
••••* • ?T. ■i-W'

( 1 1 )

3/16/H4

• ' ‘ l  y  *-

C O M M I T T E E  R E P O R T

H O U S E

FURTHER

The Committee on "ih-ANGE

Date

has had

U / i/j / vv / 
/ '
SSHB 220

"An Act relating to public utilities; nnd providing for an effective 
date."

under consideration and recommends:

[ ] do pass [ ] do not pass

[ ] do pass with attached amendments(s)

[>C] replace with^CS^For H  fe L c- O (H n A_______

and recommends ti> v. > vk> *4 W  e<: on <y.c.a ■ v A-V i cAi>

[j( ] same title 
[ j new title

[ ] AND attaches a "Letter of Intent" [ ,] New Fiscal Note

[ / ] Zero Fiscal Note Attached 
[ ] reports it back without recommendation d d/»

[ ] referred to the

MEMBERS SIGNING 
DO PASS

U j ( u i  K (  \ x V b z J L .

Commi ttee

MEMBERS HAVING 
OTHER RECOMMENDATIONS:

 / •  ' :  < o -  - A J  v <'V •

■Y

■ 7 H <

-7— 1— 7 \

f a l L o  H

W '

/

CHAIRMAN



STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date:

REQUEST . FISCAL DETAIL r
Bill/Resolution No.:, pS HB 220 (Fin)/\genCy Affected: ( p p \ C < c~CjCl
Title:Relating to public Program Category Affected: /-\PLJc

utilities
Sponsor:__LindaiiP.r
Requestor^

BRU, Program or Subprogram(s) Affected:

Date of Request:_

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING
FY 84 FY 85 FY 8 6 FY 87 FY 8 8 FY 89

100 PER SON AL SERVICES 

200 TRAVEL 

300 CONTRACT UAL  

00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 GRANTS, CLAIMS 

800 MISCELLANE OUS

0

0

0

0

0

0

0

0

TOTAL OPERATING 0

CAPITAL

REVENUE

FUNDING: (Thousands of Do-1 ars)
GEN ERA L FUND 

FE DERAL FUNDS 

OTHER 

TOTAL

0

0

0

0

POSITIONS:
FULL-TIME

PAR T-TIME

TEMPORARY

0

0

0

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Phone: 465-3706
Date: 4/10/84

Approved by Commissioner: Date:
Agency:_____________________________________

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83

ANALYSIS: Attach a separate page for analysis

Prepared By: Al Adams. Chairman
Division:______House Finance Committee_______



Original sponsor: Liudauer

CS FOR SPONSOR SUBSTITUTE FOR ROUSE BILL NO. 220 (Finance)

IN THE LEGISLATURE OF THE STATS OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For ca Act e: titled t "An Act relating to public utilities» and providing

for an effective date*"
. >' ’f ' ' J' •

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

* Section 1* AS 42.05.331(a) is repealed and reenacted to read:

(a) All ratea demanded or received by a public utility, or by 

any two or more public utilities jointly, for a service furnished or 

to be furnished shall be just and reasonable. However, a rate nay not 

include an allowance for the costs of

(1) political contributions}-

(2) lobbying}

(3) advertising and public relations, except for reasonable 

amounts spent for

(A) energy conservation efforts}

(B) public information designed to promote no re effi­

cient use of the utility's facilities or services or to protect 

the physical plant of the utility)

(C) informing shareholders and members of a coopera­

tive of coatings of the utility and encouraging attendance) or

(D) emergency situations to the extent and under the 

circumstances authorized by the commission for good cause shownj

(4) consulting, management, service, administrative, in­

spection, and audit fees in excess of $1,000,000 paid during a finan­

cial year of a utility for services produced outside the geographical 

area served by the utility, oxcept when an inspection or audit paid
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1 for by the utility verifies that the utility is unable to obtain such

2 services within the geographical area served by that utility:

3 (5) products purchased frcta the owner of the public utility

4 or from a subsidiary or affiliate of the owner, in excess of the

5 actual cost of the products to the owner, subsidiary or affiliatej or

6 (6) services purchased fron the owner of the public utility

7 or fron a subsidiary or affiliate of the owner at prices that exceed
8 the value of such services-.

9 * ,acc. 2» AS 42.05.381 is amended by adding new subsections to read:

(e) A rate demanded or received by a public utility for a ser­

vice that i» provided for a profit nay not include an allowance for a

rate of return on capital investments of the utility in excess of an 

amount equal to r>e paid-in capital and retaix.ed earnings of the 

utility lese

(1) nouey provided or advanced by the utility to acquire 

ownership of the utility:

(2) none/ provided by the utility for a loan, advance, or 

deposit to an owner of the utility or to a subsidiary or affiliate of 

the utility:

(3) money invested by the utility or a subsidiary or affil- 

iate of the utility in a nonregulated company:

(4) money deposited or invested in a financial institution 

located outside the state: and

(5) money or the value of other asset3 pledged or guaran­

teed on behalf of an owner, subsidiary, or affiliate of the utility,

(I.) In establishing rates under this chapter the commission 

snail consider the revenues and profits of a public utility derived 

from operations in the state and shall consider the revenues and 

profits of other businesses operated ia the state that are owned by 

CSSSIIB 220 (Fin) -2- -
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the utility or a holding company, subsidiary, or affiliate of tb.o 

utility if the utility ar»d its holding companies, subsidiaries or 

affiliates have combined annual sales in excess of $5,000,000. If a 

QGnutilicy company that operates in the state and is owned by a util­

ity operating in the state or a holding company, subsidiary, or affil­

iate of the utility, has annual sales in excess of $1,000,000, 15 

percent of the gross revenues of the nonutility is considered to be 

utility revenue for the purpose of establishing utility rates.

* See. 3. AS 42.05.491 is amended to read:

See. 42.05.491. RECORDS Ali'D ACCOUNTS TO BE KEPT IU STATE. A 

public utility shall keep the books, accounts, papers and records 

required by the coianisEion, in an office within this a Cate, and m y  

not remove then from the state, except upon the terms and conditions 

that may be prescribed by the commission. The provisions of this 

section do not apply to a public utility whose accounts are kept at 

its principal placo of business outside the state, in the manner 

prescribed by a federal regulatory body; however, such a public util­

ity shall CAT ITS OPTION, EITHER] furnish to the commission, within a 

reasonable tiiae fixed by the coami3sion, certified copies of its 

books, accounts, papers and records relating to the business done by 

the public utility within this state I, OR AGREE TO PAY THE ACTUAL 

EXPENSES INCURRED BY THE COMMISSION IN SENDING PERSONNEL TO EXAMIUE 

THE UTILITY'S BOOKS AND RECORDS AT TIIS PLACE WHERE THEY ARE KEPT].

* Sec. 4. AS 42.05 ie amended by adding a new section to read:

Sec. 42.05.655. INSPECTION JURISDICTION. The on-site inspection 

jurisdiction of the commission is United to areas within the state.

* Sec. 5. AS 42.05.720(4) is amended to read:

(4) "public utility" or "utility" includes every corpora­

tion (whether public, cooperative, or otherwise), company, individual,

-3- CSSSHB 220(Fiu)
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or association of individuals, their lessees, trustees, or receivers 

appointed >y a court, that owns, operates, manages or controls any 

plant, pipeline or system for

(A) furnishing, by generation, transmission or distri­

bution, electrical service to the public for compensation*

(B) furnishing telecommunications service, except for 

video entertainment service, to the public for compensation}

(C) furnishing water, steanx or sever service to the 

public for compensation*

(D) furnishing^ by transmission or distribution^ [OF] 

natural or manufactured gas r.o the (ALASKA] public for compensa­

tion*

refining, furnishing for distribution^ or dis­

tributing [BY DISTRIBUTION petroleun or petroleum products for 

[TO] the [ALASKA] public for compensation when the consumer has 

uo alternative in the choice of supplier of a comparable product 

and service at an equal or lesser price*

[(F) FURBISHING COLLECTIOW AND DISPOSAL SERVICE OF 

GARBAGE, REFUSE, TRASH OR OTHER WASTE MATERIAL*]

* Sec. 6. AS 42.05.711(i) is repealed.

* Sue. 7. This Act takes effect July 1, 1984.

C S S S i l B  2 2 0 ( F i n ) - 4 -
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A M E N D M E N T

Offered in the HOUSE By Lindauer

TO: SSHB 220

Page 1, line 17, after "advertising" insert:

", except for advertising to promote energy conservation"

Page 2, after line 29, insert a new bill section to read:

"* Sec. 3. AS 42.05.491 is amended to read:

Sec. 42.05.491. RECORDS AND ACCOUNTS TO BE KEPT IN STATE. A 

public utility shall keep the books, accounts, papers and records 

required by the commission, in an office within this state, and may 

not remove them from the state, except upon the terms and conditions 

that may be prescribed by the commission. The provisions of this 

section do not apply to a public utility whose accounts are kept at 

its principal place of business outside the state, in the manner 

prescribed by a federal regulatory body; however, such a public util­

ity shall [AT ITS OPTION, EITHER] furnish to the commission, within a 

reasonable time fixed by the commission, certified copies of its 

books, accounts, papers and records relating to the business done by 

the public utility within this state [, OR AGREE TO PAY THE ACTUAL 

EXPENSES INCURRED BY THE COMMISSION IN SENDING PERSONNEL TO EXAMINE 

THE UTILITY'S BOOKS AND RECORDS AT THE PLACE WHERE THEY ARE KEPT]."

Renumber succeeding bill sections accordingly.

-1- 3 / 2 6 / 8 4



§ 42.05.380 P u bli c U tilities a n d  C a r r i e r s 

NOTES TO  DECISIONS

§ 42.05.381

Applied in United States v. RCA No. 1647 (File No. 3772). 597 P.2d 489 
Alaska Communications, Inc., Sup. Cl. Op. (19791.

Collateral references. —  Necessity of bound to render as common carrier, 19 
filinR rates for.services which carrier is not AMI 982.

