that tho Association will
operate on a non-profit basis the Association is obligated to account on a patronage
bosis fo all its patrons for all amounts teceived and reoervable from the furnishing of
electric energ rn excess of 0 eratrnp COSts arid expenses properly char%;eable against
the furnrshrngyof electric one ){ Al such amounts n excoss of operating costs and
expenses at “tho moment of r(} tho Association are received with tho
understanding that thoy arc furnrs by tho patrons as capital. Thu Association IS
obligated to pay b credrts to a capital account for each patron all such amounts rn
excos of operatin i}osts and expenses. The books and recor s of t o fsocratr

shail be sot ept in such a manner that at the end of each fiscal yoqr t
amount of ca)prtnq any, S0 It]urnrs ed hy each patron Is clearly ref?ect{eg 8
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credited In an a ppropriate record to the caPttaI ﬁccount of eﬁch patron and the
Association shall within a reasonable time after the close of the flﬁca gear notify
gach patron of the amount of caPnaI S0 cred|ted to h|s account. All such amounts
credited to the capital account 0 Z i‘ron shall ave the same status as though
the had been paid to the patron.in cash i. pursuance of a legal opligation to do So

the patron had then furn'ihed the Association corresponding amounts for

All other amounts received by the Association from its operation
in_excess of costs and expenses shall, insofar as permitted by law, he (a) used to
offset an Iosses mcurr%d dunng the current or asy prior fiscal year and' (bl to the
extent not needed for that p ur'oose allocated to 1t Patronson aPatrona e basis and
an E/ amount so allocated shall be included as part of the capital credited to the

ounts of patrons, as hereln provided.

In the event of dissolution or ||gu|dat|on of the Association,
after all outstandmrg indebtedness of the Associdtion shall have been paid,
outstanding capital cedlts shall be retired without priority on a pro rata basis before
anP/ pay mgnts are made on account of progeréy nghts of members. If, at an tlme

rior Issolution or. liquidation, the B shall determine that the fifancia
cond|t|on of the Association will not be impaired thereby the capital credited, to
patron;’ accounts may hbe retired in full or in part, A }4 Such retirementsof capital
shall be made in_ordef of priority to the year in WhICh the capital was furnished and
credited, the capital first received by the Association being first retired.

Capital credited to the account of eath patron shall be assi nable
onIy on he books of the Association pursuant to written |nstruct|on f
?S|gn0r and only to successors i mteBes Or SUCCESSOrs in occupanc?/ in all orarn(a
of such patron’s premises served by the Association unless the Board, acting u

iCl igati | Wi

policies of general oblgaton shaII etermine otherwise.

% % ing._any other growsmns of these B ﬁws the
Board, at its dtscretlon shall have“tho power at any time_upon_the death of any
gatron if the legal representattves< his estate shall retLuest in Wr|t|ng that the capital
redited to any such patron eretlredgnor to the time such ca’ulta would otherwise
be retired under the prowsmns of thes B[¥Iaws to retire caplta credtted to any such
atron immediately upon such term con ditions as the, Board, actm,gS under
ohctes of eneral ae Atcgtlon and the Iegh re resentattve of suc Ratron estate
h|| qree pon; pro however, that the financial condition of the Association
will no

be imoaired th ereay
trons of the Association, by dealing with the Assqciation

acknowled%e that the trrms and provisions of the “‘Articles of Incorporatton and
Bylaws shall constitute and be a contract hetween the Association and each atron
and both the Association and tho patrons arc bound by such contract, as Ig/ a
thou heachﬁatron had |nd|V|dua I%/ S|?nedasoporat%mslrument contatnmg g m

rovis| The prows# this article of laws shall ho colle R
attentton of each patron of the Assoclation hy posttng m aconspicuous place |n t
Association's office.

ARTICLE VIII
DISPOSITION OF PROPERTY

SECTION 1 The Boartl of Diroctors si.all have full power and
authority to sell, mort%age lease or otherwise dispose of or encumber, ony of the
following property of thé Association:

(@ Personal property acquired for resale.
(It) Services of all kinds, including electric energy.
(cl PropertlY which in tho judgment of the Board of Directors naithor is

nor will be necessary “or Usoful in 0 eratlng and matn,tatntnlg the
Association's system and facilities; prove d, owever ¥t all"sulos

Centim L1005 e valte o o, ot S ge
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, SECTION 2. The Bgard of D|r?ct0rs shall have full power and
authority to authorize the execution and delivery of a mor,t%age 0. mort aqes, ora
?eed or deeds of trust ?f any and all of the ﬂropert . Tights, grlwleges,, ICEnses
ranchises and permits of the "Association, whether acquired or to be acquire ~and
wherever situated. as well as the revenues therefrom, all upon such terms ang
%ﬁé“ﬂ&'&&ﬁaﬁ% r%he Board of Directors shall determine, to'secure any Indebtedness of

o SECTION 3. The Association mag/ not otherwise sell, lease, or
otherwise dispose of all or a substantial portion of the Association's property units*
such sale, lease, or other disposition is authorized by the affirmative vote of not le is
than th? m,aéont of all the members of the coo?eratw,e; ,;%rowd d, however, th?
Board of Directors may, upon the authorization of the majority of those members o
the Association present at a meeting of its members, sell, lease; or otherweise dispo

of all or a substantial portion of |ts|proPerty to another cooperative or to the haldt,
or .holders of any notes, honds, or other evidence ?f mﬂebtedness issued to the

United States of America or any agency or instrumentality t
ARTICLE IX

SEAL

The corporate seal of the Association shall have inscribed
H}ggﬁgn the name of the Associationand the words "Corporate Seal” and “State or

ereof,

ARTICLE X
FINANCIAL TRANSACTIONS

SECTION L Contr*v Except as otherwise provided in these
Bylaws, the Board ma "authorize any oWice; or officers, agent or agents to enter into
any contract or execute and deliver 2ny instrument in the name and on behalf of tho
Association, and such authority may b*”jeneral or contined to specific instances.

SECTION 2. Checks, Drafts, etc. All checks, drafts, or other
orders for the payment of mone and all notes, bonds or other evidences of
indebtedness Issued’ In tho name of the Association shall be signed by such officer or
officers, a ﬁ"f ?r agents, employee or emPlo ees of the, Ass?uatlon end in such
manner as Shall from™time to time’be determined by resolution of the Board.

L SECTION 3. Deposits. All funds excg,pt Pett cash, of the
Association shall be deﬂosned from time to time to the credit of tho Association in
such bank or banks as the Board may select.

- SECTION 4 Change in Rotes, Written natice shall be given t?
the Administrator of tho Rural Electrification Admlnlstratlﬁn of the United States o
Amﬁnca not less th%n mnetg tlaé/_sprlor to tho date upon which any#ropose change
In the rotes charged by tho AssoCiation for electric enérgy becomes eftective.

ARTICLE XI

MISCELLANEOUS

o SECTION 1 Momborship in Other Organizations.  Thu
Association shall not become a mombor of or purchase stock in any othor
or%amzatlon without an affirmative vote of the mombers at nduly held moating, tho
notico of which shall specify that action IS to be token upon s,uchnEro osed
membersmP or stock Purchaso, provided, however, that the Association may upon
the authorization of tho Board, purchaso stock in or become a mombor ‘of an¥
corporation or organization orgunizotl ?n a non-profit hasis for the Ipur 0sg 0
onguging In or furthiering the cause of rural electrification, or with thu approval of thu
14\ n|1,|tn|strator of REA,of any othor corporation for ttio purpose of acquiring olectric
acilities.

43



.. SECTION, 2 Waiver of Notice, AnY membher or board member
may waive in writing any notice of a meeting required to be ?Jven by these B%/Iaws.
The attendance of a mémber or board member at any meeling shall constitute a
waiver of notice of such meeting by such member or board member, except In case a
member or Board member shall atténd a meetlng for the express purpose of ob{ectm'
to the transaction of any business on the ground that the meeting has not béi

lawfully called or convened.

SECTION 3. Palicies, Rules and Regulations. The Board shali
‘wave &ower to make and adopt policies, rules ?nd regulations, not incopsistent with
aw, the Articles of Incorporation, or these Bxaws,, as It may deem advisable for the
management of the business and affairs of the Association.

SECTION 4 Accounting System and Reports, (a) The Board
shall cause to he established and maintained a tomplete accountin szstem which,
amonag other Qm , and sybect to apﬁllcable lews and rules and requlatjons of an
[)eggl tory b all conform to suc accour\tmges stem as may from time topm

e designated by the Administrator or the Rural Efectrification Adminjstration of the
United Staées of America, The B?,ard shall also after ﬁhe close each fiscal year cause
to be made by a certified public accountant d full and complete audjt of tho
accounts, nooks and financial condition of the Association as of the end of such
fiscal year. A report of such audit, in condensed form, shall be submitted to tho

members at the next following annual meeting. .
| %Ve gaugn report sﬁall be available to the members upon

compliance with the policies, rules and regulations promulgated by the Board.

_ SECTION 5. Aroa Coverage. The Board shall make diligent effort
to see that electric service is ext%nded to all unservod persons within the Association's
service area who (a) desire such service, and (b) meet all reasonable requirements
established by the Association asa condition of “slich service.

N SECTION 6. Rules of Ordor, Tho rules contained in tho latest
odition of Robert's Rules of Qrdor shall govern tho Association in all cases to which
they are applicable and in which they aré not inconsistent with law, the Articles of
Incorporation, or thoso Bylaws.

ARTICLE XII

AMENDMENTS

SECTION 1 Amendment, Re;[JeaI, or Adoption. Thoso Bylaws
may ho amended, repoaled, or now bylaws adopted by tho affirmative voto™ of o
maJ[orltg of thosy members voting thereon at o meeting ol tho mombors, provided
that tho notico of such mooting, Whether regular or special, shall havo contained tho
proposed amendment, repoal of now hylaws.

, SECTION 2 Pla.omont of Proposed Amendment on Official
Notice by Member. A mombor may hove a proposed amendment of tho byluws placed
on tho official notico to tho mombors by one ol tho following procedures:

(@) Filing tho proFosod amendment in writing together with a potition

S|Rned boy at oaﬁt ton per centum glo% ?I tho mombers or 300
whichovr is tho lossor, with tho Secretary ol the Association at loast
thirty (30) doys before the mooting; or

(b) Filing tho p onosod amendment in writing with thu Board ol

directors af loast | thirt days before the maqoting for
itsconsidorotion and decisyion or)placgmenton tho o?ﬂma(i not?co; or

() Matjon from the. floor at a mﬁmbersh[w moatmg, duly seconded and
carried b ma|0r|t¥ vote of thoso mombors prosent at tho mooting,
for rL1J|ace ent on tho official notico of tho noxt schodulod mooting
of tho mombors.












COLD WEATHER OUTAGE

IF THE POWER IS OFF FOR AN EXTENDED PERIOD:

Picture this: It's cold, very cold. All of a sudden you
realize that it is getting cold inside the house too. You have no
heat. Would you know what to do to protect yourself and
your house?

If the heat should go off, it is important to have
emergency heating equipment. A wood burning stove and
plenty of firewood is perfect. But you can get by with a small
campI stove, the tent heating type, as long as you have adequate
ventilation.

To keep yourself warm in the unheated house, wear
several layers of clothes. Since the body loses between half and
three-quarters of ;ts heat through the head, wear a warm
hat-even in the hoise and especially when you are sleeping in
an unhcatcd house. Use several blankets for sleeping rather than
_onelheavy one. The air trapped between them is excellent
insulation.

When the temperature inside the home falls to 40°, it is
time to drain your water system to keep distribution pipes
from freezing and bursting. In order to accomplish this task
your water system must have a draining feature built-in and
you must be aware of the procedure to follow to drain it
During bad winter storms, with power outages, knowing how to
drain your water system can save yo i money!

If your home has a hot water heating system, be sure to
have it adequately protected with liquid anti-freeze



HOW TO LIVE WITH A SERVICE INTERRUPTION!

_ Interruptions in your electric service may occur from time
to time.

There are four rules to follow when you experience a
service interruption:
NUMBER 1. Check and, if necessary, replace your fuses
or reset your circuit breakers. If you are still without power,
NUMBER 2. Check your nearest neighbors to determine
if they too are experiencing a power loss. If so,
NUMBER 3. Report the service interruption to Matanuska

Electric Association and be prepared to supply the following
information:

a. Your name and address.
h. Whether your neighbors have service

c. Your pole number (service location)
and phone number.

d. Time power was interrupted.

e. The cause of the interruption if you
know it.

. NUMBER 4. Call these numbers to report a service
interruption:

8:00a.m. -5:00 p.m. After Hours
Palmer Headquarters 745-3231 745-3235
Eagle River Branch 694-2161 694-2161
Big Lake Branch 892-6021 745-3235

Collect calls will be accepted from Talkeetna.



M atanuska E lectric A ssociation, Inc.
P.O. BOX 1148
PALMER, ALASKA 99645

MALCOLM  CHEEK, GENERAL MANAGER ( 7)745‘ 1

SUMMARY OF TESTIMONY PRESENTED BY MALCOLM CHEEK,
GENERAL MANAGER, MATANUSKA ELECTRIC ASSOCIATION, INC.,
BEFORE THE SENATE COMMERCE COMMITTEE
REGARDING THE ALASKA PUBLIC UTILITIES COMMISSION

As discussed in the Performance Review of the Alaska Public Utilities
Commission dated August 1, 1979, recommendation no. 4, MEA feels that
non-profit electric cooperatives should be removed from economic
regulation by the APUC upon an affirmative vote of the majority in
attendance at the cooperative®s annual membership meeting.

1. Existing APUC economic regulation 1is unnecessary
and costly.

MEA spent over $100,000 1in 1978 rate case with APUC.
These expenses were 1in addition to costs which
would have been required without dealing with the
APUC.

MEA has spent over $20 00 in its 1980 tariff rules

and regulations revision. Again, these costs are
those which have been required due to APUC pro-—
cedures .

In addition to high costs, utilities must wait out
the backlogged APUC calendar. These months of
delay cost dearly.

Reports such as the APUC Annual Report are voluminous
and costly to prepare.

It is a matter of record that non-profit cooperatives
have consistently requested less than could have
been justified from the APUC.

Board of Directors elected by the consumer members
are very sensitive to the economic conditions of
their neighbors and are very careful with the
cooperatives finances.

ALASKA'S FIRST REC—INCORPORATED 1941—ENERGIZED 1942



Page Two
Summary of Testimony by Malcolm Cheek
Before the Senate Commerce Committee

8. Tie nature and structure of a cooperative affords
ample protection of consumer 1interests.

9. REA and CFC provide significant financial and
operating controls over utility operations on
a regular basis. In addition, an annual CPA
audit is required.

10. REA makes 1loans to cooperatives 1in 46 states. In
28 of the 46 states the cooperatives ure regulated
in at least one area. In 18 states they are not

subject to any state commission regulations.

It has been suggested that cooperatives are not responsive to their

consumers. This 1is not true.
1. Consumers have ready access to the cooperative X
management and Board of Directors. (see

attached MEA policies)

2. Cooperatives have established procedures for
handling complaints efficiently. (see attached
MEA Form and Policy)

3. Board members are sensitive to consumer requests.
As a practical matter board members can be re—
placed reasonably easily as a few organized voters
can influence an annual meeting election.

4. Board members take seriously the ideals ,and objec—
tives under which non-profit cooperatives operate,
(see attached MEA 1ideals and objectives)

5. REA has influence over cooperative®s operating poli—

cies, especially with regard to services, area
coverage, postage stamp rates, etc.

The case of Tlinget-Haida Regional Electrical Authority has been



Page Three
Summary of Testimony by Malcolm Cheek
Before the Senate Commerce Committee

cit ,d as a reason for keeping cooperatives under APUC economic
regulation. I believe that the particulars of this case have been
confused and do not support continued regulation of cooperatives.

1. As the REA Field Representative in Alaska at the
time THREA applied for additional funding and
REA took the position that APUC regulation would
be necessary, |1 made this recommendation for
exactly the reasons which would have made it un—
necessary had THREA been a cooperative.

2. THREA 1is NOT a cooperative!l The consumers do not
have the ability to elect their Board Members.
They do not have ready access to the governing
Board which is appointed by the Central Council
of the Tlinget-Haida Indiana.

3. THREA also did not have good operating policies at
that time or procedures to deal with consumer
complaints and inquiries.

4. THREA wr.- a small, new, 1inexperienced utility.
MEA supports the need for continued territory regulation. The
certification process is necessary. However, economic regulation

for a non-profit electric cooperative is not needed and is a waste

of consumer®s and taxpayer™s money.

MC
3/11/80



Attachments to the testimony submitted by Malcolm Cheek, General
Manager, Matanuska Electric Association, Inc. before the Senate
Commerce Committee regarding the Alaska Public Utilities
Commission:

1. MEA Management Policy No. 105-1, Visitors: Board Meetings

2. MEA Board Policy No. 105-1, Visitors

3. MEA Management Policy No. 202-50, Consumer Complaints and

Inquiries
4.MEA Form MSD 002, Consumer Complaint & Inquiry Form
5. MEA Statement of Ildeals
6. MEA Statement ofObjectives WithMember-Owners
7. MEA Owner Manual

MC
3/11/80



MATANUSKA ELECTRIC ASSOCIATION, INC.
PALMER, ALASKA

Management Policy No. 105-1

VISITORS: BOARD MEETINGS

Board Resolution No. 777 defines the policy of membersl
attendance at Board Meetings. Members of the Association may
attend any Board Meeting to listen to the Board transact
business. IT a member wishes to address the Board or discuss
a particular topic, advance notice should be provided to
assure a position on the agenda for the meeting. The Board
may exercise an executive session for personal or confidential
matters which need action.

Employees wishing to attend Board Meetings must advise the
General Manager of their intent prior to the meeting in
question.

Effective: 7/10/79

(Original)

Reference: Board Resolution No. 777

%ol
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M atanuska Electric A ssociation, Inc.
P.O. Box 114B
PALMER, ALASKA 99645
0Ty 453031
RESOLUTION NO. 777
POLICY NO. 105-1
SUBJECT: VISITORS
REFERENCE: RESOLUTION NO. 18, POLICY NO. Il A-1 1/11/60, 7/9/79

WHEREAS, the Board of Directors recognizes the need to
provide for attendance at regular Board of Directors meetings by
the members of the Association, and to keep the members informed
of the business activities of the Association; and

WHEREAS, it is the policy of the Board of Directors
that an informed membership is essential for the success and the
progress of the Association.

NOW THEREFORE BE IT RESOLVED by the Board of Directors
of Matanuska Electric Association, Inc. that the members of the Assoc—
iation shall have the right to attend any Board meeting to listen to
the Board of Directors transact the business of the Association;
except that personal or temporarily confidential negotiations may
be conducted at an executive session.

PASSED AND APPROVED by the Board of Directors of Matanuska
Electric Association, 1Inc., this 9th day of July, 1979.

(VICE PRESIDENT)

DALE D. BRIGGS. PRESIDENT
MATANUSKA ELECTRIC ASSOCIATION, INC,

(SEAL)

ATTEST:

UJ(TJU J
PHIL O"NEILL, SECRETARY-TREASURER
MATANUSKA ELECTRIC ASSOCIATION, INC.

ALASKA'S FIRST REC—IL'CORPORA TED 1941-ENERGIZED 1942



MATANUSKA ELECTRIC ASSOCIATION, INC.
PALMER, ALASKA

Management Policy No. 202-50
CONSUMER COMPLAINTS AND INQUIRIES

A1l consumer complaints and inquiries are to be handled promptly

and recorded in accordance with this policy.

1. All complaints and inquiries are to be recorded on MEA form
"MSD Form 02- MEA 11/73" which 1is to be completed in full and
routed to the appropriate Department or Section.

2. The original of the above form is to be routed directly to the
appropriate individual handling the particular type of 1inquiry
in question:

Management: General Manager (Malcolm Cheek)

Operations and Maintenance:
Manager, Electric Operations (Bud Fritz)

Engineering, Voltage: Distribution Engineer (Jim Cadden)

Damage Requesting Payment:
Consumer Services Section (Dale Wahlen)

Right of Way and Clearing:
Real Estate & Properties Officer (Dave Ingalls)

Consumer Billing: Consumer Accounts Supervisor (Mary Davis)
Energy Use: Energy Use Advisor (Jerry Deems)
New Services: Chief, Consumer Services Section (Dale Wahlen)

or appropriate Branch Manager

Branch Offices: Branch Manager (Bill Foster or Frank Smith)
3. The carbon copy of each MEA Form 02 1is to be routed to Consumer
Services for recording and follow-up action. If there 1is any

question on the disposition of the original of this form, route
to Consumer Services®™ along with the carbon copy.

4. When possible, inquiries should be routed to Consumer Services
when received. Consumer Services will, then, complete
MEA Form 02 and route the 1inquiry. IT it is not possible to

route the initial inquiry to Consumer Services, obtain the
necessary information to complete MEA Form 02 and advise the
consumer that the inquiry will be turned over to Consumer
Services for action.

5. All complaints and 1inquiries should be given immediate attention



Page 2

All action taken should be recorded on MEA Form 02 under
"Comments,” and Consumer Services must be advised (by phone or
copy of said form) of any action taken including routing to
another 1individual for additional work.

6. Consumer Services will prepare a weekly report listing all
active complaints and inquiries. This report will be prepared
each Monday and will show the status of all outstanding
complaints and inquiries as of the close of business the
preceding week. This weekly report will be forwarded to the
General Manager. In addition, Consumer Services will prepare
a monthly summary for the information of the Board of Directors.

7. All questions on this policy should be addressed to Consumer
Services Section. i

Effective Date: 7/16/79

(Second Revision)



MAIANUSKA ELECTRIC ASSOCIATION, INC

CONSUMER COMPLAINT & INQUIRY FORM

NAME. DATE .10.
ADDRESS. HOME PHONE. WORK PHONE.
AICH .POLE*, METER*.
A .
-Detalls
Received by:.
ROUTED TO: .DATE. 19,

r Comments-

Persongl P | |:| |:|
Da&e o 19 Contact F | Phone Letter

an rouml?oter\%mh‘erﬁomr o BY.

FOLLOW-UP DATE’

MEMBER SERVICES TO LOG DATE COMPLETED AND DESTROY ACCUMULATED
VSD FORM 07 MEA 1178 FILE MATERIAL AND BOTH COPIES OF THIS FORM.

Printing . m KK yif,  jjWhhi/i



MATANUSKA ELECTRIC ASSOCIATION, INC.
Palmer, Alaska

STATEMENT OF IDEALS

Matanuska Electric Association, Inc., was established by its member-owners
to provide themselves with a vitally needed service not otherwise available
which would improve their economic and social standards with significant
long-range benefits to the well-being of the various communities in which
it operates.

WE BELIEVE:

1.

.

Tnat it is the right of persons to provide for themselves a vitally
needed service and that the Association effectively provides this
service in a manner consistent with the highest pbjectives of free
enterprise.

That the Association exists primarily to serve its consumer-owners
and that the services it provides are essential to the people of our
area, of the Matanuska Valley, of the State of Alaska, and of our
Nation.

That the Association exists for the mutual benefit of its consumer-
owners, directors, employees, and of the public and recognized that
full participation, understanding and support by each of these groups
is necessary for its continued success.

That the Association must provide the highest quality electric service
at a cost consistent with sound business practices and necessary to
assure its continued existence and viability.

That the opportunities in the enterprise carry with them both economic
and social responsibilities; our obligations and responsibilities as

a local business enterprise are to the community, the public, and to
our employees, as well as to our members, and those groups other than
members also will benefit ITorn leadership in economic and social
development within and adjacent to the service area of the Association.

Tnat the ability of the Association to continue providing this essential
service depends upon its attracting and retaining capable employees who
must be paid adequately and given every opportunity for personal develop—

ment and for advancement within the limits of their demonstrated capabili—
ties.

That the natural resources of this country should be developed to provide
an abundance of power consistent with other resource development needs and
at a cost which is equitable for all who benefit from such development.



10.

MEA,

That the economic future of the State of Alaska depends upon its
having an abundance of electric power available to persons who can
use it and that organizations engaged in the generation or distri—
bution of electricity have the responsibility of.cooperating fully
with each other to make certain that this is accomplished by the
most efficient means possible.

That the Association must exemplify leadership in the community by
doing all things essential to good management, including proper
organization, sound financing, leader development, adequate research,
and by continuing a high quality of electric service.

That the attaining of these ideals will require our constant and
untiring efforts.

STATEMENT OP IDEALS

APPROVED BY THE BOARD OF DIRECTORS
OCTOBER, 1977

REAFFIRMED DECEMBER, 1979
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MATANUSKA ELECTRIC ASSOCIATION, INC.
Palmer, Alaslca

STATEMENT OF OBJECTIVES
WITH MEMBER-OWNERS

TO OPERATE the Association as a non profit enterprise on a continuing
and progressive basis in strict accordance with its corporate documents
and. other legal and contractual requirements.

TO ASSURE the availability of a constantly high quality of central

station service to its members and at a cost consistent with sound

management of the Association and necessary, to assure its continued
existence and viability.

TO KEEP the member-owners fully informed on the affairs, problems, and
methods of the Association; TO OBTAIN their understanding, acceptance,

and support; TO PROVIDE every reasonable means through which the feelings
and wants of the member-owners can be expressed and acted upon if appropri—
ate; and TO EXPECT them to act intelligently and constructively in their
support of the Association, its ideals, and its objectives.

TO DEVELOP among members, through democratic processes of participation,
a recognition of member-ownership and accountability which will create
the desire and feeling of obligation to participate in programs and
services and benefit the membership as a whole.

TO ENHANCE the Association®s reputation for fair dealings, prompt and
efficient servide, dependability, integrity, courtesy, productive
ability, and technical competence.

TO STRIVE CONSTANTLY for ever higher standards of service through progres—
sive management, utilization of new equipment and techniques, and improved
methods of operations.

TO STIMULATE AND SUPPORT rural area development programs, especially those
which will Increase and stabilize the economic level of the Association®s
service area by adding value to the raw materials and products supplied

and processed, by providing®job opportunities for its people, and by furn—
ishing goods and services required but not now available within or immedi—
ately adjacent to the area which the Association servos.

TO DEVELOP, OPERATE, AND MAINTAIN the system at optimum performance, both
electrical and physical, as to assure the quality of service the members
want while maintaining investment at a reasonable level and minimizing
premature obsolescence.

TO PROVIDE the means whereby the meber-owners can build and maintain the
Association by contributing a reasonable amount of essential capital.



STATEMENT OF OBJECTIVES WITH MEMBER-OWNERS Page 2

WITH EMPLOYEES

1. TO RECOGNIZE that our greatest assets are our human assets and that

these must be developed and Improved as a matter of moral obligation
as well as one of material advantage.

2. TO OBTAIN acceptance of the ideals which emphasize the obligations
involved in doing a job well.

3. TO REWARD, ENCOURAGE PROG";ESS, INFORM, TRAIN, DEVELOP, AND PROPERLY
ASSIGN all employees in order to attract and keep in its service those
who seek a career with the Association so that their lives and work
will be given meaning, dignity, satisfaction, and purpose both on

and off the job.
WITH THE PUBLIC

1. TO DEVELOP understanding, acceptance, and support of the Association®s
objectives, plans, and programs.

2. TO FOSTER AID DEVELOP the acceptance of the Association as an effective
citizen and as a respected member of the business community.

3. TO PROVIDE LEADERSHIP AMD TO COOPERATE with other community and civic
groups in furthering programs of mutual interest.

MEA, STATEMENT OF OBJECTIVES WITH MEMER-OWNERS
APPROVED BY THE BOARD OF DIRECTORS
=0CTOEER, 1977

REAFFIRMED DECEMBER, 1979



ELECTRIC RATES* FOR RESIDENTIAL AND SMALL COMMERCIAL CONSUMERS

SEPTEMBER, 1979

*Utilities Regulated by the Alaska Public Utilities Commission,

cO



AEL&P

ALASKA
POV7ER &

TELEPHONE

* Those

surcharges

Rates per KWH

General

Residential

1st 200 - 5.8C
Over 200 - 4.4C

Small Commercial

1st 1000 -
Next 3100 -
Over 4100 -

5.8C
5.4C
4.3C

1st 40 - 15.29C
Next 60 - 13.11C
Over 100 - 10.93C

1st 40 - 16.55C
Next 60 - 14.35C
Over 100 - 12.15C

1st 100 - 14.1C
Next 300 - 7.8C
Over 400 - 7.1C

1st 100 - 13C
Next 100 - 12C

Next 800 -
Over 1000 -

9.5C
8C

1st 100 - 15C
Over 100 - 14C

have not been

approved by

$4.00

$25

$3.30

$3.30

$5.00

$7.50

$10.00

tho Commission as

U-75-65(4)
(12/19/75)

U-78-"/9 (2)
(1/15/79)

Same as above

U-78-62(3)
(1/15/79)

Original
Tariff
(7/15/71)

Original
Tariff
(3/29/78)

of 9/1/79.

Amount of

.11C

2.96C*

1.78C

1.29C*

4.29C*

Areas
Served

Juneau
Douglas
Auke Bay

Craig

Hydaburg

Skagway

Tok

Dot Lake



Utility

ALASKA VILLAGE
ELECTRIC
COOPERATIVE

AMFAC FOODS,
INC.

ANCHORAGE,
MUNICIPALITY OF

ANTAK
POWER

Rates per KWH

"Residential
All KWH - 37.

2<f

Small Commercial

ALl KWH - 34.

Large Power
Demand Char
1st 10 KWH
Over 10 KWH
Enerqy Char

1st 1,500

Over 1,500

Farm & Home

2C/KWH

qe

-0

- $10/KWH
ge
KWH - 32.5C
KWH - 24.8C

1st 200 - 15%

Over 200 - 13

Commercial

C

Demand Charge

1st 10 KWH
Over 10 KWH

-0
- $3.00/KWH

Energy Charge

1st 100 -
Next 100 -
Over 200 -

Residential

Small General

13C
11C
7C

Services

Demand Less than 10 KWH

4.16C

Residential

1st 250 - 20e
Over 250 - 18%

Monthly
Minimum B ill

$18.60

$34.20

$250.00

$7.50

$7.50

$3.84

$6.10

$20.00

Latest
Revision

U-77-77 (4)
(3/1/78)

Original
(4/19/77)

U-79-13(6)
(7/11/79)

Original
Tariff
(6/30/74)

Amount of
Surcharge

0

.2399C

4_6ie

Areas
Served

46 villages

Sandpoint

Anchorage

Aniak



Monthly Latest Amount of Areas

Utility Rates per KWH Minimum Bill Revision Surcharge Served
ANTAK Commercial $20.00
POWER 1st 1600 KWH - 18%
(continued) Over 1600 KWH - .16%
ARCTIC 1st 10,000 - 25% Demand Charge Original 0 Deadhorse
UTILITIES Over 10,000 - 19% 1st 100 KWH - Tariff

$10/KW (10/6/75)

Over 100 KWH -

$5/7KW
BARROW Residential $10.00 Original Barrow
UTILITIES 1st 200 - 15% Tariff
& ELECTRIC Next 300 - 12% (4/13/74)
COOPERATIVE Over 500 - 11.112%

General Service $20.00

1st 220 - 15%
Next 450 - 12$%
Next 450 - 10%
Over 1120 - 9%

BETHEL Residential $5.54 U-79-470Q) .94% Bethel
UTILITIES Isl jO - 18.94% (5/715/79)

Next 200 - 15.01%

Over 250 - 11.02%

Commercial $5.54 for 5 KVA or less
1st 50 - 10.943% $1.11 per KVA additional

Next 450 - 14.24%

Next 2,500 - 12.67%

Next 22,000 - 11.02%

Over 25,000 - 11.39%



Utility

BETTLES
LIGHT S
POWER

CHUGACH
ELECTRIC

Rates per KWI

General Service
243

General Residential
Urban

1st 50 - 8.7%
Next 200 - 4.4$%
Next 500 - 2.7%
Next 750 - 2.4$%
Next 1500 - 2.0%

Commercial L&P
Urban

1st 100 - 6.2%
Next 400 - 4.0%
Next 1000 - 3.5%
Next 1500 - 3.2%
Over 3000 - 2.9%

General Residential
Suburban

1st 50 - 8.7%
Next 200 - 5.4%
Next 500 - 4.0$%
Next '"50 - 2.4%
Over 1500 - 2.0%

Commercial LSP
Suburban

1st 100 - 7.5%
Next 400 - 5.4%
Next 1000 - 4.4%
Next 1500 - 3.7%
Over 3000 - 2.9%

Monthly
Minimum D ill

$4.36

$4.36

$4.36

$4.36

Latest
Revision

2nd Revision
(2/1/74)

U-77-60(4)
(3/16/78)

Same as above

Amount of
Surcharge

4.5%

0

Areas
Served

Betties

Anchorage

Anchorage
Moose Pass

Cooper Landing



Utility

CHUGACH
ELECTRIC
(continued)

CIRCLE
ELECTRIC

Ratos per KWH

General Residential
1st 90 - 12.5C
Next 160 - 10.6C
Next 500 - 6.2C
Next 250 - 3.50
Over 1000 - 2.0C

Commercial L&P
1st 100 - 10.2%
Next 400 - 8.1C

Next 1000 - 6.7C
Next 1500 - 6.2C
Over 3000 - 4.4C

General Residential
1st 90 - 12.5C
Next 160 - 10.6C
Next 500 - 6.2C
Next 250 - 3.5C
Over 1000 - 2.0C

Commercial L&P
1st 100 - 10.2C
Next 400 - 8.1C

Next 1000 - 6.7C
Next 1500 - 6.2C
Over 3000 - 4.4C

Residential

1st 100 - 32¢C
Next 100 - 22C
Over 200 - 17C

R Commercial

ik
Monthly
Minimum Dill

$11.21

$11.21

$24.92

$24.92

$10.00

Latest
Revision

U-77-68(4)
(3/16/78)

Same as above

Original
Tariff

Amount of
Surcharge

0

Arons
Served

Kenai

Hope

Circle



Utility

COPPER
VALLEY
ELECTRIC

CORDOVA
ELECTRIC

COOPERATIVE,
INC.

¢These surcharges

have not

Rates per KWH

Residential
1st 200 - 13C

Next 800 - 11C

Over 1000 - 9C

Commercial

1st 500 - 13C
Next 500 - Hi?
Next 1000 - 10C
Over 2000 - 9.5C

Residential
1st 200 - 13%
Next 300 - 11C
Next 500 - 9C
Over 1000 - 8C

Commercial

1st 500 - 13C
Next 500 - 11C
Next 1000 - 10C
0 er 2000 - 8C

Residential

1st 200 - 15.5C
Next 300 - 13.5C
Next 500 - 11.0C
Ovor 1000 - 9.0C

been approved by

Monthly
Minimum Bill

$15.00

$30.00

$15.00

$30.00

$15.00

Commission as

Latest Amount of

Revision Surcharge
Tariff No. 3.22C*
U-77-38(5)

(6/2/78)

Same as above 2.50C*

Original
Tariff
(3/15/79)

of 9/1/79.

Areas
Served

Glennallen
Copper Center

Valdez

Cordova



Utility

CORDOVA
ELECTRIC
COOPERATIVE,
INC.
(continued)

FORT YUKON

GLACIER
HIGHWAY
ELECTRIC
ASSOCIATION

*These

surcharges

Rates per KWH

Small Commercial

1st 300 -
Next 700 -

15.5%
11.0%

Over 1000 - 8.5%

Residential

1st 100 -
Next 400 -
Over 500 -

Commercial

1st 100 -
Next 400 -
Next 500 -

Next 1000 -
Over 2000 -

Residential

1st 250 -
Next 250 -
Next 250 -

31.86%
19.11%
12.74%

& Governmental

38.23%

31.869%

25.49$%
19.11%
16.57%

12.3%
9.6%
7.7%

Over 750 - 4.7%

Commercial

R Largo Power

Demand Charge
1st 25 KW - 0

Over 25 KW -

have not been

approved by

$3.70/KW

the

Monthly
Minimum Bill

$42.00

$10.00

$10.00

$12.00

$12.00

Commission as

Latest Amount of
Revision Surcharge
Original 0
Tariff
(3/15/79)
U-78-920) 2.545%*
(5/1/79)
U-78-88(0) 0
(5/23/79)

of 9/1/79.

Areas
Served

Cordova

Fort Yukon

Auke Bay



Utility

GLACIER
HIGHWAY
ELECTRIC
ASSOCIATION
(continued)

GOLDEN
VALLEY

HAINES LIGHT
G POWER

Ratos per KWI

Commercial & Large Power

Energy Charge

1st 250 - 12.3%

Next 250 - 9.6%
Next 500 - 7.7%

Next 9000 - 6.1$%
Over 10,000 - 4.0%

Residential

1st 100 - 14.03%
Next 1400 - 7.54%
Over 1500 - 5.91%

General Service -
1st 400 - 14.03%
Next 600 - 9.12%
Next 4000 - 7.02%
Over 5000 - 5.61%

General Service -
Demand Charge
1st 50-0

Over 50 - $4.75/KW

Energy Charge

1

2

1st 400 - 13.47%
Next 600 - 10.67$%
Next 4000 - 0.42%

Next 45,000 - 5.33%
Over 50,000 - 4.63%

Residential

1st 100 - 16.4$
Next 625 - 0.6%
V. ir 725 - 6.9%

@
(b)
©

$14.

Monthly Latest

Minimum B ill Revision

$12.00

$10.00 U-79-56(1)
(9/1/79)

$10.00

The demand charge for
contract capacity or

$1.00 per KVA of installed
transfer capacity or
Member*s highest monthly
demand charge within past
12 months.

25 U-79-52 (1)
(7/19/79)

*Thesc surcharges have not been approved by the Commission as of 9/1/79.

Amount of
Surcharge

3.11%*

Areas
Served

Fairbanks

Big De .ta
Nanana

Delta Junction
North Pole
Healy

Haines



Utility

HAINES LIGHT

& POWER
(continued)

HOMER
ELECTRIC

Monthly
Rates per KWH A Minimum Biill

Large Power $33.35
Demand Charge
$2.00/KW per month for
KW over 25
Energy Charge
“1st 500 - 38.4C
Next 54,500 - 7.9C
Over 55,000 - 4.6C

Commercial $19.00
1st 100 - 21.9C

Next 3400 - 7.8<?

Over 3500 -6.4C

Farm & Residential $7.50
1st 50 - 9C

Next 50 - 7C

Next 200 - 5C

Next 800 - 3.5<?

Over 1100 -1.7$%

Commercial, Largo $7.50
Power & Public DIdgs.
Demand Charge
1st 25-0
Over 25 - $2.75/KW
Energy Charge
1st 50 - 9C
Next 50 - 7C
Next 1200 - 5C
Next 6200 - 4f£
Next 42,500 - X?
Next 50,000 - o<f
Over 100,000 - 1.7%

Latest Amount of Areas

Revision Surcharge Served
Haines

Second Homer

Revision

(11/10/77)

Original Rates
(4/1/70)



mm

HOMER
ELECTRIC

(continued)

Ratos ner KWH

Farm & Residential
1st 50 - 15%

foext 50 - 8%

Next 200 - 6%

Over 300 - 5%

Town & Village
1st 50 - 15$%
Next 50 - 8%
Next 200 - 6%
Over 300 -59%

Commercial L&P

Demand Charge

1st 10-0
Over 10 - $3.00/KW
Energy Charge

1st 50 - 15%
Next 50 - 8%
Next 2900 - G$
Next 7000 - 5%
Over 10,000 - 4%

Residential
1st 50 - 15%

Next 50 - 8%

Over 100 - 6%

Commercial L&P

Demand Charge

1st 10-0

Over 10 - $3.00/KW
Energy Charge

1st 50 - 15%
Next 50 - 8%
Next 2900 - G$
Next 3000 - 5%

Monthly
Minimum Bill

$7.50

$5.00

$7.50

$5.00

$7.50

~.a ArY--
Latest

Revision

First
Revision
(11/1/74)

First
Revision
(11/710/77)

Original
Rates
(9/27/72)

Amount of
Surcharge

Areas
Served

Soldovia

Port Graham



Utility

HOMER
ELECTRIC
(continued)

KODIAK
ELECTRIC

Rates per KWH

City Light Residential

1st 50 - 10%
Next 50 - 5%
Next 100 - 4%

Small Commerci

al

Public Buildings

1st 50 - 10$%
Next 50 - 5.5%
Over 200 - 4.5

Farm & Home
1st 100 - 13.
Next 300 - 12.
Next 300 - 10.
Over 700 - 9.0

Commercial
1st 200 - 13.
Next 800 - 11.

Next 4000 - 10.00%

Over 5000 - 8.

Farm & Home
1st 100 - 25

Next 100 - 23.

Over 200 - 20.

Commercial

1st 100 - 25.
Next 100 - 23
Over 200 - 17.

$

00$
00%
00%
0%

00$%
00$

50%

.00%

00$
00%

00$

.00%

00$

Monthly
Minimum Bill

$5.00

$5.00

$13.00

$26.00

$13.00

$26.00

Latest
Revision

First
Revision
(11/10/77)

U-78-81(2)
(7/13/79)

«J-70-B1 (2)
(7/13/79)

Amount of
Surcharge

2.07%

2.02%

Areas
Served

City of Kenai

Kodiak

Port Lions



KOTZEBUE
ELECTRIC

MANLEY
UTILITY
CO., INC.

MATANUSKA
ELECTRIC

*This surcharge has not been approved by the Commission as of 9/1/79.

Residential
Small Commercial
1st 50 - 26%

Next 50 - 22%

Next 9900

Over 10,000

Residential

1st 100
Over 100

Commercia
1st 100

Next 900

Over 1000

Residential

1st 100
Next 150
Next 250
Ne*t 700
Over 1200

Commercia
1st 100
Next 400
Next 1500
Over 2000

Residential
38.65%
19.32%

1st 50 -
Next 50 -
Over 100

&

13.5%
- 12.5<=

30%
25%

30%
25%
20%

11.6$%
7.7%
5.8%
3.2%
2.6%

& Small
14.2%
9.0%
5.2%
3.2%

14.49%

Monthly
Minimum Bill

$14.00

$5.00

$5.00

$9.00

$9.00

$10.00

Latest
Revision

U-76-46(3)
(12/3/76)

Original
Tariff
(7/14/78)

Same as above

U-78-75 (5)
(7/12/79)

U-76-67(4)(5)
(3/21/77)

Amount of
Surcharge

3.436%*

1.3%

Kotzebue

Manley Hot Spr:

Palmer
Chugiak
Eagle River
Talkeetna
Wasilla

Unalaklcet



MATANUSKA
ELECTRIC
(continued)

McGrath light
& POWER

NAKNEK
ELECTRIC

Commercial & Small Power
1st 50 - 38.65C

Next 50 - 25.77C

Next 200 - 19.32f

Over 300 - 15.30C

Residential
1st 50 - 1 3
Next 150 - 11. 5
Next 300 - 11.0C
Next 4500 - 10.0C
Over 5000 - 8.5C

Commercial
1st 50 - 13.5%
Next 450 - 10.5C
Next 2500 - 10.0£
Next 22,000 - 9.0%
Over 25,000 - contract rate

Farm S Homo

1st 50 - 27C
Next 50 - 21.
Next 100 - 16.2£
Next 300 - 13.5£
Over 500 - 12.2C

Other

Demand Charge

1st 10-0
Over 10 - $4.0 5/KW
Energy Charge

1st 50 - 2<?
Next 50 - 21.6C
Next 2,900 - 15.5C
Next 7,000 - 12.8C
Over 10,000 - 10.8C

$10.00

$5.00

$5.00

$13.50

$13.50

U-76-67(4)(5)
(3/21/77)

Original
Tariff
(6/6/77)

U-78-84(1)
(10/1/78)

.32

.28

Unalakleet

McGrath

Naknek



Utility

NAKNEK
ELECTRIC
(continued)

NORTHERN
POWER &
ENGINEERING

1
NORTHWAY

POWER &
LIGHT

*This surcharge

Farm & Home

1st 50 - 32.4C
Next 50 - 39.7£
Over 100 - 21.GC

Other-
Demand Charge
1st 10-0

Over 10 - $4.05/KW

Energy Charge
1st 50 - 32.4%

Next 50 - 39.7C

Over 100 - 21.6<?

Residential

1st 50 - 16.6F
Next 650 - 13.3C
Over 700 - 11.6%

General Service
1st 1000 - 12.5C
Next 4000 - 11.6C
Next 5000 - 10.8C
Over 10,000 - 9.1%

Residential &
Small Commercial
1st 100 - 13$%
Next 100 - 12%
Next 100 - 11C
Over 300 - 9.5C

has not been approved by the

Monthly
Minimum Bill

$16.20

$12.00

$10.00

$32.00

$10.00

Commission as of 9/1/79.

Latest
Revision

U-78-84 (L)
(10/1/78)

U-77-83(2)
(5/1/78"

First
Revision
(2/21/74)

Amount of
Surcharge

.968%

5.77C*

Egegik

Cold Bay

Northway



Utility

NUSHAGAK
ELECTRIC

PELICAN
UTILITIES

TANANA
POWER

TLINGIT-11AIDA
REGIONAL
ELECTRICAL
AUTHORITY

*This surcharge

Rates per KWH

Farm & Home

1st 50 - 22%
Next 50 - 15%
Next 400 - 11.5%
Over 500 - 10.5%

Commercial &
Industrial
1st 50 - 22%

Next 50 - 15%
Next 2900 - 12$%

Over 3000 - 10.5%

7.25% per KWH

Residential
1st 200 - 24%

Next 200 - 22%

Over 400 - 20%

Commercial

1st 10,000 - 18.5%
Next 10,000 - 17.6%
Over 20,000 - 16.2%

Residential
1st 300 - 27%
Over 300 - 23%

Small Commercial
1st 300 - 27%
OVer 300 - 23%

not been approved by

Commission as

Monthly
Minimum Bill

" $11.00

$11.00

$5.00

$14._40

$50.00

$16.50

$27.00

of 9/1/79.

Latest
Revision

U-76-50(4)
(11/30/76)

U-76-23(3)
(8/1/76)

U-78-63
(2/79/79)

Ponding
Tariff

Pending
Tariff

2.615%*

2.615%*

Served

Dillingham

Pelican

Tanana

Angoon
Hoonah
Knko
Klawock



Utility

YAKUTAT
POWER

Monthly Amount of
Minimum Bill Surcharge

Residential U-76-82
1st 100 - (1/1/78)

Next 200 - ;

Next 700 - 1

Next 2000 -

Commercial

1st 300 -
Next 700 -
Next 4,000
Over 5,000

Large Commercial 2.796%*
1st 2,000 - 9%

Next 18,000 - 7.5%

Over 20,000 - 6.5%

*This surcharge has not been approved by the Commission as of 9/1/79

Yakutat



A PERFORMANCE REVIEW
OF THE
ALASKA PUBLIC UTILITIES COMMISSION

August 1, 1979

Commissioner of the Department

of Commerce and Economic Development Charles Webber
Deputy Commissioner of the Department
of Commerce and Economic Development Bertram L. Wagnon

Members of the
Alaska Public Utilities Commission

Chairman Gordon J. Zerbetz
Commissioner Marvin R. Weatherly
Commissioner Carolyn S. Guess
Commissioner Susan M. Knowles
Commissioner Stuart C. Hall

STATE OP ALASKA 1 DIVISION OF LEGISLATIVE AUDIT



31-01LH

August 10, 1979

In accordance with the intent of Title 24 and 44 of the
Alaska Statutes, the attached report is submitted for your
review.

A PERFORMANCE REVIEW
OF THE
ALASKA PUBLIC UTILITIES COMMISSION

August 1, 1979

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



TABLE OF CONTENTS

Page
Purpose and Scope of the Review.. .. ... iiiioiioiiiiiaaaao. 4
Organization and FUNCEEON ... . it caaaaaaaaans 6
Report ConcClUS T ON oo c e e aaaae s 8
Findings and Recommendations .. ..o .o iioiiiiimoimaaaaaaaaaaaan 11
Analysis of Public Need . .. .o it i caaaaaans 26
Appendixes:
A. Alaska Public Utilities Commission
Revenues Compared With Expenditures ... .......... 30
B. Questionnaire Sent to Other States-®
Utility Regulatory AgencCies o..oiiiiiiaaaaaaaaaaaann- "31

C. Questionnaire Sent to APUC Regulated

Electric and Telephone Nonprofit

Cooperative CoOrporationNs o..oioiioii e aaaaaaans 37
D. Questionnaire Sent to Attorneys Who

Practice Before the Alaska Public

Utilities CoOmMMISSION oottt ceieecececaaaaaaaann- 41

Agency Response
Office OfF the GOV eI NOK co e i e e e e eeeeeeeeaaaaaannn 45

Alaska -Public Utilities Commission . 46(a)

STATE OF ALASKA 3 DIVISION OF LEGISLATIVE AUDIT



PURPOSE AND SCOPE OF REVIEW

Purpose

In accordance with the provisions of Alaska Statutes 24.20
.271(1) and 44.66.050 (sunset legislation), a review of the
Alaska Public Utilities Commission (hereinafter referred to
as APUC or the Commission) was conducted to determine whether
there is a demonstrated need to continue utility regulation
in its present form. To determine that need, we reviewed
Commission activities to see if the Commission has been
operating in an efficient and effective manner.

AS 44.66.010(4) specifies that the Alaska Public Utilities
Commission will terminate on June 30, 1980 but will continue
until June 30 of the following year for the purpose of
concluding its affairs. This report shall be considered
during the legislative oversight function in determining
whether the Commission should be allowed to terminate, be
reestablished in its present form or be reestablished in a
modified form.

Scope

The functions reviewed included commissioner activity,
administrative, financial/tariff analysis, engineering,
consumer complaints and information, and records/docketing.
Our review consis"-.ed of analyzing and evaluating the following

1. Applicable statutes and regulations;

2. interviews with, and a questionnaire to, the
Commissioners;

3. interviews with staff members;

4. questionnaires sent to other states®™ utility
regulatory agencies;

5. qguestionnaires sent to APUC regulated electric and
telephone nonprofit cooperative corporations;

6. questionnaires sent to attorneys who practice
before the Commission;

7. observation of Commission meetings and several
types of hearings held before the APUC;

8. interviews with Assistant Attorney Generals
assigned to APUC;
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11.

12.

13.

14.

15.

16.

interviews with general managers of several large
utilities;

interviews with representatives of the Rural
Electrification Administration;

interviews with representatives of the Federal
Communications Commission;

interview with the president of \:he Alaska Rural
Electric Cooperatives Assosication;

tests of APUC records and documents;

tests of records and documents of the Office of
the Governor on appointments to the APUC;

correspondence with the Commissioners of the
Alaska Transportation Commission and the Alaska
Pipeline Commission; and

a review of studies and major Alaska Superior and
Supreme Court decisions affecting the Commission,
and complaints filed with the Ombudsman®s Office.
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ORGANIZATION AND FUNCTION

Prior to the creation of the Alaska Public Utilities Commission
in 1970, utilities were regulated by the Alaska Public

Service Commission (PSC). The PSC was established in 1959

as a part-time three-member commission responsible for all
fixed utility regulation including generation, transmission

or distribution of electric power, heat, water, natural or
manufactured gas, oil or other petroleum products (except by
pipeline); and the furnishing of telephone or telegraph
communications, and community sewer services.

In 1960, the PSC gained responsibility for regulating
transportation utilities with the passage of the Alaska

Motor Freight Carriers Act and the Alaska Air Commerce Act.
The transportation regulation duties were transferred to the
Alaska Transportation Commission upon 1its creation in 1966.
The 1960 legislation eliminated the PSC and created the APUC
as a full-time three-member commission. That legislation
also changed the definition of public utility to include
those furnishing the following types of services for compen—
sation: electrical; telecommunications; water, steam or
sewer; transmission or distribution of natural or manufactured
gas; and petroleum or petroleum products when no competition
exists. A 1973 amendment added collection and disposal
service of garbage, refuse, trash or other waste to the
definition.

AS 42.05.040 requires one member to be a law school gradua e,
one to be a university graduate with a major 1in engineering,
and one to be a university graduate with a major 1in finance,
accounting or business administation. Two additional positions
were added to the Commission in 1975 for which no special
qualifications have been established. All members are
appointed for six-year terms by the Governor and confirmed

by the Legislature. The Commission may hire an executive
director, who may be a member of the Commission.

Under AS 42.05, the Alaska Public Utilities Commission Act,
the APUC 1is charged with the responsibility to assure the
furnishing of adequate service to all public utility patrons,
without discrimination, and at the lowest reasonable rates
consistent with the interests both of the public and the
utility. Statutory provisions direct the Commission, after
determining an applicant is fit, willing and able to provide
utility service, to issue that applicant a Certificate of
Public Convenience and Necessity (CPCN). After issuance of
a CPCN the Commission then regulates the rates, classifications,
rules, regulations, practices, services and facilties of a
public utility. The Commission has the authority to adopt
regulations and to hold formal, quasi-judicial hearings to
accomplish these purposes.
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The staff of the APUC, 1in addition to the support staff of

the Commissioners, 1is divided into five major functions:
administration, engineering, communications carriers, consumer
protection and information and financial/tariff analysis.

A brief description of the services provided by those
functions follows:

Administration. An Executive Director, hired by the
Commission, 1is responsible for directing all staff
functions and acts as liason between staff and Commissioners.
He is assisted by a Deputy Director who has responsibility
for records/document management. They are assisted 1in
these duties by an administrative assistant, document
processing personnel and other clerical support staff.

Engineering. The Engineering Section consists of a
section chief, four utilities engineers, a draftsman
and a clerical support person. This section is responsible

for investigation of utility procedures and practices
affecting quality of service; review of legal descriptions
for service areas, plans for plant expansion, and
plant-in-service and depreciation schedules. This

section presents its evaluations in proceedings before

the Commission.

Communications Carriers. This section was established

by 1976 legislation to develop, recommend and administer
policies and programs with respect to the regulation of
rates, services, accounting and facilities of communications
common carriers within the State involving the use of

wire, cables, radio and space satellites. There 1is one
position in this section and it is currently vacant.

Consumer Protection and Information. This function 1is
carried out by a section chief and an information
officer. The major responsibilities are investigation

and resolution of consumer complaints, and public
relations/information functions.

Financial/Tariff Analysis. Activities carried out by

this section include: examination,, analysis and evaluation
of financial statements submitted with tariff filings;
audits of financial records of utilities; examination

of financial information comprising historical operating
year and proforma adjustments; and presentation of

these analyses at proceedings before the Commission.

In addition to the section chief, there are five utility
financial analysts and two research analysts authorized

for this section.
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REPORT CONCLUSION

Policy Issues

This review contains policy issues raised as a result of our
evaluation of various Commission practices. The final

policy decisions affecting these practices are not within

the scope of this review but require legislative consideration.
In debating these decisions, the legislative oversight
committees should take into consideration the findings and
alternatives presented in this report, so that the potential
impact of the policy changes can be evaluated.

Report Conclusion

In our opinion, the Alaska Public Utilities Commission

should continue to regulate public utilities. We believe

that the public interest is being served by requiring

public utilities to be certifiated by the APUC. This

process stabilizes demand for the utility service by eliminating
competition and thereby allowing economies of scale (declining
unit costs with increased outputs) to operate. Economic
regulation by the Commission, 1in place of that competition,
ensures that the utilities provide adquate service at the

lowest reasonable rates.

However, certain changes need to be implemented for the
Commission to more effectively execute its mandated respon—
sibilities. A number of factors have caused an increase in
workload at the APUC which have diluted 1its ability to
effectively regulate all utilities within its jurisdiction.
Those factors include, but are not limited to, increases in
the number of applications for certificates for which there
are competing applicants, and more frequent rate increase
requests due to spiraling costs, particularly for fuel.

We therefore evaluated the workload of the Commission for
areas of regulation which could be eliminated or limited

with the least public impact, and would allow the APUC to
devote its limited time and resources on areas of greater
import. This Division has now completed performance reviews
under AS 44.66.050 of two of the three regulatory commissions
in Alaska. We also evaluated them from an overview position,
the entire utility regulatory scheme in Alaska.

In keeping with the intent of the Sunset Law which attributed
public disenchantment with State government to a proliferation
of that government, we recommend the Alaska Public Utilities
Commission, the Alaska Transportation Commission and the

Alaska Pipeline Commission be combined into a single regulatory
commission. This recommendation stems from a comparison of
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Alaska with the other forty-nine states in which we learned
that*Alaska is one of only three states utilizing three
utility regulatory commissions and employs the second largest
number of commissioners to staff those agencies (see Recom—
mendation No. 1).

Areas of regulation which we recommend be eliminated from
APUC®"s jurisdiction are cable television and garbage collection.
Cable television service IS an entertainment service, not a
monopoly or a necessity, and deregulation of this service
would not be detrimental to the public interest (see Recom—
mendation No. 2) . Services providing collection and disposal
of garbage are not fixed, capital intensive utilities for
which competition should be eliminated, as 1iIs necessary in
the other utilities regulated by APUC. This industry should
be regulated at the local level as a transportation utility
(see Recommendation No. 3).

Areas, of APUC regulation which we recommend be limited

involve nonprofit telephone and electric cooperative corporations
and utilties with gross annual revenues of less the $100,000.
AS 42.05 should be amended to allow the membership of the
cooperatives, by vote of a majority of the members, to be
given an opportunity on a utility by utility basis, to
determine whether their cooperative should remain economically
regulated by the APUC. This action would allow members of
cooperatives who feel their board of directors is sufficiently
responsive to the membership to withdraw from regulation,
while those who feel their board is not responsive may

appeal to the APUC (see Recommendation No. 4).

AS 42.05 should also be amended to exempt all certificated
utilities with gross annual revenues of less than $100,000 *
from economic regulation. This exemption would delete a
minimum of 26 utilities or 20 percent of the current number
of certificated economically regulated utilities under APUC.
This action would not be contrary to the Commission®s
responsibility to protect the public interest because the
cost of regulation as a percentage of operating costs for
small utilites may outweigh the benefits of regulation, and
because Commission time could be devoted to larger utilities
serving a larger number of customers (see Recommendation No.

5) .

The ability of the Commission to effectively regulate utilities
has been hampered by omissions and inconsistencies in the
Statutes and regulations. To allow for more effective case
management and to avoid court appeals of Commission decisions,
the APUC should promulgate regulations to accomplish the
following: (1) to clarify the reporting and accounting
requirements of utilities desiring to include rate case

expense in their rate base; and (2) to prescribe industry
performance standards to allow the Commisssion to effectively
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monitor and enforce the quality of service being provided by
utilities. A statutory amendment is needed to clarify
whether transfer of certificates of public convenience and
necessity from one utility to another through transfer of
the controlling interest in the corporate stock is subject
to APUC approval (see Recommendation No. 6).

The Commission®s effectiveness has also been hampered by
difficulties in recruiting and retaining employees for the
Utility Financial Analysis Section and Utilities Engineering
Section. |Increasing compensation levels for those positions
to a competitive level with employers in the Anchorage area
and similar positions in the State government should allow
recruitment and encourage retention of qualified experienced
staff (see Recommendation No. 7).

Improvement in the efficiency of Commission operations would
result from: (1) development of a topical cross-reference
system for Commission orders (see Recommendation No. 9);

(2) implementation of a time-management system to assist the
Commission in prioritizing, planning and scheduling future
workloads, and monitoring work 1in progress (see Recommendation
No. 8); (3) establishment of separate collocation codes for
budgeting and recording expenses of each function of the
Commission (see Recommendation No. 11); and (4) restriction,
of Commissioner involvement in the administrative function
of the Commission (see Recommendation No. 10).

A review of Commission appointment activity performed by the
Office of the Governor showed that the chairmanship term of

the present APUC chairman expired November 30, 1977 and, to
date, a period of 20 months, no new appointment or reappointment
to this position has been made. The Office of the Governor
should make appointments in a timely manner.

Subsequent Event
The present Chairman of the APUC was reappointed to the

chairmanship on July 31, 1979. That term will expire
November 30, 1981.

STATE OF ALASKA 10 DIVISION OF LEGISLATIVE AUDIT



FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

The Alaska Public Utilities Commission, the Alaska Transpor—
tation Commission and the Alaska Pipeline Commission should
be combined into a single regulatory commission.

During our review process we compared the utility regulatory
scheme utilized in Alaska with the schemes utilized in the
other forty-nine states. This analysis revealed than Alaska
is one of only three states utilizing three utility regulatory
commissions and employs the second largest number of com—
missioners as shown below:

States Commissioners Employees
Regulatory Used By No. On No. Of Range
Scheme No. %  Ccmm. States % Hi Lo Avg.
One 1 1 2%
Regulatory 42 84% 3 29 69% 976 11 164
Commission 5 10 24%
7 2 5%
42 100%
Two
Regulatory 5 10% 6 5 100% 726 87 242
Commissions
Three 8 1 33%
Regulatory 11* 1* 33%
Commissions 3 6% 12 1 33% 762 71* 419
100%
*Alaska

From: The 1977 Annual Report on Utility and Carrier Regulation
of the National Association of Regulatory Utility Commissioners.

A brief history of the development of Alaska®s three regulatory

commissions follows. The Alaska Public Service Commission
(PSC) was established in 1959 as a part-time three-member
commission responsible for all fixed utility regulation. In

1960 the PSC gained responsibility for regulating transportation
utilities with the passage of the Alaska Motor Freight

Carrier Act and the Alaska Air Commerce Act. The transportation
regulation duties were transferred to the full-time three-
member Alaska Transportation Commission (ATC) at its creation

in 1966, and 1970 legislation eliminated the PSC and created

the Alaska Public Utilities Commission (APUC) with jurisdiction
over fixed utilities. That legislation established the APUC
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as a full-time three-member commission, but the composition
was increased to five members in 1975. In 1972 the Alaska
Pipeline Commission came into existence as a separate, Tull—
time three-member commission.

The advantages of a single regulatory agency over separate
agencies are numerous and include: (1) reduction in number

of commissioners needed to preside at hearings; (2) a combined
professional staff which would allow for more flexible
staffing (i.e. temporary reassignments between regulatory
disciplines to handle fluctuating workloads on a more timely
basis); (3 joint hearing facility; (4) joint copying/
reproduction Tfacility; (5) joint publications library; and

(6) possible reduction in word processing equipment and
personnel.

In a survey questionnaire distributed to utility regulatory
commissions 1in other states (Appendix B) we found that:

(@ Twenty-six of the responding thirty-two states
(81%) felt the advantages of a single regulatory
agency outweigh the cost of maintaining two or
three separate agencies. Some of the advantages
noted were: centralization of expertise; cost
savings due to economies of scale and elimination
of unnecessary duplication; in general a more
efficient use of resources.

(b) Twenty-eight of the responding states (87%) felt
commissioners can realistically develop the
expertise to render decisions in fixed, transpor—
tation and/or pipeline utility cases.

In keeping with the legislative intent of the Sunset law

which found "...that the substantial increase in the number

of State agencies, boards and commissions, and the proliferation
of rules and regulations which each has adopted have contributed
to a public disenchantment with the operation of State
government..."™ (Ch 149 SLA 1977), 1t is appropriate to

consider the merits of a single commission mode of regulating
utilities.

This recommendation should, however, only be considered in
concert with a plan for deregulation of some®™ of the industries
currently.regulated by the three commissions. Combining the
commissions without decreasing the present workload would
cause serious processing time delays. Recommendation Mo. 2
through No. 5 of this report indicate areas of APUC regulations
which could be curtailed or limited without harmful 1impact

on the public. We further recommend that the internal
structure and staffing levels be set only after deregulation
decisions have been made so that a realistic analysis of
responsiblities and workload can be made.
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Recommendation No. 2

AS 42.05 should be amended to allow the Alaska Public Utilities
Commission to cease all certification and regulation of cable
television.

The Alaska Public Utilities Commission Act, AS 42.05, mandates
the APUC to regulate all public utilities incl iding those
furnishing telecommunications service to the public for
compensation. Telecommunications 1is defined in AS 42.05.701(8)
as " the transmission and reception of messages, impres—
sions, pictures and signals by means of electricity, elec—
tromagnetic waves and any other kind of energy, force varia—
tions or impulses whether conveyed by cable, wire, radiated
through space, or transmitted through other media within a
specified area or between designated points.” The APUC has
interpreted this Statute to include cable television (CATV)
and has been issuing Certificates of Public Convenience and
Necessity (CPCNs) and has been providing economic regulation
since 1970.

Regulation of cable television has varied widely among

states. Ten states do not consider CATV within their
definition of a public utility, while eight others, including
Alaska, regulate franchising and regular subscriber rates.

The remaining states fall somewhere in the middle by regulating
utility pole attachment rates and settling disputes between
cable companies and utilities.

There are currently no federal requirements for rate reg—
ulation of CATV. There are in fact prohibitions imposed on
states by the FCC against certain types of rate regulation.
The delineation of rate regulation responsibility began with
the following FCC pronouncement issued in 1974.