Sec. 42.05.380. IRepealed, § 5 ch 113 SLA 1970.1

Sec. 42.05.381. Rates to be just and reasonable, (a) All rates ^  
demanded or received by a public utility, or by any two or more public 
utilities jointly, for a service furnished or to be furnished shall be just 
and reasonable; however, a rate may not include an allowance for costs 
of political contributions, or public relations except for reasonable 
amounts spent for

(1) energy conservation efforts;
(2) public information designed to promote more efficient use of the 

utility’s facilities or services or to protect the physical plant of the 
utility;

(3) informing shareholders and members of a cooperative of 
meetings of the utility and encouraging attendance; or

(4) emergency situations to the extent and under the circumstances 
authorized by the commission for good cause, shown.

(b) In establishing the revenue requirements of a municipally owned 
and operated utility the municipality is entitled to include a reasonable 
rate of return.

(c) A utility, whether subject to regulation by the commission or 
exempt from regulation, may not charge a fee for connection to, 
disconnection from, or transfer of services in an amount in excess of the 
actual cost to the utility of performing the service olus a profit at a 
reasonable percentage of that cost not to exceed the percentage estab­
lished by the commission by regulation.

(d) A utility shall provide for a reduced fee or surcharge for standby 
water for lire protection systems approved under AS I S.70.081 which 
use hydraulic sprinklers. (§ (i ch I 13 SLA 1970; am S I ch 8(i SLA 
1978; am S 5 ch 10G SLA 1977; am S 4 ch 45 SLA 1980)

Effect of amendments. —  The 1980 
amendment added subsection id).

23
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§ 42.05.500 Ptflll.ic: U ti mt ik s a n d  C a k i u k k s § 42.05.511

Ci

Sec. 42.05.500. I Repealed. § 5 ch 113 SLA 1970.1

Sec. 42.05.501. Inspection o f books and records by commis­
sion. The commission shall at all reasonable times have access to, and 
may designate any of its employees, agents or consultants to inspect 
and examine, the accounts, records, books, maps, inventories, 
appraisals, valuations, or other reports and documents, kept by public 
utilities or their affiliated interests, or prepared or kept for them by 
others, which relate to any contract or transaction between them. The 
commission may require a public utility or its affiliated interest to file 
with the commission, copies of any or all of these accounts, records, 
books, maps, inventories, appraisals, valuations, or other reports and 
documents. (§ 6 ch 113 SLA 1970)

Collateral references. —  73 C.J.S.,
Public Utilities, ii 54.

Sec. 42.05.510. IRepealed. § 5 ch 113 SLA 1970.1

Article 7. Financial and Management Regulation.
Section
511. Unreasonable management practices
521. Impaired capital
531. Distribution of surplus and profits

Sec. 42.05.511. Unreasonable management practices, (a) The 
commission may investigate the management of a public utility, 
including but not limited to staffing patterns, wage and salary scales 
and agreements, investment policies and practices, purchasing and 
payment arrangements with affiliated interests, for the purpose of 
determining inefficient or unreasonable practices which adversely 
affect the cost or quality of service of the public utility.

(b) Where unreasonable practices are found to exist, the commission 
may, after providing reasonable notice and opportunity for hearing, 
take appropriate action to protect the public from the inefficient or 
unreasonable practices and may order the public utility to take the 
corrective action the commission may require to achieve effective 
development and regulation of public utility services.

(c) In a rate proceeding the utility involved has the burden of 
proving that any written or unwritten contract or arrangement it may 
have with any of its affiliated interests for the furnishing of any ser­
vices or for the purchase, sale, lease or exchange of any property is 
necessary and consistent with the public interest and that the payment 
made therefor, or consideration given, is reasonably based, in part, 
upon the submission of satisfactory proof as to the cost to the affiliated 
interest of furnishing llu* service or property and, in part, upon the 
estimated cost the utility would have incurred if it furnished the ser-



§ 42.05.470 A l a s k a  S t a t u t e s § 42.05.491

exceeding $100,000 shall keep continuing property records. (§ 6 ch 113 
SLA 1970)

Sec. 42.05.470. [Repealed, § 5 ch 113 SLA 1970.]

Sec. 42.05.471. Depreciation rate9, initial losses and accounts.
(a) To provide for the loss in service value of its property, not restored 
by current maintenance, every utility shall charge adequate, but not 
excessive, depreciation expense for each major class of utility property 
used and useful in serving the public. From time to time the commis­
sion shall determine the proper and adequate rates of depreciation for 
each major class of property of a public utility. The commission shall 
accept rates of depreciation and depreciation accounts prescribed and 
maintained under regulations of a federal agency or the terms of a bond 
ordinance. The commission shall determine and allow depreciation 
expense in fixing the rates, tolls and charges to be paid for the services 
of a public utility.

(b) The commission is not bound in rate proceedings to accept, as just 
and reasonable for rate-making purposes, estimates of annual or 
accrued depreciation established under the prov:sions ofthis section, or 
to allow annual or accrued depreciation on utility property directly or 
indirectly contributed by customers or others. (§ 6 ch 113 SLA 1970)

Sec. 42.05.480. [Repealed, § 5 ch 113 SLA 1970.]

Sec. 42.05.481. Subsidiary business accounts. A public utility 
engaged, directly or indirectly, in another business, including another 
utility business or a subsidiary business, shall keep separate accounts 
relating to that business. Except as the commission provides, property, 
expense or revenue used in or derived from that business may not be 
considered in establishing the rates and charges of the utility for its 
public services. (§ 6 ch 113 SLA 1970)

Sec. 42.05.490. [Repealed, § 5 ch 113 SLA 1970.]

Sec. 42.05.491. Records and accounts to be kept in state. A
public utility shall keep the books, accounts, papers and records 
required by the commission, in an office within this state, and may not 
remove them from the state, except upon the terms and conditions that 
may be prescribed by the commission. The provisions ofthis section do 
not apply to a public utility whose accounts are kept at its pi. .cipal 
place of business outside the state, in the manner prescribed by a 
federal regulatory body; however, such a public utility shall at its 
option, either furnish to the commission, within a reasonable time 
fixed by the commission, certified copies of its books, accounts, papers 
and records relating to the business done by the public utility within 
this state, or agree to pay the actual expenses incurred by the commis­
sion in sending personnel to examine the utility’s books and records at 
the place where they are kept. (§ 6 ch 113 SLA 1970)
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300 CONTR ACT UAL  

*00 SUPPLIES 

500 EQUIPMENT 

600 -LAND & STRUCTURES 

700 GRANTS, CLAIMS • 

300 MIS CEL LAN EOU S

228.8 228.8 228.8 228.8 228.8

1 0 .0 5.3 5.6 6 . 0 6.3
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Fiscal Nctc Analysis S3H3 220

Assumptions:

1. Tnis bill coulu create significant new jurindictJon for the 
Alaska Public Utilities Commission,

2. The new jurisdiction i r. in an area o£ regulation for which 
the Commission has little or no expertise and will have to 
develop that expertise through the addition oi staff and the 
training oi that staff. Tt is assumed that the term distri- 
buting added to AS 4 2 .05 . 720 ( 4 )(c) does not include retail 
sales.

Legal analysis suggests application of this legislation will 
create legal challenger..

Fiscal counter-effect of the deregulation of refuse utilities 
will be negligible when compared to the other jurisdictions 
which will be created as a result of passage cf this bill.

Program Summary:

A. II i stor ical background and comparison of SSHB 220 with last 
session's UB 365.

1. During the last legislative session MB 365 was introduced
by~~Re p r c~S e n t artrpti— K-apoî tt—wfri~Cir~specifically ~aoflrcirs-crd -
the regulation of oil reTinerics.̂  The Commission fiscal 
notc~c^nc7?TTrTrrg~t'hdt b'i'li: STatod that in order to accept 
this jurisdiction, tne Commission would incur additional 
expenditures in operating categories 100 - 500. in 
addition, the Commission contacted t.hc National Associa­
tion of Regulatory Utility Commissioners and discovered 
that no other state commission regulates oil refineries 
os a u t i l i t y . -------- --------------------- ----------------

2( The broadness oi SSHB 220, expends jurisdiction far 
\  beyond the regulation of oil refineries. Based on legal 
s analysis, t.hn Commission anticipates that this bill, if 
7 passed ana made law, could result in much litigation 
I concerning tne scope and constitutionality of the cx- 
v^pended jurisdiction.

B. EXPENDITURE REQUIREMENTS

As in the fiscal note regarding HB 365, this bill would 
require that the Commission be provided with additional state 
expenditures. These requirements, and how they differ from 
last year's fiscal note related to 11B 365 are listed below.



1 0 0  - Personal Services

Minimum needs have been addressed. Positions required are:

Technical: 1 Utility Engineer IV
1 Utility Financial Analyst III

Support: 1 Consumer Protection Information Officer II
1 Utility Tariff Analyst H
1 Administrative Support Technician II

(There is no change in requirements above the level in the 
tiscal nctc accompanying hb 365.)

200 - Travel

Funos will be required 1or training travel and regulatory 
travel. Travel tor FY 1985 is higher based on a cne-time need 
tor extensive training in order tor the Commission to regu­
late the new jurisdictions.

300 - Contractual

Additional contractual funding will be needed to provide 
three items:

a. Funding for legal counsel to handle the litigation 
associated with the new APUC jurisdictions. As stated above, 
ii passed, it is anticipated there will bo much litigation 
concerning the constitutionality and scope of jurisdiction.

b. APUC staLf docs not have any experience or expertise 
in regulation of the aoditional jurisciictions, Therefore, it 
will no necessary to provide substantial training to the two 
technical positions created to nanc.je the new jurisdiction. 
Existing staff anu Commission members will also need some 
training in these areas in order to reach proper conclusions 
and decisions in the regulatory process.

c. Some computer software must be provided in order to 
put the additional jurisdictions into the APUC data base.

400 - Commodities

There will bo a requirement, for additional commodities for 
the new positions which will be established as a part of the 
new workload.

500 - Equipment

In audition to the equipment associated with the new em­
ployees, the Alaska Public Utilities Commission wishes to go



on record to stress tne importance of the passage of its. 
capital budget reoueZt Tor an expano"ed computer system within 
the APUC.^ (Copy is attached). '

In last year's fiscal note rc HB 3G5 the Commission had asked 
lor additional funding to enhance its existing computer 
system. Since that time the situation nas changed dramati” 
colly. Based on present and projected usage, the Commission 
and the Department of Administration Division of Data Pro­
cessing, have recommended that the present system b e  reploced 
D y  a larger one. Those projections did not include the 
addition of such a broadly based jurisdiction os possible in 
this bill.

600 - LAND AND STRUCTURES

The Alaska Public Utilities Commission is already short of 
space m  its present location. Additional personnel will 
require additional spaco.
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FY 84 FY 85 FY 86
(Ar>suniptiani 

--------LQO_________ i>ro4rj» basins FY 871
SAL t BENEFITS Mole! Figures for FY n5..FY89 do no).
CP OFFICER,R 17A *13,242.00 143,242.00
CE IV, ft 2IC *60r041 .00 160,041.00
UFA lit, R 21A *56,741.00 *34,741.00
11TA H r  ft 17A *A3.242.00 *43,2-1?.00
AST u ,  R 8A ________125.5*9..00_________125.549.00____

*2?f?,815.00 *??OiB15.00

 200_________
TRAVEL-TRND *3,000.00 *0,00
TRAVEL - OTHER__________________________ _________15*OOO.QO_*________ 13*300.00_*_

*10,000.00 *5,300.00

 __30Q_________
•EGAL COUNSEL *50,000.00 *30,000.00
Add'1 SOFTUARE *5,000.00 *0.00
1st YR TRAINING _______ 125*000.00_______________ £0.00____

*80,000.00 *50,000.00

------- 400_________
* ,#» tiiifS *400 *2,000.00 t 12,120.00 *
*■'61 inflation fac

_______500_________
> ,os tiers 11200 16,000.00 *0.00
1 ros tiers 11000______________________  12.000.00_______________ 10.00____

18,000.00 *0.00
 600_________
idd'l office 113,992.00 113,992.00
tPO10125 SO.FT.EA
ISFAP83 SO.FT.EA
:o 383 so .f  r
driES 12.00 TIMES
12 MONTHS

IRAND TOTAL  1342*B02.00________ 1300.222.OQ___

- 4 -

R»S» A-1

FY 87 FY 88 FY 89

1 u<fc nifM-jt increases or any nrdotiaird salrry ir.c 
*13,242.00 *43,242.00 *43,217.00
160,041.00 *60,041.00 *60,041.00
*56,711.00 *36,741.00 *56,741.00
*43,242.00 *43,242.00 143,242.00

— 125*54 9.00_________125,349.00__________125*549.00.
♦228,010.00 *228,813.00 *228,813.00

*0.00 *O.CO 10.00
 15.61S.QQ_i--------15*955.08..I ________ 16.3i2..39_

*5,618.00 *3,953.08 *6,312.39

*50,000.00 150,000.00 *30,000.00
10.00 *0.00 *0.00

 10.00 10.00 0 . 0 0 _
*50,000.00 *50,000.00 *50,000.00

*2,247.20 * *2,382.03 * *2,524.95

*0.00 *0.00 *0.00
 1Q.QQ_______________ *0.00_______________ *0.00_

*0.00 10.00 *0.00

♦13,992.00 *13,992.00 *13,992.00

_S3O0*6 22.20 ------- 1301*144.11________ *301 *644.34.
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JUSTIFICATION

The additional level of public contact which would result 
fran this additional regulatory workload would require the 
addition of another Information Officer position. This 
level would provide an interim between the Consumer Protection 
Officer II lead position and the Consumer Protection entry 
level.

As with other sections, there is no further rocrn for 
expansion of duties without an increase in personnel.
In addition, there is no existing office space to house 
additional personnel.
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jusiirica rion

Engineer would be involved in reviewing engineering 
requirements associated with refinery regulatory activities.

Current engineering staff Is not able to absorb any more 
functions. It is already working at capacity level.

Because regulatory activity concerning refineries, etc. 
does not exist within this Ocrrmission nor any others, it 
will require much training in order for the Engineer to be 
able to review engineering requirements associated with these 
activities.

Office spaoe will be required because existing space is at 
maximum usage levels already.
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justification

Tills position would provide audit of refinery records and 
all. other regulatory activity associated with the scope of 
SSIIB 220.

Current financial staff is rot able to absorb any more 
functions ana has, in the past, had to absorb a vacancy 
factor to help alleviate personnel services shortages 
resulting from budget cutbacks. Even if all positions were 
filled, workload is such that any additional activities cannot 
be handled by existing staff.

Because regulatory activity concerning refineries, etc. does 
not exist within this Oonmission nor any others, it will 
require rruch training in order for tie Analyst to be able to 
provide the auditing background necessary for this activity. •

Office space is not available for additional personnel and 
all new positions require that the Ctmnission acquire more 
space.
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JUSTIFICATION

43242

RECEIPT C.OOE

Oner a 1 Funds
I-A Receipts
Program Receipts 1Q2B 
Other

48667

The addition of anotfier full-time tariff analyst would be 
required to handle the tariff rate filings which would be 
a result of this additional regulatory function.

Tariff section is already functioning at capacity and is not 
able to absorb any further regulatory workload without the 
addition of another position at this level. In addition, 
there is no existing office space to house this position.
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level and the operating budget for FY 1985 has requested the 
addition of administrative support personnel to provide 
adequate coverage for existing regulatory activity. The 
addition of any new regulatory activity necessitates the need 
for administrative support for that nev activity.

Because of the shortage of usable office space, any new 
positions require additional office space.

RECEIPT CODE ruNOinc SOURCE
16. Federal Receipts 1002

17. C.F. Hatch 1003
18. Ccnerat Funds 100*) 29141
19. l-A Receipts Ki05
70. Program Receipts 1078
71. Other

FOR BIM USE ONLY 
**A KEY NUMBER

1 3  R E O U E S T  F O R  

. N E W  P O S I T I O N

AGENCY. ALASKA PUBLIC UTILITIES COMMISSION

PROCRAM CONSUMER PROTECTION

RCII ALASKA PUBLIC UTILITIES COMMISSION Pagt 5 of 5

rOAAPONFNF --------------------
i

Revised R3tB

FY 85 |

r»« »nCv- r r-tMClA#



J
Project Description and Justification Continued:

Corporation POP 11/24 minicomputer in FY85 with one having far greater capacity and to expand the nuiTber of 
terminals. This will give most employees, including Commissioners, ready access to numerous data bases giving 
the status of utility operations and those of the agency itself, to specialized computational facilities for 
utility regulation, and to electronic drafting of documents. In addition, a large capacity computer is essential 
for the proper auditing of utilities, most of which maintain their financial and operations records in extensive 
conputer files.

The plan also includes addition of graphics capabilities to the basic system in FY06. This should aid in the 
presentation of complex utility data to the public. Also in PTf86, the Ccnmission plans to begin computer 
integration of a proposed micrographics system. Filming and conputer indexing of its documents onto microfiche 
will greatly reduce the effort needed to maintain over one million documents in order and ready for reference.
In later years funds are requested for new or updated software, for a high volume automatic microfiche-to-poper 
printer and for automatic microficl>e storage and retrieval equipment which wilL integrate hard copy information 
with the APUC central data base.
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IITlE Alaska Public Utilities Ccrmussibn Information Processing System 1 2 PRIORITY OF

OPERATING
TOTAL
PREVIOUS

APPROPRIATIONS
FV 84 FY OS FY 86 FY 02 FY 80 FY 89

5 100 PERSONAL SERVICES 
200 - 800 LIRE ITEMS

TOTAL
33.0 56.1 50.0 50.0 50.0
33.0 56.1 50.0 50.0 50.0

j 1002 FEDERAL RECEIPTS 
100*i GENERAL FUNDS 

OTHER FUNDS
*33.0 *56.1 *50.0 * 50.0 "50.0

FULL-TIME POSITIONS

| CAPITAL TOTAL

1002 FEDERAL RECEIPTS 
I 1004 CEHERAl FUNJS 

OTHER FU*CS

|

345.4 154.8 23.4 91.0 80.0

SEMITE | i  1 1 1 1

EXPLAIN PREVIOUS APPROPRIATIOMS (GIVE SECTION, CHAPTER, SU) Al» ASSUMPTIONS FOR COST, FUNDING SOURCE, POSITION A 3 REVENUE ESTIMATES:

Operating funds in FY85 through Ff89 include an estimate fcr hardware and software maintenance agreements along S 
■' with a projection for professional data processing consulting services necessary to allow program conversions,

maintenance and new program development. FY85's estimate is scaled dewn to reflect the initial acquisition and J 
installation timeframe during which these costs will not be incurred. Estimates for FY87 and beyond are reduced $ 
bo reflect completion of program conversions and a stabilization of expenses related to system maintenance and a 
ongoing new program development.

*0 <• M expenses projected through FY89 very closely approximate current funding requirements for data processing | 
support costs and do not represent a net increase in general fund obligation. - - |
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A p p r o p r i a t i o n  a n d  A s s u m p t i o n s  for Cbst, F u n d i n g  Source, P o s i t i o n  a n d  R e v e m i e  E s t i m a t e s  Continued:

C a p i t a l  e x p e n d i t u r e s  i n  F Y 8 5  p r o v i d e  for a  s u b s t a n t i a l  p o r t i o n  o f  n e w  h a r d w a r e  a n d  s o f t w a r e  a c q u i s i t i o n  a n d  

installation, FY8 G  e x p e n d i t u r e s  i n c l u d e  further d e v e l o p m e n t  o f  A P U C  o r d e r  i n d exing c a p a b i l i t i e s  a n d  i m p l e m e n t a t i o n  

o f  the i n t e g r a t e d  m i c r o g r a p h i c s  syst e m ,  Tlxese items a l on g  w i t h  e s t i m a t e s o f  c a p i t a l  e x p e n d i t u r e s  in F Y 8 7  a n d  

b e y o n d  a r e  e x p l a i n e d  m o r e  c o n p l e t e l y  i n  th e  a t t a c he d  A P U C  1983 c o m p u t e r  p lan.