In Section 76.31(a)(4)(of 47 C.F.R.) we require that
cable systems, in order to receive a Certificate of
Compliance, must have a franchise providing for fran—
chisor approval of initial charges for installation and
regular subscriber service. We have intentionally
limited rate regulation responsibilities to the area of
regular subscriber service, and we will continue to do
so. We have defined "regular subscriber service" as
that service regularly provided to all subscribers.

This would include all broadcast signal carriage and
all our required access channels including origination
programming. It does not include specialized program—
ming for which a pe -program or a per-channel charge is
made. The purpose of this rule was to clearly focus
the regulatory responsibility for regular subscriber
rates. It was not meant to promote rate regulation of
any kind.
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The FCC deleted the requirement of franchisor approval of
rates for subscriber service effective September 1976,
thereby removing all requirements of the franchisor for rate
regulation. From a report of the Connecticut Cable Tele—
vision Association we learned that "...as soon as the notice
of the FCC action was publicized, many communities throughout
the country dropped their own rate setting requirements.”

We feel that Alaska should also restrict its activity in

this area.

A commonly accepted definition among economists of what
distinguishes public utilites from other sectors of business
is that public utilities are natural monopolies (operating
with government approval as such), and supply a service
which is indispensable to modern living. Cable television
is an entertainment service, not a monopoly or a necessity.
IfT subscribers are charged more than they feel services are
worth they may disconnect and seek an alternative form of
entertainment such as radio, movies, newspapers or books.

Deregulation of CATV in Alaska could possibly result in
increased development of cable television in rural Alaska.
The 1974 FCC pronouncement quoted earlier also stated:

After considerable study of the emerging cable industry

and :".ts prospects for introducing new and innovative
communications services, we have concluded that, at

this time, there should be no regulation of rates for

such services at all by any governmental level. Attempting
to impose rate regulation on specialized services that

have not yet developed would not only be premature but
would in all likelihood have a chilling effect on the
anticipated development. ~

It does not appear that deregulation of this industry would
have a detrimental impact on the Alaskan public and could,
in fact, provide an incentive for development in rural
Alaska and allow the Alaska Public Utilities Commission to
devote 1its limited time and resources towards more important
issues.

Recommendation Mo. 3

AS 42.05 should be amended to allow the Public Utilties
Commission to cease certification 1°d regulation of those
utilities furnishing collection aiu- Tisposa.l service of
garbage, refuse, trash and other waste material.

Responsibility for certificating and regulating utilities
furnishing collection and disposal service of garbage,
refuse, trash and other waste material was added to the
Alaska Public Utilities Commission Act by a 1973 amendment.
Prior to that time those utilities fell under the jurisdic—
tion of the Alaska Transportation Commission. There are
currently 29 private refuse utilities certificated and
regulated by the APUC and one municipal system certificated
but not regulated.
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Considering the Public Utilities Commissionls heavy workload
and limited resources, the public interest would be best *
served Dbyallowing the Commission to cease certification and
regulation of this industry. The economic justification

for this action is twofold.

(1) The refuse industry is not capital intensive as
are the fixed utilities regulated by the APUC.
The largest capital expense is in the vehicles and
this expense is lessened since, as staff of the
APUC has indicated, a majority of refuse utilities
lease, rather than purchase, those vehicles.
Sanitary landfills (dumps) are not allowed into
the rate base, and therefore are not considered
part of the capital investment of the utility.

(2) Competition in this industry would not be as
detrimental to the public®s interest as competition
among more capital intensive industries. Refuse
collection and d-sposal is a transportation utility
not a fixed utility. The economic theory and
practice of transportation regulation originally
was to restrict competition to encourage capital
investment in a growing industry and provide a
healthy utility to serve the public"s needs not to
eliminate competition entirely as is the theory in
the fixed utility regulation by the APUC.

The results of a review of refuse collection and disposal
service regulation in other states also support this recom—
mendation. From our questionnaire to regulatory commissions
in the other forty-nine states and the District of Columbia
we learned the following:

Number of states responding: 32

Number of states not regulating
refuse utilities: 29

Percentage of respondents not
regulating: 91%

We were unable to determine in how many states this service
is regulated at the local government level but are aware
that it is in some states. AS 29.48.033 provides munici—
palities in Alaska the authority to regulate at the local
level but this authority is superseded by the APUC.

Local governments in Alaska already exercise a great deal of
control over the level and quality of service and rates
charged by the private utilities through special contracts
with those utilities. Therefore, the impact of deregulation
would be felt primarily by those consumers residing outside
municipal boundaries, a small percentage of the total number
of consumers currently receiving these services.
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Recommendation No. 4

AS 42.05 should be amended to allow non-profit telephone
and electric cooperatives to petition for withdrawal from
APUC economic regulation.

The APUC currently certificates and regulates eleven electric
utilities and six telephone utilities in Alaska organized
under AS 10.25, the Electric and Telephone Cooperative Act.
Statutory requirements of the cooperatives under that act
include: each consumer of the cooperative is a member and
members elect the board of directors; they must hold an
annual meeting of the membership at which a quorum (as
established by the bylaws) must be in attendance to conduct
business; the meeting must be adequately noticed to the
public? and, most importantly:

A cooperative shall be operated on a nonprofit basis
for the mutual benefit of its members arid patrons. The
bylaws of a cooperative or its contracts with members
and patrons shall contain such provisions relating to
the disposition of revenues and receipts as may be
necessary and appropriate to establish and maintain its
nonprofit and cooperative character (AS 10.25.380).

In the first session of the Eleventh Legislature a bill was
considered which, as originally introduced, would have
exempted cooperatives organized under AS 10.25 from economic
regulation (regulation as to rates, regulations, and quality
of service) but retained the certification requirements. An
amendment to this bill limited the exemption to electric
cooperatives.

A review of all revenue requirement requests by nonprofit
cooperatives in the past three years, of which there were
nine, reflected the following. Of those nine, six received
exactly what they requested, two had immaterial variances
and one was granted approximately two percent less than it
requested. It appears that the integrity of the boards of
directors of the cooperatives in keeping revenue requirement
requests minimal has been demonstrated and provides an
adequate control over this facet of utility rate setting.

However, the large number of consumer complaints received by
the APUC against cooperatives indicates there are problems

in the boards"™ responsiveness to their members, particularly
in the areas of billing practices, rates and charges, quality
of service and line extension or service availability. It
appears, therefore, that even though a theoretical mechanisnm
exists for ensuring adequate service at reasonable rates
there is sufficient reason to doubt its reliability in some
cases. We therefore recommend that the membership of the
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cooperatives, by vote of a majority of the members, be given
an opportunity on a utility by utility basis to determine
whether their cooperative should remain under APUC regulation.
A statutory provision should be made to allow cooperatives

to come back under regulation, again by vote of a majority

of the members, should they so desire.

Recommendation No. 5

AS 42.05 should be amended to exempt from economic regulation
all utilities with annual gross revenues not exceeding

- 0Of & &S b

Pursuant to AS 42.05.711(e), effective since 1970, electric

and telephone utilities with annual gross revenues not
exceeding $25,000 are exempt from regulation by the APUC.

The exemption should be increased to $100,000 and extended

to all utilities. This exemption is from economic regulation
only. All utilities regardless of size should be certificated
by the APUC. Critical staffing problems*™ and an increasing

case backlog require the APUC be divested of the responsibility
for the smaller utilities in order to effectively manage the
larger utilities which have a greater impact on the public.

Legislation was introduced in the 1979 Session to increase
the exemption. The final amended version provided for total
deregulation of all utilities with annual gross revenues
less than $50,000 as well as providing for economic deregulation
as to rates, rate design and quality of sevice of those
utilities with annual gross revenues less than $500,000. In
the latter case, the Commission would only involve itself in
the certification process, determining whether a utility 1is
fit,"billing and able to~frovide utility service. The
effect of this legislation and various other exemption
levels have been measured, utilizing gross revenue data from
either the 1977 or 1978 utility"s annual report, whichever
was most current.

Table I provides a list of utility groups and their regulatory
status as of December 31, 1978:

Table 1
Utility Group Certified Regulated Unregulated
Electricity 48 30 18
Telephone 25 22 3
Cable TV 18 17 1
Water 54 22 32
Sewer 31 6 25
Gas ) 4 1
Steam 1 0 1
sGarbage 28 28 0

210 129 81
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There were 39 regulated utilities for which annual reports

were not obtainable with the majority, 28, coming from the
garbage utilities which are not required to file, leaving 90
utility annual reports available for testing. 0f those 90
utilities we were able to determine annual gross revenues

for, 53 (58.9%) would be exempted from economic regulation

by the proposed legislation. This number appears excessive
when added to rhe 28 garbage utilities and the cable television
company also recommended for deregulation, with revenues 1in
excess of $500,000.

Table 11 shows the minimum number of utilities which would
be exempted from economic regulation a varying thresholds:

Table 11
Annual Gross Minimum* % (Total
Revenue No. Exempted Regulated = 129)
$500,000 53 41 .1%
$250,000 41 31.8%
$100,000 26 20.2%
$ 50,000 17 13.2%

* Minimum because we were only able to determine
annual gross revenues for 90 of the 129 regulated
utilities.

Table 111 is a distribution of this data over the individual
utility groups.

Table 111

$50,000 $100,001 $250,001
Under to to to Over
$50,000 $100,000 $250,000 $500,000 $500,000 Unknown Total

Electric 0 1 7 3 18 1 30
Telephone 2 3 4 3 10 0 22
Cable TV 2 2 3 4 1 5 17
Water 11 3 0 1 3 4 22
Sewer 2 0 1 0 2 1 6
Gas 0 0 0 1 3 0 4
Garbage 0 0 0 0 0 28 28
17 9 15 12 37 39 129
Within
Groups 13.2% 7.0% 11.6% 9.3% 28.7% 30.2%
Cumulative 13.2% 20_2% 31.8% 41.1% 69.8%  100.0%
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Given present staffing levels, and the associated shortcomings,
we believe the elimination of an additional 26 small utilities
at the $100,..000 level would not be contrary to the Commission"s
respon*"fffffifty"to protect the public interest. Additional
time could be devoted to larger utilities serving a larger

number of customers. In addition, the cost of regulation on
a percentage basis to a small utility may outweigh the
potential benefits. This action, along with the deregulation

of garbage utilities (28 total) and cable television utilities
(17 total) would reduce the number of economically regulated
utilities to 62, a 52% decrease.

Recommendation No. 6

The statutes and regulations governing the Alaska Public
Utilities Commission should be revised.

We determined through interviews, questionnaires, and

review of records on file at the APUC Offices that sections
of the statutes and regulations governing the APUC are con—
flicting, vague, obsolete and inadequate to carry out the
Commissions mandated responsibilities. Several examples
received from the Commissioners, staff, and attorneys who
practice before the Commission are described in detail
below:

1. Regulations should be promulgated clarifying the
reporting and accounting requirements of utilities
desiring to include rate case expense in their
rate base. The Commission has had at least one
decision appealed to Superior Court for departing
from precedents set in previous decisions rendered
on treatment of rate case expense. The Commission
acknowledged the need for such regulations 1in the
final order on docket U76-66 1issued in May of 1977
where they stated "...the Commission plans to
promulgate regulations which will clearly delineate
the reporting and accounting requirements that
utilities will have to satisfy in order to secure
all rate case expenses, derived from both in-house
personnel and independent consultants or counsel."”
To date, however, no action has been taken. Such
regulations could be used to promote the Commission
favored policy of encouraging utilities to develop
rate cases in-house rather than rely exclusively
on costly consultants, a procedure which could
result in savings for utility rate payers.

2. Regulations should be promulgated establishing
industry performance standards for all regulated
industries. AS 42.05.291 requires public utilities
to "...furnish and maintain adequate, efficient
and safe service and facilities”™ and gives the
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APUC the authority to"... prescribe adequate and
reasonable standards for the measurement of
guantity, quality, pressure, 1initial voltage, or
other conditions pertaining to the supply of the
service of public utilities.” To date, however,
the only standards prescribed are telephone ser—
vice standards. The development of those standards
were prompted by a utility allenge in court of
APUC"s right to enforce "at eptable industry
performance”™ standards when none existed. The
court decision favored the utility. Promulgation
of regulations on performance standards would
avoid the occurrence of such a court challenge 1in
the future and allow the Commission to effectively
monitor and enforce the quality of service being
provided by utilities.

3. A statutory amendment is needed to clarify whether
transfer of Certificates of Public Convenience and
Necessity from one utility to another through
transfer of the controlling interest in the corporate
stock 1is subject to APUC approval. The Commission
has construed existing sections of the Alaska
Public Utilities Commission Act as providing
statutory authority for such action, but a definitive
statement of jurisdiction is needed. The Commission
requested such action in 1978 but the legislation
did not pass.

4. Discrepancies between statutes and regulations
should be eliminated. AS 42.05.421 allows the
Commission to suspend the operation of a tariff
filing for an initial period not longer than six
months beyond the time it would otherwise go into
effect. 3 AAC 48.300(b)(4) states they may suspend
the filing for a maximum period not longer than
six months beyond the date it would otherwise
become effective. The Commission has 1in practice
suspended for multiple six-month periods which 1is
within their statutory right but clearly contrary
to the regulation which was promulgated in 1973.

AS 42.05.411(a) states that a utility may not put
new or revised rates, charges, rules or regulations
into effect except after 45 days notice to the

Commission. The 45-day period was increased from
a previously required 30-day period by a 1975
amendment. However, many sections of the regulations

including 3 AAC 48.060 (i), 3 AAC 48.070(b), 3 AAC
48.300 and 3 AAC 48.310 still refer to the 30-day
period and should be changed to reflect the statutory
amendment.
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Recommendation No. 7

The APUC should seek upgrading of salary levels £for professional
support staff.

The Alaska Public Utilities Commission has been hindered for
the past nine years by difficulties in recruiting and
retaining employees for the Utility Financial Analysis
Section and Utilities Engineering Section. The average
length of time vacancies exist before Utility Financial
Analyst (UFA) positions can be filled is nine months and
Utilities Engineer (UE) positions can be filled is eleven
months. One UFA 111 position was created in July of 19r5
and has not been filled to date. Discussions with Commission
personnel indicated that qualified applicants for the UFA
Il position have been discouraged by the salary range and
have been able to obtain employment with utility companies
for higher salaries.

The difficulty in recruiting highly qualified personnel for
positions such as the UFA 111 led the Commission to reclassify
several higher level positions to entry level positions.

This action was taken to allow the Commission to provide 1in-
house training for less experienced individuals fcr advancement
into the more demanding positions. The Commission®s experience,
however, has been that persons receiving the in-house training
remain an average of only one year. We were again told by
Commission personnel that these individuals,having received
APUC training, are then qualified for positions with utility
companies offering higher salaries.

In recognition of the recruitment and retention problems at
APUC, Arthur Young & Co., investigated the compensation
levels as part of their 1973 Management Audit of the Com—
mission. They reviewed the January 1978 study on salary
levels done by the Division of Personnel which concluded
that salary adjustments were not justified at that time.
Arthur Young & Co. found that study incomplete in that it
compared APUC salary levels with similarly titled positions
in other states and with a Fairbanks utility, but did not
include a survey of positions in the Anchorage area.

Arthur Young & Co. did conduct a survey in Anchorage and,
although they couldn®t determine the true prevailing wage
rates for the area because of the limited response rate,
they were able to identify material pay differences. "

with four major employers within the Anchorage area whlch
historically, have consistently competed with the APUC 1in
recruiting for and retaining individuals in professional
positions in the Commission (specifically, Utility Engineers
and Utility Financial Analysts)." The percentage difference
between the weighted average of the responses and the state
salary range midpoint revealed a deficiency in the state
range from 25.5% to 43.5%.
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As part of our investigation into this problem we compared
job descriptions for the UFA 11l position at APUC and the
Tariff Specialist position at the Alaska Transportation
Commission. Even though the description of duties for these
two positions are very similar, there is a difference of
three salary ranges or a deficiency of 25%.

In addition to the creation of a work backlog, the staffing
problem has resulted in recruitment and reliance on less
experienced personnel or contracts with expensive consultants.
UFA 1 and UFA Il personnel have been required to perform the
job requirements of UFA 111°s including testifying at formal
Commission proceedings. During those proceedings attorneys
representing utilities have, on occasion, reduced the credibility
of Commission employees as expert witnesses during cross
examination by reviewing their credentials on the record.

If the public interest is to be effectively protected by the
Alaska Public Utilities Commission, compensation levels

should be established which will allow recruitment and
encourage retention of qualified, experienced staff.

Recommendation No. 8
The APUC should implement a time management system.

As part of their 1378 Management Audit of APUC, Arthur Young

& Co. developed a time management system to assist the

Commission 1in prioritizing, planning, and scheduling work,
monitoring work in process and work accomplished; and establish—
ing functional and position objectives. Our discussions

with Commissioners and staff and a review of processing time

for Commission actions demonstrate a continuing need fcr
implementation of such a systenm.

An effective time management system could alleviate delays
in processing tariff filings. Our tests showed that the
review process, from receipt of application to final order
by the Commission, averages 13 months. This has resulted in
an increasing need to suspend tariffs for more than a single
six month period. Lcng range planning of Commissioner and
staff time and resources would allow for more effective and
efficient use of time and resources and the rendering of
Commision decisions in a more timely fashion. This 1is
particularly important in a time of spiraling costs when
delays in Commission decisions have a confiscatory effect on
utilities.

Recommendation No. 9

The APUC should develop a cross-reference system for Commission
orders and decisions by the courts.

The APUC currently files Commission orders by docket number

and in a chronological order file and maintains reference
cards by utility name, but does not maintain a topical
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cross-reference system. Decisions from the courts on appeals
of Commission decisions are filed with the related docket by
docket number.

Currently the best catalog of prior Commission decision is

in the memories of individual Commissioners and staff members.
Access to this unwritten catalog is not always possible, at
best time consuming for all parties, and becomes less reliable
with the passage of time. A cross-reference system of

orders and decisions by major issues involved and/or precedents
set would provide efficient access to past decisions to

allow analysis by staff and decisions by Commissioners to be
made consistently from case to case and in accordance with
relevant court decisions. It could also reduce application
processing and hearing time by allowing any applicant"s
attorney to review prior decisions and cases which are

similar to his/her client"s case.

Recommendation No. 10

The Commissioners of the APUC Should restrict their involve—
ment in the administrative function of the agency.

Arthur Young & Co., in their management audit of September
1978, delineated the responsibilities of the Commissioners
and Executive Director in the following way: the Commissioners,
through the Chairman, should prescribe the limitations of
authority of the Executive Director regarding policies,
expenditures, and personnel actions; the Executive Director
should provide central leadership, direction, .dministration
and control over the Commission®s operational and adminis—
trative functions within the limits as set out by the
Commissioners. We recommend the Commissioners restrict
their involvement 1in administrative matters to setting
policy, and delegate to the Executive Director authority for
carrying out the necessary actions to employ that policy.

The Commissioners became involved in administrative matters
several years ago to carry on the management responsiblities

of an Executive Director who was absent for extended periods

of time due to illness. There have been several vacancies
since that time due to resignations or dismissal of individuals
in the Executive Director position, and during the majority

of those vacancies, a Commissioner acted as Executive Director.
Through discussions with staff and personal observation we
learned that the involvement of the Commissioners in admin—
istrative functions has extended to times when the Executive
Director position was fTilled. This duplication of authority
has confused reporting relationships within the agency and
consumed the Commissioners™ time unnecessarily.

In addition to being an inefficient use of time, the direct

involvement of Commissioners in the daily management of
agency operations is inappropriate. Because the staff of
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the APUC 1is a party to most of the formal proceedings heard
before the Commission, the Commissioners are prohibited from
ex parte communications (discussion of a proceeding without
all parties to that proceeding being present). Supervision
of staff activities by any Commissioner could, therefore
compromise the independence of the staff/Commissioner
relationship.

Recommendation No. 11

The APUC should seek to establish separate collocation codes
for each section of the Commission.

Allocations and expenditures for all operating costs of the
APUC are channelled through a single collocation code.
Establishment of separate collocation codes would provide

the Commission with an effective management tool for efficient
use of funds.

There are competing needs for funds in all object groups and
no method of assuring all needs are treated adequately.

There are such competing needs, for example, 1in the travel
category. The Commissioners require travel funds for holding
public hearings and formal proceedings outside of Anchorage

to provide easier access by the affected consumers. They

also require funds to participate in meetings held outside
Alaska which provide education in utility regulatory processes
and information on trends in national policy. Staff financial
analysts and engineers require travel funds to perform field
audits on utilities seeking certification or a tariff change
from the Commission. Commission administration requires
travel funds to provide employee training and development.

All these needs are of sufficient merit to necessitate
budgeting by section to assure no one use depletes funds
needed for other uses.

Recommendation No. 12

The Office of the Governor should keep the appointment of
Chairman of the Alaska Public Utilities Commission current.

AS 42.05.020(b) states "The governor shall designate one
member of the commission as chairman of the commission.

This member shall serve as chairman for a term of four
years, but may be appointed for successive terms.” The term
of the present chairman of the APUC expired November 30,
1977 and, to date, a period of 20 months, no new appointment
or reappointment to this position has been made.

We recommend that the Office of the Governor appoint a new
chairman or reappoint the existing chairman of the APUC as
soon as possible and in the future make such appointments in
a timely manner.
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Subsequent Event

The present chairman of the APUC was reappointed to the chair
manship on July 31, 1979. That term will expire November 30,

1981.
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ANALYSIS OF PUBLIC NEED

Limited Analysis

The following analyses of Commission activities relate to
the public need factors defined in AS 44.66.050. These
analyses are not intended to be all inclusive, but address
those areas we were able to cover within the scope of our
review.

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

The Commission has performed in a dedicated,
conscientious manner to ensure that utilities are
fit, willing and able to provide utility services,
and to regulate them in such a manner as to provide
adequate service to Alaskan consumers at the

lowest reasonable rates. However, the Commission®s
effectiveness and efficiency in performing mandated
responsibilities have been limited by a burgeoning
workload and internal management problems (see
Recommendation No. 2 through No. 5, No. 7 through
No. 11).

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

The operation of the Alaska Public Utilities
Commission has been impeded by current statutes

and regulations. The definition of public utility
is too broad and should be limited to allow the
Commission to devote its limited time and resources
to regulation of utilities of sufficient import.
There is also a need for statutory and regulatory
amendments to allow for more effective case
management and to avoid court appeals of Commission
decisions (see Recommendation No. 2 through No. 6).

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

The Commission has recommended few statutory
changes 1in the past five years. They have not
actively sought any changes which would limit the
number or type of utilities which are currently
regulated even though aware such an action would
improve thair effectiveness while still serving
the public interest (see Recommendation No. 2
through No. 6).
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1v.

VI,

VIL.

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

All formal proceedings are properly and timely
noticed and open to the public. The Commission
has held public hearings and formal proceedings
within the service areas of the utilities before
them to facilitate public attendance and partic—
ipation.

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

As stated under criteria 1V, proceedings are

properly and timely noticed and open to the

public. Additionally, any interested person or

party may intervene in a formal Commission proceeding
if their intervention will be conducive to the

ends of justice and wilJ not unduly delay the

conduct of such a proceeding.

The efficiency with which public inquiries or
complaints regarding the activities of the board,
commission or agency filed with it, with the depart—
ment to which a board or commission is administra—
tively assigned, or with the office of the ombudsman
have been processed and resolved.

The Commission adopted regulations in 1973 for
informal and formal complaint procedures. Procedures
for informal complaints, include a requirement
that the complaint be made first with the utility
before being filed with the Commission. If the
complaint cannot be resolved informally, formal
complaint procedures may be used including, if
good cause 1is shown, a formal 1investigation. The
Consumer Protection Section Chief of the APUC
estimates that of the approximately 1,500 informal
complaints received annually, 2-6 end up as

formal complaints. The Office of the Ombudsman
received approximately 12 complaints and all were
pending action or satisfactorly resolved by the
APUC.

The extent to which a board or commission which
regulates entry into an occupation or profession
has presented qualified applicants to serve the
public.
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The Commission, prior to granting a Certificate of
Public Convenience and Necessity to a public
utility, 1is required to determine that the applicant
is fit, willing and able to provide the utility
services applied for. APUC employs Utility
Financial Analysts and Utilities Engineers to
perform the necessary analyses to make this
determination. However, recruitment and retention
problems with those positions have impeded the
Commission®s ability to perform those duties (see
Recommendation No. 7).

VII. The extent to which state personnel practices,

including affirmative action requirements, have
been complied with by the board, commission or
agency to its own activities and the area of
activity or interest.

We found no evidence of hiring practices or
Commission appointments that are contrary to the
State personnel practices.

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.

Please refer to the previous section, Findings and
Recommendations.
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APPENDIX A

ALASKA PUBLIC UTILITIES COMMISSION
COMPARED TO EXPENDITURES

Revenue Collected

Expenditures

Fiscal Year 1973

UNAUDITED*®

Excess of Expenditures Over Revenues

Revenue Type

Injunction and
Monetary Sanction

Civil Penalties

Application Fee
Expenses of Hearing
Sale of Public
Documents

Note 1

SCHEDULE 1

COLLECTED REVENUES

Amount

$1,000/violation
day up to $200,000

Up to $100/viola-
tion

$50.00

As provided 1in
AS 42.05.651

Varies by type
of document

REVENUES

$40,174.63
($1,751,317.29)

($1,712,142.66)

Collection Time

When assessed

When Assessed

Upon Application

When assessed

When assessed

The records were not audited by us and accordingly we do not

express an opinion on them.

the Prior Year

ization Balances.

STATE OF ALASKA

The source of the revenues was
(FY 778) Unrestricted Receipt Balances. The
source of the expenditures was the Prior Year

(FY'78) Author—
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APPENDIX B

QUESTIONNAIRE SENT TO OTHER STATES®
UTILITY REGULATORY AGENCIES

Does your agency regulate:

a. fixed utilities only? 12%
b. fixed and transportation utilities only? 22%
C. fixed and pipeline utilities only? 12%
d. fixed, transportation and pipeline utilities? A%

What are the advantages and disadvantages of an agency
regui ating more than one group of utilities?

advantages: centralization ofexpertisee cost savings ; economics
of scale; flexibility of staff', less duplication of
personnel and functions ; none.

disadvantages: hard to employ sufficient staff to cover all utilities,
some utilities may be ignored} lack of coordinations
none.

Do you feel that the advantages outweigh the cost of
maintaining two or three separate agencies?

No
Yes No 3% Opinion %
Comments: Overall operating cost is considerably less for one

agency than for several agencies', favor separate
agency to regulate transportation.’, key is in adequate
staff-, one agency would expedite and save duplications.

Can a commissioner/board member or administrative
officer realistically develop the expertise to render
decisions Tn fixed, transporation and/or pipeline
utility cases?

No
Yes °°Y No Opinion Db°
Comments: I f technically trained and experienced staff is

available to provide him with the proper background
and assistance it will require time and dedication
as well as integrity.
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I¥f your agency 1is administered by a Board or Commission:

a. How man{ commissioners/board members serve? 3 80))
5 (31%
7 (9%)
b. How long are their terms? 6 yr. (67%), 4 yr. (21%), 3 yr. (3%),
5yv. (3%), 8yr. (3%), 10 yr. (3%

C. Is there a limit to the number of consecutive
terms they may serve? no (97%) yes (3%

(If yes, please statewhat the limit is.) 12 years

How many full-time staff members are employed by
your agency? average 206

What was your final fiscal year 1978 budget? avg.$5,480,148

How many of the following types of fixed utilities does
your agency regulate? Note: |If none, please indicate
why (i.e. a. no such utility operates 1in the state; b.
that type of utility is regulated by another state
agency; or c. utility is exempt from state regulation) .

utility number if none, why
electric avg. (32 states)=33
gas avg. (31 states)=20, b (1 state)

none: 1 state
telecommuni —

cation avg. (32 states)=49
sewer avg. (30 3tates)=60, c (11 states)
none: 11 states
water avg. (30 states)=167, a (2 states)
none: 2 states
CATV avg. (3 states)=S6, (1 state), unspea. (1 state)

garbage avg. (3 states)=526, (1 state), unspea. ( 1 state

a
none: 29 states b (5 states), a (22 states)
a
none: 29 states a (27 states)

Are all utilities regulated for the following?

a. authority to operate Yes 9% No 6l No response 3
b. fair and reasonable
rates Yes 9% No J%_
C. rate design Yes 94° No &%
d. service area Yes 9% No I
e. quality of service Yes 100%  No
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10.

11.

12.

If no, please explain which utilities are exempt, and
from what facet of regulation.

Practices of municipal utilities not subject to our jurisdiction,
municipal utilities exempt from rate regulation, mutual and coopera-
tive telephone companies with less than 2000 main stations, gas'and
ele_i:_tr_ic by franchises, elect coops and municipals, municipal water
utilities.

Are the following types of utilities regulated for fair
and reasonable rates?

a. utilities owned and operated by

a political subdivision of the

state? Yes 2% No 7%
b. nonprofit cooperative corpora

tions?

Yes 3% No 56%* No Response I n/A I

IT a utility is exempt from economic regulation what
mechanism is used to ensure adequate service at reason—
able rates?

The market mechanism, political process, municipal authorities for
municipal utilities, REA board members ensure reasonable rates for
cooperatives, public pressure on elected officials, city governing

body for municipal utilities, local units of government, local hoard
for coops, courts. *members of cooperatives may petition for regulation

Have small utilities been exempted from regulation
through adoption of a threshold of gross revenue or
output capacity? If yes, please state the amount of
threshold.

utility no XES N/A threshold
electric 100% 0 0
gas A% K7 3 10 customers (3)*
telecommunications  100% 0 0
10 customers (3)*
sewer 0% P 3% 100 customers (2)*
50 customers (5)*
water 81% 18% L) 9 customers (4) *

10 customers (5)*
50 customers (5)*
100 customers (2)*

garbage A% 0 66%
Public Movers 1 response *See question 13
< er Air Conditioning 1 resvonse | ov
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13.

14.

15.

Are there any conditions under which a utility under
the threshold for regulation might still be regulated?

(1) upon petition of ratepayers or by legislative action, (2) no,
(3) by request of company, (4) if they request regulation or if the
Legislature mandates it, (5) if majority of customers petition, upon
petition, regulation shall be for one year or so long as the Commis-
sion or a majority of customers desire.

Is your agency or state legislature currently consider —
ing deregulation of any category of public utilities?

yes: 31% no: 6%

transnoration, air carriers, charter party carriers, sightseeing and
tour buses, warehousemen, water and sewer, household goods, water coops
carriers, new PBX systems, radiotelephone utilities, some classes of
motor carriers, watercarriersand certain typesof motorbuses; cooper-
ative telephone companies;sand 3graveltrucks; public movers 5
refuse companies.

Is there a program used to spotcheck the performance
and/ or rates of the utilities through unannounced
inspections or audits?

yes: 65% no: 4%

all rate applications, random audits of telecommunications regarding
quality of service, financial audits at least once every 2 years,
management audits, unannounced safety and service inspections, testing
of meters; announced inspections only.

IT yes:
(@) How often are such checks made?

Random; varies widely; each months fuel cost is checked; other
items are done periodically; annual announced audit of major
companies; annually, service and safety more frequently:

(b) What percentage of the regulated utilities are
checked each year?

10-20%; 35-40%; majority; between 75-100%; 30-40%; 50-80%;
8% larger utilities 1009 smaller utilities varies; all
utilities once yearly.
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17.

18.

(@ What factors does the agency consider in determining
a rate base?

Orginal costs, reconstruction costs, depreciation, advances in
aid of construction, contributions in aid of construction, limited
CWIP, income tax deferrals, materials and supplies, inventory,
prepaid items, special deposits and cash working capital; average
plant in service, land 5 property held for future use must meet
test of reasonableness and are determined on a case by case basis;

(b) What factors does it exclude from consideration?
Number of responses in ()

None: (3), customer deposits, advances: (3), plant held for future
use: (1) CWIP: (8), contributed property: i2), compensating bank
balances: (1), not used or useful: (4), contributions in aid of
construction: (3), depreciation reserve: (2), deferred investment
tax credit: (2), advances in aid of construction: (2), preliminary
land &survey transaction: (1), advertising: (1)

For each of the fixed utilities, what does the agency
consider to be a fair rate of return on investment:

utility rate of return

(range) average
electric 5.0-10.0 (coops), 8.5-14.5 10.87
gas 8.5-14.5 10.93
telecommunications 8.0-14.5 10.24
sewer 5.0-16.0 9.75
water 5.0-16.0 10.52
CATV 13.5-15.0 14.06
garbage Uu.8

Do you require audited financial statements from all
utilities?