A G E N C Y  A l a s k a  P u b l i c  U  till tiics Gtximission

A D D I T I O N A L  

E X P L A N A T I O N  

0 4 - 2  F O R M

C A T E G O R Y  P u b l i c  P r o t e c t i o n

P R O G R A M  C o n s u n e r P ro tectio n Page 2 ol 2
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BILL SHEFFIELD, G O V E R N O R

A L A S K A  PUBLIC UTILITIES C O M M I S S I O N

DEPARTMENT OF W  FENCE AND ECONOMIC DEVELOPMENT

■420 "I" STREET 
SUITE 100
ANCHORAGE, ALASKA 99501 
(907) 2/6-6222

January 24, 1984

Representative John Cowdery, Chairman 
Labor and Commerce Committee 
State House of Representatives 
Juneau, Alaska 9S811

Attention: Ken Johnson

Dear Representative Cowdery:

For the reasons stated 1n the Commission':; memorandum of 
March 15, 1983, regarding HB 220 and the attached analysis 
of SSHB 220 by Mark Figura, the Alaska Public Utilities 
Commission opposes the enactment of SSHB 220 because it is 
r e d u n d fl il L j C v r.flscatory, ambiguous, inconsistent, will 
require an expenditure of dollars that 1 s unnecessary and 
legislation that is likely to create a multitude of litT7  

gatlon opportunities. The Commission concludes that based 
upon its initial and subsequent anaiysist the proposed 
modifications to AS 42.05.381 contemplated in SSHB 220 are 
not in the public Interest.

Si ncerely

Carolyn S. Guess 
Chairman

Enclosure

Hearing; January 26, 1904 
8 : 1 5  a . m .



Cerolyn S. Guess, Chairman January 20, 1984
Alaska Public Utilities Commission

276-3550

Norr n P.. Gorsuch SSHB 220
A n  .nc) General

By:
Mark L. Figura
Assistant Attorney General
Commercial Section-Anchorage

You asked me to comment upon sections 2 - 5 of the 
sponsor substitute for House Bill No. 220 introduced January 10, 
1984, and referred to the Labor & Commerce and Finance 
committees. Section 1 of the bill is similar to last years 
version, upon which the Commission has already commented.

Section 2 of the bill is ambiguous, and it is difficult, 
to determine the drafter's intent. This will of course pose 
serious interpretation problems should the bill be. passed, and 
will no doubt lead to extensive litigation concerning the meaning 
of the legislation. My guess is that the drafter intended the 
following meaning for his proposed AS 42.05.381(e). The 
Commission is to determine the equity of the utility in the usual 
way, but reduce, the equity figure if the sum of the utility's 
paid-in capital and retained earnings .less the values of the f 
numbered paragraphs of proposed section 38.1(e), is less than 
utility equity.

Paragraph 1 includes the purchase price of a ucilii... 
which has changed ownership in the past. (However, paragraph 1 
could well mean only the cash used for such a purpose, or what is 
commonly known as an "acquisition adjustment, the amount of the 
purchase price in excess of the seller's net book.) Paragraph 2 
includes loans made by the utility to affiliated interests. 
Paragraph 3 includes equity held in (or perhaps the purchase 
price of) .an unregulated company. Paragraph 4 includes deposits 
in financial institutions located outside the state of Alaska, 
and paragraph 5 includes assets used to secure loans to
affiliated interests.

The obvious lwgal problem with the entire prupvacd 
section 381(e) is that it would result in confiscatory rates 
whenever it would have any effect, Rates are generally
established by the Commission at the minimal, level which will 
enable the utility to attract capital and continue t:o provide 
adequate service. To the ex ent that those rates would be
decreased by proposed section 381(e), the ■ decrease would be
confiscatory.
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Ms. Carolyn S. Guess, Chairman January 20, 1984
Alaska Public Utilities Commission Page 2
In re; SSHB 220

There are also a number of lesser problems with the 
p.. >p< tion, Proposed section 381(e)(1) is apparently aimed
at the amounts that a utility may earn on plant
pure i another utility. AS 42.05.441(b) already deals
with blem, in a much more satisfactory way. Proposed
section jyi(e)(3) penalizes a utility for investing"money in an 
unregulated company. The result of enacting such a provision 
would be to encourage companies to inflate the plant (and 
therefore the rate base) of the regulated utility.

Section 2 ol: the bill would also create a new section 
381(f), I interpret proposed section 381(f) as requiring the 
Commission to decrease the revenue requirement of certain 
utilities by 157, of their gross in-state nonutility revenues. To 
the extent that any utility allowed proposed section 381(f) to 
apply, the application of this section would plainly be 
confiscatory. In addition, the passage of proposed section 
381(f) would provide a strong disincentive to certain utilities 
and their affiliates 'to invest within the state of Alaska. Given 
the option of starting a business (such as a telephone equipment 
business) in Alaska or some other state, very few companies would 
choose Alaska if they be subject to a 15/( tax on gross revenues 
on any Alaskan sales.

Section 3 of the bill would add a new section AS 
42.05.655 providing that the on-site inspection jurisdiction of 
the Commission is limited to Alaska. The enactment of proposed 
section 655 would be inconsistent with AS 42.05.491, which 
specifically states thav under certain circumstances utilities 
may keep records outside the state, i.f they agree to pay the 
actual expenses incurred by Commission personnel in making the 
out-of-state examination, Proposed section 655 would also allow 
utilities to avoid Commission oversight of affiliated interest 
transactions, merely by carrying on those transactions outside 
the boundaries of Alaska.

Section 4 of the bill proposes three changes in the 
definitions applicable in AS 42.05. The bill would delete both 
cable television service and waste disposal service from the 
services subject to public utility regulation. In addition, the 
bill proposes to delete the language added by ch. 36 SLA 1971 to 
AS 42.05.720(4)(e). The 1971 legislation limited the 
jurisdiction of the Commission over small petroleum fuel dealers. 
The purpose of the 1971 legislation was set out in the act as 
follows;

It is the finding of the legislature that it is 
necessary to avoid unnecessary regulatory 
procedures over petroleum dealers delivering to
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Ms. Carolyn S. Guess, Chairman 
Alaska Public Utilities Commission 
In re; SSHB 220

January 20, 198A 
Page 3

trailer courts and apartment 
local pipe distribution systems 
n d  whose owners or residents 
suppliers.

buildings having 
for heating fuel, 
have a choice of

Apparently the intent: of the bill is to reestablish Commission 
jurisdiction over small petroleum dealers serving trailer courts 
and apartment buildings. Absent complaints from these consumers, 
the legislation appears unnecessary.

Section 5 of the bill would repeal AS 42.05.711(i), 
consistent with the elimination of waste disposal from the 
definition of public utilities. Since the bill also eliminates 
cable television service, AS 42.05.7.11 (k) should also be 
repealed.

MLF: c.ai

f
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A H a s k u  T e l c p l n o a a e  A s f c s o e l a i t i U m

201 £. 60th Avenue / Suite 320 
Anchorage, Alaska 99602 

(907) 803-4000

J. Clifton Eller
President

Gordon Parker
Executive Director

January 25, 1984

Hon, John Cowdk , , nhairman 
House- Committee r -bor & Commerce 
Pouch V
Juneau, Alaska 99811 

ATTN: Ken Johnson 

Dear Mr. Cowdery:

At the request of your staff and some members of your committee, I an writing in 
regards to HB220, "An Act Relating to Public Utilities." ATA opposes this legislation 
for the reasons outlined in the item by item analysis which follows.

(AS 42.05.381) Section 1. (a) (3) 8 (4): Current statutes place severe restrict
on advertising and public, relations by regulated utilities. The language here 
is redundant.

(5): If the intent here is to reduce costs and the ultimate effect on the ratepayer, 
the actual result could be the opposite. At least four companies providing service 
in Alaska rely heavily on support, management and administrative services through 
parent companies located Outside. The net effect is that costs are lower due to 
avoidance of service duplication and lower cost3 Outside.

Additionally, a number of companies utilize consultants Outside. While we have 
some very qualified consultants in state, the language here would appear to 
preclude the companies from calling on the talents of some of the nation's leading 
talents.

(6 ) $ (7): The apparent purpose of this language is alrea- / accomplished in
AS42.05.511(c). The statute requires that a company purchasing products or services 
from an affiliate or subsidiary demonstrate to the APUC that the product or service 
can't be obtained elsewhere at a lower cost and that the purchase is based on 
the cost of the item to the affiliate or subsidiary. Current statutes do allow 
inclusion of a rate of return for the selling entity, a. necessity if that entity 
is to remain in business.

Section 2. (o). The language here appears to exclude debt from the rate of return 
calculation. Rate of return has always been calculated on the total investment.
A company must be allowed to recover interest costs through rate of return in order 
to finance construction.

(1): This language apparently refers to a double leverage situation in which
a stockholder borrows money from the util' ho buy moro stock. No regulatory
body would allow such an arrangement to ■ luded in i-atenaV'’-?:.
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(2); This language would appear to penal i7.e a unmpany for establishing afflHates.
The federal government i3 now urging companies to form affiliates to provide
n^w technology (i.e., cable television) and *. iring affiliate1; for some traditional 
services (i.e., provision of terminal equi j. If this section is enacted, 
it simply means that an entity which may be ,iO best provider or a service can't 
provide the service.

(3): This appears to duplicate (2) though specifying unregulated affiliates or
subsidiaries. Again, for some services (i.e., terminal equipment) companies 
are now required by the FCC to establish unregulated subsidiaries, or at the 
least maintain separate accounts to guarantee no cross subsidy. An .investment 
by a regulated company in a non-regulated subsidiary can not now be included
in ratemaking. This is specified by the FCC and in AS42.05.481.

(4): There are clear constitutional questions involved in this requirement
favoring Alaska banks. A company has the duty to its stockholders to place its 
funds in the financial institution offering the best return and treatment.

(5): It is normal business practice for a parent company to pledge its full
faith and credit to guarantee loans to a subsidiary. In the case of a regulated 
company which must pay a loan on which a subsidiary has defaulted, such loss 
would, not be allowed for ratemaking purposes. AS42.05.441 states that, in the 
case of a parent company operating more than one utility or unregulated subsidiary, 
a separation of property must be made among the different entities for ratemaking 
purposes.

(f): Both federal and state law (AS42.05.481) is clear that cross subsidy
(i.e., subsidising a non-regulated subsidiary through regulated rates) is not 
allowed. This language appears to require a reverse subsidy flowing from an 
unregulated subsidiary to a regulated parent. V.’e believe there is a constitutional 
question to this requirement.

The second part of paragraph (") does not take into account that a subsidiary 
may be losing money. Wo suggest that if it is fair to consider the revenues 
and profits of an unregulated subsidiary for ratemaking purposes, then it. should 
also be fair to consider the costs and losses of the unregulated subsidiary.

I hope this information is helpful to the Committee. I am available to the Committee 
for questions.

Sincerely,
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standards for a utility. (Eff. 10/15/82. Reg. S4j 
Authority: AS 42.05.141(a)(3) 

AS 42.05.151(a)
AS 42.05.711(d)

3 AAC 50.200. INDIVIDUAL ELECTRIC 
METERS, (a) Except as provided in (b) o f  this 
section, an electric utility shall install an indivi­
dual meter to measure the energy consumption 
attributable to each residential and commercial 
unit in a multiple-occupancy building and each 
mobile home unit in a mobile home park if con­
struction o f the building or mobile home park 
was begun after December 31. 1982.

(b) Not later than 30 days after the filing o f a 
tariff advice letter in which a change in a rate 
schedule is requested, an electric utility shall 
transmit to its affected consumers a clear and 
concise explanation o f  the proposed change. 
This provision does not apply to rate adjust­
ments resulting from an automatic fuel-cost 
rate adjustment clause.

(c) At least once each year, an electric utility 
shall transmit to each o f  its electric consumers 
an informative summary o f any rate schedule in 
its currently effective tariff which applies to 
those consumers.

(b) Individual meters are not required

(1) for transient multiple-occupancy build-, 
ings and transient mobile home parks, including, 
but not limited to. hotels, motels, dormitories, 
rooming houses, hospitals, nursing homes, and 
mobile home parks for travel trailers;

(2) for commercial unit space which is sub­
ject to alteration with changes in tenants as evi­
denced by temporary construction or non- 
load-bearing walls or floors separating the 
commercial unit spaces;

(3) where alternative renewable energy re­
sources are used in connection with central 
heating, ventilating, and air conditioning sys­
tems; and

(4) in common building areas such as hall­
ways, elevators, reception areas, water pump­
ing facilities, and electric hookups for motor 
vehicles.

(c) For the purpose o f  this section, construc­
tion begins when the footings are poured. (Eff. 
10/15/82, Reg. 84)

Authority: AS 42.05.141(a)(3) 
AS 42.05.151(a)
AS 42.05.291(c)

3 .AAC 50.300. INFORMATION TO ELEC­
TRIC CONSUMERS, (a) An electric utility 
shall provide to each new electric consumer, 
coincident with the application for service, a 
clear and concise explanation o f  any rate 
schedule in its currently effective tariff which 
applies to that consumer.

(d) On request o f an electric consumer, an 
electric utility shall transmit a clear and concise 
statement o f the consumer's actual energy con­
sumption and. if billed separately, power con­
sumption for any billing period during the 
previous 12 months ur.'e;, the information is 
not reasonably ascertainable bv the utilitv. (Eff. 
10/15/82. Reg. 84)

Authority: AS 42.05.141(a)(3) 
AS 42.05.151(a)
AS 42.05.41 1(a) *

3 AAC 50.400. Reserved

3 AAC 50.500. ADVERTISING, (a) In addi­
tion to the restrictions imposed under AS 
42.05.381(a), neither an electric utility nor a 
gas utility may recover through rates any direct 
or indirect expenditure by the utility for promo­
tional. political, or goodwill advertising.

(b) The commission will determine on a case- 
by-case basis whether the forms o f  advertising 
listed in (c)(3) o f  this section, as well as ad­
vertising not readily categorized as promotional, 
political, or goodwill, and any other form of 
advertising not covered by this section will be 
included in utility operating expenses for rate- 
making purposes.

(c) In this section

(1) “ advertising"’ means the commercial use 
by a utility o f any media, including newspaper, 
printed matter, radio, and television, in order 
to transmit a message to a substantial number of 
members o f  the public or to the utility’s 
customers:
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(2) "goodwill advertising" means advertising 
directed toward improving or enhancing the 
public image o f a utility or its employees:

(3) "goodwill advertir.ng." “ political adver­
tising." and “ promotional advertising" do not 
include

(A ) advertising which informs an electric 
or gas consumer about methods which con­
serve electric energy or gas or which reduce 
peak demand for electric energy or gas;

(B) advertising required by law or regula­
tion. including advertising required under Part 
I. Title II o f  The National Energy Conserva­
tion Policy Act (42 USC § 8201 et seq.):

(C) advertising regarding service interrup­
tions. safety measures, or emergency condi­
tions:

(D ) advertising concerning employment 
opportunities with a utility;

(E) advertising which promotes the use o f 
energy-efficient appliances, equipment, or ser­
vices;

(F) an explanation or justification o f exist- 
ting or proposed rate schedules or a notice o f 
hearings concerning these rate schedules: and

(G) communications with members o f  a 
utility cooperative about the activities or in­
ternal affairs o f the cooperative or which 
encourage or promote the participation o f  the 
members in the process o f governing the 
cooperative;

(4) “ political advertising”  means advertising 
for the purpose o f influencing public opinion 
with respect to legislative, administrative, or 
electoral matters, or with respect to a contro­
versial issue o f public importance; and

(5) “ promotional advertising”  means adver­
tising for the purpose o f  encouraging a person to 
select or use the service or additional service 
o f a utility, or the selection or installation of 
an appliance or equipment designed to use the 
utility’s service, except as provided in (3)(E) 
o f this subsection. (Eff. 10/15/S2. Reg. 84)

Authority: AS 42.05.141(a)(3) 
AS 42.05.151(a)
AS 42.05.381

j AAC 50.600. DEFINITIONS. Unless the 
context indicates otherwise, in 3 AAC ^0 100 -  
3 AAC 50.600

(1) “ building means a single erected struc­
ture. roofed and enclosed within exterior walls, 
built for permanent use. framed o f component 
structural parts and unified in its entirety both 
physically and in operation for residential or 
commercial occupancy;

(2) “ commercial unit”  means that portion 
o f  a building or premises which is normally used 
for commercial purposes:

(3) “ electric consumer”  means a person or 
a public or private entity to which electric 
energy is sold, other than for purposes o f resale, 
by a regulated public utility:

(4) “ gas consumer” means a person or a 
public or private entity to which natural gas is 
sold, other than for purposes o f resale by a 
public utility:

(5) “ mobile home park" means a parcel o f  
land which is used for the accommodation o f 
occupied mobile homes;

(6) “ multiple-occupancy building" means a 
building which is designed to house more than 
one residential or commercial unit:

(7) “ rate” means

(A) a price, rate, charge, or classification 
made, demanded, observed, or received with 
respect to the sale o f utility services to a 
utility consumer:

(B) a rule, regulation, condition, or prac­
tice respecting a rate, charge, or classification: 
and

(C) a contract pertaining to the sale o f 
utility services to a utility consumer;

(8) “ rate schedule”  means the designation o f 
the rates which an electric utility charges for 
electric energy: and

<91 ••residential unit" means one or more 
rooms for use b\ one or more persons as a 
housekeeping unit which provides living.
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M E M O R A N D U M  January 23, 1984

SUBJECT: Sectional Analysis of SS HB 220

TO: House Labor and Commerce Committee

FROM: 'M j Linn H. Asper
(^\V'"'Legislative Counsel

You have asked for a sectional analysis of SSHB 220, relat­
ing to public utilities, including a comparison of the origi
nal bill with the sponsor substitute.

In the sponsor substitute:

* Section 1 adds to the list of public utility costs that 
may not be included as elements of utility rate-setting.
The current list of excluded costs is increased to take in
all public relations, lobbying, advertising, certain fees 
paid, and certain products and services purchased from the 
owner or affiliate of a public utility.

* Section 2 adds two new subsections to AS 42.05.381, re- 
garding utility rate-setting. The new subsection (e) ex­
cludes certain cost items related to return on capital from 
consideration in rate-setting for public utilities that are 
operated for profit. The new subsection (f) considers reve 
nues and profits from businesses operated in the state that 
are owned by a utility or its affiliates, in establishing 
rates for services provided by the utilities.

* Section 3 limits the on-site inspection jurisdiction of 
the APUC to areas within the state.

* Section 4 amends the definition of "public utility" or
"utility" to exclude cable television operators and waste 
material collection and disposal businesses from the juris­
diction of the APUC, and to include all refiners and dis­
tributors of petroleum in the state.

* Section 5 repeals a reference to waste collection and Jis 
posal businesses, because such businesses are removed from 
APCU jurisdiction by *Sec. 4.
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* Section 6 sets a July 1, 1984 effective date.

A comparison to SSHB 220 to HB 220 is as follow:

In section 1 of SSHB 220 several changes have been made to
the proposed amendment to AS 42.05.381(a). The subsection 
is the same in both versions through paragraph (4). Para­
graph (5) of the sponsor substitute is less restrictive on 
fees incurred by utilities than is the original bill, and 
provides a more complex formula for determining those fees 
that are and are not allowable for purposes of rate setting
by the APUC. Paragraph (6 ) of the substitute makes a tech­
nical change to the original bill. Paragraph (7) of the 
substitute is less restrictive for purposes of rate-setting, 
on allowable costs of services incurred by a utility.

Sections 2-6 of the sponsor substitute contain new material 
not found in the original bill.

LHA:ojb 
J2/058



MEMORANDUM State of Alaska

TO.

FROM:

Catherine Uallen 
Legislative Liasion 
Department of Commerce

Carolyn S. Guess, Chairman 
Alaska Public Utilities Co

DATE:
March 15, 1983

FILE NO:

ELEPHONE NO:

suRjprT-House Hill 220 
Sion Senate Bill 140

Because there apparently are not Bill Analysis Forms available to us 
in Anchorage I am sending our comments on the proposed legislation in 
memo form. You may transfer our comments to the appropriate form and 
sign my name with your initials.

House Bill 220. There is no fiscal impact to the APUC.

Comments: House Bill 220 is redundant in part, unnecessary and could
result in higher utility rates.

Section 1(a)(1)— (4) is' addressed in 42.05.381(a). The Commission 
believes the exceptions found in 42.05.381(a )(1)-(4) are reasonable 
and is not aware of any reason to eliminate them.

Section 1(a)(5), a prohibition of consulting or management fees paid
to the owner of a utility could affect a number of small utilities, 
i.e.', Tenana Power Co., and Mukluk Telephone Co. where the owners are 
the salaried management of the utility.