Yes  56%* No 41% No Response 3
If yes, how often? annually: 56% every rate case: 6% monthly: &%

* several noted that annual financial statements were required but need
not be audited.

STATE OF ALASKA 35 DIVISION OF LEGISLATIVE AUDIT



19. Does your staff perform a thorough analysis of rate
packages or rate design?

yes: 9%
aometimes: I
no: -0-
Note 1
Number of questionnaires sent to other
state regulatory agencies - 30
Number of state regulatory agencies 32

who responded

Response Rate 64%
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APPENDIX C

QUESTIONNAIRE SENT TO" APUC REGULATED ELECTRIC AND
TELEPHONE NONPROFIT COOPERATIVE CORPORATIONS

Are you aware of Senate Bill 133 (attachment 1), and
the proposed substitute to that bill (attachment 2)
introduced during the current legislative session,
which would have exempted nonprofit cooperative cor—
porations from economic regulation by the Alaska Public
Utilities Commission?

Yes 100% No -0-

Did you support the passage of:

(@ SB 133 as originally introduced:
Yes 8% No 12%

(b) The proposed substitute for SB 133?
Yes 6% No 2% No answer 1%

What do you feel would be the advantages to the utility
and its membership of the passage of such a bill ?

Number of responses in ()

reduction of regulatory cost (7),

reduce time lag, able to adjust rates on more timely basis (5),
cut unnecessary red tape (1),

reduce workload (1),

more realistic revenue estimates (1),

What do you feel would be the disadvantages to the
utility and its membership of the passage of such a
bill?

added local responsibility, more "heat" on board and management (2)
APUC requires utility to be fair to all consumer classes (1)
lack of ability to establish certified service areas (1)

APUC provides advice on operational & financial problems (1)
none (2)

If you do not support SB 133 or its proposed substi—
tute, are there any changes to the existing statutes or
regulations of the APUC you feel should be made?

Yes 2% No -0- No Response %
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®)

Q)

™

®)

®

Number of responses iIin ()

Please explain:

APUC should be required to file statement of estimated cost to

consumers of any proposed rules: (1) _ _
Change reporting requirements to conform with REA reporting

requirements: (1)

If your utility is exempted from economic regulation by
the APUC, what mechanism would be used to ensure that
your consumers receive adequate service at reasonable
rates?

Board of Directors: (5)3 REA: (5), Members: (5)} Management: (3),
independent auditor: (1)} employment of competent rate consultants:
constant computer review of rate of return: (1)3 Rational Rural

U tilities Cooperative Finance Corporation: (1)

Does this mechanism exist now or would it need to be
implemented?

Already exists: (4)

Beginning stages of implementation: (1)

How many members currently belong to your cooperative?
avg. 4576

Please indicate when your last three general membership
meetings were held and indicate whether a quorum was
constituted for each meeting.

Meeting Date Quorum

; Yes 8% No 1%
varied

Yes 6% No 1% No. Ans.

Yes 1% No 1% No. Ans.
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(10) Please indicate when your last three board of directors
meetings were held and indicate whether a quorum was
constituted for each meeting.

Meeting Date Quorum

varied Yes  100% No
Yes ICO% No
Yes  100% No

(11) What has been the cost of APUC regulation for your
utility for each of the years listed below:

Year Actual Allowed by APUC
1978 varied same or pending
1979 varied same or pending

t

(12) What 1is your current procedure for handling consumer
complaints?

investigated by staff, if unresolved referred to general manager, if
unresolved referred to board of directors: (6)

investigated by staff, investigated by management if serious, directed
to board if general or political in nature: (1)

investigated by general manager, if unresolved referred to board: (1)

(13) How many consumer complaints were received:
* there were 8

e (@) Three years ago? avg. of o* responses=102 responses, how-
ever, 2 stated
(b) Two years ago? avg. of 6* responses=37 they do not
maintain records
(c) last year? avg.of 6* responses-60 °tf_ this informa-
ion

(14) What 1is the average length of time from when a complaint
is received until it is resolved?

if resolved by employees 0-5 days, by board 30-60 days: (1)
2 days: (1)

0-2 days: (1)

2-3 hours: (1)

usually 2 days, sometimes 1-2 weeks: (1)
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(15) Do you believe that the Alaska Public Utilities Com—
mission has operated in the publics best interests?

Yes 17 No 5% No Response 3%

Comments: APUCdoes not have proper' staff: (1)} burden consumers
with unnecessary regulatory costs:(1)} delaying rate increase requests
for maximum allowable time causes serious depletion in member -owners
equity and placed coops in precarious financial straits: (2), consumer
complaints officer has been helpful: (1)

(16) Do you have any complaints concerning the service
provided by the Commissioners or the staff of tne APUC?

Yes  76% No 12% No Response 1%

Please explain: require excess amount of data: (1)} provided
misdirection of requirements: (1)} takes forever to get anything done:
(1)j Commission’s news releases are often an insult to the integrity and
professionalism of the utility: (1), full-time legal council should be
retained.

(17) Additional Comments?

gotten hide bound with rigid regulation: (1); some Commissioners

and staff are very dedicated: (1), poorly managed: (1), revolving
door employee turnover compromises APUL competence: (1)} Management
Audit of Commission was waste of money; (l)y REA coops are very respon-
sive to their memberships demands: (1)

Note 1

Number of Questionnaires sent to APUC
regulated Electric and Telephone Nonprofit

Cooperative Corporations 17
Number of Responses Received 8
Response Rate 4%
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QUESTIONNAIRE SENT TO ATTORNEYS WHO
PRACTICE BEFORE THE ALASKA PUBLIC UTILITIES COMMISSION

Are there any statutes or regulations that

you believe to be obsolete, vague, conflict
ing, unduly restrictive, and/or inadequate

to allow the Commission to effectively and

efficiently regulate public utilities in

Alaska?
Number of
Responses

no, not that I have come across 2
none, but | believe APUC should regulate municipalities 1
3AAC 48.170-3AAC 48.080(c) are not consistent w'th

law3 of Alaska 1
yes, AS 42.05.421 should be amended to strike the
word "initial™ and require decisions within 6 month
period. 1
AS 42.05.030 should be S-year term 1
AS 42.05.035 probably unconstitutional breach of

separation of powers 1
AS 42.05.050 commission members should not provide

the expertise 1
other 0
Do you believe the Commission®s procedures

for processing applications, hearings, and

issuing final orders are adequate? Inade —

guate? Please explain.

adequate, however infoimal conferences could -vetime 1
adequate, concerns of communities have beenhandled
expeditiously 1
ye3 2
3AAC 48.080(c) does not provide due process 1
APUC should be faulted for not requiring pre-hearing
conferences in complicated cases 1
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wholly inadequate, utilized t* ~*rve the convenience
of the Commission without re to the interests of
the public or the utility 1

rate filings based on a cost-of-living, inflation

or consumer price index, or reflective of such,

should require only administrative review for

approval 1

where growth is rapid and constant, a year-ena
test year for determination of rates makes more
sense than a 13-month test year 1

other 3

Are complaints against public utilities
resolved in a judicious and expeditious
manner, and are those utilities found 1in
violation of APUC"s laws, rules and regula
tions disciplined by the Commission?

Number of
Responses
yes
yes to first part, don't know to second part 1
judicious, more time needed whereby minor adjustments
could be approved quickly and economically 1
cannot comment 2

Are regulated utilities and/or the
general public given;

a. adequate notice of impending
Commission activity?

Yes 7n No 29%

b. adequate opportunity for input
into Commission decisions?

Yes 8% No 14%
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What evidence exists demonstrating that the absence of
regulation and/or the Alaska Public Utilities Commission
would be detrimental to the public®"s best interests?

No reasonable excuse exists for regulating a small, isolated
utility to the scene extent as one of comparable size in an
expanding area.

Unregulated monoplies will charge what they can to maximize
profits at the expense of the customer

Must have separate service areas to avoid duplication of
services

RCA

Commission has saved Alaskcm3 millions of dollars and
kept service to a high level

Are there any types of public utilities which could be
deregulated with respect to certification (designation
of geographically described service area) and/or
economic regulation (regulation of rates, quality of
service, and management practices) without affording
the public less protection?

Yes 4% No  43% No Response 1%

IT yes, please name the type of utility, the type of
deregulation (certification and/or economic;, and the
consequences, both harmful and beneficial.

Type of Number of
Utility Deregulation Conseouences Responses
small utilities paperwork less cost to utility
with annual less cost to consumers
gross revenues less work for Commis-
less than sion
$500j 000
garbage collec-
tors 1009 Beneficial
CATV all except regulation by contract
provisions for beneficial, regulation
safety of pub- by consumer advocate
lic as to
installation
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7. Other comments. Number of
Responses
The APUC is the best run administrative
agency in Alaska, it should be retained
in its present form. 1

The present Commissions philosophy does not
allow any reward or incentive for outstand-
ing efficiency, service, or control.

The Commission should be commended for its

prompt response to utility emergencies in
small towns on short notice. 1

Note 1

Number of Questionnaires sent to attorneys
practicing before the APUC 36

Number of Responses Received 7

Response Rate 19%
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. STATE OF ALASKA
OFFICE OF THE GOVERNOR
Juneau

RECEIVED

OCT 5 190
LEGISLATIVE

Mr. Gerald L. Wilkerson AUDIT
Legislative Auditor

Division of Legislative Audit

Pouch W

Juneau, Alaska

October 5, 1979

Dear Mr. Wilkerson:

We have reviewed the Alaska Public Utilities Commission"s response
to your preliminary audit report of the Commission as of August 1, 1979.

We are forwarding the Commission®s response for your information. The
Executive Branch of Alaska Government; however, reserves the right to
make additional reviews and analyses concerning the advisability of combining
the Alaska Public Utilities Commission, the Alaska Transportation Commission,
and the Alaska Pipeline Commission into a single regulatory commission.
Additionally, the OTt"ice of the Governor has noted your Recommendation No 12 -
to keep the appointment of Chairman of the APUC current.

Sincerely,

Richard A. Smith
State Internal Auditor

RAS/PJA/mjc
Enclosure
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i
ALASKA PUBLIC UTILITIES COMMISSION Anctorage, ALska %601
DEPARTNENT OF COMMERCE AND ECONOMIC DEVELOPHENT e (47) 276622
October 5, 1979 R E C E | V E D
OCT 5 130
Mr. Gerald L. Wilkerson JP.EGI9LATI1&E.
Legislative Auditor "AUDIT

Pouch W
Juneau, Alaska 99811

Dear Mr. Wilkerson:

The following is the response of the Alaska Public Utilities
Commission to the Performance Preview of the Alaska Public
Utilities Commission by the Division of Legislative Audit.

Recommendation ?io. 1

The Alaska Public Utilities Commission, the Alaska Transpor-
tation Commission and the Alaska Pipeline Commission should
be. combined into a single regulatory commission.

The Alaska Public Utilities Commission (referred to herein—
after as APUC or Commission) believes it is appropriate to
re-evaluate the merits of a single comnr-sion mode of regulating
utilities. At this time, however, the h. UC cannot unequivocably
state that the three regulatory commissions should be combined
into a single agency because no documentation thac would

support that conclusion has been made available t\. the
Commission. The Commission believes it is misleading to

make a recommendation of this significance solely on the

basis of a comparison of "schemes™ used by other states.
Certainly the dominant regulatory framework in other states
lends credence to the proposition that it is timely to

reassess the value to the Alaska public to continue three
separate regulatory agencies.

A tibular comparison of various regulatory frameworks 1is
presented to support this recommendation. While informative,
the Commission does not believe this analysis 1is sufficient
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documentation on which to base this substantive recommendation.
As the analysis indicates, the number of Commissioners has a
direct relationship to the number and type of professional
Staff. This, in turn, 1is influenced by its methods of
operation, the scope of a Commission®s statutory responsibil—
ities, and the number of utilities subject to regulation.

The Commission offers the following comments regarding the
advantages postulated by the auditors of a single regulatory
agency.

(1) The Commission concurs that a single regulatory agency
could result in a reduction in the number of regulatory
Commissioners. However, someone must preside at hearings;

and, therefore, the establishment of hearing officer positions
would be required to offset the diminution in Commissioners.
There are jurisdictions that utilize hearing officers to

conduct public hearings and to draft proposed decisions for
Commissioners®™ review and determination. The APUC Commissioners
hear cases and write substantive orders without the benefit

of such Staff* assistance.

(2) Because of the specialization required of the Commission®"s
professional Staff, i.e., expertise in telecommunications,
electric, gas, sewer and water utilities, the Commission
gquestions the degree of flexibility that would exist with a
combined Staff. The Commission believes that the inter—
changeability of staff could be limited in practice to
emergency-type situations. An analysis of the regulatory
responsibilities of the Alaska Pipeline Commission and the
Alaska Transportation Commissicn should provide more factual
information in this regard. The Commission does agree that

a combined clerical support Staff could provide more flexibility
and create a more efficient flow of paperwork.

(3)(4)(5) The Commission believes that joint hearing and
reproduction facilities and a shared publications library
would provide for more efficient services, not only for a
consolidated regulatory body but also for the existing
regulatory Commissions. To this end, the Commission has
recommended in its last two budgets that the three Com—
missions be physically co-relocated to a facility that would
permit realization of these economies.

*The average regulatory commission in the United States has
approximately 200 Staff members as contrasted with 32 Staff
assigned to the APUC.
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(6) The Commission does not have enough firsthand experience
with sophisticated word-processing equipment to comment on
this possible reduction.

The APUC strongly supports the concept that adequate human
resources, whether in the form of commissioners, hearing
officers or other staff, must be provided if the regulatory
duties and responsibilities delegated by the Legislature are
to be performed in an efficient and effective manner.
Moreover, sufficient resources to perform the job are as
important under the existing regulatory conriguration as
they would be in a prospective consolidation into one agency.

Reliance on outside regulatory formulae to support a merger
should also be tempered by recognition of circumstances

which make regulation unique in Alaska. For example, the

APUC is still actively involved in the certification of
utilities, 1in marked contrast to most jurisdictions 1in the
"Lower 48" which have been fully carved up into utility
service areas. This 1is especially pertinent not only to

rural Alaska which is in a developmental stage in the utility
arena but also extends to the State"s largest metropolitan
areas where telecommunications utilities have been the

subject of recent certification proceedings. While not
commanding the newspaper headlines generated by rate increases,
the certification process 1is critical to the public protection
function of regulation because it establishes the foundation
for a utility"s future service and rates.

The APUC believes that concurrent with the sunset review of
the Alaska Pipeline Commission, the Division of Legislative
Audit or an independent consulting firm should perform a
cost-benefit analysis of ¢ .oining the three regulatory
commissions into one. The study should examine both the
existing and alternative regulatory frameworks to identify
the potential operational and financial gains and losses to
be realized under a single consolidated agency.

If the desirability of implementing this recommendation 1is
affirmed by such an in-depth analysis, the Commission strongly
believes that the Legislature should assess the scope of the
existing responsibilities of the three regulatory commissions
before the decision to merge is made. Should the Alaska
Transportation Commission continue to regulate dumptrucks

and helicopters? Should the APUC continue to regulate
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garbage and cable television utilities? What will be the
magnituc of the workload of the Pipeline Commission after
the TAPS case is completed? Resolution of these and other
policy issues would facilitate the Legislature®s efforts to
define the appropriate regulatory framework for Alaska
inasmuch as a determination of whether one commission would
better serve the public interest than the existing three do
is, 1In part, dependent on what responsibilities would reside
with the single successor agency.

It may be difficult to divorce the mechanics of a merger

from any assessment of its practicality and desirability.

In this regard affirmative action to consolidate the existing
regulatory agencies should include a detailed implementation
plan with a realistic timetable which acknowledges that
preservation of pending, current, and past decisions of each
Commission is critical to the successful transition to one
regulatory agency.

The fundamental purpose of the Alaska Public Utilities
Commission is to protect the public by awarding certificates
of public convenience and necessity to qualified providers

of utility services and to ensure that certificated utilities,
except where exempted by statute, provide adequate, efficient,
and safe services and facilities to the public at just and

reasonable rates, terms, and conditions. These two major
functions are broadly defined as certification and economic
regulation. It should be noted that the consumer protection

function of the Commission falls within the broad definition
of economic regulation.

The following four recommendations have a common theme.

They propose to reduce the scope of the Commission®s duties
and responsibilities under AS 42.05 by deregulating certain
types and sizes of public utilities. These recommendations
reflect the audit team®s awareness of the acute strains that
the APUC®"s current workload places on its limited resources
and ability to competently perform the responsibilities
delegated by the Legislature. Additionally, it represents
some of the current thinking regarding the necessity and
desirability of regulation. After consideration of these
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factors, the auditors identified those utilities where they
perceived deregulation would have the least detrimental
impact on the Alaskan public.

The Legislature faces the choice, implicit in the audit, of
prioritizing the responsibilities of the APUC by deregulation
of certain utilities or the allocation of adequate resources
to the agency to fulfill its statutory assignments. The
ultimate policy determination of which, 1if any, utilities
should be exempt from regulation resides exclusively within
the purview of the Legislature as the sole source of the
Commission®s authority. IT the deregulation course 1is
elected, it is the Commission®s position that the audit
team®™s ptiorities are generally acceptable with some specific
exceptions. These exceptions and the Commission®s view of
the potential impact of deregulation in the recommended

areas are provided to ensure that the ultimate decision is
made with the experience and information of the APUC 1in
concert with input from the private sector and the consuming
public.

Recommendation No. 2

AS 42_.05 should be amended to allow the Alaska Public Utilities
Commission to cease all certification and regulation of cable
television.

The Commission believes that the definition of telecommunications
as found in AS 42.05.701(8) mandates the certification and
regulation of “".able television (CATV) .

The Commissi .believes that certification should be required
for CATV utilities providing service to 10 or more customers.
This provides certain minimal protection to the public with
respect to the fitness and ability of the serving utilities
as more fully discussed in the response to Recommendation #5.
More importantly, certification is necessary to assure the
orderly development of basic telecommunications services
throughout Alaska in light of nationwide technological
developments and regulatory trends.

Current legislation before Congress and a more liberal
regulation policy by the Federal Communications Commission
indicate that telephone companies will shortly be in the
position to offer broadband communications* which could

*Broadband communication includes the full range of com—
munication information including, but not limited to, basic
telephone, data, and television.
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include facilities for television distribution. Ultimately,
basic telephone and television service could become so

commingled that the economic viability of regulated communication
services could be affected.

In some jurisdictions, municipalities award a franchise to

a CATV utility. While on the surface this appears C .a an
attractive alternative to state regulation, the record in
recent CATV certification proceedings involving Anchorage

and Fairbanks indicates that in the "Lower 48" there has

been political abuse of this process and that municipalities
which do not have technical and rate-making expertise are
unduly burdened by the responsibility to assess which applicant
best serves the public interest. In place of economic
regulation, municipal bodies have in some instances substituted
a shortening of the franchise period, hoping to influence

the franchise holder to charge reasonable rates and provide
adequate service -- a practice that could backfire and leave
the consumer without any service.

The APUC has determined that the public interest is not
necessarily served by economic regulation of small cable
television utilities and has exempted small CATV®s from
regulation in a number of instances. These are Eielson Air
Force Base, Metlakatla, Craig, Klawock and Thorne Bay.
While independently assessing the "nonessential” quality of
cable television services, the Legislature should be aware
that the APUC files are replete with complaints against CATV
utilities, particularly from rural parts of Alaska where
there 1is a captive audience with no alternative form of
entertainment and where the entities providing the service
have their base of operations outside the State of Alaska.

Recommendation No. 3

AS 42.05 should be amended to allow the Public Utilities

Commission to cease certification and regulation of those
utilities furnishing collection and disposal service of-~
garbage, refuse, trash, and other waste material.

The Commission supports the elimination of regulation of
garbage utilities from its responsibilities and agrees with
the economic justification articulated by the sunset auditors.

The Commission would be remiss, however, if it failed to
apprise the Legislature of its concerns regarding deregulation
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of this public utility service. Based on Commission experience
there is a need for some governmental entity to oversee
garbage, refuse and disposal operations. Garbage and refuse

disposal has long been considered an essential public health
and sanitation service, more frequently than not owned,
operated or contracted for by municipal governments. The
impact of deregulation in. this area would be felt primarily
by a small percentage of consumers residing outside municipal
boundaries. The Commission believes it would be 1in the
public interest to ensure that the municipalities have
sufficient extraterritorial jurisdiction under AS 29.43:037
and AS 29.48.040 to oversee the entirety of these operations.

The Commission would also point out to the Legislature that
the Department of Environmental Conservation (DEC) currently
issues permits for sanitary landfill use and promulgates
regulations governing solid waste management. In this
regard, the Legislature may wish to consider the DEC as an
alternative to municipal regulation of garbage and refuse.
The adequacy and availability of a sanitary landfill to a
garbage utility is frequently a significant problem which
has been brought to the Commission®s attention. Because of
DEC"s current responsibilities in this area, it is appropriate
to consider this alternative which would provide end-to-end
regulation of garbage utility services.

IT a legislative determination 1is made that garbage utilities
should come under the jurisdiction of a state regulatory
commission, it may be more in keeping with transportation
regulatory practices for the Transportation Commission to
resume this function.

Recommendation &o. 4

AS 42.013 should be amended to allow non-profit telephone
and electric cooperatives to petition for withdrawal from
APUC economic re,., ilation.

The Alaska Public Utilities Commission will concur with this
recommendation. However, it is the Commission™s experience

that consumers of electric and telephone cooperatives frequently
perceive little difference between co-ops and other public
utilities, even though the members own the business and

elect the board of directors. The Commission believes that

if AS 42.05 is amended to incorporate this recommendation,

it would be desirable to promulgate regulations establishing
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an orderly procedure for withdrawal from economic regulation
by cooperatives.

To further expand AS 42.05.711(b) to allow cooperatives that
have withdrawn from economic regulation to subsequently

return to the full regulatory jurisdiction of the Commission,
while a desirable safeguard of the public interest, could

have a detrimental effect on the ability of the APUC to
administer and finance its on-going functions. For example,
relevant Commission experience is the refusal of the Rural
Electrification Administration to provide additional loan
monies to the Tlingit-Haida Regional Electric Authority
(THREA) wuntil it submitted to APUC jurisdiction. THREA
acceded to the jurisdiction of the APUC in December, 1978,
because of its financial crises. Significant concerns of

the THREA ratepayers and the mayors of the respective villages
in which the utility is located has required the Commission

to expend dollars for consultant services that would otherwise
have been available to fund other existing responsibilities

of the agency. Realizing that the decision to return to
economic regulation will likely occur only when the cooperative
is experiencing significant difficulty, the Commission
believes it "would be necessary and appropriate to minimize

any impact on its existing workload by promulgating regulations
governing reinstatement of full regulation after such an
election.

It should also be noted that an unregulated telephone cooperative
could cause unnecessary expansion of toll facilities the
long lines carrier. A local telephone cooperative not only
has an impact on its primary customers but on those who
utilize one or two communication networks desiring access to
the local exchange. For example, a small deficiency in an
unregulated telephone central office switch can deny access
to 10 percent of incoming toll calls. It is uneconomical to
have a telephone call cross the lower 48 states and be
transmitted to the satellite and an Alaska terrestrial
facility only to be denied at the terminating central office.

Recommendation Ho. 5
AS 42.05 should be amended to exempt from economic regulation
all utilities with annual gross revenues not exceeding

YrPIOUD ™ M s ee e e

The Commission concurs with this recommendation.
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However, the Commmission believes it is in the public interest
to continue to require certification of all utilities providing
service to 10 or more customers, 1irrespective of annual

gross revenues.

A certificate of public convenience and necessity from a
qualified independent agency assures the consuming public
that a utility is fit, willing and able to provide service.
In addition, a certificate provides economic protection to
the small business from unauthorized or potentially ruinous
competition. The Commission believes that certification 1is
particularly important to protect the public interest when
a small utility will be physically tied to a larger utility
network, such as the case of a local exchange telephone
company interconnected to the long lines telecommunications
carrier or an electric grid system connecting more than one
power utility.

Based on the APUC ®% 1978 Annual Report, 13 utilities currently
subject to economic regulation would become exempt if this
amendment were approved with the $100,000 cutoff level. The
majority of the 13 utilities are small water companies which
historically have generated numerous consumer complaints.

These complaints have required a significant commitment of

time by the APUC Consumer Protection Section for its investigation
and possible resolution and by Commissioners and Staff in
public hearings. The Commission would be remiss if it did

not point out to the Legislature that the volume of complaints
received from the consumers of these relatively small utilities
indicates reliance on the public protection provided by
regulation for adequate service. Because water service 1is a
necessity, some entity, be it legislative or administrative,
will inherit the consumer protection function that the APUC

has provided.

The comments of the APUC®"s Chief of Finance are germane and
the Commission believes they should be drawn to the attention
of the legislature:

"Water bills have a tendency to be lower than electric or
telephone. Therefore, |1 question whether a gross revenue
standard is a fair reflection of the number of people involved.
I do not believe the same gross revenue cutoff should be
applied to all types of utilities. I think the deregulation
of electric and telephone under $100,000 gross revenues 1is a
good recommendation. Water and sewer should have a different
standard.
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Some of our most difficult and demanding cases are water
utilities. The filings are often poor and inaccurate and
accounting records are often nonexistent or in 1shoe-boxes."”
We truly protect the public in our review of these utilities.
Any given case may require a great deal of time on our part,
but 1 feel it is time well spent. Unlike garbage collection,
water service 1is definitely a necessity.

Recommendation No. 6

The statutes and regulations governing the Alaska Public
Utilities Commission should be revisea.

The Commission agrees that its statutes and regulations
should be revised. The following comments are offered 1in
response to the specific examples delineated by the auditors.

(1) The two cases cited by the auditors "mix apples and
oranges." In one, Docket U-75-95 a Commission decision has
been upheld in Superior Court that disallowed unamortized
rate case expense in a utility"s rate base. At issue in the
other, Docket U-76-66, was the protection of the public from
duplicative utility expenses. Both of these issues are
matters of regulatory policy over which the APUC needs
discretion and flexibility to respond to current theories
and to individual cases.

The Commission believes, however, that regulations establishing
guidance for supporting documentation required to justify

both internal and external rate case expense are necessary

and desirable. The Commission®s posture for four years has
been reactive. Unfortunately, its workload, mandated by

other statutory requirements, has preempted the time necessary
to notice, consider and adopt regulations that would allow

the regulatory process to function more efficiently.

(2) The Commission concurs that the promulgation of industry
performance standards for all regulated utilities 1is necessary
and desirable, but it is also a function of available
resources to establish the standards and to enforce them.

At the present time the APUC has no operational budget to
enforce the existing telephone service standards.

(3) The Commission has requested clarification of its
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statute regarding the transfer of certificates of public
convenience and necessity. (HB675, 1978 Session.) More
interest was generated in the existing statutory ambiguity

as a result of PACOM®"s announced intentions to acquire a
controlling interest in RCA ALASCOM. However, the statute
remains; and, to date, affected utilities have acceded to
Commission jurisdiction in this matter in accordance with

the Commission®s interpretation of its statute and regulations.
Nonetheless, the Commission continues to support clarifying
legislation.

(4) The Commission plans to eliminate the discrepancies
between its statute and regulations by January 1, 1980.

Precommendatlon No. 7

The APUC should seek upgrading of salary levels for professional
support staff.

There is no question that the most frustrating, expensive
and time-consuming problem in the Commission®s operation has
been the vacancy factor and turnover of its professional
Staff as a result of the compensation level.

A salary survey performed by the Division of Personnel 1in
1977 compared salaries of the Commission®s professional

Staff to salaries paid by regulatory commissions in other
states with a cost-of-living additive. This did not and

does not consider reality. The Commission loses its professional
people to consulting firms and utilities operating in Alaska,
not outside of Alaska. In addition, the Commission has
experienced turnover"Fecause other State agencies offer a
higher salary for the same qualifications and experience.
Effective protection of the public interest and efficient
utilization of its financial resources dictate that the APUC
compensate its professional Staff at a level which attracts
and retains qualified and experienced personnel.

Recommendation No. 8

The APUC should implement a time management system.

The Commission concurs that a time management system 1is a
useful administrative tool. The Commission®s experience 1in
filling successive vacancies 1in the Executive Director

position has not allowed institution of such a system to
date. However, the Commission anticipates that the new
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administrative Staff will implement such a system as rapidly
as time, knowledge, and experience permit.

Recommendation No. 9

The APUC should develop a cross-reference system for Commission
orders and decisions by the courts.

The cross-reference system suggested by this recommendation

is desirable and necessary. With adequate funding the
computer capability of the Commission could provide the
foundation of a cross-reference system for current Commission
actions. To recover the decisions of the first eight years

of the Commission requires time and budget that is non-—
existent at present. The Commission plans to dedicate a
portion of the time of its newly classified paralegal position
to this assignment.

Recommendation Nc. 10

The Commissioners of the APUC should restrict their involve—
ment in the administrative function of the agencyT

The theory behind this recommendation is sound but its

strict application must be tempered by reality. As one

Staff section head stated in response to this recommendation,
"Until we have written policies, a topical reference systenm
and a knowledgeable, 1interested, hard-working executive
director, | don"t see how the Commissioners can be expected
to restrict their involvement in the administrative function
of this agency."”

It is the goal of the Commissioners to be relieved of their
direct involvement in the administration of the APUC.
History dictates this is an evolutionary process. Reality
dictates that the Commissioners are ultimately responsible
for the public perception of the APUC. Their oversight
responsibilities and input in administrative matters will
continue as an informative tool for the Staff"s managers.

It should be noted that the Commissioners have no independent
professional staff and must rely on existing staff personnel
for technical expertise and advice only when it does not
compromise the independence of the parties in proceedings.
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Recommendation No. 11

The APUC should seek to establish separate collocation codes
for each section of the Commission.

It may be that the implementation of this recommendation is
desirable.

The Commission does have some reservations in this regard

due to the small size of its sections, ranging from one to
six people. In the past the budget has been earmarked to

the workload confronting the Commission. In most proceedings
at least two staff sections, the Commission®s legal personnel
and the Ccmm®j-ssioners are involved. Budgeting has been a
matter of compromise, cooperation, and re-prioritizing to
address the situation at hand.

The Commission will explore with the auditors the perceived
benefits to be gained through section collocation codes.

COMMENTS OH ANALYSIS OF PUBLIC NEED

1. "There is also a need for statutory and regulatory
amendments to allow for more effective case management and
to avoid court appeals of Commission decisions (see R.ecom—
mendation No. 2 through No. 6).".

It is overly simplistic to assume that statutory and regulatory
amendments will eliminate court appeals of APUC decisions.
Regulatory and administrative law are evolutionary elements

in the system of common law applicable to Commission proceedings.
Also, the volatility of regulatory theory and policy combined
with the likelihood of a dissatisfied party is conducive to
litigation in some instances. Given the nature and scope of
APUC activity during recent years, there has been a relatively
small number of Commission orders that have been appealed to

the Superior Court.

An appeal of a Commission decision, per se, is not an undesirable
result of Commission action. In certain instances it is 1in

the public interest to have the case law and statutes clarified
and amplified through the appeal process.

I11. The extent to which the board, commission or agency
has recommended statutory changes which are generally
of benefit to the public interest.

The APUC has been actively involved in reacting to substantive



G,L. Wilkerson -14- Oct. 5, 1979

pieces of legislation proposed by others in the past few
years. In addition, the Commission has served as a resource
to both the Gcvernor®s office and the legislative branch of
government in the energy and telecommunications fields.

And, it well may be more fruitful for deregulation recom—
mendations to come from without rather than from within the
Commission.

The Alaska Public Utilities Commission believes that the
audit conducted by the Division of Legislative Audit was a
constructive exercise for the Commission and comr.ends the

auditors for the performance of their responsibilities in a
thoughtful and unobtrusive manner.

Respectfully submitted,

Stuart C. hall, Commissioner
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Niatc of .Alaska

CHIEF JUSTICE Ap ri I 15’ 1977 POUCH U

JUSF;OCBEERT POOCHEVER STATZ COURT AND OFFICE BUILDING
JAY A. RABINOWITZ JUNEAgg.gf‘LASKA
ROGER G. CONNOR

ROBERT C. ERWIN

907-413*7410
EDMOND W. BURKE

The Hon. Ed Willis
Alaska Senate

Pouch V

Juneau, Alaska 99811

Re: Bell Telephone, v. A_P.U.C.
Superior Case No. 76-2838

Dear Senator Willis:

I have now received a report from Presiding
Judge Moody pertaining to the above-entitled case. I am
enclosing the a self-explanatory copy of Judge Moody"s
letter and a copy of Judge Arnold®"s letter to Ms. Thoms.
Similar inquiries to that of Ms. Thoms were received from
other residents of Eagle River, and it is my understanding
that each has been answered in full.