In regard to Section 1(a)(6), AS 42.05.511(c) provides:

In a rate proceeding the utility involved has the 
burden of proving that any written or unwritten 
contract or arrangement it may have with any of 
its affiliated interests for the furnishing of 
any services or for the purchase, sale, lease or 
exchange of any property is necessary and consis­
tent with the public interest and that the pay­
ment made therefor, or consideration given, is 
reasonably based, in part, upon the submission of 
satisfactory proof as to the cost of the affiliated 
interest of furnishing the service or property 
and, in part, upon the estimated cost the utility 
would have incurred if it furnished the service 
or property with its own Dersonnel and capital.
(S 6 ch 113 SLA 1970)

Therefore, .the Commission believes this section of the prooosed leois 
laticr. is redundant and unnecessary.

0 2 -0 0 )A(Kc». 10/79)



M a r c h  1 5 ,  1 9 8 3  

P a g e  2 o f  2

I n  r e g a r d  t o  S e c t i o n  1 ( a ) ( 7 ) ,  t h e  C o m m i s s i o n  d o e s  n o t  u n d e r s t a n d  w h a t  

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

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

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

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

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

C o l l e g e  U t i l i t i e s  ( s e w e r  a n d  w a t e r )  i n  F a i r b a n k s .  J u n e a u  D o u g l a s '  

T e l e p h o n e  C o m p a n y  a n d  G l a c i e r  S t a t e  T e l e p h o n e  C o m p a n y  s e r v i n g  K e n a i ,  

H o m e r ,  K o d i a k  a n d  N o r t h  P o l e  c o u l d  a l s o  b e  a d v e r s e l y  a f f e c t e d .

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

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

S e n a t e  B i l l  1 4 0 .

I t  w o u l d  a p p e a r  i f  t h e  r o l e  o f  t h e  A P U C  i s  l i m i t e d  t o  a n  o v e r s i g h t  

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

o n  t h e  A P U C .

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

r e s u l t  i n  l o w e r  u t i t l i t y  r a t e s  f o r  A l a s k a n  u t i l i t y  c o n s u m e r s .  T h e  

C o m m i s s i o n  o b s e r v e s  t h a t  t h i s  1 e g i s l a t i o n  w o u l d  o n l y  b e n e f i t  c o n s u m e r s  

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

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

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

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

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

e l i g i b l e  t o  b o r r o w  l o n g  o r  s h o r t  t e r m  m o n i e s  f r o m  t h e  S t a t e .

c s g / d k d
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A L A S K A  PUBLIC UTILITIES C OMMISSION

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

A p r i l  6, 1 9 8 3

BILL SHEFFIELD. G O V E R N O R

•120 "L" STREET 
SUITE 100
ANCHORACt. ALASKA 99501 
(907) 276-6222

R e p r e s e n t a t i v e  W a l t  F u r n a c e ,  C h a i r m a n  

h o u s e  L a b o r  a n d  C o m m e r c e  

P o u c h  V

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

D e a r  R e p r e s e n t a t i v e  F u r n a c e :

I n  r e s p o n s e  t o  y o u r  l e t t e r  o f  M a r c h  2 8 ,  1 9 8 3 ,  c o n c e r n i n g  H o u s e  

B i l l  2 2 0  I a m  e n c l o s i n g  r e l e v a n t  p o r t i o n s  o f  o u r  e x i s t i n g  s t a t u t e ,  

A S  4 2 . 0 5 . 3 8 1 ( a )  a n d  A S  4 2 . 0 5 . 5 1 1 ( c )  a n d  a p o r t i o n  o f  o u r  r e g u l a ­

t i o n s  3 A A C  5 0 . 5 0 0  w h i c h  i s  a p p l i c a b l e  t o  e l e c t r i c  a n d  g a s  u t i l ­

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

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

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

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

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

i n  i t e m s  1 t h r o u g h  7, A S  4 2 . 0 5 . 3 8 1 ( a ) ,  a r e  a t  i s s u e  b e f o r e  t h e  

C o m m i s s i o n .  T h e r e f o r e  y o u  w i l l  a l s o  f i n d  p o r t i o n s  o f  C o m m i s s i o n  

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

s u b j e c t s  h a v e  b e e n  d i s c u s s e d .  I h a v e  u n d e r l i n e d  t h e  r e f e r e n c e s  t o  

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

b e l i e v e  t h a t  t h e  C o m m i s s i o n ' s  r e v i e w  a n d  a s s e s s m e n t  s p e a k  f o r  

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

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

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

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

r a t e .

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

p l e a s e  d o  n o t  h e s i t a t e  t o  c o n t a c t  m e  a t  2 6 3 - 2 1 3 2 .

S i n c e r e l y ,

A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

' < /  S '
d k d  C a r o l y n  S. G u e s s

C h a i r m a n

E n c l o s u r e s  

c c :  C .  W a l l e n

0B-H6LH
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(3) a m o r t i z a t i o n  o f  r a t e  c a s e  e x p e n s e  o v e r  a

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

o v e r  r e c o v e r y  o f  a p r o  f o r m a  c o s t .  ( T - 9 ,

p. 1 0 )

D O D  c o n c u r r e d  w i t h  t h e  S t a f f ' s  r e c o m m e n d a t i o n ,  w h i l e  A L S C  

a n d  A k P I R G  a r g u e d  t h a t  t h e  a m o r t i z a t i o n  p e r i o d  s h o u l d  b e  a t  

l e a s t  f i v e  y e a r s ,  or, a l t e r n a t i v e l y ,  o n e - h a l f  o f  t o t a l  r a t e
j

c a s e  e x p e n s e  s h o u l d  b e  a m o r t i z e d  o v e r  f i v e  y e a r s  a n d  o n e - h a l f  I

o v e r  t e n  y e a r s .  ;

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

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

e x p e n s e  o n  a c u r r e n t  b a s i s  i n  U - 7 6 - 6 ( 4 )  a n d  e n d o r s e s  t h e  

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

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

y e a r  a m o r t i z a t i o n  p e r i o d  p r o p o s e d  b y  S t a f f  i s  a p p r o p r i a t e  

p r i o r  t o  c o n s i d e r a t i o n  o f  a d j u s t i n g  t h e  p e r i o d  t o  m i t i g a t e  I

t h e  e f f e c t s  o f  r a t e  c a s e  e x p e n s e s  w h i c h  a r e  e x c e s s i v e  o r  ,

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

t h e  r a t e  c a s e .  T h e  C o m m i s s i o n  w i l l  i n c r e a s e  t h e  a l l o w a b l e  

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

t h e s e  f a c t o r s .

A d v e r t i s i n g  E x p e n s e

I n  p r o  f o r m a  A d j u s t m e n t  N o .  3 5  S t a f f  r e c o m m e n d e d

t h a t  t h e  a d j u s t e d  b a l a n c e  o f  A c c o u n t  6 4 2 ,  A d v e r t i s i n g  E x p e n s e ,

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

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

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

e x p e n s e s  u n d e r  A S  4 2 . 0 5 . 3 8 1 ( a )  w h i c h  p r o v i d e s :

(a) A l l  r a t e s  d e m a n d e d  o r  r e c e i v e d  b y  a 

p u b l i c  u t i l i t y ,  o r  b y  a n y  t w o  o r  m o r e  p u b l i c  

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

t o  b e  f u r n i s h e d  s h a l l  b e  j u s t  a n d  r e a s o n a b l e .

U - 7 8 - 4 (33)
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H o w e v e r ,  n o  r a t e  m a y  i n c l u d e  a n  a l l o w a n c e  f o r  

c o s t s  o f  p o l i t i c a l  c o n t r i b u t i o n s ,  o r  p u b l i c  

r e l a t i o n s  e x c e p t  f o r  r e a s o n a b l e  a m o u n t s  s p e n t  
f o r :

(1) e n e r g y  c o n s e r v a t i o n  e f f o r t s ;

(2) p u b l i c  i n f o r m a t i o n  d e s i g n e d  t o  

p r o m o t e  m o r e  e f f i c i e n t  u s e  o f  t h e  

u t i l i t y ' s  f a c i l i t i e s  o r  s e r v i c e s  o r  

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

u t i l i t y ;

(3) i n f o r m i n g  s h a r e h o l d e r s  a n d  

m e m b e r s  o f  a c o o p e r a t i % re o f  m e e t i n g s  

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

a t t e n d a n c e ;  o r

(4) e m e r g e n c y  s i t u a t i o n s  t o  t h e  

e x t e n t  a n d  u n d e r  t h e  c i r c u m s t a n c e s  

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

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

t h a t  n o n e  o f  i t s  t e s t  y e a r  a d v e r t i s i n g  e x p e n s e  h a d  b e e n  

d e d i c a t e d  t o  t h e  p u r p o s e s  p r e s c r i b e d  i n  A S  4 2 . 0 5  . 3 8 1 ( a ) ( 1 ) , ( 3 ) ,  

a n d  ( 4). A l a s c o m  i n i t i a l l y  e s t i m a t e d  t h a t  a p p r o x i m a t e l y  

$ 1 0 0 , 0 0 0  o f  i t s  a d v e r t i s i n g  b u d g e t  h a d  b e e n  d e d i c a t e d  t o  

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

i

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

w o u l d  b e  n e c e s s a r y  t o  v e r i f y  t h i s  f i g u r e .  (II T r .  7 3 - 7 6 )
i

W i t n e s s  H o l m s t r o i n  s u b s e q u e n t l y  t e s t i f i e d  t h a t  $ 2 0 9 , 0 0 0  o f
I

t h e  c o m p a n y ' s  e x p e n s e  w o u l d  b e  p e r m i s s i b l e  u n d e r  A S  4 2 . 0 5 -  

. 3 8 1 ( a ) .  (II T r .  4 9 3 )
i

A l a s c o m  o p p o s e d  S t a f f ' s  t r e a t m e n t  o f  a d v e r t i s i n g
I

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

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

p o s i t i o n  d i d  n o t  b e c o m e  e f f e c t i v e  u n t i l  J u n e  10, 1 9 7 7 .  '

R e t r o a c t i v e  a p p l i c a t i o n  w o u l d  v i o l a t e  t h e  u t i l i t y ' s  " c o n -  j
i

s t i t u t i o n a l l y  p r o t e c t e d  r i g h t  t o  a f a i r  r e t u r n  o n  i t s  p r o p e r t y ,  '

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



o o
e x p e n s e s  w h i c h  w e r e  l e g i t i m a t e  a n d  c o m p e n s a b l e  w h e n  m a d e . "  

( A l a s c o m  O p e r a t i n g  E x p e n s e s  a n d  R e v e n u e s  B r i e f ,  p. 3 4 )  It 

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

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

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

t o  A l a s c o m .  S t a f f  c o u n t e r e d  t h e  u t i l i t y ' s  a r g u m e n t  w i t h  t h e  

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

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

i t s  1 9 7 6  o p e r a t i n g  e x p e n s e s .  S t a f f  a l s o  o b s e r v e d  t h a t  t h e  

c o m p a n y  f a i l e d  t o  p r o v i d e  e v i d e n c e  t h a t  i t s  1 9 7 8  a d v e r t i s i n g  

p r o g r a m  h a d  b e e n  m o d i f i e d  i n  r e s p o n s e  t o  t h e  1 9 7 7  a m e n d m e n t  

t o  A S  4 2 . 0 5 ,  a s  i t  i n d i c a t e d  w o u l d  h a v e  b e e n  t h e  c a s e  w e r e  

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

A L S C  a n d  A k P I R G  a d d e d  t h a t  t h e  m o d i f i c a t i o n  i n  A S  4 2 . 0 5 . 3 8 1 ( a )  

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

s e t t i n g  r a t e s  f o r  t h e  f u t u r e .

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

S t a f f ' s  r e l i a n c e  o n  A S  4 2 . 0 5 . 3 8 1 ( a )  w a s  t h a t  t h e  s t a t u t e  d i d  

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

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

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

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

c o n t e n t i o n .  S p e c i f i c a l l y ,  a n  e a r l i e r  d r a f t  b i l l  h a d  e n u ­

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

l o b b y i n g  e x p e n s e s ,  o r  p u b l i c  r e l a t i o n s "  w h i c h  w e r e  s u b s e ­

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

c o n t r i b u t i o n s  o r  p u b l i c  r e l a t i o n s .  ( A l a s c o m  O p e r a t i n g  

E x p e n s e s  a n d  R e v e n u e s  B r i e f ,  p. 3 5 )  T h i s  c h a n g e  r e f l e c t e d  

t h e  l e g i s l a t o r s '  i n t e n t  t o  p e r m i t  u t i l i t i e s  t o  r e c o v e r
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r e a s o n a b l e  a m o u n t s  e x p e n d e d  f o r  a d v e r t i s i n g ,  c h a r i t a b l e  

c o n t r i b u t i o n s ,  a n d  l o b b y i n g ,  a c c o r d i n g  t o  A l a s c o m .  S t a f f ,  

A L S C ,  a n d  A k P I R G  a r g u e d  t h a t  a d v e r t i s i n g  w a s  s u b s u m e d  w i t h i n  

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

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

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

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

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

t i o n s  .

T h i r d ,  t h e  c o m p a n y  n o t e d  t h a t  $ 4 9 2 , 4 1 8  o f  i t s

$ 9 2 9 , 9 9 4  t e s t  y e a r  c h a r g e s  t o  A c c o u n t  6 4 2  w e r e  e x p e n s e s

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

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

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

s e r v i c e  o n  t h e  p r e m i s e  t h a t  i t  w a s  a d v e r t i s i n g  e x p e n s e .

A L S C  a n d  A k P I R G  a r g u e d  t h a t  t h e  n o n - a d v e r t i s i n g  e x p e n s e s  i n

A c c o u n t  6 4 2  w e r e  r e l a t e d  t o  p u b l i c  r e l a t i o n s  a s  d e f i n e d  b y
*

A l a s c o m  a n d ,  t h u s ,  m u s t  b e  e x c l u d e d  f r o m  r a t e s  u n d e r  A S  

4 2 . 0 5 . 3 8 1 ( a ) ,  s i n c e  t h e  c o m p a n y  h a d  f a i l e d  t o  e s t a b l i s h  

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

F o u r t h ,  t h e  u t i l i t y  s t a t e d  t h a t  o t h e r  j u r i s d i c ­

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

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

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

a d v e r t i s i n g :  i n f o r m a t i o n a l ,  p r o m o t i o n a l ,  a n d  i n s t i t u t i o n a l .

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

c o n s i d e r e d  a n  a l l o w a b l e  o p e r a t i n g  e x p e n s e  b y  " m o s t  c o m m i s ­

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

i n s t i t  t i o n a l  a d v e r t i s i n g  b y  " s o m e  c o m m i s s i o n s . "  ( A l a s c o m



o  o
O p e r a t i n g  E x p e n s e s  a n d  R e v e n u e s  B r i e f ,  p p .  3 7 - 3 8 )  In  a n y

i
e v e n t ,  t h e  c o m p a n y  m a i n t a i n e d  t h a t  t h e  a d v e r t i s i n g  e x p e n s e s

I i t  i n c u r r e d  d u r i n g  t h e  t e s t  p e r i o d  w e r e  r e a s o n a b l e ,  p e r m i s -
!»

s i b l e  u n d e r  t h e  s t a t u t e ,  a n l  b e n e f i c i a l  t o  t h e  u t i l i t y ' s

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

!•’ . .
| A l a s c o m  p r o v i d e d  l e s s  t h a n  u n q u a l i f i e d  s u p p o r t  a n d ,  m  a n y

.1 -»

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

i, s t a t u t o r y  g u i d a n c e  o n  t h i s  s u b j e c t .  I n t e r v e n o r s  D O D ,  A L S C ,

I. a n d  A k P I R G  a r g u e d  t h a t  i n s t i t u t i o n a l  a d v e r t i s i n g  s h o u l d  n o t

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

i” s t o c k h o l d e r s  r e l a t i v e  t o  r a t e p a y e r s .  S t a f f  a n d  i n t e r v e n o r s
i,

• a g r e e d  t h a t  t h e  b u r d e n  r e s i d e d  w i t h  A l a s c o m  t o  d e m o n s t r a t e
■ I

t h a t  a d v e r t i s i n g  e x p e n s e  p r o v i d e d  t a n g i b l e  b e n e f i t s  t o  

j. r a t e p a y e r s  w i t h i n  t h e  c o n t e x t  o f  A S  4 2 . 0 5 . 3 8 1 ( a ) ,  i n c l u d i n g

i • *

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

'j t h e  a d v e r t i s i n g  c o p y  w a s  n e i t h e r  a u d i t e d  b y  t h e  u t i l i t y  n o r

p r o v i d e d  t o  t h e  S t a f f  f o r  a n a l y s i s  a s  i t  r e q u e s t e d .

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

i-

i| i t y  o f  A S  4 2 . 0 5 . 3 8 1 ( a ) ,  t h e  C o m m i s s i o n  n o t e s  t h a t  a u t i l i t y

h a s  t h e  b u r d e n  o f  p r o o f  t h a t  e x p e n s e s  f o r  a d v e r t i s i n g  a r e  

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

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

n o t  e x e m p t e d  f r o m  t h i s  s t a n d a r d  o f  r e v i e w .  A  s u r v e y  o f  

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

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

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

c o s t s  o r  b y  p r o v i d i n g  m o r e  e f f i c i e n t  s e r v i c e .  ( See, f o r

ij e x a m p l e ,  R e  P r o m o t i o n a l  P r a c t i c e s  o f  E l e c t r i c  U t i l i t i e s , 8

'i
i P U R  4 t h  2 6 8  ( F l o r i d a  P u b l i c  S e r v i c e  C o m m i s s i o n ,  1 9 7 5 ) ;  R e

i;
ij U - 7 8 - 4  ( 3 3  )
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M i c h i g a n  B e l l  T e l e p h o n e  C o m p a n y , 1 5  P U R  4 t h  2 0 9  ( M i c h i g a n  

P u b l i c  S e r v i c e  C o m m i s s i o n ,  1 9 7 6 ) ;  R e  S o u t h e r n  U n i o n  C-as 

C o m p a n y , 1 2  P U R  4 t h  2 1 9  ( N e w  M e x i c o  P u b l i c  S e r v i c e  C o m m i s ­

s i o n ,  1 9 7 5 ) )  T h e  C o m m i s s i o n  c o n c u r s  w i t h  t h i s  a p p o a c h  t o  

d e t e r m i n i n g  t h e  a p p r o p r i a t e n e s s  o f  t h e  e.mount  e x p e n s e d  f o r  

a d v e r t i s i n g .

A d v e r t i s i n g  e x p e n s e  h a s  l o n g  b e e n  a s u b j e c t  o f  

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

l o b b y i n g ,  a n d  p u b l i c  r e l a t i o n s  e x p e n s e s .  I t  i s  t h e  C o m m i s ­

s i o n ' s  b e l i e f  t h a t  t h e  L e g i s l a t u r e  i n t e n d e d  t o  a r t i c u l a t e  a 

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

t h e  a m e n d m e n t  t o  A S  4 2 . 0 5 . 3 8 1 ( a )  g o v e r n i n g  p o l i t i c a l  c o n t r i ­

b u t i o n s  a n d  p u b l i c  r e l a t i o n s .  H o w e v e r ,  a s s u m i n g  a r g u e n d o  

t h a t  A l a s c o m ' s  i n t e r p r e t a t i o n  o f  l e g i s l a t i v e  h i s t o r y  is 

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

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

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

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

t o  t h e  n o n - a d v e r t i s i n g  c o m p o n e n t  o f  A c c o u n t  6 4 2 ,  w h i c h  

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

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

s t r a t e  t h a t  t e s t  y e a r  e x p e n s e s  w e r e  p r o p e r l y  i n c o r p o r a t e d  

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

t h a t  1 9 7 8  e x p e n s e s  h a d  b e e n  r e d i r e c t e d  i n  c o n f o r m a n c e  w i t h  

a p p l i c a b l e  l a w .