Thank you for calling this matter to my attention.

Sincerely yours,

Robert Boochever
Chief Justice



tErtal Courts

&att al Slasla

THIRD JUDICIAL DISTRICT
303 K STREET
ANCHORAGE, ALASKA 99501

RALPH E. MOODY
Presiding Judge

April 12, 1977

Honorable Robert Boochever

Chief Justice, Alaska Supreme Court
Pouch U, State Court & Office Building
Juneau, Alaska 99811

Re: Bell Telephone v. A.P.U.C.,
No. 76-2838- Administrative Appeal

Dear Mr. Chief Justice:

Only after considerable- investigation were we able
to reconstruct what has, or rather, what has not happened
in this particular case.

From the attached copies, you can see that we have
answered every 1inquiry, with the exception of Senator
Willis" which was addressed to you, explaining the situa—
tion.

In addition to insuring no more unnecessary delays
in this particular case, | have directed the Area Court
Administrator to research every pending administrative
appeal to see if others may need special attention at
this time.

Although it appears that the court was, 1in part,
responsible for this inexcusable delay, it would not
have occurred if the attorneys had actively pursued an
early disposition.



Honorable Robert Boochever
April 12, 1977

We are now working under the activity and pressures
of over 8,000 pending civil cases in the Anchorage Trial
Courts, and each day that number 1increases. Nevertheles
we will certainly try to prevenr a reoccurrence of this
type of problem.

"Ralph E. Moody
Presiding Judge

REMrdpd
Enclosures 7

cc:
Area Court Administrator



3>rial Courts
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THIRD JUDICIAL DISTRICT
303 K STREET

JAMES E. ARNOLD ANCHORAGE, ALASKA 99501

Area Court Administrator

April 771977

9

Ruth J. Thoms
Box 236
Eagle River, AK 99577

Dear Ms. Thoms:

I will commence by apologizing for the delay in answering your letter
of March 13, 1977 to Mr. Arthur Snowden, 11, which was referred to

me . The delay was caused by my investigating and determining just what
happened in this particular case.

I have found that Bell Utilities and Development, 1Inc. appealed from a
decision of the APUC denying it a rate increase. The notice was filed

on April 13, 1976. On April 26, 1976, Judge Lewis granted Bell a pre—
liminary injunction allowing it to collect the increased rate pending

the disposition of the appeal. Bell was ordered to deposit the collect—
ed increase in a special interest-bearing account.

On April 26, 1976, Judge Lewis signed an order setting administrative
appeal procedures, dealing principally with the preparation of “he
agency record for the Court®s review. Paragraph 3 of the Order “equir-
ed the record to be filed with the Court within sixty (60) days of the
service of the Order. This Order was served by mail on May 5, 1976.

For reasons that do not appear in the Court file, the agency record was
not delivered to the Court until December 3, 1976. Bell also supple—
mented the record by filing additional documents on January 10, 1977,

Judge Lewis retired in February 1977, and through error and the enormous
press of the business of the Court, this matter lay unnoticed and un—
attended until you, and other .interested citizens, brought the matter to
ou attention.

Upon learning of the problem, 1 requested and obtained authority from the
Chief Justice for an assignment for Judge Lewis to return and complete



this matter. The matter has been scheduled and calendared before
Judge Lewis on April 12, 1977 at which time 1 presume he will issue
an Order setting a schedule for briefing and allowing the parties to
notice the matter for oral arguments, if they so desire.

The Presiding Judge and 1 will monitor the future progress of this
matter, and will 1insure that there are no more unnecessary delays 1in
a resolution of this dispute.

Please contact me if 1 can be of any further assistance in this or
any other matter.

Sincerely;

~  jfames t. Arnold
/ /Area Court Administrator

1/
JEArcm

cc: Chief Justice Boochever
Presiding Judge
Arthur H. Snowden, Il
Judge Lewis



April 19/ 1977

Honorable Robert Boochever

Chief Justice, Alaska Supreme Court
Poucjf! V, State Court & Office Building
Juneau, Alaska 99811

Dear Chief Justice Boochever:

I wish to thank you for investigating the delay in the reso—
lution of Supreme Court Dase 76-2838. I sincerely appreciate
your prompt and effective response to my request? and T am

sure all of the affected residents of Eagle River also appreciate
your effort.

Smacerely,

Ed Willis
Senator

EW/amk



r-3n CD JAY S. HAMMOND, Governor
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ALASKA PUBLIC UTILITIES COMMISSION . Anchorage, Alaska 9601
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT | * oragelshor?z (307?62758222

March 24, 1980

Senator W. E. "Brad" Bradley
Chairman, Senate Commerce Committee
Pouch V

Juneau, Alaska 99811

Dear Senator Bradley:

As _a follow-up to the Sunset Review of the Alaska Public
Utilities Commission 1 am enclosing supporting documentation
for additional Commission staff in order to carry out our
existing responsibilities in a timely manner.

As the audit verified, the present level of staffing is
inadequate to meet the responsibilities mandated to the
Commission under AS 42.05. Testimony from utilities and
ARECA during the public hearings of both the Senate and
House Commerce Committees suppor”™ this fact.

To summarize the contents of the enclosed package, 15 addi-—
tional personnel would be needed if the APUC is to continue
its ongoing responsibilities in a more responsive and effi—
cient manner, 1i.e., the way "we would like to do the state"s
business™. These personnel would be assigned to the follow-
ing sections:

Engineering - (4)

Engineer 1l - cable television
Engineer Il - energy

Engineer 1 - energy

Engineer | - telecommunications

Utility Financial Analysts - (3)
UFA 111
UFA I
UFA 1

*HG6LH



Tariff Analyst - (1)

TA 11l - (new classification)
Communications Carrier Section - (3)
Economist 11

Research Analyst IlI
Clerk Typist 111

Administrative Support for above personnel - (4)
Word Processing Supervisor
Word Processing Operator
Clerk Typist 111
Clerk Typist |

The approximate salaries of these individuals 1is $603,000.
Our current budget which is before the Finance Committees 1is
approximately $1.6 million. This does not include an in—
crease to raise the professional staff salaries to a compar —
able level; 1if that occurs, and the Commission is optimistic
that it will, an additional $60,000 would be added to our
current budget.

In order to give your committee an idea of the impact of the
deregulation recommendations, the Commission provides the
following observations: (all elimination of positions refer
to the 15 additional positions and not existing positions)

Sunset Recommendation 2 - total deregulation of cable-
television utilities: - eliminate one engineering position.
Sunset Recommendation 3 - total deregulation of garbage and

refuse utilities: eliminate one financial analyst.

Sunset Recommendation 4 - deregulation of telephone and
electric cooperatives: if the 12 electric cooperatives and 7
telephone cooperatives elected deregulation by September 1,
1980, eliminate 1 financial analyst and 1 Engineer 1I1.

Sunset Recommendation 5 - economic deregulation of all small
utilities grossing less than $100,000: This would not mater —
ially affect personnel requirements.

Whether or not which, if any, adminstrative support posi—
tions could be eliminated would depend on the implementation
of Sunset Recommendations #2 - #5.



twim

Sen. Bradley March 24, 1980

In summary, 4 of the 15 additional professional personnel
would not be required if the legislature deregulated cable-
television, and garbage, and if all REA co-ops elected
deregulation by September 1, 1980.

Sincerely,

Carolyn S. Guess
Commissioner

Enclosure
CSG/rt
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100

200

300

400

500

Virc

Personal Services
Travel
Contractual Services

Ccmnoditios

e Equipment

Total

Ap?s?

AIASKA PUBUC UTILITIES CCivMISSICN

ALUX7UTICN OF GOVERNORS BUDGET

FYy 81

(In Thousands)

Caimissioners Administration Engineering

$352.9
15.0
49.2

2.5

$419.6

$232.7 m
2.8
112.9
3.7
5.4

$357.5

$300.3-
16.3
7.8
1.7
1.0

$327.1

Communications
Carriers

$46.6
6.4
3.3

l.p

$57.3

Finance
$255.5
16.1
9.9
1.7
1.6

$284.8

Tariff

$76.7

4.5

1.0

$82.2

mgonsumer
Protection

$122.1
1.5
17.1
3.0
2.0

$145.7

Total
$1,386.8
58.1
204.7
14.6
10.0

$1,674.2



ENGINEERING
utility
Engineer 1V
PCN 6022

*New position
+Ncw classification requested

wrnmm

COMMUNICATION
CARRIERS

Chief, Comm.
Carrier Bureau

PCN 6035

Executive

Director
PCN 6001
Deputy
Director
PCN 6002
FINANCE CONSUMER
PROTECTION
utility
Analyst IV Consumer Prot.
Info. Officerhi
PCN 6005 PCN 6023

6010

TARIFF  +

Utility Tariff
Spec.*

SUPPORT

Word Processor
Supervisor*



ALASKA PUBLIC

SUPPORT ORGANIZATION CHART

Word Proc.
Center Sup.

Secretary | Clerk Typist 111

* PCN 6015

Clerk Typist 111 Clerk Typist 111

PCN 6025+

*New position requested
+Permancnt 1/2 time position

warn

COMMISSION

Clerk Typist 111 Doc. Proc.
Clerk 111
PCN 6025+ PCN 6021
Doc. Proc.
Clerk 11
PCN 6011
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Personal Services
Travel

Contractual Services
Commodities
Equipment

Total

Word Processing Supervisor
Word Processing Operator
Clerk Typiat: 111

Clerk 1

Maintenance of Equipment
Training® Fees

Office Supplies

Office Equipment

EXECUTIVE DIRECTOR
ADMINISTRATION
FY 81 BUDGET
(In Thousands)

Allocated

FY 81
Budget
$232.7
2.8
112.9
3.7

5.4

$357.5

$25,373
19,883
18,243
15,944
$79,443

$ 1,000
500

$ 1,500

$ 2,000

Comparable
Salary
Increment

$

@

@
®
@

Adequate
Staff
Increment

$79.4

1.5

1.5

$84.4

Adjusted
Fy 81
Budget

*$312.1
2.8

114 .4
5.2

7.4

$441.9
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Principal Programs in Engineering

Rate Base

1. Audit Continuing Property Records and determine whether
plant is used and useful. .
This involves auditing on a sampling basis and requires the
use of layout drawings and staking sheets to determine the
actual location of the equipment. Physical testing of tele—
phone equipment (amplifiers, etc.) may be required to assure
that particular equipment is actually in use.

2. Determine if rate base is reasonable or unduly ".nflated
due to poor decisions.

Work done on occasional basis at the Commission has revealed
that some utilities do not have sufficient control over the
rate base. Examples include: 1) Plans based on outdated
forecasts done in the lower 48 which also ignored higher
Alaskan labor rates have resulted in uneconomical additions
to plant and 2) projects placed in limbo before they
materialize accumulate excessive engineering labor hours
before they became active.

.3. Audit of Work Orders and associated accounting.

This is necessary to establish the reasonableness of material,
engineering, labor, supply and overhead charges to determine
the proper allocation between capital and expense costs, and
to insure prompt capitalization and retirement of property.

4. Review depreciation rates and studies.

In many locations of Alaska, depreciation rates may differ
from industry norm due to the unique conditions encountered.

Rate Design/Tariffs
1. Review allocation studies.

This involves detailed studies of equipment and of the effort
involved to put it into service which will determine a fair

and reasonable allocation of charges to the various types of
services offered by utilities. In telecommunications utilities
tend to assign excessive costs to noncompetitive services.

2. Review reasonableness of material, engineering and labor
rates used to develop individual tariffs. Work 1is similar
to that described in 1 above and may include the witnessing
of actual installations.



3. Approve portions of tariff text that is related to
equipment and engineering.

Quality of Service
1. Develop and update service standards.

To date, only telecommunications service standards have been
promulgated (3 AAC 52.200-3 AAC 52.340). Standards should
be developed for electric, water/sewer, and other utilities.
Once developed, standards must be updated to keep current
with changing conditions.

2. Field Testing

Only actual on site testing can determine the quality of
service provided. It is planned to have an Engineer 1 ™"on

the road"™ about 40% of the time who will use specialized

test equipment and will audit outage logs to determine the
level of service provided by utilities. The engineer will
also analyze service problems and determine whether they are
caused by fTaulty or insufficient equipment or poor management
control. Emphasis will be placed in telecommunications which
is particularly sensitive to service problems where localized
minor problems often affect the entire network. For example,
poor operator answer time, aside from irritating customers,
causes needless use of long distance circuits for the sole
purpose of ringing the operator. This in turn distorts usage
data and leads to major expenditures for unnecessary equipment
additions. Another example is the underprovision of low cost
terminal equipment which causes backups in the satellite net—
work.

3. Review of service reliability and contingency plans.
Age and reliability of primary and backup equipment will be

considered to determine their adequacy. It is planned to
study the economic feasibility of providing equipment
diversity. Commission involvement seems also necessary to

encourage utilities to develop and maintain contingency plans
for emergency situations.

4. Review adequacy cf system design.

On site review of existing and planned additions to facilities
frequently reveal bottlenecks and weak spots which require
urgent correction. Beside on site review, it is planned to
maintain usage trend data of principal equipment and facilities
to pinpoint potential deficiencies.



5. Test accuracy of long distance billing.

Long distance billing is performed by equipment that is integral
with central office switching machines. For this reason, the
testing of the accuracy of this billing lies with the APUC
rather than the Weights & Measures Section.

6 . Investigation of Quality of Service Complaints.

This work consists in conducting special investigations related
to specific customer complaints. A »iste

Management Review -r 7
1. Evaluation of Utility Construction Programs.

Construction programs will be reviewed to determine whether
they are adequate to meet current and future service needs.
Work will consist in ferreting out weak points and 1in
determining whether plans are compatible between utilities.
Included v/ill be discussion with utilities whether corrective
action is practical and a review regarding practical imple—
mentations of new or alternatetechnologies (e.g, energy

sources). It 1isexpected that economic studies will be
made or reviewed where alternate courses of actions are
possible. It isbelieved that Commission review of construc—

tion programs isespecially necessary when such programs are
dictated by parent companies in the lower 48 without much
regard or appreciation of Alaskan needs.

2. Productivity Studies.

Labor costs and productivity will be examined for reasona-—
bleness. This will include a comparison of productivity
rates between companies and include a careful review of
cases where productivity rates in Alaska deviate from those
in the lower 48.

3. Maintenance Programs.

Utility maintenance programs will be evaluated through
examination of records and routine maintenance procedures.

4. Investigation of Management Troublespots.

Programming is now underway to establish computer auditing
of utility annual reports. It is planned to have computerized
ratio and trend analysis pinpoint possible management trouble
spots which subsequently wili be investigated (e.g., strong
deviations from the mean of General & Administrative expenses
per customer; excessive uncollectibles per customer, etc.).



Certification/ cansfers

Applications for, or transfers of a certificate of public
convenience and necessity require an investigation in the
applicant®s fitness, willingness and ability to operate the
contemplated utility service. Engineering applies this
criterion to the review of the applicant®s plans, of his
management, engineering and operational strengths, and

coordinates with the finance section in determining financial
fitness.

Special Projects

These will primarily consist in the establishment of new
methods and procedures for the engineering section.
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ENGINEERING, ENVIRONMENTAL PROTECTION

Personal Ser/ices
Travel

Contractual Services
Commodities
Equipment

Total

Engineer Il - CATV

Engineer 11 - Energy
Engineer I - Energy
Engineer I - Telcom

Staff Audits

NARL*C School

NARUC Meetings

Industry Schools
Compliance Investigation

Postage and Telephone
Office Space

Maintenance of Equipment
Training Fees

Office Supplies

Office Equipment

AND PIANNING SECTION
FY 81 BUDGET
(In Thousands)

Allocated
FY 81
Budget

$300.3
16.3
7.8
1.7
1.0

$327.1

$ 38,592
38,592
31.258
31.258

$139,700

$ 2,500
1,200
1,400
1,200

2,000
$ 8,300

$ 2,400
16,500
3,000
900

$ 20,800

$ 200

$ 3,800

Comparable
Salary
Increment

$16.2

$16.2

Adequate
Staff

" Increment
@ $139.7
® 8.3
(©) 20.8
@ .2
©) 3.8
$172.8

Adjusted
FY 81
Budget
$456.2
24.6
28.6
1.9

4.8

$516.1
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Organization Chart

Principal Programs

Adjusted FY 81 Budget
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Personal Services
Travel

Contractual Services
Ccmnodities

Equipment

Total

Utility Economist
Research Analyst 11
Clerk Typist 111

Administrative
NARUC School
NARUC Meetings

Printing
Office Space

Office Supplies

Office Equipment

COMMUNICATIONS CARRIERS SECTION
FY 81 BUDGET
(In Thousands)

Allocated
FYy 81
Budget
$ 46.6
6.4
3.3

1.0

$ 57.3

$38,592
29,164
18,243
$85,999

$ 900
1,200
1,400

$ 3,500

$ 1,000
7,800
$ 8,800

$ 400

$ 2,100

Comparable
Salary
Increment

$ 3.3

$ 3.3

ch
C2)
®
O)
®

Adequate
Staff
Increment
$ 86.0

3.5

$100.8

Adjusted
FY 81
Budget
$135.9
9,9
12.1
1.4

2.1

$161.4



Economist

*New position requested.

I

*ALASKA PUBLIC UTILITIES COMMISSION

COMMUNICATIONS CARRIERS ORGANIZATION dHART

Chief,
Communications
Carriers

PCN 6035

Clerk
Typist

Research
Analyst

>
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PRINCIPAL PROGRAMS IN COMMUNICATION CARRIERS

COMMUNICATIONS ACT REWRITE

Congress and the Administration are currently
considering amending the Communications Act of 1934, the
legislation that created the Federal Communications Com—
mission. Four bills have been introduced, two in the Senate
and two in the House, and the Administration 1is aggressively
promoting its own proposal through the National Telecommunica—
tions and Information Agency.

Some of the proposals would drastically alter the

arrangements under which telephone companies are interconnected.

Specifically at issue 1 ; the division of toll revenue between
long distance companies and local companies. One proposal is
that the present system of toll settlements be replaced by a
system of ™"access charges".

Just as the viability of telephone service in Alaska
is sensitive to specific toll settlement arrangements, it
would be similarly sensitive to specific access charge or other
arrangements. It is essential that the APUC monitor rewrite

progress and provide input as appropriate.

TOLL RATE DESIGN
In considering Alascom®s request for a permanent
general rate increase (Docket U-78-4) the APUC has elected to

separate the issue of toll rate design and first consider the

\IrrL



guestion of an "across the board"™ rate increase. The first
phase of the proceeding is expected to reach a conclusion in
the near future and the Commission will soon begin consideration
of rate design.

Rate design is the process whereby, having
determined the utility"s overall revenue requirement, the Com—
mission determines specific rates for specific services. Toll
rate design answers such questions as whether a call from
Anchorage to Iliamna should cost more than a call from Anchorage
to Juneau, considering that the distance is smaller but the cost
of completing the call may be greater.

Toll rate design is a very complex matter and will
require a great deal of attention by the Section as well as the

services of one 0l more consultants.

RURAL TELEPHONE DEVELOPMENT

Although telephone service is generally available
to all Alaskans, many villages are served by only a single
telephone. In the past few years, few companies have applied
to the APUC for certification to provide local exchange service
in villages, and a small number of villages are presently receiving
such service.

Local exchange operation in a village is, unfortunately,
an economically marginal operation. The viability of a local
exchange company 1is very sensitive to the toll settlements arrange —

ments (or access charge arrangements that may be instituted by a



Communications Act rewrite) 1in effect. To insure continued
rural telephone development, it is essential that the
Commission, through this Section, monitor the progress of
rural telephone developments and the economic health of the

small local exchange companies.

its telecommunications network must grow to meet those
needs. The network must provide a sufficient number of
circuits of adequate quality, and in addition, the circuits

must be reliable.

in accordance with good engineering practice. To insure proper
network development, the Section must, with the support of the

Engineering Section, monitor the process.
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ASCE strongly supports efforts to assure the public
health, safety, and welfare through the competent practice of
engineering, but we do not recommend mandatory additional
requirements for relicensing at this time. We believe that
such a requirements at this time would not result in overall
strengthening of the system of engineering licensing and could
be counterproductive.

There 1is no record proving that the present licensing
procedures are not providing adequate protection for the
public.

Our licensing requirements successfully measure the
qualification of registrants to offer services to the public

in accordance with the Model Law and Model Rules. However,
the competence of the applicant depends on how he or she uses
those qualifications. This is much more difficult to evaluate.

We rely on:

a. the registrants® integrity and ethics not to accept
those assisgnments for which the engineer is not
competent; and

b. on the profession to monitor the engineer®s perform—
ance, and
C. on the registrantion boards to consider license

revocations for unethical and unprofessional work.

This is as it should be and these processes are serving the
public™s best interest.

Re-examining the engineer in fundamentals will not estab—
lish competence. Also, keeping a record of the number of
hours devoted to professional development will not establish
competence. Adequate procedures for determining the regis—
trant®s competence and use of sound judgment are very complex.
To administer such complex procedures would be extremely
difficult, if not actually impossible.

Although ASCE does not favor additional requirements for
renewal of licenses at this time, we currently support licensing
of engineers and insuring their competence in the following
ways:

a. Nearly 90 percent of ASCE members in the United
States are licensed as Professional Engineers or
Engineers-in-Training.

b. Licensure is a requirement for admission to member —
ship in ASCE at the grade of Fellow.

C. A four-year degree 1in engineering is a requirement
for advancement to higher grades of membership in
ASCE.



an important hallmark of a profession is acceptance by the
members of that profession of responsibility for the education
and training of those people preparing to enter its practice,
as well as for their continuing professional development.

In view of this responsibility and the special require— \V,
ments of civil engineering practice, the American Society of n
Civil Engineers acknowledges the need to devote a substantial t
portion of its energy and resources to civil engineering ]
education. In addition, as members of the American Society of 1
Civil Engineers, it is the responsibility of individual practin
tioners to participate directly in both on-campus and off-

campus educational activities and to provide substantial

economic and other support for professional education and

training.

ASCE designs and conducts Continuing Education
courses for engineers and issues Continuing Edu-—
cation Units of credit to those who complete the
courses. *

f. ASCE sponsors and conducts innumerable educational
conferences for engineers annually.

g- ASCE publishes 15,000 journal pages of new civil
engineering literature annually for the continuing
education of engineers.

We are convinced that the membership of ASCE would experience
no difficulty in meeting requirements which might be established
for demonstrating continuing competence as a criteria for relicen—
sure. This matter does not give us reason for concern. However,
we are concerned with the fact that only about one-third of the
total engineering population hold valid professional licensure.
And while about 65 percent of the civil engineering population
are licensed, only about 28 percent of the remaining engineering
population are licensed. We believe it is in the public interest
that all practicing engineers be licensed and that priorities in
improving registration laws be given to:

1. modifying the Model Law so that persons who are
responsible for performing professional engineer—
ing work in industry and public and private insti—
tutions and agencies are required to be registered
in the state of their residence;

» *
2. increasing efforts to license all practicing engi—
neers; and

3. increasing efforts toward the enforcement of Engi—
neering Practice Acts as they now exist.

We believe that increasing the percentage of engineers who
are licensed is more important to the public welfare than adding
more requirements for those currently licensed. As the above
steps are effected, the demonstration of continuing proficiency
for relicensing should be considered as a refinement to engi—
neering registration laws.
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for relicensing should be considered as a refinement to engi—
neering registration laws.



v SUNSET LAWS
1. History and Current Status

"Probably no single act has had a more profound influence
on the present status of engineering and land surveying Boards
than the enactment during the past two years of the Sunset Laws."
These were the words used in a report of the Public Information
Committee of the National Council of Engineering Examiners (NCEE)
to .express their concern over legislation which has been enacted
in 30 states, as of July 1978.

A Sunset Law is a state statute specifically aimed at
improving the accountability of state agencies through manda—
tory periodic review. Should an agency (which would include
entities such as departments, divisions, bureaus, commissions,
councils, and boards) fail to justify its continued existence,
its programs would automatically terminate unless recreated
by legislative act Lon.

Proliferation of the Sunset Laws has been a response to
the public®s disillusionment with the continued existence of
defunct agencies with their attendant costs. The positive
results anticipated by these laws are: 1. forcing a legis—
lature to perform its often-neglected oversight responsibility;
2. shifting the burden of proof to an agency to show that it
is truly performing a public service; 3. requiring public
hearings on extending agencies so that citizen and consumer
groups may have a voice; 4. providing for the automatic
termination of those agencies which don"t measure up.

Engineering is but one of the many professions, trades,
and commissions affected by the Sunset Laws. While their
enactment and proper implementation are admirable there is
a latent concern over whether some deleterious effects may
be experienced by the engineering community. NCEE"s Public
Information Committees also has this to say -

"It is clear that with the advent of Sunset Legislation,
it will be incumbent upon regulatory agencies to justify their
existence. While it is not anticipated that engineering regis—
tration boards will encounter difficulty in convincing legis—
lators of the need for their continuance, there is much concern
about inadvertent lapses, abolishment of old laws and their
replacement by new ones, and the impact on “grandfather”
clauses and comity among the states."”



ENGINEERS MAY BE AFFECTED

Of greatest interest and concern to engineers 1is that the
regulation of engineering may be swept along with the current
legislative tides and that engineers will become increasingly
embroiled with:

(@ The definition of professional engineering as
defined in the NCEE "Model Law",

(b) The need of proof of continued competence as
a requirement for license renewal,

(c) Zero-based budgeting for the State Boards of
Examiners,

(d) Federal licensing as a possible answer to
comity.

At this time of Sunset Law generation and application in
certain stages, it is imperative for engineering managers and
the practicing engineer to be aware of the potential effects
these laws may have on the technical operations of both the
corporate and private practice of engineering. Some aspects
of the implications of these laws follow.

A BROADER DEFINTION

A typical Sunset Law is" a state statute which has as its
fundamental concept the improvement in accountability of the
various agencies and entities through which state government
is conducted. The laws generally provide for a periodic re—
view and performance audit of the group with automatic ter—
mination unless there is re-authorization by the State Legis—
lature.

The format of these laws is generally similar: purpose
of the statute, 1identification of the agencies to be audited,
dates of automatic termination, nature of the audit and time
between audits, e.g. life-span of the agency. Many statutes
cite the authorizing statute for the agency, which automa—
tically terminates at the time the agency ceases to exist.

HISTORY OF SUNSET LEGISLATION

April 22, 1976, was the date of the first Sunset Law.
This was passed in the 50th General Assembly of the State
of Colorado. Other states followed in quick order: Florida,
June 17, 1976; Louisiana, July 30, 1976; Alabama, August 24,
1976. The movement proliferated to the extent that as of
June, 1978, a total- of 30 states had enacted similar laws.



operations. In effect, the budgets should not automatically
be continued, but should be built from scratch each year with
every item justified. Additionally, legislation was directed
in some states toward a requirement of continuing education
courses as proof of competency for license renewal. (Note:
lowa already has such a requirement in its statute regulating
the practice of professional engineering. lowa Senate Bill
312, New Laws 1977, page 217.

A wide range of agencies and occupations is covered under
the various Sunset Laws. Colorado, for example, put 39
agencies under 1its Sunset Law including those responsible for
chiropractors, cosmetologists, collection agencies, and short—
hand reporters. Other states have fewer agencies covered,
many have more. Indiana includes 395 under its lawl With
professional engineering being but a tiny part of the whole
that occupies the attention of the legislator, the need for
close monitoring of these laws is apparent.

COMMON ELEMENTS IN THE LAWS

While the 30 state statutes have differing language, most
have common elements such as the following:

1. The Automatic Termination of the Agency. Usually
the terminal dates are staggered by groups of agencies.

2. The Performance Audit. The audit is usually per—
formed by various means; by a House-Senate committee, or
by an oversight or standing committee. The burden of
proof rests with the board or agency which must justify
its existence to show that it is performing a vital
public service.

3. Public Hearings. Testimony is received from (a) the
public; (b) a department responsible for regulating the
agencies; (c) the agency itself. The key words in most
legislation read to this effect: "(the agency) shall
have the burden of demonstrating a public need for its
continued existence and extent to which a change in type
or transfer may increase the efficiency of administration
or operation of the agency."

4. Legislative Action. The legislature is forced to
join in the procedure to perform its often previously
neglected oversight responsibilities.



5. Fixed Agency Life. Provisions are made for the
maximum life of the entity between reviews - typically 6
years.

Note should be made that most states provide for
orderly shutdown and disposal of the assets of those
agencies which are not reinstated.

A SAMPLE OF AN AUDIT

Criteria for the performance audit vary significantly
from state to state, but Florida"s statute has often been used
as a good example:

Section 5. In determining whether to reestablish a
program or function, the Legislature shall consider the
following criteria:

(1) Would the absence of regulation significantly harm
or endanger the public health, safety, or welfare?

(@) Is there a reasonable relationship between the
exercise of the state"s police power and the protection
of the public health, safety, and welfare?

(©) Is there another less restrictive mechod of regula—
tion available which could adequately protect the public?

(4) Does the regulation have the effect of directly or
indirectly increasing the costs of goods or services
involved, and if so, to what degree?

(%), Is the increase in cost more harmful to the public
than harm which could result from the absence of regu—
lation?

®). Are all facets of the regulatory process designed
solely for the purpose of, and having as their primary
effect, the protection of the public?

Other measures that are mentioned are:

(7) What is the efficiency of the formal complaint
action?

(8) What 1is the extent to which changes are necessary in
the existing laws to adequately comply with the above
factors?

There 1is the political consideration in any administration
of these laws. Specifically, there are fees of various sorts
related to the licensing procedure and since these are income-
producing entities, that in itself will no doubt have a
bearing on decisions.



Sunset Laws represent a new legislative concept, and it
is too early to predict with any degree, of certainty the
effect they may have on existing engineering registration
boards. In Colorado, which had the first Sunset Law, engi—
neering has not been audited. Two agencies 1in the state were
abolished; two were combined; two transferred; two reactivated;
and five extended for one year. Both the Courts and the
Governor became involved in some of the decisions leading to
the foregoing. In Nevada, meanwhile, the Legislature failed
to reinstate the engineering law and enacted a new law in lieu
thereof. The old board was consequently abolished and the
Governor subsequently appointed a new Nevada board.

A review by a Montana state legislative committe in late
1978 concluded that engineering and land surveying registration
functions should be continued, pro tern.

Perhaps a better idea of what may be expected may be seen
in the words of the Sunset Research Director, Department of
Regulatory Agencies, State of Colorado: "Probably the major
useful effect of Sunset is the agencies”™ anticipation of the
potentially critical reports the process can produce. Files
suddenly become better organized, records better kept; meet—
ings are longer and more oriented to the public interest. The
threat of termination is not very real. We think that the
Sunset process is an effective way of improving legislation,
but it seems to be happening more internally on agency and
executive branch initiative than through major legislative
changes.”

IMPLICATIONS FOR THE PRACTICE OF ENGINEERING

The impact that these laws may have on the profession
of engineering were touched upon by J.G. Johnstone in ad-—
dressing the February, 1978, NSPE Intersociety Meeting on
Registration in Chicago. He stated, "The problem with
Sunset review is the same problem that has been faced by
other inadeugately comprehended "systems®™ with a catchy
name. The essence of Sunset review is evaluation - program
evaluation and organizational and administrative evaluation
of an agency in an holistic context. The real risk is that
governments will adopt the name Sunset but leave out its
essence, and thereby discredit the name as other systems have
been discredited.



"There 1is no doubt that consumer-advocate and government
reform-oriented organizations such as Common Cause and the
United States Chamber of Commerce will continue to press
unrelentingly for Sunset Legislation. It is imperative, there—
fore, that the State Engineering Registration Boards be prepared
to submit to state reviewing authorities a r.omprehensive
report justifying and supporting their continued existence.
Failure to do so may result in the deregulation of the pro—
fessional practice of engineering and land surveying, which
course of action may operate to the detriment of the public."”

It appears that four key areas will play a part in de—
termining whether examining boards are re-established:

Zero-based Budgeting

Continuing Education

Adoption of NCEE "Model Law"

Federal Licensing in Answer to Comity

Zero-based budgeting was a cornerstone promise of the

present Federal Administration and was endorsed by Governor
after Governor. Involved here is a delicate balance of income
vs. service to the public and political considerations will

play an important role.

Continuing education is being considered as proof of

continued professional competence. The concept of such a
proof as a prerequisite to renewal of licensing has been
argued for years. The NCEE Public Information Committee

report emphasizes the point that continuing pressures will
force consideration of proof of competence into the Sunset Law
audits. The State of lowa has taken steps in this direction.
In 1977 it adopted a continuing education law which mandates
continuing education as a requirement for license renewal for
all state licensing boards. A "blueprint” for implementing
this legal requirement has been prepared and was reported upon
by John M. Littschwager in the Annual Conference Proceedings -
1978, American Society for Engineering Education.

The major problems in the mandatory continuing education
approach fall into two areas.

The difficult attempt to express continuing education
requirements in terms of widely-recognized and
uniform measurement units.

The need to establish guidelines, including guide—
lines for the monitoring of licensee participation,
and for the approval of programs that qualify under
the continuing education requirements proscribed.



The approach to a solution has been to conceive the
"Professional Development Hour"™ (PDH). This unit is then
defined in recognized educational units such as university
credit, Continuing Education Units (CEU), professional prac—
tice, etc. Record keeping, multiple branch registration, and
many other variables are covered. There are several implications
in the continuing education approach:

Implication for Industry - This plan could be adopted by

many states and spread like wildfire. Industry would be

forced to allocate resources - dollars and time - to meet
such an engineering competence requirement.

Implication for technical societies - They would have to
get aboard the bandwagon by getting their continuing
education programs legally sanctioned.

Implication for the practing engineer - He would have to
allocate time and effort to satisfy the legal requirements.

Adoption of NCEE "Model Law"™ - "he definition of professional
engineering under the "Model Law"™ 1includes the work done

on consumer products. Adoption of such a defintion would
negate the so-called "manufacturers, exemptions" in the

state statutes that have such exemption and/or would be
tantamount to mandatory registration by those professional
engineers in industry and education who would fall within

the defintion.

Only one state - Montana - has such a statute at the
present time and enforcement has been minimal since its
administration is so complex. Industry - in general - is
opposed to the adoption of the Model Law Definition. The
appeal at the time of a Sunset Audit may be on the side
of mandatory registration or licensing of professional
engineers.

Federal Licensing in Answer to Comity - Uniformity among
the state board requirements for licensing is practically
non-existent since the wording of the statutes varies so
much. Uniform examinations are almost "universal" but
other requirements show no such uniformity. While this
may be only a distant threat, the Sunset Law Audits will
focus upon and amplify these differences so that the
"Appeal™ of Federal regulation (licensing) will become
more acceptable to those concerned with comity and mul —
tiple licensing. The problems a corporation has in
moving engineering personnel from state-to-state would be
eliminated with Federal licensing.



TRACKING THE FUTURE WITH EPIC

The Sunset Laws are the result of legislative pressures
and actions - largely consumer-oriented. The laws vary and
action is not static. Beingaware of these is afirst order
of business and a tabulationhas been maintained by EJC to
provide a ready reference. Meanwhile, miscellaneous bills are
still in various legislative hoppers. The EJC Engineering
Practices Information Center will continue to track the status
and action on Sunset Laws and relatededucation.

NOTE: The information inSection 1, above isquoted from
the EJC Engineering Practices Information Center
Bulletin #1, August 1978, with the addition of
information concerning review results in Montana.
The following tabulation, supplementing this report,
is also taken from this source.



Sunset Laws

ALABAMA
ALASKA
ARIZONA

ARKANSAS
CALIFORNIA
CANALZONE
COLORADO (1)
CONNECTICUT (2
DELAWARE

DISTRICT OF
COLUMBIA

FLORIDA 3
GEORGIA (4)
GUAM
HAWAII ()
IDAHO
ILLINOIS
INDIANA (6)
IOWA
KANSAS (7)
KENTUCKY
LOUISIANA (8
MAINE 9

MARYLAND

MASSACHUSETTS
MICHIGAN

MINNESOTA
MISSISSIPP]
MISSOURI
*Verified

EFFEC- TERMI-
TIVE NATION

DATE
CITATION DATE
Mos.
Chapt. 512-5-128 824716 10/1/78
H-1-1977-P.287 5/30/78 6/30/80
S 1001-Chapt. 210 6/14/78  7/1/81
Laws 19
Act 100-1977-H-5 20377 6/30/81
None—In Session
H-1088-1976-P.51 A2fT6  7/1/82
PA-77614-S357 1/1/19  7/1/82
None
None
Chapt. 76-168 6/17/16  7/1/78
Act. 613-1977-5-44 2411 7/1/79
Act. 70-1977-5-460 510/77 12/31/82
None—Adjourned
None
S-43-Laws 1978 J10/78 6/30/81 395  Orderly
None—Recessed
H-2976 Laws 1978 5/10/78  7/1/81 37 12
None(2bills failed to pass in 1978)*
Act 277-1976-S-28 7/0/76  7/1/80 Note 0

MRCSé-\BBSeCt. 505-H-2229  3/2/78 6/30/80 122 12

Chapt. 808-1978-S405  5/29/718 7//&® 62 12
P.2035

None

SCR-471-1976-P.267 /116 SPeciaI—Provides for Committee to
Study methods of evaluation.

None—Adjourned
None—Adjourned

None



LAW EFFEC- TERMI-

n
ST
TIVE  NATION 5 ¢ -
DATE q '5
CITATION DATE e 50 g
Engr. ZEI'<
Mos.  Yrs.  Mos.
MONTANA $6-162 Sec. 82-4601 Sefmr Iumn 46 12 6 22
Chap. 562
NEBRASKA LB-257-1977 S516/T7 T/1/83 46 12 6 9
NEVADA NV-ACR-50 A/ITT Directs l.egislati' e Comn . to Stui Jy
Not in Session '78
NEW HAMPSHIRE ChaPt.436—1977 577 Last N, 9 NA.  NA.
Also H 45X date
7/1/85
NEWJERSEY None—Recessed

NEW MEXICO (100 ~ Chapt. 259-1977-H-133  See Note 7/U/78 44 9 6 N.A.
NEW YORK None—In Session

NORTH CAROLINA  Chapt. 712-1977-S-334 o M 102 12 N.A. 6
NORTH DAKOTA None—Not in session '78'

OHIO None—Recessed o

OKLAHOMA (12) §-138-1977 Page 13 Jio/rr 7/1/80 11 12 6 12
OREGON H-2323-1977 Chapt. 842 7/27/77 July 1982 44 0 8 18
PENNSYLVANIA None

PUERTO RICO

RHODE ISLAND(12) S-1069-1977 Chapt. 260 * 5/13/77 Not Cov. 29 12 5 12
SOUTH CAROLINA  None

SOUTH DAKOTA (13) SB-48-1978 Page 481 2/17/78 SPtld%Ity 5 6 NA.  NA
TENNESSEE Chapt. 452-1977-HB-937  5/26/77 6/30/80 208 12 6 N.A.
TEXAS S-54-1977 Page 2507 8/15/r7 Y18l 1T 12 12 14
UTAH §-63-1977 Chapt. 240 2/t UM Al 12 6 12
VERMONT Act 183-H-3751-1978 45 783 30 N.A. 5 2
VIRGINIA (14) Chapt. 388-1978-524 3/30/78 NOTE 28 N.A. NA.  NA.
VIRGIN ISLANDS

WASHINGTON None—Not in Session 78

WEST VIRGINIA None—S-63 Vetoed

WISCONSIN None

WYOMING None

‘Verified

ABBREVIATIONS 3 H.B. —House BIll 6. Perl. —Performance

[. Comm.—Committee or Commission 4.Leg. —Legislative 7.P.L. —Public_Law(s)

2 H. &S.—House and Senate 5 N.A. —Not available 8 Sid.—Standing



NOTES
(1) Colorado—See also S-34 New Law 1978 & Sec. 24-3A-104CRS

(@ Connecticut— Section 572-584

(3 Florida— Chapt. 77-457-1977-5-1238 changes termination to 7/1/70

(4 Georgia- Dates Revised by Act 1407-458-1978

(B Hawaii—Impact statement required

© Indiana— Governor may delay the date on which any agency program is abolished for one year.
(7) Kansas—Very complex law

Louisiana— Termination nated since Engineering Board is under Dept, of Transportation &
 Lovisiana Beveopment. ero%ase bugge?. J d d

9 Mame—EﬂgB%; gﬁPS.eLCll%mHouse Bill 2229 repeals MRSA Sec. S0benacted by P.L 1977

10) New Mexico—Chapt. 189-Laws 1978-HB. 237, P. 621—Renews State Board of Reqistration for

(10) New Mexi Blropsjf%a; Eng%e_ers_ forapenq%6 e rs%gg;nn?ngJul 1,1978, Approved
arcjw \ 8. Continuing education consideredasar quir ment. he oar
could not agree on procedures.

(11) Oklahoma—Adds 20Agencies to be reviewed with Legislature at time of new term for Governor.
(12) Rhode Island—Hearings must be 3months prior.
(

)
13) South Dakota—Ho&Jse B\II 1355-New Laws 1978-Page 339 applies “Sunset™ principles to rules
and regulations.

(14) Virginia—Very complex requirements. Final Termination 7/1/87.

DEFINITIONS

1 Agency—shall mean toinclude all departments, divisions, bureaus,.commissions, councils and
genty Boards, orlfkegovernmentﬁ LNIES 0P SUDURICS requlatory’in na U2 0f otherwise.

2 Comity—Kkindly cogrteo sb%hawor' the informal and nonmandatory cour ngl sometimes referred
10 asa set ol rules towhich thecouT.ts one soveregnw ften defer in determing
ue§t|ons as of Jurisgiction orappma le precedent)"wHere the laws or interests of
nother sovereignty are involved.

3 Lead time—Time.at which revi?w or audit shall begin prior to next meeting of legislature or
termination date of the agency.

4. Performance audit—shall mean the same as operational audit.

5 Termination—%nall mean the end, abolishment or annulment of any agency or the act of causing
e existence to cease.

CHARLES F SAVAGE. P.E.

Engineering Practices Information Center Stall Consultant =~
f Engineers Joint Council

. or. _ 345 East 47t Street

Engineers Joint Council Mew York. N.Y. 10017

(212)644-7842



Justification for State Registration Laws

A Position Paper Proposed by the Committee on Registration
of Engineers. Adopted by the Board of Direction October 15,
1978.

Since Wyoming adopted a law in 1907 to register professional
engineers, all states have enacted similar legislation to
establish a relatively uniform registration process. The
Board of Direction of the American Society of Civil Engineers,
on October 27, 1973, approved a policy by which it, "endorses,
supports, and promotes the registration of Professional Engineers,
as being in the best interest of the public.™ The Society
agrees that the purpose of registration laws is the protection
of public health, safety, and welfare; that this purpose Iis
best served by requiring a demonstration of education, special
knowledge and skill, and experience as the necessary qualifications
for the practice of engineering and land surveying. Since the
public does not ordinarly have the ability to judge the competence
of engineers and land surveyors, it has elected to delegate
this responsibility to the individual State Boards of Registration.

A growing number of State Legislatures have enacted laws,
called Sunset Laws, which have the general purpose of abolishing
outmoded and unneeded governmental agencies and programs.

Boards of Registration for Engineers and Land Surveyors, by
inclusion in this group of agencies and programs, must justify
their existence.

The ASCE supports, in principle, the process of periodic
review of government agencies and programs including Boards of
Registration of Professional Engineers and Land Surveyors.

The Society is confident that the engineering profession,
together with the individual State Boards, will demonstrate to
State Legislatures that registration is in the best interest
of the public; in fact, that it is essential to the protection
of the public health, safety and welfare 1in matters pertaining
to engineered works and systems.

Therefore, the Society encourages all its members to
actively assist and support Boards of Registration in their
efforts to demonstrate the value to the public of the Regis—
tration Laws. The intent of the laws is not to protect the
profession but to identify those who possess the necessary
qualifications to practice Engineering and Land Surveying.
While it is essential for the states to exercise their authority
through the legislatures and the courts, and to view the
consequences of their laws, they are not in a position to set
standards of technical competence, or control the various
levels of practice, nor is the general public able to exercise



this responsibility. It is incumbent upon the members of the
Engineering Profession to demonstrate that they are qualified
to set standards of education and experience for registration,
that they can impose rules of professional conduct and that
they are in the best position to maintain a continuing watch
over the technical competence of practicing engineers and land
surveyors, 1in the best interest of the public.

Therefore, it is the position of The American Society of
Civil Engineers that:

1. Professional registration is for the sole purpose of
protecting the public safety, health and welfare?

2. Benefits do accure to the public from registration
laws and consumer protection is provided by main—
tenance of standards of competence and rules for
professional conduct;

3. Registration laws promote efficiency in the regulation
of engineering and land surveying practice;

4. Direct use of the courts or membership in engineering
societies do not provide comparable coverage and
effectiveness as do registration laws;

5. The costs of regulation by State Boards of Registration
are more than offset by the fees, and, therefore,
the Society reaffirms its policy of October 27, 1973
on Registration of Engineers, and urges all its
members to assist State Boards of Registration in
demonstrating to their Legislatures the value and
necessity of continuing the individual state registration
laws in the public interest.

Selected References

1. Model Laws for Engineering Registration and for Land
Surveying. National Council of Engineering Examiners.

2. Registration of Professional Engineers and Land Surveyors
in the United States. (A compendium of General Information).
NCEE.

3. Digest of Court Decisions on the Registration of Professional

Engineers and Land Surveyors. NCEE.



Synopsis of State Engineering Registration Laws, Policies and
Procedures of State Boards. NCEE.

Synopsis of State Land Surveying Registration Laws, Procedures
Under Which State Boards Operate. NCEE.

NSPE Committee Report on" Sunset Laws, Justification for
Continuation of State Registration Boards. National Society
of Professional Engineers.

"Issues Related to Licensing of Architects, Engineers and Land
Surveyors™: a report prepared by R.E. Fadum, Dean Emeritus,
North Carolina State University at Raleigh for the North
Carolina Governmental Evaluation Commission, January 1979.
(Copy attached).



Issues Related to Licensing
of
Architects, Engineers and Land Surveyors

Ralph E. Fadum
Dean Emeritus
North Carolina State University
at Raleigh

January 1979

Should there be legal requirements to regulate the practice of
architecture, engineering and land surveying?

Recognizing that any law that regulates one®s right to work abridges
a fundamental freedom, we understand that there must be compelling
reasons to establish boards of registration the purposes of which are to
discriminate between those judged to be competent and those not to be so,
and thus, to regulate one"s right to practice. Foremost among such
reasons is the objective to protect the safety, health and welfare of the
general public by excluding from among those who represent themselves to
be practitioners, those who are competent and those who are not so.

The lay public does not in general have the capability of
determining whether or not a person who represents himself to be a
practitioner in these fields is, indeed, qualified and competent to
render the required service. The consequences of retaining an
incompetent practitioner can result in the impairment of the health,
safety and welfare of the client. Because of improper design a structure
may collapse, because of faulty surveys properties may not be properly
recorded, and because of improper planning aesthetic values of the
environment may be lost. Thus, there is a need to maintain boards of
registration to regulate the practice of architects, engineers and land
surveyors.

Our investigation has assured us that there is strong support for
the continuance of the N.C. State Board of Registration for Professional
Engineers and Land Surveyors and for the N.C. State Board of Registration
for Architects. This support comes from those affected by the authority
of these agencies in North Carolina as well as throughout our fifty
states and five territories in each one of which a similar board exists,
and with many of which we have reciprocal and comity agreements. Indeed,
North Carolina would be greatly disadvantaged in securing competent
professional services from practitioners from other states and
territories and practitioners from North Carolina would find it much more
difficult to practice outside our state borders if it unilaterally
abolished our licensing boards in these fields.



Therefore, we strongly recommend that the Board of Registration for
Professional Engineers and Land Surveyors and the Board of Registration
for Registered Architects be continued.

Should there be a legal requirement for determining professional
competence for relicensure?

In addressing this issue, it appears desirable first to distinguish
between registration or licensure and certification, both of which are
used in"the credentialing process. It is our understanding that
licensure is a process by which a state certifies those persons who may
practice, the purpose being to protect the public from unqualified
practitioners. Certification on the other hand is a process by which
professional societies identify practitioners of the specialties served
by those societies. Certification has no legal basis while licensure
has. Here, we are concerned only with licensure and, 1in particular,
relicensure.

For entry into a profession as a licensed practitioner, the
candidate submits to examinations primarily designed to determine
whether or not he is qualified by knowledge and experience to meet
minimum requirements to practice. These examinations cannot determine
his competence. The very best formal education does not guarantee
competence. Competence depends on how one uses his qualifications and
this is very difficult to measure objectively.

There 1is no debate concerning the need for a professional to
maintain his competence. The issue is whether or not there should be a
legal requirement with respect to insuring this. An examination of the
issues concerning legal requirements to seek to insure that a licensed
practitioner has maintained his competence and entailing some form of
testing or record keeping leads us to conclude the following.

Competence is a very subjective matter and it isvery difficult to
measure. It is difficult if not impossible tolegislate learning. The
amount of formal education, the number of short courses attended, and the
number of books read give no assurance of the benefits gained by these
activities. Thus, a record of these activities would not be very useful
as a measure of one"s competence.

To establish a legal requirement for relicensure would discriminate
against the xicensed practitioner who represents a relatively small
percentage of all practitioners. Thus, it might deter some who are not
registered from registering. This would be counterproductive in our
effort to increase the percentage of practitioners who are licensed. We
believe that increasing the percentage of practitioners who are licensed
is more important to the public welfare than adding more requirements for
those currently licensed.

There 1is no evidence to demonstrate that there is a need to
establish legal requirements for relicensuring. A practitioner knows



that it is in his own self-interest, not only to maintain his competence,
but also to improve on it. His livelihood depends on it. He therefore,
has a great deal of incentive voluntarily to maintain and improve his
competence.

We believe the public interest is best served when the practitioner
accepts as he does now responsibility for his own professional
development. Our educational institutions and professional societies
have a good record of providing opportunities for practitioners to
maintain- and update their competence. Practitioners on the whole have
made good use of these opportunities for professional growth. If the
extent of the voluntary effort that is being made by practitioners to
keep abreast of developments were known, it is most likely that one would
conclude that there 1is no justifiable need for establishing legal
requirements for relicensure.

Administering mandatory standards to insure professional competence
would be most difficult because of the great variety of specialties in
which these professions are engaged. For example, it has been estimated
that there are over one hundred different engineering degree programs
offered by U.S. engineering colleges alone. Here it should be noted that
it is only because there are many common bodies of knowledge required for
entrance into these professions that the initial examinations are valid.
As time goes on, however, the degree of commonality diminishes and the
point is reached when examinations become meaningless.

It should be noted that state licensing statutes give boards
extensive disciplinary control through the exercise of the police powers
of the state. We are persuaded that the present disciplinary provisions
provided by the statutes as well as those prescribed by professional
organizations serve to protect the public to the maximum extent practical
and affordable.

In consideration of these observations, it is our recommendation
that legal requirements for relicensure not be enacted. We believe that
the public interest is best served when the architectural, engineering
and land surveying professions accept, as they do now, responsibility for
their own professional development.

Should exceptions be made to allow certain categories of practice to
be exempt from compliance with licensure requirements?

The current law provides that "any person who shall practice or
offer to practice engineering, land surveying or architecture 1in North
Carolina without first being registered in accordance with the
provisions of the law shall be guilty of a misdemeanor.”™ After having
established this requirement, however, the statutes provide for the
following exceptions by stating that nothing in the statute shall be
construed to prevent or affect a number of categories of practice. These
categories include practice by members of the armed forces or employees
of the government of the United States while engaged in practice solely



for the government on government owned works and projects, engaging in
practice under the responsible charge of a professional or registered
engineers, the practice of so called internal engineering by a person,
firm, or corporation engaged in manufacturing, processing, or producing
a product including the activities of public service corporations,
public utility companies and authorities, state agencies, railroads or
membership cooperatives, etc. Because of exclusions such as these, we
find nationwide, 1in engineering that approximately 30% of engineers are
licensed. Twenty percent voluntarily obtain licenses, whereas ten
percent -obtain Jlicenses in order to comply with 1legal requirements
relating to their practices. Thus, it can be seen that because of
exceptions that are made only a relatively small number of engineers are
required to be licensed in order practice their profession.

We believe that the principle that unqualified persons should be
prevented from practicing is sound and 1in the public interest.
Establishment of an effective licensing program is a means toward that
end. Accordingly, we recommend that registration be required of all
individuals performing architectural, engineering and land surveying
functions or using titles that represent them to be architects, engineers
or land surveyors. In substance, it is recommended that all exemptions
be removed so that those who are responsible for performing professional
architecture, engineering or land surveying in industry and public and
private institutions and agencies be required to be registered in the
state of their residence.

What, if any, division or spheres of responsibility should be
delineated for the architect and engineer?

Engineering involves a great variety of specialty fields including
for example, -electrical engineering; civil engineering including
sanitary engineering, transportation engineering, structural
engineering, soil mechanics and Tfoundation engineering; nuclear
engineering; industrial engineering; and, mechanical and aerospace
engineering. Indeed, some two dozen specialty fields of engineering are
commonly recognized. Furthermore, within each of these fields,
engineers perform a great variety of functions, including planning,
design, production or construction, operations, maintenance and
technical sales. Architecture, likewise, 1includes not only different
specialty fields but functions, such as planning, design, supervision of
construction, etc.

Some of the specialty fields in which architects and engineers are
engaged do overlap. Others fall clearly within the responsibility of one
or the other group. Similarly, some of the functions performed by the
architect and engineer are common. Others are unique to each profession.
In those fields and functions that involve joint participation by the
architect and engineer, a decision needs to be made as to who should have
prime responsibility. In such instances, we recommend that any legal
provisions be made flexible and that it be left to the professionals
involved to determine which of the professions should have prime
responsibility.



With respect to licensing procedures, clearly the architectural
profession should be responsible for establishing requirements for
registration for architects just as engineers should be required to
establish qualifications for registration for engineers.

R.E. Fadum
17 January 1979
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Memorandum from Charles Willis, P.E., Secretary Consulting Engineer
Council of North Carolina (an affiliate of the American Consulting
Engineers Council) to Paul Vick, Chairman, N.C. Governmental Evaluation
Commission dated October 18, 1978.

As related to continuing education for relicensure the emphasis
should be placed on continuing professional competence rather than on
"continuing education."™ Education in itself is not sufficient to insure
competence, and it is unrealistic to lead the public to believe that
their interests are protected by requiring continuing education.

Memorandum from B.A. Harrell, Counsel for PENC to PENC Officers, undated.

Continuing Education courses should not be a pre-requisite to
renewal of licenses.

Paper entitled "Continuing Education - A Requirement for
Recertification,” by Monroe W. Kriegel, P.E., Oklahoma State University
(prepared for a Southern Zone Meeting of N.C.E.E.) dated April 7, 1978.

Registration or licensure is a process by which individual states
identify persons for inclusions 1in their registers of professional
engineers and certify that they may practice engineering. The purpose is
to protect the public from unqualified practitioners. Certification is a
relatively new process by which some technical societies identify
individuals as practitioners of the specialties served by those
societies. Registration has a well defined educational base as an entry
point into the profession. Certification, on the other hand, 1is a
process to define specializations of practice and to identify for the
public and employers qualified practitioners of that specialty.
Recertification is a service of the society and serves as an additional
credential of the individual. The motivation for recertification is peer

recognition. Certification and recertification have no legal basis
while licensure and relicensure have. Thirteen engineering related
societies operate certification and recertification programs. The

admission requirements are almost always below those of the minimum
educational requirements for entering the registration process. (None
of the founder societies such as ASCE, ASME, |IEEE, etc. have



certification programs, but several have this matter under
consideration.)

The big question is how to establish a basis for measuring continued
professional competence as a justification for relicensure. The real
issue is whether or not the registrant has remained professionally
competent. Continuing formal education is the first but only one aspect
of maintaining continued competence. The problem with continuing
education is the lack of an acceptable unit of measurement. (A CEU
equals t-en contact hours of participation in an organized continuing
educational activity under responsible sponsorship, capable direction
and qualified instruction.) The second basis for relicensure would
involve furnishing a set of credentials. This would be difficult to
quantify. A third method for relicensure would be to simply accept the
requirements for recertification as established by the professional
engineering societies as a basis for relicensure. The examination and
recordkeeping would be difficult and expensive. It could be recalled,
however, that only a very few societies have these certification
programs.

There 1is one certification program that has been long establisued.
This is the specialty certification in environmental engineering offered
by the American Academy of Environmental Engineers. The basis
requirements for certification are:

1. Engineering degree or equivalent
2. Engineering license
3. Eight years of environmental engineering experience following

graduation
A. Written examination
5. Oral tests

A fourth method, wiutli Kriegel feels has great merit, 1is the one
under study by the American Institute of Architects. A person must be a
registered professional architect 1in order to be qualified for
membership in the American Institute of Architects. Thus, he has
essentially satisfied the licensure and basic certification requirements
when he enters the Institute. AIlA is working hard on the development of
a recertification program providing a mechanism for permitting an
architect to remain a member of AIA but not being a requirement for a
renewal of his license. Although continuing education is a large part of
the requirement, there are other aspects involving self-studies, meeting
attendance and demonstrated knowledge of recent "tools of the trade™ 1in
each person®s particular area of specialty. What will finally come out
is a jointly developed program in which certain interested educational
institutions will be involved in providing facilities for retraining but
actual teaching will be done by a combination of practitioners and



faculty. It is Kriegells feeling that engineering needs to Tfollow
somewhat the same pattern but probably on an individual state basis
rather than on a national basis. The leadership should be taken by the
practicing professional engineers because they are the ones that have the
most at stake.

In concluding his statement, Kriegel advises that NCEE should
continue to resist pressures to legalize relicensure requirements. He
points out that it can be well documented that professional engineering
societies including all of the Founder Societies have large and rapidly
growing continuing education programs that help members maintain
professional competence. Universities also provide opportunities for
professional growth. All of these programs reach both registered and
non-registered engineers.

N.C.E.E. Preliminary Position Paper on "Continuing Professional
Competence," dated August 1978.

Competence 1in the present context is referred to as being attained
through basic ability and education, and then being developed by
experience and continuing training and education, either formal or
informal. The central questions are to what extent, if any, would
mandatory CPC benefit the public, what would this cost the public, and if
the public knew the true facts, would they vote to pay the cost? We
should make clear at the outset that N.C.E.E. completely supports
continued education and professional de.elopment and other aspects of
CPC. It is our considered opinion, however, that no significant numbers
of incompetent practitioners will be eliminated by mandatory CPC.

A great majority of professionals must continually develop their
competence to survive in the market place.

There 1is no doubt that all professions need continuous upgrading.
However, we believe that most engineers are doing this on a large and
highly successful scale under the present voluntary system. If the
magnitude of the voluntary effort were fully realized, it is likely that
the public might well conclude that there 1is no justifiable need to
increase their costs by creating new laws and regulations which would be
required if we were to attempt to mandate and legally enforce CPC under
the law. [Indeed, it might have a negative effect due to the resentment
and large scale dropping of licensing.

Another problem with mandating CPC 1is that engineering is such a
diverse profession. Administering mandatory standards would be almost
impossible. There are well over 100 different engineering degree
programs offered by U.S. engineering colleges alone. Engineering is a
vastly more fragmented profession than others, such as medicine, law,
teaching, etc.

Another separate but inextricable related issue is the potential
discrimination against licensed engineers. Of the approximately one



million engineers in the United States only 300,000 are registered by the
state regulatory agencies. This low percentage is due to the exemption

clauses written into the state statutes. The present system 1is a
political fact of life. It represents the best current political
solution which the public and legislatures have been able to develop. It

would therefore seem discriminatory to apply further strictures on the
approximately 30% of engineers who already take the trouble to become
licensed, 20% voluntarily and 10% for private practice while imposing
none of the 70% who remained unlicensed. To prevent such discrimination
would require imposing CPC mandates on all engineers not just those who
are licensed. Since the public at this point has not even seen fit to
require licensing of all engineers, it is doubtful given all the facts
they would want to spend the money to enforce additional mandatory CPC
requirements on all engineers. This becomes even more doubtful if the
public were truly informed on the probable cost of extending such a
philosophy to cover all other licensed vocations and professions.

It should be noted that state licensing statutes give boards
entensive disciplinary control through the exercise of the police powers
of the state. We are persuaded that the present disciplinary provisions
serve to protect the public to a maximum extent practical and affordable.
Acurrently popular statement goes "if it ain"t broke, don"t fixit."

Based on the foregoing discussion the following recommendations are
offered:

1. Engineering societies should mandate for themselves a strong
and intensive research and public relations program on CPC. A
vigorous effort should then be launched on both the state and
national level to disseminate the information to the public,
to the consumers and to the state legislatures.

2. The societies should investigate and analyze the potential of
programs under which one on a voluntary basis can obtain
Continuing Educational Units through their journals.

3. The ECPD is the most logical entity to develop and implement an
evaluation and monitoring system for the CEU value of CPC
programs because of their 1long experience and status in this
field.

This position paper will be sent to presidents of all engineering
societies with a request that they place the topic on the agenda for
their respective next board of director®"s meeting and give N.C.E.E, the
benefit of their current thinking on the subject.

PENC Talking Paper on "Should Continuing Education be a Requirement for
Renewal of Registration as a Professional Engineer or Land Surveyor?"
dated September 26, 1978.

No system has yet been developed through which the requirement under
the law will guarantee that the professional engineer or land surveyor



has done enough study to maintain specified degree of progress in his
field. Systems under discussion have generally been considered
impractical for several vreasons. They are difficult and costly to
implement. They rely on either self-evaluation or on an elaborate
structure for assigning values to a multitude of educational programs and
monitoring and recording progress and they still do not appear to
guarantee competence. It is only because there are many common
denominators 1in the initial process leading up to entrance into the
profession that the early examinations are applicable. At later stages
in the professional®s career the differences in kinds of competence
become greater. As time goes on the degree of commonality diminishes and
the point is reached at which any examination becomes meaningless. We
believe that the public interest is best served when the engineer accepts
as he does now responsibility for his own professional development. The
evidence that this 1is working well lies in the multitude of seminars,
workshops and short courses that are sponsored by professional and
technical societies, universities, community colleges, commercial
organizations and attended by design professionals.

Paper entitled "The Mandatory Continuing Education Bandwagon - Should
Professional Engineers Climb Aboard?” by Dr. Benjamin Shimberg,
Associate Director, Center for Occupational and Professional Assessment,
Educational Testing Services, publication not identified.

I think most professions would prefer to rely on the professional®s
own sense of responsibility for designing his own areas of competence.
If one looks at what it would cost to mount and really carry out a
comprehensive program of reassessment, the cost would certainly be
staggering and perhaps prohibitive. The most incompetent, the least
ethical, the most unprofessional practitioner would have no real
difficulty staying in business because it is easy for him to meet
mandatory continuing education requirements, and once he has done so, the
law says he is competent. | would like to say that if you do not already
have a mandatory continuing education law in your state, do not accept
such a law as 1inevitable. Ask yourself: Do we need a mandatory
continuing education law, and if such legislation is proposed, should we
as a board work for its passage? A great deal of needless pain and
suffering can be spared by seeking to discourage mandatory continuing
education until the existence of a serious, problem has been documented,
and it has been determined that an education solution offers the best way
of dealing with that problem. It is difficult if not impossible to
legislate learning and its subsequent application.

Article entitled "Perils of Credentialism,”™ by John Alden, New Engineer,
October/November 1978.

Movements are building within engineering to promote various forms
of credentialism. Most commonly advocated are specialty certification
and changes 1in professional registration including eliminating the
industrial exemption, permitting registration in specialties not now
specifically covered by state laws, and- requiring periodic re-



examination and registration on the basis of demonstrated continuing
education or professional development.

Registration or licensing 1is the process by which governmental
bodies at the state level in the United States qualify individuals to
practice certain occupations and professions including engineering. The
groups to be qualified are determined on the basis of their relationship
to the health, safety or general welfare of the public.

Certification is somewhat similar to registration except that it is
carried out by private professional organizations rather than by states.

Underlying credentialism in all of its forms, however, is the desire
to protect the interest of the credentialed group by reserving certain
kinds of work to it alone - and controling the entry of outsiders.

I am convinced that credentialist efforts to monopolize the kinds of
work we now know as engineering are restricting those jobs to registered
professional engineers and they will lead ultimately to the designation
of a small number of positions legally reserved for professional
engineers and the elimination of many jobs now carrying the engineering
title.

Another way in which | can see credentialism backfiring is in the
increased vulnerability of individual engineers to liability suits.
Today, except in cases of gross negligence, it is the corporation that is
liable and individual engineers are protected by industrial exemption.

The profession should also recognize the financial burden both
registration and certification will have on the individual engineers.
Requirements to participate regularly in formal continuing education
would add appreciably to the engineer®s cost in time and money.

Paper entitled "Continuing Education: Boon or Boondoggle,™ by Roy L.
Baber, Jr., Executive Director, PENC, The Professional Engineer,
November/December 1978.

Continuing education is a must for any professional but the need to
require it for licensing is questionable.

Until we have evidence that the public is not being served well by
the present system or until the authorities who are trying to develop a
satisfactory and well accepted control system for continuing education
succeed, it would seem best that we do not attempt to mandate continuing
education standards as a condition for license renewal.

We should determine in precise terms how the present system fails to
protect the public, what additional protection is needed, feasible and
cost effective, and whether mandatory continuing education can provide
that protection, and if so, the details of the plan that should be
enacted by the legislature.
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Letter from C.E. Vick, President, Kimley-Horn and Associates to Paul
Vick, Chairman, N.C. Governmental Evaluation Commission, dated
December 4, 1978.

I endorse the concept that the protection of the health, safety and
welfare of the public requires that professional engineers and land
surveyors maintain their competence. To my knowledge this 1is happening
under the present system. |If there is a problem (real or perceived), we
need to identify the specifics and design a course of action to
specifically meet the identified problem. If this evaluation commission
feels strongly about continuing education, | would suggest that the
legislature establish a study commission made up of members of the
legislature, the board of registration, the professional at large, and
the public. This study commission would have a specific charge to
identify the problem or potential problems of the existing system and
recommend specific changes to GS 89 C to correct the problem areas.
Continuing education 1is an extremely complicated matter and should be
treated with great care.

Letter, dated November 7, 1978 from Eugene Zwoyer, Executive Director,
ASCE, 1in response to a letter from R. E. Fadum dated October 25, 1978.

ASCE has not developed positions on specialty fields versus broad,
general P.E. registration, inclusion of public members on boards or
combined versus separate boards of the various design disciplines. 1
believe that we would find widely diversified opinions within the
membership on these subjects.

ASCE advocated professional registration as a requirement for all
individuals performing engineering functions or using engineering titles
regardless of employment 1in the private sector or private industry or
public service.

Paper entitled, "Remarks to N.C.E.E. on the Occasion of Their 57th Annual
Meeting,"™ by Eugene Zwoyer, Executive Director, ASCE, August 6-9, 1978.

ASCE strongly supports efforts to assure the public health, safety
and welfare through the competent practice of engineering, but we do not
recommend mandatory additionr.l requirements for licensing at this time.
We believe that such requirements at this time would not result in
overall strengthening of engineering Jlicensing and it could be
counterproductive.

There is no record proving that the present licensing procedures are
not providing adequate protection for the public.

Our licensing requirements successfully measure the qualification
of registrants to offer services to the public in accordance with the
model law and model rules. However, the competence of the applicant
depends on how he uses these qualifications. This 1is much more difficult
to evaluate. We rely on the registrant®s integrity and ethics not to
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accept those assignments for which the engineer is not competent and on
the profession to monitor the engineer"s performance and on the
registration boards to consider license revocations of unethical and
unprofessional work. Re-examining the engineer in fundamentals will not
establish his competence. Also, keeping a record of the number of hours
he devotes to professional development will not establish his
competence. Adequate procedures for determining the registrant®s
competence and use of sound judgment are very complex. To administer
such a complex procedure would be extremely difficult if not actually
impossible.

We believe that increasing the percentage of engineers who are
licensed 1is more important to the public welfare than adding more
requirements to those currently licensed.

We urge modification of the model law to remove all exemptions so
that persons who are responsible for performing professional engineering
work 1in industry and public and private institutions and agencies are
required to be registered in the state of their residence.

Letter dated December 7, 1978 from Donald G. Weinert, P.E., Executive
Director, NSPE, in response to a letter from R. E. Fadum dated
October 25, 1978.

We are all anxiously awaiting the experience which will emerge from
the lowa approach, but it will probably be a year or more before that
procedure can be evaluated. lowa 1is the only state to date to have
enacted a mandatory recertification continuing education procedure.
NSPE concurs that it is a must for engineers to keep up-to-date in their
fields of practice in order to serve and protect the public interest.
However, our current policy is that this responsibility should be met on
a voluntary basis with input from the professional and technical
societies to assist the members 1in meeting this requirement. 1 enclose
NSPE Policy No. 122-A to reflect our position. The practical
administration problems in a mandatory program are enormous and costly.

NSPE Professional Policy Statement Number 122-A, Continuing Professional
Development.

NSPE Professional Policy Statement 122-A on continuing professional
development includes the statement "NSPE favors personal acceptance of
responsibility by the engineer for professional development and is
opposed to legislation that would require a licensed professional
engineer to pass a written examination or to submit evidence of
continuing education activities as a condition for a license renewal.
Such legal requirements are not necessary to protect the public, are
impractical, difficult and costly to implement and ineffective as a means
of assuring competence to practice engineering."

Paper entitled, "Continuing Education - Boon or Boondoggle,” by Milton F.
Lunch, General Counsel, NSPE, Consulting Engineer, June 1978.
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The theory behind the mandatory education program for lawyers,
doctors, and now proposed for engineers is philosophically sound, but the
author 1implies that there are practical matters that need to be
considered. For example, what course content is acceptable, who would
decide and how whether an engineer who attended a seminar learned from it
or dozed the time away. A mandatory continuing education law cannot take
into account the most important single methods whereby professionals
obtain their competence - their day to day work. Is the cost of
administering, controlling and enforcing a mandatory continuing
education program worth the cost? In spite of all these questions and
doubts, however, the basic theory that the professions have an obligation
to prevent unqualified persons from practicing is still sound. There is
a far simpler and more effective way to reach that goal. To do it, the
state boards need the moral support of the profession and the financial
means to support an effective enforcement program through a team of
trained investigators.

MichiganSociety of Professional Engineers Policy with respect to
Continuing Education, unpublished.

MSPE encourages all professional engineers to maintain their
competency through active practice and continuing education activities,
including professional meetings and self-education efforts. MSPE
believes that a mandatory continuing education program as a condition of
re-licensing, is not cost effective nor in the public interest and will
seriously divert resources from needed enforcement activities and to
meaningless bureaucratic data gathering efforts.

Paper entitled, "Qualifications for Continued Practice,” by Francis E.
Holland, P.E., member, Ilowa State Board of Engineering Examiners,
contained 1in a compilation entitled "Trends in Engineering Education,”
NSPE - Intersociety Conference on Engineering Registration, Chicago,
February 7-8, 1978 and published by NSPE.

In 1977, the lowa legislature enacted the first mandatory
continuing education law for all state licensing boards. The law directs
that each board including the lowa State Board of Engineering Examiners
develop a plan and program to implement the requirements which become
effective on January 1, 1980.

In general, requirements are expressed in terms of Professional
Development Hours (PDH). One hour of acceptable professional
development equals one professional development hour. It goes on to
equate 400 hours of practice to 10 PDHs; one semester of university
credit to 45 PDHs, etc. It then stipulates that 80 professional
development hours are required each year, etc.

Letter dated January 2, 1979 to Ralph E. Fadum, P.E. from Morton S. Fine,
P.E., L.S., Executive Director, N.C.E.E., 1in response to an earlier
letter requesting comments concerning various issues related to the
"Sunset Law."
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With respect to recertification, the official position is reflected
in the enclosed statement. This position paper (reference no. 4) has
recently been circulated to all engineering societies who are members of
ECPD, EJC, and ACE for their comments. Few responses have been received
to date, but when all responses have been received and evaluated the
N.C.E.E. Board of Directors will probably issue a revised or final paper
on this matter which I am sure you will see in due course.

"The Registration of Professional Engineers and Land Surveyors 1in the
United States,” N.C.E_.E., 1978.

This is a very good compilation of matters related to registration
in general. Included is the following statement concerning continuing
professional development.

At the present time, state boards and engineering societies are
discussing continuing education/professional development as a
requirement for registration renewal. Discussions 1in this area have
centered on whether basic requirements should be established for
continued practice and whether, 1if established, the requirements should
be mandatory or voluntary. Also, under discussion is the deterraination
of a uniform method of measuring, evaluating, and reporting continuing
professional development activities.

lowa is the only state which has enacted legislation requiring the
state board to implement continuing education/professional development
requirements for licensure. The lowa Board is currently studying methods
for implementing this legislation. N.C.E.E. has offered to assist state
boards in establishing uniform guidelines for continuing
education/professional development criteria in the interest of
maintaining uniform procedures among the state boards.

Quoting further from this document, there is a statement "It may be
said that engineers and land surveyors have the finest professional
registration system in the world.” N.C.E.E. will continue to serve its
member boards in the engineering profession by providing an organization
through which state boards may ™"act and council together to better
discharge their vresponsibilities in regulating the practice of
engineering and land surveying for the protection of the public welfare
and safeguarding life, health and property."”

"Engineering Registration and the Law - A Review of Engineering
Registration in 1977 - How the System Operates, What State Laws Require a
Look into the future," Horton S. Fine, P.E., L.S., IEEE Spectrum, October
1977.

Mandatory requirements for license renewal had been discussed for
three or four years beiire the first mandatory statute was enacted 1in
lowa in July 1977. The statute mandates the state board to set up rules
and regulations to implement the statute within a given time frame.
N.C.E.E. hopes to coordinate with the lowa Board so that guidelines can



be set up for the permissive use of all member boards of N.C.E.E. thereby
retaining all the benefits of reciprocity/comity gained after so many
years. It is anticipated that the passage of additional state statutes
may accelerate in the future.

Finally, the adoption of mandatory degree requirement for licensure
has moved slowly into the statutes but appears to be accelerating. Six
states, Illinois, Kentucky, Michigan, Ohio, South Carolina, and
Missouri, either have already implemented such requirements or have set
dates for so doing.

REF/ny
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PURPOSE AND SCOPE OF THE REVIEW

Purpose

In accordance with the intent of Alaska Statutes 24.20
.271(1) and 44.66.050 (sunset legislation), a review of the
Board of Registration for Architects, Engineers and Land
Surveyors was conducted to review Board activities and
accomplishments to determine if the Board has been operating
ir. an effective, efficient and economical manner.

As required by legislative intent, this report shall be
considered during the legislative oversight function in
determining whether the Board will be reestablished. The
law currently specifies that this Board will terminate

on June 30, 1980, but will continue until June 30, 1981
for the purpose of concluding its affairs.

Scope

The major areas reviewed were the Board"s operations and its
licensing, examination, administration, complaint and af—
firmative action functions. Our review consisted of analyzing
and evaluating the following:

(1) Applicable statutes and Board regulations;

2 discussions with the Board and questionnaires
sent to Board members;

(©)) tests of records and documents of the Board and
the Division of Occupational Licensing (OL),
Department of Commerce and Economic Development,
for the years 1976-1978;

(@) interviews with OL employees;
(5) complaints filed with OL, the Ombudsman®s Office,
Consumer Affairs Agency and the Human Rights

Commission during the period 1976 - 1978;

(6) questionnaires sent to State registered architects,
engineers and land .surveyors; and

(7) questionnaires sent to individuals whose applications
were not approved.
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Scope Constraints
This review was hampered by the following constraints:

(1) The Board has not established and reported
financial and program plans as required by
AS 37.07.050 nor has it developed and reported
performance information regarding its effectiveness
and accomplishments as required by AS 37.07.090
and AS 08.48.071.

(2) OL has not adequately collected, recorded and
maintained pertinent files and statistics relating
to the Board to effectively and efficiently carry
out i1ts administative responsibilities.

STATE OF ALASKA 5 DIVISION OF LEGISLATIVE AUDIT
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ORGANIZATION AND FUNCTION

Architects, engineers and land surveyors have been licensed
in Alaska since 1939, when the Territorial Board of Engineers
and Architects Examiners was established. The structure and
statutes that relate to today"s Board date from Ch 179 SLA
1972, in which the Alaska State Board of Registration for
Architects, Engineers and Land Surveyors was created.

As stipulated in AS 08.48, the Board has nine members
consisting of two civil engineers, one land surveyor, one
mining engineer, two engineers from other branches of the
engineering profession and three architects. Members are
appointed by the governor and serve staggered six-year terms.
Board meetings are held at least four times a year.

The responsibilities of the Board include:

a. The adoption of regulations enabling it to carry
out the purposes of AS 08.48;

b. the publication of a code of ehtics;
C. the formulation and administation of examinations;
d. the review of applications; and

e. enforcing the provisions of AS 08.48, through
disciplinary actions or other procedures deemed
necessary and in accordance with the Administrative
Procedures Act (AS 44.62).

Except for specific exemptions provided for in AS 08.48.331,
the practice of architecture, engineering or land surveying
within Alaska 1is prohibited unless the practitioner 1is currently
registered with the State. Although the statutes do not
distinguish between the various branches of engineering,

the Board has interpreted "professional engineering”™ to
include chemical, civil, electrical, mechanical, mining and
petroleum engineering. Accordingly, engineers are registered
in the specific field for which they apply and are approved.

In addition, corporate authorizations are required for corpo—
rations practicing architecture, engineering or land surveying
within Alaska.
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REPORT CONCLUSION-

Policy Issues

This review 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 review but require legislative consideration. In

debating these issues, the legislative oversight commit—
tees should consider the findings and alternatives presented
in this report in reaching their decisions.

Report Conclusion

In our opinion, the Board of Registration for Architects,
Engineers and Land Surveyors should be continued. For the
following reasons, we believe the regulation and licensing
of architects, engineers and land surveyors 1is desirable
to protect the public®s he"-"th, safety and welfare:

A. These professions .nvolve structures and activities
that could result in severe physical and financial
harm if practiced by incompetent persons. Potential

harmful results include collapsed structures, fires,
pollution and extensive litigation, as well as
large economic loss.

B. The general public as well as the individual
consumer 1is often directly affected by the profes—
sional®s work. For example, the users of public

buildings have as vital an interest in the
structural integrity of a building as the owner
does. Also, neighbors and subsequent land owners
are impacted by inaccurate surveys or poorly
designed structures or communities.

C. Registered architects and engineers are involved
not only with the construction but with the original
design of structures, fTacilities and processes.
Their seals on blue prints and building plans
certify their approval of those plans, and accord—
ingly assign them a good deal of professional and
legal responsibility.

D. In order to protect the public without unduly
restricting individual rights, AS 08.48.331 exempts
a wide variety of persons, activities and structures
from requiring the services of a registered architect,
engineer or land surveyor.

While the reasons above indicate that the Board should continue
to license and regulate architects, engineers and land surveyors,
certain changes need to be implemented in order for the Board

to more effectively serve the public.
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The make-up of the Board should be reviewed to provide better
representation of the regulated professions and the general
public. At least two lay members should serve on the Board
(see Recommendation No. 1).

The procedures for the preparation and grading of the Alaska
portion of the land surveying examination should be revised
(see Recommendation No. 2).

The Board should continue its efforts to make the statutes
and regulations more relevant and workable (see Recommendation
No. 3).

Legislation should be introduced which will require continuing
education for architects, engineers and land surveyors.
Continuing education will assist in avoiding professional

obsolescence and keep practitioners aware of changes taking
place in the field (see Recommendation No. 4).

The Board should prepare annual reports of its objectives

and activities, and OL should incorporate this information

into its budget documents. This will better enable the
Governor's O ffice, Legislature and other interested parties

to evaluate the Board's performance (see Recommendation No. 5).
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FINDINGS AND RECOMMENDATIONS

Findings and Recommendations No. 1 through No.

to the Board of Registration for Architects,

(OL), and should be read in conjunction with

Recommendation No. 1

In order to ensure that the Board adequately

regulated professions and the general public,

and conditions of Board membership should be
amended.

AS 08.48.011-.031 creates the State Board of
for Architects, Engineers and Land Surveyors

5 are addressed

Engineers and
Land Surveyors. Findings and Recommendations No. 6 and

No. 7 are addressed to the Division of Occupational Licensing
"A Performance
Review of the Division of Occupational Licensing, Department
of Commerce and Economic Development, October 30, 1978".

represents the

the qualifications

reviewed and

Registration

specifies the

qualifications and professions of the nine Board members and
establishes the members®™ terms of office. In order that the
Board better represent the regulated professions and general
public, these statutory provisions should be reevaluated.

Some specific areas are addressed below:

A. Of the 23 boards established under AS 08, fifteen
have at least one member who has no direct financial
interests in the profession(s) regulated by that
particular board. The State Board of Registration
for Architects, Engineers and Land Surveyors 1is
one the eight boards without lay representation.

In general, lay memuers can and should contribute

to policy formulation and enforcement

Their expanded roles, particularly
evaluations and discussions, will

defined for this particular board.
should be recognized that the publ

interest group. We recommend that at

decisions.

in technical
have to be
However, it

ic

is the ultimate
least two

lay members be included on or added to the Board.

B. The following table shows the relative

of professions registered through

the

the statutory representation afforded

fession.

percentages
Board and
each pro-
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Statutory

As % of Board
Profession All Registrants Representation
Architects 12% 3
Electrical Engineers 8% A
Mechanical Engineers 9% A
Civil Engineers 43% 2
Mining Engineers 2% 1
Chemical Engineers 1% A
Land Surveyors 21% 1
Petroleum Engineers 1% A
Corporate Authoriza—
tions 3% -
100% 7
Representatives
from other branches
of engineering A + 2

The table illustrates some interesting comparisons:
A) Mining engineers, who make up only 2% of all
registrants, are guaranteed Board representation.
Electrical a~d mechanical engineers are not,
although togacrer they make up 17% of all reg—

istrants. B) Architects, who represent 12% of
the registrant population, are granted three Board
memberships. Land surveyors, representing 21% of

all registrants, are only granted one.

Although 1in actual fact uhe current Board does
have an electrical engineer, a mechanical engineer
and the civil engineer members are also registered
land surveyors, the law allows for a much less
representative membership. We recommend that the
professional make-up of the Board, as required by
AS 08.48.011, be reevaluated to more accurately
reflect the regulated professions and the public.

In addition, the Board is relatively large and the
feasibility of a smaller membership should be
considered. We recognize, however, that three
professions are being regulated and that con—
siderable time is already demanded of Board members.

Recommendation Mo. 2

The Board should revise its procedures for the Alaska portion
of the land surveying exam.
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For several years the four-hour land surveying exam on
Alaska law and practice has been prepared and graded by a

single individual. It is not the auditor®s intent to in any
way discredit this individual and the Board is rightfully
very appreciative of his competence and efforts. However,

no one person should have so much input to the determination
of whether an applicant is to become a registered land
surveyor.

We recognize that the Board has taken preliminary steps to
develop alternative procedures for the Alaska portion of the
land surveying exam, and recommend that it continue and
formalize its efforts. Until such time as the new methods
for preparation of the exam are effected, basic control
procedures - e.g., ensuring the anonymity of the examinee to
the grader - should be followed.

Recommendation No. 3

The Board should continue its efforts to make the statutes
and regulations more relevant and workable.

In September, 1978 the Board adopted major revisions to its
administrative regulations, 12 AAC 36. These revisions were
the culmination of several years®™ efforts and significantly
improve the clarity and applicability of the regulations.

AS 08.48, through which the Board is created and empowered
to regulate the professions of architecture, engineering and
land surveying, should also be subjected to a review and
revision process. In addition, some areas of 12 AAC 36
still need improvement. Some specific areas warranting
review are listed below (this list is not intended to be
inclusive):

A. AS 08.48.0il1-.021. As discussed in Recommendation
No. 1, Board make-up should be reevaluated.

B. AS 08.48.091. Written exams are required to be
held at least twice a year. In the case of the

Architecture-Qualifying and the Architecture-
Professional exams, which are national tests each
of which 1is offered once a year, this is not

possible. The statute should be reworded accordingly.

C. AS 08.48.11. One cause for reprimand is a "crime
involwincg moral turpitude.” This is vague and
should be eliminated or more precisely defined.
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D. 12 AAC 36.010. One of the public need criteria
for the continued existence of a board is the
extent to which State personnel practices, including
affirmative action requirements, have been complied
with by the board. 12 AAC 36.010 requires that
applicants submit photographs with their applications.
We found no evidence of discrimination based on
photographs, but the potential for discrimination
or charges of discrimination exists. Therefore,
we recommend that photographs be used for identification
purposes only and that they not be affixed to the
application at the time it is reviewed for acceptance.

Recommendation No. 4

Legislation should be introduced requiring continuing education
for architects, engineers and land surveyors.

Architects, engineers and land surveyors must demonstrate a
high degree of educational and practical competence before

they can become registered in Alaska. However, renewal of
certificates is not dependent upon evidence of a professional®s
continued competence.

In our questionnaire to registered professionals, 93% of the
architects, 78% of the engineers and 64% of the land survey—
ors responding reported that they had attended courses

and/or seminars 1in the last two years. Most were concerned,
however, that continuing education requirements would be too
narrowly defined or too difficult to satisfy. To address

these concerns, there must be active involvement by individuals
and professional societies in the development of continuing
education standards.

Architects, engineers and land surveyors are acutely aware
of the public®s trust that they maintain their professional
competency. Required continuing education is one means of
fulfilling that trust. In addition, a program of continuing
education will assist in avoiding professional obsolescence
and keep practitioners aware of changes taking place in the
profession.

Recommendation No. 5

The Board should develop reports and procedures that will
enable the legislative and executive branches to evaluate
its performance.

A. Under sunset legislation each licensing board will
have the burden of demonstrating a public need for
its continued existence. As part of this process
a board will be expected to establish formal

STATE OF ALASKA 12 DIVISION OF LEGISLATIVE AUDIT



objectives with, so far as is practicable, quantifiable
measures. Without identifiable and measurable
objectives, neither the Legislature, the Executive
Branch nor the board itself can effectively

evaluate performance.

The Division of Occupational Licensing submits
annual budget documents in which it establishes
its own objectives and evaluates the previous
year"s performance. Similar reports should be
prepared for each board and OL should include
these in its annual budget package (see the OL
Performance Audit Report).

B. Although required to by AS 08.48.071, the Board
has not prepared annual reports to the Governorls
Office. As discussed in part A above, there must
be some mechanism for evaluating the Board-"s
performance. Furthermore, many registered profes—
sionals have expressed an interest in receiving
Board reports or newsletters.

We recommend that the Board®s annual report include,
at a minimum, the following information:

1. Board®s purpose, goals and measures;

2. receipts and disbursements related to the
Board®"s operations;

3. Board member participation;

4. new regulations and statutes; and

5. significant developments or concerns of the
Board.

Recommendation No. 6

The Division of Occupational Licensing should collect,

record and maintain for five-year periods Tiles and statistics
of licensing and testing applicants and related workload of
the licensing examiner.

The Division needs relevant facts and statistics for evaluating
the performance of its personnel and the Board. Many past
records have not been maintained or compiled in a usable

form, such as*

1. Number of architects, engineers and land surveyors
newly registered or renewed in past years;

2. statistics on the pass/fail rates for examinations;
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3. number of applicants for examinations or registration
as well as number of applicants not approved;

4. breakdown of receipts by fee types; and
5. correspondence workload of licensing examiner.
6. Files for at least 27 registered architects,

engineers or land surveyors have either been
misplaced or sent to Archives without the necessary
cross-reference documents being maintained by OL.

It is to the advantage of the Division to keep these records
in order to support its budget request, evaluate its personnel
and keep the Board informed as to its progress. Also,
feedback from the Board and the public should be encouraged

to determine whether staff performance is adequate (see the

OL Performance Audit Report).

Recommendation No. 7

The Division of Occupational Licensing should handle investi—
gations in a more comprehensive and timely manner.

As discussed in Legislative Audit"sOL Performance Audit
Report, OL"s 1investigative performance was not sufficient to
provide adequate public protection from abuse by regulated
occupations.

In our review of OL complaint files relating to architects,
engineers and land surveyors, we also noted the following
exeptions:

1. 20% of the cases opened since January, 1975 and
subsequently closed were not satisfactorily resolved
but were closed due to age.

2. 78% of the cases open as of December, 1978 had not
beer, investigated 1in a thorough or timely manner.
In fact, 64% of the cases had been open for at
least six months but had not yet been investigated.

In our October, 1978 audit of OL, we recommended that the
Division®s investigative unit be transferred to Public
Safety. The 1979 legislature did not elect this option, but
did approve an additional investigator position (there are
currently three OL investigators). The Director of OL has
indicated, however, that due to budget restraints the new
position will not be filled until October, 1979.
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ANALYSIS OF PUBLIC NEED

Limited Analysis

The following analysis of Board activities relates to the
public need factors defined in the "Sunset” law. This
analysis 1is not intended to be all inclusive, but addresses

those areas we were able to cover within the scope of our
review.

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

1. The Board has adopted revisions to the Code
of Ethics which clarify and strengthen the
professional®s responsibility to the public.

2. During the last four years the Board has
initiated or referred approximately 30
investigations to OL.

3. In our testing and observations we found the
Board to be conscientious in its review of

applications and performance of other administrative

duties.

. The extent to which the operation of the board,
commission, or agency program has been impeded or
enhanced by existing statutes, procedures, and
practices which it has adopted, and any other

matter, including budgetary, resource, and personnel

matters.

1. The Division of Occupational Licensing (OL)
has not maintained updated statistics for
Board use (see Recommendation No. 6 and OL
Performance Audit Report).

2. OL has not handled 1investigations of complaints

in a timely and effective manner (see Recom—
mendation No. 7 and OL Performance Audit
Report).

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

1. Although the statutes and regulations governing

Board activities should be subjected to
further review, the Board recently adopted

major revisions to its administrative regulations,

12 AAC 36, that significantly improve their

clarity and applicabilitity (see Recommendation

No. 3).

STATE OF ALASKA 15 DIVISION OF LEGISLATIVE AUDIT



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.

Individuals who contact Board members or the

licensing examiner

ask questions or

encouraged to
The extent to which the
agency has
making of its
Board meetings
year and are
Fairbanks
meetings nor
in a timely manner
Audit Report).

are

During
and in

the process
accordance
Procedures Act, the
persons and groups
testimony.

The efficiency with which public

complaints the
commission or agency
department to which

administratively

the ombudsman have

regarding

been

During the
concerning
with the
involved the
experience,
fees and the
All cases were
satisfaction.

past
the

the

OL has only one
the Board's
a letter written
to OL, and
criticism
No formal
was

to

of a
complaint
satisfactorily
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and wish
register
attend Board meetings.

board/
encouraged public
regulations

held
advertised
and Anchorage.
examinations

of
with

to

filed with
a board
assigned,
processed

three
Board"'s
Ombudsman’
Board's
assessment
Board's
resolved

complaint
activities.

concerned
landscape

to present
complaints are

commission
participation
and decisions.

or

in the

five times a
Ketchikan,

least
Juneau,
However, neither
have been advertised
the OL Performance

at
in

(see

revising its regulations,
the Alaska Administrative
Board invited interested
offer written or oral

inquiries or
activities of the board,
it, with the
commission is
with the office of
and resolved.

or
or

years, four complaints
activities were filed
s O ffice. The cases
evaluation of applicants’
of registration
failure to investigate.
to the Ombudsman's

file relating to
This was prompted by
the Governor and forwarded
a Board member's outspoken
architecture exhibit.
was filed, and the matter
resolved.
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Vil The extent to which a board or commission which
regulates entry into an occupation or profession
has presented qualified applicants to serve the
public 1

1. Complaints against registered architects,
engineers and land surveyors are indications
of the quality of practice in the State.
During the last four years, only about a
dozen complaints were filed with OL charging
registered professionals with unethical or
unprofessional conduct.

2. Architects, engineers and land surveyors are
not required to demonstrate their continued
competence through a continuing education or
retesting program (see Recommendation No. 4).

3. During the last three years, approximately
100 architects, 500 engineers and 100 Iland
surveyors were accepted for initial registration.
OL has not developed summary data by which we
could readily determine the number of renewals
processed during this same period.

VI The extent to which state personnel practices,
including affirmative action requirements, have
been complied with by the board, commission or
agency to its own activities and the area of
activity or interest.

1. Photographs are required to be submitted with
applications for examinations and/or professional
registrations. This requirement does not
comply with affirmative action standards (see
Recommendation No. 3).

1X. 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.

Please refer to the previous section, Findings and
Recommendations.
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APPENDIXES
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APPENDIX A

BOARD OF REGISTRATION FOR ARCHITECTS,
ENGINEERS AND LAND SURVEYORS
REVENUES COMPARED WITH EXPENDITURES
Fiscal Year 1978
(UNAUDITED)

Average Revenue

(See Schedule 1, Notes 1 and 2) $70,964
Expenditures (See Note 3) 58,786
Excess of Revenues

over Expenditures $12,178

Schedule 1
Types of Revenues (See Note 2)
Revenues Amount Collection Time
Individual Application Fee $50 With Application

Corporate Authorization
Application Fee $100 With Application
Reexamination Fee $50

Individual Registration

With taking of examination

new registrants pay $15/year

new registrants pay $50/year

Fee $15/year Renewals paid biennially;
for balance of biennial
period.

Corporate Authorization

Registration Fee $50/year Renewals paid biennially;
for balance of biennial
period.

Amendment to Corporate

Authorization $20 With amendment
Delinquent Renewal Fee $30 With reinstatement
Late Fee Fine $10 With late payment

Note 1

Renewal registration fees are collected once every two years
and cause revenues 1inone year to be significantly greater

than revenues.collected

STATE OF ALASKA

in the next year.
calculated and reported an average of the

Therefore, we
revenues collected
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in Fiscal Year 1977 and 1978 in order to obtain an accurate
representation of collected revenues.

Note 2

12AAC 36.170, which outlines fee types and amounts, was
revised in October 1978. Application fees were raised and
fees for registration certificates were eliminated. The
fees in Schedule 1 reflect the current fee structure.

Note 3

Expenditures include those made by Board members, such as
travel and per diem and an allocated percentage (estimated)
of total administrative expenses of OL. They do not include
expenditures for efforts of other departments, such as the
Department of Law, that may be assisting the Board and OL.

STATE OF ALASKA 20 DIVISION OF LEGISLATIVE AUDIT



APPENDIX B

ADMINISTRATIVE STATISTICS

Registered Architects, Engineers As of January 1, 1979
and Land Surveyors Number As % of Total
Architects 339 12%
Engineers (Note 1) 1,848 64%
Land Surveyors 624 21%
Corporate Authorizations 99 03%

2,910 100%

Board Meetings in Calendar
Years 1975-1978

Average number of meetings per calendar

year (excluding telephone: conferences) 5 meetings
Average number of days per meeting 2 days
Examinations Dates Given Each Year
Engineer-In-Training November, April
Professional Engineering November, April
Land Surveying November, April
Architecture-Qualifying June
Architecture-Professional December
Note 1

Engineers are registered in the separate fields of civil,
chemical, electrical, petroleum, mechanical and mining
engineering. The numbers of engineers registered in each
field as of January. 1, 1978 has not been determined. However,
the percentage break-downs calculated using July, 1978 figures
and i1llustrated in Recommendation No. 1 should be relatively
unchanged.
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APPENDIX C

QUESTIONNAIRE SENT TO BOARD MEMBERS

What do you believe to be the goals and objectives of
the Board of Registration for Architects, Engineers and
Land Surveyors?
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2. Do you believe that the Board 1is achieving its goals as
you perceive them in question number 1? Please show
how the goals and objectives are or are not being
achieved.
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Is the staff from the Department of Commerce and Eco—
nomic Development and/or other departments adequate to
perforin all the administrative and enforcement duties
necessary for the operation of the Board? What staff
support services are provided adequately/inadequately?

Description I\W X ﬂ
Ny Becase:
Bad ek an executive
2B,
i

)
5 ¥E’V\S er
i s
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Do you think that the absence of regulations for archi—
tects/ engineers and/or land surveyors would bedetri —
mental to the publics best interests?

Description M'#% %%
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Are there any statutes that you believe to be obsolete,
vague, unduly restrictive and/or 1inadequate to provide

the Board with the responsibility and power to properly
meet i1ts objectives? Please list and explain.

Description
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Do you think that continuing education requirements
should be adopted for architects, engineers and/or land

surveyors?
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Do you believe that the residency, experience or profes—
sional requirements for Board membership are valid
and/or adequate?

Description I\ﬁ%‘sﬂ%%%g

e R St

ré&* e n%%gg”ﬂw
“M&%&'ﬂe 6

What changes could be made to the Board which would
"improve 1its service to the public?

Description M%%H I%;lb%j
an execLtive secretary. 2
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Povuce 8 so that
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9. Please add any other comments or suggestions that you
believe would enable us to better evaluate the public
need for the Board.

Description N AL Bad,
%Wcﬁli R e

et = S

%" awﬁe_ VICE COStS 2
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Note 1
Number of Board Members 9
Number of Board Members Responses 6
Response Rate 67%
Note 2

Each Board member responded to each question with several
answers. Therefore, total responses to a question may
exceed the number of Board members.
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The following questionnaire was sent to registered architects,

engineers and land surveyors (see Note 1). For each question
on the questionnaire we have noted the percentage of yes and
no responses. We have also shown the most typical written

comments for each question as compiled from the question-
naire (see Note 2).

1. Have you ever had any contact with the Board of
Registration for Architects, Engineers and Land
Surveyors?

If so, was it concerning:

A. New regulations?

B. Board policy?

C. New legislation?

D. Investigations?

E. Other? (please specify)

Registration; preparing, proataring or grading
exams; enforcement; availability of courses;
proposed ragiotration of landoaape architects.
2. Alaska statutes require Board membership to consist
of two civil engineers, one land surveyor, one
mining engineer, two engineers from other branches,
and three architects.
A. Do you think the Board is: too large?
too small?
0K?

No opinion?

B. Do you think all professions are adequately
represented?

Comments:
No - Each profession ohould liana ita own board.

No - All J"ialdo of engineering ohould be represented.
No - Landscape architects ohould be regialaved.

%
Architects
No
Tea No_ Opinion

61% 39% 0%

22%
43%
22%
18%

18%

11%
04%
71%

14%

g%, 9 o 07%

of

Responses

tea

49%

M.

21%

12%

12%

27%

10%

11%

55%

24%

55%

No_

51%

29%

(bee Note 1)
Engineer8

No
Opinion

0%

16%

Land Surveyors

Yes

57%

29%

36%

25%

11%

25%

07%

0%

61%

32%

54%

No

No Opinion

43%

29%

0%

07%



C. Are any professions over represented?
Comments:

.Yes - Too many architects (30% of engineers and
land ourveyora responding added this
comment);

- too many civil engineers.

D. Should the public (non-professionals) be
represented on the Board?
Comments:
No - Unable to understand technical issues;
Board members already represent public.
Yes - But not as voting member; should be one

or two representatives from industry or
government.

no you believe that it 1is necessary to register
architects, engineers and/or land surveyors 1in order
to protect the public®"s health, safety and welfare?

Comments:

Yes - To establish minimum standards which consumer
cannot assess;
- particularly with Alaska®s harsh environment
and land issues;
- however, if regulations not enforced it is
better to have no regulations at all.

If so, do you think Alaska®"s certification require—
ments are necessary and/or adequate?

Comments:
Yea - Comparable to national standards.
No - Should require more experience;

- should require aollega degree;
- should not exempt government cmoloyecs.

Is the requirement that.architects and engineers
demonstrate knowledge of construction under sub-—
arctic conditions a valid and/or toasonable requisite
to professional practice in Alaskr?



Comments:

No - No move valid than reqgniving knowledge of other
climate types;
- very little work 1is done under Arctic conditions.
Yea - Should also demonstrate knowledge of earthquakes
and energy conservation;
- but Board ohould define topic requirements better.
- Architects®” thesis requirements ohould not be stiffor
than engineers.
- Arctic Engineersing courses aimed at Engineers not
Architects.

Do you feel that the examination required for registration
is a fair and reasonable test of professional knowledge

and ability? 68X  25% 07%

Comments:

No - Exams du not adequately test legal knowledge,
design skills, reasoning ability or professionalism;
- there should be more emphasis on @ professional
interim program.

In the last two year3, have you attended any classes
or seminars directly relating to your professional

skills? 95%  07% 0%

If so, how many hours of classes have you had?
No meaningful average available because responses
wera in terms of seminars, credit hours, contact
hours, etc.

Do you believe continuing education should be required for

renewal of certificates? 50%  16% 0-1%
Comments:
No - Active pnotioe sufficient to stay current;

- course offerings too limited in Alaska;

- >u national standards have boon established;

- continuing education 1is a gimmick by educators
to create alasses.

board should cnoourajo independent continuing education
and should help organise seminars and classes.

691
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30%

12%

21%
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of Responses (see Note 1)

Engineers Land Surveyors
Yea No Opinion Yes No Opinion Yea No Opinion
Do you think that the State should issue temporary
certificates? 04%  86% 10% 14% 77% 09% 14%  82% 04%
If so, under what conditions should they be
issued?
Only if - Shortage of registered professionals;
- Required to post bonds or Board reviews
individual oases for public®"s best interests.
No - State would be inundated with carpet baggers
and consumer would have not redress after
temporary licensees left State.
Yes - To juniors or apprentices;
- to persons from states with comparable
requirements.
In  your opinion,mhas the Board of Registration for
Architects, Engineers and Land Surveyors operated
in the public"s best interests? 68%  14% 18% 82%  04% 14% 68%  04% 28%
Comments:
Board has not policed the profession.
Meetings should be held more often.
Yes - By revising regulations;
Yes - but Board is under-funded.
Do you think that any of the statutes under which
architects, engineers r.nd land surovyors are regulated
are obsolete, vague, unduly restrictive and/or
inadequate? , 29% 42% 16%  46% 38% 18%  39% 43%

If so, please list and explain:

Yes - State employees and other exemptions ohould
be reviewed (AS 0B.JB.331);
- statutes should better define incompetence,
negligence and distinctions among the professionals;
- there ohould be a land aurvoyor-in-training exam;
- the Board haa little real authority.

Have you any complaints concerning the support services
provided by the staff of the Division of Occupational
Licensing, Department of Commerce and Economic Develop-—

ment? 21%  61% 18% 16%  75% 09% 25%  64% 11%



10.

11.

12.

(Cont'd.)
If so, please specify:

Yes - Board 1is inadequately funded and cost of services
too high for services rendered. Inadequate
services evidenced by no executive secretary,
no yearly rosters, no newsletters, difficulty
in obtaining renewal information, delays 1in
registration process, and insufficient investigative
support.

Are you aware of any discriminatory practices involving
the registration and certification of any particular
individual or minority groups? 04%  92% 04%

Comments:

Yes, 1in Board"s interpretation of requirements that
experience must be under registered professional.

In general, persons without college degree are discriminated
against through stiffer experience requirements.

Please add comments or suggestions you feel are relevant.

Many persona, particularly government employees, are unable to
get breadth of experience; Board should consider breaking
CF into several disciplines;

Board ohould encourage Bureau of band Management to give
mineral surveyors test more often.

Comity applicants ohould not have to furnish references
and college transcripts.

Persons with active applications on file should be notified
of regulation changes that affect them.

Board ohould be allowed to hire an executive secretary
and hire direct legal services.

Board should utilise the services and expertise of other
State agencies, ouch as the Division of Lands.

Note 1

Number of questionnaires sent

Note 2
Architects Engineers Land Surveyors

Comments wore all
the performance of our audit,
to registered professionals 51 165 61 summarized in this appendix.

Number of responses 31 115 35

Response Kate 611 70% 57%

03%  95% 02%

0% 90% 04%

reviewed and considered in

and are briefly



APPENDIX E

QUESTIONNAIRE SENT TO APPLICANTS NOT
ACCEPTED FOR EXAMINATION OR COMITY

Questionnaires were sent to some of the individuals whose

applications to take examinations or to become registered by
comity were turned down by the Board:

Applicants Applicants for

for Examination Registration by Comity
Number of Questionnaires
Sent 16 11

Number of Responses 8 8
Response Rate 50% 73%
Questionnaires are not reproduced 1in this report but all
responses were reviewed and considered in the performance of

our audit.
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OFFCE OF THECOMMISSIONER j JUHEAU, ALASKA 99811

June 18, 1979

Mr. Gerald Wilkerson, CPA
Division of Legislative Audit
Pouch W

Juneau, Alaska 99811

Dear Mr. Wilkerson:

The following comments are in response to the Performance Review of the
Board of Registration for Architects, Engineers and Land Surveyors, as
submitted by the Division of Legislative Audit.

Recommendation No. 1: We agree that statutory provisions for board
membership should be reevaluated. The requirement for one mining en—
gineer appears unwarranted, while one land surveyor may be insufficient.
At this time the board is representative of all fields and, in our
opinion, 1is performing in an excellent manner. We would support in-—
clusion of public members on the board while not increasing its overall
size. The subjects of board composition and public membership have been
under discussion by the board and it is expected that the board will
support this recommendation.

Recommendation No. 7. Agreed. The board has been discussing this
matter for some time and is currently investigating alternatives which
will maintain examination integrity and quality.

Recommendation No. 3 :Agreed. The board, 1in conjunction with the
division, is addressing statutory and regulatory clarification.

Recommendation No. 4 :Agreed. The board has discussed this subject and
is generally in support of mandatory continuing education. However,
care should be taken as to approval of courses to meet such requirements
and with respect to possible exemptions.

Recomendatlon No. 5: Agreed. All boards have been contacted for input
into the divisionls budget for FY <91. This information will address
board goals and objectives as well as its financial needs. All boards
have also been contacted regarding the requirement for performance
reporting. The board 1is currently preparing its annual report for 1978.

0E-H2 LH
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Mr. Gerald Wilkerson Page 2 June 18, 1979

Recommendation No. 6: Agreed. The division has implemented record
maintenance for all boards and commissions under its jurisdiction.

Recommendation No.7: Agreed. Complaints received against all re—
gulated professionsshouldbe handled on a timely basis. Budgetary

restraints have mandated priortization of investigations.

I appreciate the time and efforts expended by your staff and the opportu—
nity to provide these comments.

Sincerely,
' y (it — -
Charles R. Webber

Commissioner
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June 25, 1979

Mr. Gerald L. Wilkerson, CPA
Legislative Auditor

Division of Legislative Audit
Pouch W

Juneau, Alaska 99811

Dear Mr. Wilkerson:

Re: Comments on the Sunset Review Prelinm
inary Legislative Audit Report.

Board members have reviewed the preliminary audit report that you submitted
by letter dated June 6, 1979 and have several comments to the recommenda—
tions presented by the repor Several of the board members have submitted
their comments as individuals because your cover letter was not clear
regarding the method in which responses should be submitted; however, as
per our telephone conversation, | will attempt to combine all board
members® comments in this one letter.

First, 1 would like to state that the intent of the Sunset legislation,
as | understand it from reading "Sunset Legislation in the United States"
by Dan R. Price, is to evaluate present bureaucratic effectiveness and

efficiency and to deter unnecessary bureaucratic growth. The same publi—
cation also states that evaluation and not termination is the primary
purpose of Sunset. From this, I would conclude that the Legislature®s

intent is to improve the relationship between the board and the public by
making changes to our statutes and regulations when or if such legislation
is necessary to meet that end. I can assure you that such legislative
action would be welcomed by all members of this board and, although the
following comments may be contrary to the recommendation in the preliminary
audit report submitted by your office, the board feels that through these
comments it also will obtain the Sunset intent.

Following 1is the board"s response to the recommendations contained 1in the

performance review of the Board of Registration for Architects, Engineers,
and Land Surveyors prepared by the Division of Legislative Audit.
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Recommendation No. 1

In order to ensure that the board adequately represents the regulated
professions and the qgeneraT publicT~~the qualifications and conditions
of board membership should be reviewed and amended.

A. Addition of Lay Members to the Board

Reply a. Addition of Lay Members to the Board. | disagree with the
recommendation to add two lay members to the Board. The tasks
performed by the Board, in almost all 1instances, require technical
knowledge of the professions regulated. A lay member, by
definition, would not have the necessary background to intelligently
act on the technical matters. Secondly, there is no evidence
that the Board has failed to act in the best interests of the
public and consequently 1 see no demonstrated need to further
increase the size of the Board and to thus increase the costs
of Board operations.

(Seven Members Agree with this Statement)

Reply b. It has become more apparent that lay members are being ap-—
pointed to public regulation boards throughout the country. |
would be in favor of adding two lay members to the board providing
that the number of professional members, currently nine, 1is not
reduced.

(Two Members Agree with this Statement)

B. Re-evaluation of Professional Make-up of the Board

The table showing relative percentages of professions registered 1is

misleading. I call to your attention, Section 08.48.011 of the Alaska
Statutes which states, "There 1is created the State Board of Registration
for Architects, Engineers and Land Surveyors." It further states thac

the Board consists of two civil engineers, and one land surveyor, one
mining engineer and two engineers from other branches of the profession

of engineering. A further 1investigation of the statute will 1identify
that we register Professional Engineers, Professional Architects and
Professional Land Surveyors, reference to Section 08.48.221. The identifi—

cation of a specific expertise within the Professional Engineering registra—
tion is specifically for the health protection and welfare of the public.

With reference to these three professions, the Board of Registration for

Architects, Engineers and Land Surveyors does, 1in fact, have lay members

on the Board, as each separate profession is a lay member relative to the
other two.

Of the fifty-five boards registering professionals throughout the nation,
thirty-nine of these boards are made up of only architects, and represent
only the architectural profession. Of the sixteen boards representing
combined professions each of the boards was chaired by a registered
professional architect prior to recent officer elections on these boards.



0f the fifty-five boards nationally thirty-eight of these boards have
Executive Secretaries or Executive Directors. These individuals are not
Members of the board and do not represent a professional registration.

On some boards serving the combined professions all members are registered
professional architects. I would call to the committee®s attention the

fact that most projects to be constructed, which affect the health,

safety and welfare of the public, have a single prime professional responsi—
bility to the client. For virtually all commercial construction projects
involving buildings housing the public or serving the public, the architect
is the prime consultant identified by contract. Mechanical, electrical,
civil and other engineering services are subcontracted to the architect

for coordination and management. This of course does not apply to pure
engineering projects such as roadways, bridges and utility services.

Perhaps representatives of the audit committee should review State contracts
through the Department of Transportation and Public Facilities, to determine
how many contracts are awarded to engineers and how many contracts are
awarded to architects. It is specifically through this contractual
relationship between consultant and owner that the prime responsibility

for the protection of the public®s health and welfare is established.

IfT representation is desired for each separate branch of the professional
engineering registration and for additional branches recognized in the
future, 1 would offer the suggestion that the State of Alaska consider
separate boards of registration for architects and engineers, as thirty-
nine other states and districts have done 1in the past.

Such a separation of boards would respond to the review comment that the
board is relatively large and the feasibility of a small membership
should be considered.

(Nine Members Agree with this Statement)
Recommendation No. 2

The Board should revise its procedures for the Alaska portion of the
land surveyinci exam.

I agree with the recommendation of the audit that procedures must be
undertaken to develop alternative procedures for the Alaska portion of
the land surveying exam. At the last board meeting we met with the
individual who has been making up and grading the land surveying exam and
we are 1in the process of revising those procedures to insure security of
the exam and the anonymity of the individual, or individuals, 1involved in
preparing that examination.

(Nine Members Agree to this Statement.)



Recommendation No 3.

The Board should continue 1its efforts to make statutes and regulations
more relevant and workable.

A. Board make-up. Discussed 1in Recommendation No. 1.

B. Architectural Exams. | concur.

C. Definition of moral turpitude. | agree.

D. Photographs. No comment other than to question the desir—

ability of increasing the cost and effort involved 1in
identifying applicants for no valid reason.

(Nine Members Agree with this Statement.)

Recommendation No. 4

Legislation should be introduced requiring continuing education for
architects, engineers and land surveyors.

In my judgement, mandatory continuing education 1is not appropriate at

this time. The National Council of Engineering Examiners and the National
Council of Architectural Registration Boards 1is addressing this matter

and it would appear prudent to delay any action on mandatory continuing
education until the Council has completed its study and come up with a
recommended system that can uniformly be adopted by State Registration
Boards. The problems in uniformity of evaluating continuing education
units, accreditation of institutions offering continuing education oppor—
tunities, record keeping and comity registration requirements are extensive.
Solutions to these problems can best be obtained through the application
of uniform requirements developed through the National Councils.

(Nine Board Members Agree with this Statement.)
Recommendation No. 5

The Board should develop reports and procedures that will enable the
legislative and executive branches to evaluate its performance.

I concur with the recommendations to develop reports and establish
procecures and to enable the legislative and executive branches to
evaluate the board®"s performance. During recent years, however, we have
been advised that funding 1is limited and to limit expenditures where
possible. This 1includes the additional days of meetings required to
prepare reports.

We have been advised in the past that the preparation of budgets 1is not
necessary as we are a portion of a larger budget and will receive a pre-
establisned share of funding from the Division of Occupational Licensing,

regardless of predefined goals and objectives or the amount of revenue
generated by the professional registrants represented by collected.

(Nine Members Agree with this Statement.)



Recommendation No. 6.
The Division of Occupational Licensing should collect, record and
maintain for five-year periods files and statistics of licensing and

testing applicants and related workload of the 1licensing examiner

I am in agreement with Recommendation No. 6 and as a Board we have been

trying to have this information and statistical data made available. \We
have found it virtually impossible to even obtain an alphabetical listing
of the registrants, or the ability to have a listing of registrants
numerically. If our data storage system cannot provide this type of

information, it appears that we are going to have a great deal of difficulty
providing the types of information recommended in Recommendation No. 6.

This information 1is not difficult to compile, it"s a matter of having the
clerical support and the computer program to provide it.

(Nine Members Agree with this Statement.)

I would like to thank you on behalf of the nine members that make up the
Board of Architects, Engineers and Land Surveyors for the opportunity to
make comments to your preliminary report. If you have any questions

concerning these comments, please feel free to contact me at my work
number (364-3280) or at my home (739-7814).

Wallace |I. Deboff, P.E.



June 20, 1979

Gerald L. Wilkerson, CPA
Legislative Auditor

Division of Legislative Audit
Pouch W

Alaska Office Building
Juneau, AK 99811

Reference Preliminary Audit Report on a Performance Review
of the Board of Registration for Architects,
Engineers and Land Surveyors, May 11, 1979

Dear Mr. Wilkerson:
I have reviewed the above report and offer the following comments
Recommendation No. 1:

A. It has become more apparent that lay members are being appointed to
public regulation boards throughout the country. I would be 1in favor
of adding two lay members to the board providing that the number of
professional members, currently nine, 1is not reduced.

B. Even through your table illustrates that there is a disparity in the
representation of the board members to the various categories of
professions, it is my recommendation that if there is to be a change
in the required make-up of the board, that the architects continue to
be represented by three members. Even though they represent only 12%
of the total registrants, their requirements for registration and
their educational backgrounds are somewhat different than those for
engineers and land surveyors; therefore, it requires knowledgeable
professionals to evauate and pass on candidates for registration as
architects. However, the mix of electrical, mechanical, civil, mining,
chemical and petroleum engineers 1s really not that critical inasmuch
as our educational background and the requirements for registration
are the same. I would have rv. problem in the law being revised to
reflect that at least three ot the six engineers serving on the board
must also be also registered as land surveyors, or that at least one
individual registered solely as a land surveyor must be on the make-up
of the board.
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Gerald L. Wilkerson, CPA
June 20, 1979
Page -2-

I do not agree that a smaller board is feasible. There are a large number
of applicants to screen at most of our meetings; it takes a great deal of
time to thoroughly analyze the applicants; and we require that at least

three board members review each applicant. I think the additional cost 1in
per diem and travel 1is well worth having a nine-member professional board.

Recommendation No. 2:

I agree with the recommendation of the audit that procedures must be under—
taken to develop alternative procedures for the Alaska portion of the land
surveying exam. At the last Board meeting we met with the individual who
has been making up and grading the land surveying exam and we are in the
process of revising those procedures to insure security of the exam and the
anonymity of the individual, or individuals, involved in preparing that
examination.

Recommendation No. 3:

I agree with Recommendation No. 3 as it pertains to Items A, B, C and D.

As the report points out, we are in continual discussions each meeting on
revisions to the regulations. Because of the statutory requirements per—
taining to regulations and the time 1involved in making changes, we have
normally waited until there were a number of changes to be made before
initiating the process of public hearings, etc. Our current position is to
wait until we have determined what specific portions of the current statute
and regulations need to be revised as a result of Sunset Legislation before
starting the revision procedure. We certainly recognize changes to both
the statute and regulations are in order.

Recommendation No. 4:

I am in agreement with the philosophy of continuing competence. The
problem that Alaska 1is faced with, as well as the other boards throughout
the United States, is a means by which to monitor continuing education
requirements that will meet the needs of all of the states while allowing
individuals registered and practicing in more than one state to meet the
same requirements in each state with minimal effort. The current thinking
is to provide a means through the National Council of Engineering Examiners
to provide for continuing competence on a national basis. This will be one
of the topics discussed at the National Convention of NCEE in August. I am
sure the Alaska Board would endorse a national program of continuing compe—
tence that 1is endorsed by all 50 states and maintained by a national central
depository. Until this 1is accomplished monitoring and administering a
program on a state level would be prohibitive.
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Recommendation No. 5

I am in complete agreement with Paragraphs A and B. One of the problems
that the board members have indicated to the audit group is the lack of
clerical support by the Division of Occupational Licensing. It is virtually

impossible for the board, as such, to prepare this information on a timely
basis without the assistance of a qualified individual such as an executive
director. It is virtually impossible to comply with this recommendation
without help that has expertise 1in engineering, land surveying and architec—
ture. The secretary to the board, while totally dedicated and willing, has
never been more than a secretary or stenographer, totally untrained in the
professional areas that we regulate.

Recommendation No. 6:

I am in agreement with Recommendation No. 6 and asa Board we have been
trying to have this information and statistical datamadeavailable. We

have found it virtually impossible to even obtain an alphabetical listing

of the registrants, or the ability to have a listing of registrants numeri —

cally. IT our data storage system cannot provide this type of information,
it appears that we are going to have a great deal of difficulty providing
the types of information recommended in Recommendation No. 6. This informa—

tion is not difficult to compile, it"s a matter ofhaving the clerical
support and the computer program to provide Iit.

Recommendation No. 7:

This area is probably the most important and most difficult area to control.
As the res;>-jnse to your questionnaire indicates, this is the one area that
is most visible to the public. If there is one particular area that the
Board 1is criticized for, it is the lack of enforcement of the regulations
and statute. In addition, it is probably the most frustrating to the Board
members. All of the Board members would like the authority, that we have
been denied by various Assistant Attorney General®s Opinions, to informally
investigate and, 1if necessary, reprimand individuals in violation of our
statutes and regulations. A vast majority of complaints could be delt with
and eliminated in this manner. The more flagrant and serious complaints

and violations could be handled in accordance with the more formal proce—
dures. However, in order for even formal complaints and violations to be
effective, they must be 1investigated and handled 1in a timely manner. This
has not been the case 1inasmuch as our Board has received a much lower
priority on complaints than those in thr. health sciences. Because of the
lack of investigators and the directioi _hey have been given, our complaints
have either gone unheeded or are so low in priority that they are usually
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dismissed or forgotten before any investigative effort is started. I feel
a staff consisting of an executive director, secretary, and investigator
would not only increase the ability of the Board to perform their duties,
but would allow the complaint procedure to be handled in a timely and
proper fashion.

I am pleased for the opportunity to respond to the auditand feel that the
information it contains has been fairly presented.

Yours truly,

G/\

Loren H. Lounsbury, P_.E.

LHL/sw
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June 20, 1979

Mr. Gerald L. Wilkerson
Legislative Auditor,

Division of Legislative Audit
Pouch "W"™ - Alaska Office Bldg.
Juneau, Alaska 99811

Dear Mr. Wilkerson:

The following statements are in response to your letter of June 6,
1979 and the preliminary review of the Board of Registration for
Architects, Engineers and Land Surveyors.

My comments respond to the numbered recommendations of the Findings
and Recommendations of your report.

Recommendation #1 (A) Lay Members

This evaluation compares boards within this State and does not

respond to National statistics. This may not be a concern, but I
provide the following statistics for the fifty-five boards registering
architects, engineers and land surveyors throughout the nation.

Eleven, of the fifty-five registration boards nationally, have lay members.
The average public representation on those boards is 26%. Of these

eleven boards six have only one member, four have two members and
California has five members.

I believe that selected lay members could provide advantages in the
interest of the public. I do not believe however, that adding lay mem—
bers simply to have lay members on boards will provide for the health
protection and welfare of the public.

Lay members can and should contribute to policy formulation and en—
forcement except where those decisions require an understanding of

the professions. As our board is a board representing special train—
ing and experience | see the lay members limited in their ability to
perform truly serviceable functions to the public.

Recommendation #1 (B)

The table showing relative percentages of professions registered

is misleading. I call to your attention, Section 08.48.011 of the Alaska
statutes which states, "There is created the State Board of Registration
for Architects, Engineers and Land Surveyors". It further states that

the board consists of two civil engineers, one land surveyor, one mining
engineer and two engineers from other branches of the profession of
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[engineering. A further investigation of the statute will 1identify
that we register Professional Engineers, Professional Architects
and Professional Land Surveyors, reference to Section 08.48.221.
(The identification of a specific expertise within the Professional
Engineering registration, is specifically for the health protection
land welfare of the public.

With reference to these three professions, the Board of Registration
(for Architects, Engineers and Land Surveyors does in fact have lay
(members on the board, as each separate profession is a lay member
(relative to the other two.

(of the fifty-five boards registering professionals throughout the nation,
(thirty-nine of these boards are made up of only architects, and represent
(only the architectural profession. Of the sixteen boards representing
(combined professions each of the boards was ch *ired by a registared
(professional architect prior to recent officer elections on these boards.

(0Of the fifty-five boards nationally thirty-eight of these boards have
(Executive Secretaries or Executive Directors. These individuals are
|[not members of the board and do not represent a professional registration.

(on some boards serving the combined professions all members are re—
gistered professional architects. I would call to the committees attention
(the fact that most projects to be constructed, which affect the health
(safety and welfare of the public, have a single prime professional respon—
sibility to the client. For virtually all comercial construction pro—
jects involving buildings housing the public or serving the public, the
(architect is the prime consultant identified by contract. Mechanical,
(electrical, civil and other engineering services are subcontracted to

(the architect for coordination and management. This of course does not
(apply to pure engineering projecus such as roadways, bridges and utility
(services. Perhaps representatives of the audit committee should review
(state contracts through the Department of Transportation and Public
(Facilities, to determine how many contracts are awarded to engineers

(and how many contracts are awarded to architects. It is specifically
|through this contractual relationship between consultant and owner that
(the prime responsibility for the protection of the public®s health and
(welfare 1is established.

(if representation is desired for each separate branch of the professional
(engineering registration and for additional branches recognized in the
(future, I would offer the suggestion that the State of Alaska consider
(separate boards of registration for architects and engineers, as thirty-
jnine other States and Districts have done in the past.

(such a separation of boards would respond to the review comment that

(the board is relativly large and the feasibility of a smaller member-
jship should be considered.
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Recommendation #2
No comment.
Recommendation #3

I concure with the suggestion that continued efforts should be made to
make the statutes and regulations more relevant and workable. This 1is
especially important in specific definations relating to the differences
between architecture and engineering. Until these differences are fully
interpreted for the use by governmental agencies to determine improper
professional practices and the public will continue to suffer from
individuals who are not qualified to provide specific services, but
whose work 1is accepted by the reviewing agencies issuing approvals

and building permits.

Recommendation #4

I concure with the recommendation for continuing education require—
ments. IT these requirements are required I believe it is the respon-—
sibility of the State of Alaska to fund such seminars and special
education classes as required to establish the availability of services
to meet the requirements.

Registered professionals who are principals of a firm or who practice
as a sole proprietorship have the opportunity and finances generally
to attend seminars and special education clsses relating to the pro—

fessions. Employees, however, may not be able to afford the hundreds
of dollars required for a week of travel to other parts of the nation,
to fulfill continuing education requirements. IT this requirement

is to truly serve the public we must have access to the educational
services which were available to the bulk of the nation.

The committee might consider discusing the daily routines of the archi —
tect, engineer and land surveyor to establish the quality of continuing
education which exists through the hundreds of items received and re—
viewed by the professional each month.

Organizations providing a continuous flow of new and revised material
include the Sweets Catalog System, the Construction Specifications
Institute, the American Institute of Architects, the Council for Ed—
ucational Facility Planners International, Educational Facilities Lab,
the Wood Institute, the Door and Hardware Institute, the National Fire
Protection Association, the International Conference of Building
Officials, and a mulititude of professional and technical magazines and
associations. The individual professionals representing the various
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disciplines of architecture, land surveying and the branches of
engineering, also provide a continuous flow of new technical informa—
tion to professionals.

These are but a few sources of continuing education and apply prim-
araly to my own professional registration, architecture. Within the
field of architecture, the American Institute of Architects and the
National Council of Architects Registration Boards 1is pursuing the
concept of continuing education and preparing for this inevitable and
logical requirement for registered professionals. I would suggest

that the Committee consider seeking response from the various national
professional associations represented by the architectural, engineering
and land surveying registrants of this State.

x would call to the attention of the Committee that the board members
seeking to better prepare themselves to serve the public through the
board of registration should be attending regional and national work-
shops, seminars and conventions dealing specifically with Sunset Leg-—
islation and all of its ramifications. To date we are denied the nec-
ssary travel expenses to fully participate on a regional and national
level.

peaking from personal experience, | recently declined to participate
Dn a regional committee of the National Council of Architectural
Registration Boards, because the State of Alaska could not fund my
attendance. This situation developed at a meeting in November 1978,

in Portland, where 1 attended an WCARB Executive Committee meeting,

to discuss, among other things, the Sunset Legislation, continuing ed-
ucation, national exams and the grading system for examining these. My
attendance to that particular conference was paid for by the Western
Council of Architectural Registration Boards, a region of NCARB.

Recommendation #5

concure with the recommendations to develop reports and establish
procedures and to enable the legislative and executive branches to
evaluate the boards performance. During recent years, however, we have
been advised that funding is limited and to limit expenditures where
possible. This includes the additional days of meetings required to
prepare budgets, develop goals and objectives and prepare reports.

We have been advised in the past that the preparation of budgets 1is not
lecessary as we are a portion of a larger budget and will receive a
pre-established share of funding from the Department of Occupational
icensing, regardless of predefined goals and objectives or the amount
Df revenue generated by the professional registrants represented by
ollected.

Recommendation #6
The performance of services suggested will require additional staff

ervices for our board. It is my personal opinion that if the Legis—
lative Audit Committee desires a more indepth review and management

<
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procedure from the Board of Registration for Architects, Engineers
and Land Surveyors, serious consideration be given to the following
possibilities.

1. Provide a full time executive director for the A/E & LS board.

2. Provide a second full time license examiner or administrative
secretary to assist in the administrative management of board
functions.

3. Provide a full time investigator to generate rapid responses to
complaints and concerns of the public. IT we are unable to re-—
spond in a timely manner, the public will not be served.

4. As an alternative to the growth of the board 1 suggest that the
separation of Architects from the Engineers and Land Surveyors
be considered, and that each of the boards be expanded by lay mem—
bers. The work load is thus separated and the management difficult—
ies of a large board are reduced.

Recommendation #7

The State does not provide a sufficient staff of investigators to

serve the public interests. Thus, complaints are not reviewed in a
timely manner and the professionals become reluctant to participate
in the policing of the industry. In the past, when 1 have personally

discussed this at meetings of the American Institute of Architects and
at meetings of engineering societies, the most common response 1is "why
should we file complaints on violations we know are happening when we
also know that nothing will be done about these complaints by the div—
ision of occupational licensing or the attorney generals office."

It is my opinion that this attitude must be altered and that it can
only be improved by greater support frcm the legislature, the attorney
generals office, the governors office, the division of occupational
licensing, the board of registration and especially by the state and
municipal reviewing agencies who have the authority and responsibility
to approve or reject projects for construction.

The reviews of documents for the issuance of building permits by muni—
cipal building officials and the review of State projects by the various
State approving agencies do not always include a requirement for compli—
ance with the States statutes as a part of the review process. This
should become State and Municipal policy.

It is my opinion that the State of Alaska, through 1its waiver of

requirements for registered personnel within the Department of Trans—
portation and Public Facilities were job descriptions require regis—
tration, 1is misuse of governmental privilege. It is my opinion, that
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those job descriptions requiring registered professionals are being
changed, a process in the works at this time, the elimination of the
States requirements for registered professionals in positions of au—
thority dealing with professional services to the public is a misuse
of government authority.

If the State denies its own obligation for registered professionals

in State positions or avoids this by reducing the job description, how
can the health, welfare and protection of the public be provided. It
is my personal opinion that the Department of Transportation and Public
Facilities, as the State agency in charge of the development of prof—
essional contracts for services involving the public, should be the
leader in demanding compliance with the State statutes. It, in fact,
is not and policies are being established to further reduce the re—
guirement for registered professionals in positions of authority with
the Department of Transportation and Public Facilities.

The comments presented are my personal opinions and are not intended to
reflect official board policy. I would be pleased to meet with the
Legislative Audit Committee or its representatives at any time to dis—
cuss my comments or provide additional information for the committee.
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