F o r  t h e  a b o v e  r e a s o n s ,  t h e  C o m m i s s i o n  b e l i e v e s  i t  

h a s  n o  o p t i o n  b u t  t o  a d o p t  S t a f f ' s  p r o  f o r m a  A d j u s t m e n t  

N o .  3 5 .  I n  a d d i t i o n ,  t h e  C o m m i s s i o n  p l a c e s  A l a s c o m  o n  

n o t i c e  t h a t  i t  c o n s i d e r s  a d v e r t i s i n g  e x p e n s e ,  a s  w e l l  as

U - 7 8 - 4 ( 3 3 ) Q  
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n o n - p o l i t i c a l  c o n t r i b u t i o n s  a n d  l o b b y i n g  e x p e n s e s ,  t o  f a l l  

w i t h i n  t h e  p u r v i e w  o f  p u b l i c  r e l a t i o n s  i n  A S  4 2 . 0 5 . 3 8 1 ( a )  

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

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

27
< ' < *
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31

32

6 C o n t r i b u t i o n s  E x p e n s e  ~ ^ )

6 ' • i n  i t s  p r o  f o r m a  A d j u s t m e n t  N o .  11,  S t a f f  r e d u c e d

^ t o t  1 c o m p a n y  c o m m e r c i a l  e x p e n s e s  b y  $ 5 4 , 9 9 6  t o  e l i m i n a t e  

c o n t r i b u t i o n s  a n d  d o n a t i o n s  f r o m  c o s t  o f  s e r v i c e .  S t a f f  

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

3 1 . 3 6 3 ,  M i s c e l l a n e o u s  I n c o m e  C h a r g e s ,  a s  p r e s c r i b e d  i n  t h e  

F C C  u n i f o r m  s y s t e m  o f  a c c o u n t s ,  i n s t e a d  o f  A c c o u n t  3 1 . 6 4 2 ,  

A d v e r t i s i n g  E x p e n s e .  I t  w a s  f u r t h e r  s u g g e s t e d  b y  S t a f f  

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

d o w n  o f  e x p e n s e s  f o r  g i f t s  a n d  d o n a t i o n s  o n  S c h e d u l e  4 3  o f  

F C C  F o r m  M.

S t a f f ' s  p r o p o s e d  d i s a l l o w a n c e  w a s  b a s e d  i n  p a r t  o n  

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

r a t e p a y e r s '  k n o w l e d g e  o r  c o n s e n t  a n d  t h e r e f o r e  a r e  p r o p e r l y  

c h a r g e a b l e  a s  a s t o c k h o l d e r  i t e m . "  ( S t a f f  B r i e f  a n d  A r g u m e n t  

C o s t  o f  S e r v i c e  A d j u s t m e n t s ,  p. 3 1 )  S t a f f  a l s o  m a i n t a i n e d  

t h a t  i n s o f a r  a s  c o n t r i b u t i o n s  were' a f o r m  o f  p u b l i c  r e l a t i o n s  

A S  4 2 . 0 5 . 3 8 1 ( a )  p r e c l u d e d  t h e i r  c o n s i d e r a t i o n  i n  c o s t  o f

s e r v i c e .

T h e  c o m p a n y  o p p o s e d  S t a f f ' s  p r o  f o r m a  a d j u s t m e n t  

f o r  s e v e r a l  r e a s o n s .  F i r s t ,  A l a s c o m  h a d  a r e s p o n s i b i l i t y  as

5 « . . . . .
< 3 * z ( a c o r p o r a t e  c i t i z e n  t o  p a r t i c i p a t e  i n  c o m m u n i t y  c a u s e s

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

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

gg ! i m a g e  o f  t h e  c o m p a n y  i n  t h e  c o m m u n i t y .  T h i r d ,  t h e  a m o u n t s

U - 7 8 - 4 ( 3 3  )
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I

and variety of beneficiaries of test year contributions were 

2 j reasonable. Lastly, contributions have been recognized as a

2 legitimate operating expense in a number of jurisdictions.

4 The intervenors generally agreed with Staff's-

g position. DOD noted that:

^ The Federal Executive Agencies, as  ̂ ratepayer,
object to the diversion of federal tax dollars 

7 •• intended to pay for service to serve to
enhance RCAA's corporate image. Such an 

g expenditure is clearly of greatest benefit to
the shareholder and should be borne by the 

g shareholder. (Brief of the Federal Executive
Agencies on the Operating Expenses and Revenue

10 Issues, p. 10)

11 After citing Alascom's threats to curtail contribu-

12 t i o n s  i f  d i s a l l o w e d  b y  t h e  C o m m i s s i o n ,  A L S C  a n d  A k P I R G

13 , o b s e r v e d  t h a t :

14 For all RCAA's protestations about its
responsibilities as a corporate citizen, it

15 appears to take these responsibilities seriously 
and genuinely only when it is the ratepayers'

16 donation not RCAA's. (ALSC and A k P I R G  Rate 
Base, Operating Expenses and Revenues Brief,

17 p. 3 3 )

18

19

20 

21 

22 

23 

2*1 

26 

26

The inclusion of contributions in allowable 

operating expenses is a ratemaking issue which has been 

exhaustively debated in other jurisdictions with resulting 

decisions on both sides of the question. Thus, a determina­

tion turns largely on the ratemaking philosophy of the 

Commission. Based on its review of the arguments presented 

in this case and its knowledge of relevant commission and 

court cases, the Commission concludes as a matter of policy 

z j>7 that contributions should not be permitted in cost of service.

2g The rationale underlying this position is aptly stated in

2 9 i the following excerpts from decisions by other commissions: 

og j Dues, as donations, and contributions, if included
I as an expense for rate-making purposes, become

U - 7 8 - 4 ( 3 3 ) 0  O
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10

11

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

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

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

2 s o u r c e  a n d  t h e r e b y  a v o i d  s u c h  a l e v y .  R a t e ­

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

3 d i r e c t l y  t o  w o r t h y  c a u s e s  a n d  n o t  i n v o l u n ­

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

4 ( R e  P a c i f i c  T e l e p h o n e  &  T e l e g r a p h  C o m p a n y ,

53  P U R  3 r d  5 1 3  a t  5 8 6  ( C a l i f o r n i a  P u b l i c  U t i l i t i e s

® C o m m i s s i o n ,  1 9 6 4 ) )

6 * * 1:

^ . T h e  C o m m i s s i o n ,  i n  i t s  p a s t  o r d e r s  f o r

„ a p p l i c a n t  i n c l u d i n g  t h e  l a s t  e l e c t r i c  r a t e  c a s e ,

C a s e  N o .  U - 4 1 7 4 ,  a d o p t e d  t h e  s t a f f ' s  p o s i t i o n

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

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

p a y e r s  t o  g r o u p s  t h a t  t h e y  m i g h t  n o t  s u p p o r t  i f  

g i v e n  a c h o i c e  a n d  s i n c e  a p p l i c a n t ' s  s t o c k h o l d e r s  

h a v e  t h e  c h o i c e  o f  w h i c h  g r o u p s  t h e y  w i s h  t o  

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

2̂ : t h e s e  g r o u p s .  ( R e  C o n s u m e r s  P o w e r  C o . , 3 P U R  4 t h

3 2 1  a t  3 3 1  ( M i c h i g a n  P u b l i c  S e r v i c e  C o m m i s s i o n ,

13 ' 1 9 7 4 ) )

< .  * * *
14

15 W e  h a v e  a l w a y s  r e j e c t e d  t h e  i n c l u s i o n  o f  t h e s e  

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

16 w a s  a f f i r m e d  b y  t h e  I o w a  S u p r e m e  C o u r t  i n  D a v e n p o r t  

W a t e r .  C o m p a n y  a s s e r t s  t h a t  m a k i n g  c h a r i t a b l e  c o n -

17 t r i b u t i o n s  i n  r e a s o n a b l e  a m o u n t s  a r e  o r d i n a r y ,  

n e c e s s a r y ,  a n d  a p p r o p r i a t e  c o s t s  o f  r e n d e r i n g

18 u t i l i t y  s e r v i c e s .  T h i s  a r g u m e n t  n e c e s s a r i l y  

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

19 s e r v i c e  a r e a  i s  n e c e s s a r y  f o r  a p u b l i c  u t i l i t y .

20 W h i l e  g o o d w i l l  a n d  a g o o d  p u b l i c  i m a g e  m a y

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

21 b u s i n e s s ,  a s  w e  h a v e  s a i d  b e f o r e ,  f u n d s  e x p e n d e d  

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

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

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

23 r a t e p a y e r .  T h i s  i s  n o t  t o  s a y  t h a t  t h e  c o m p a n y  

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

24 c o n t r i b u t i o n s  s h o u l d  c o m e  f r o m  t h e  s t o c k h o l d e r ' s

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

E k I « 26 c o n t r i b u t i o n s  f r o m  c o m p a n y ' s  c o s t  o f  s e r v i c e .

S ; {  ? ( R e  I o w a  P o w e r  a n d  L i g h t  C o m p a n y , 6 P U R  4 t h

2 C 3 ^ 4 4 6  a t  4 5 3  ( I o w a  S t a t e  C o m m e r c e  C o m m i s s i o n ,  1 9 7 4 ) )

27

28

29

30

3 1 U-78-4 (33 )
3 2 'i Page 93

5 ju ? c Guided by the reasoning and principles articulated

supra, the Commission adopts Staff's pro forma Adjustment 

No. 11 excluding contributions from permissible operating

i.



e x p e n s e s .  T h i s  c o n c l u s i o n  i s  a l s o  c o n s i s t e n t  w i t h  t h e  

s p i r i t ,  i f  n o t  t h e  l e t t e r ,  o f  A S  4 2 . 0 5 . 3 8 1 ( a ) .  N o n e t h e l e s s ,  

t h e  C o m m i s s i o n ' s  p o s i t i o n  w o u l d  b e  t h e  s a m e  e v e n  i f  a l e g a l  

i n t e r p r e t a t i o n  o f  t h e  s c o p e  o f  A S  4 2 . 0 5 . 3 8 1 ( a )  c o n t r a r y  t o  

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

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

(1) K e e p i n g  R C A  A l a s c o m  i n f o r m e d  o f  a n y  a n d  

a l l  s t a t e / l o c a l  g o v e r n m e n t  a c t i o n s  w h i c h  h a v e  

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

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

t h e  R C A  A l a s c o m  e n t e r p r i s e  i n  A l a s k a .

(2) O r ,  c o n v e r s e l v ,  k e e p i n g  s t a t e / l o c a l ,  

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

c o m m i t t e e s ,  a g e n c i e s  i n f o r m e d  o f  R C A  

A l a s c o m ' s  a c t i v i t i e s .

(3) A d v i s i n g  a n d  c o n s u l t i n g  w i t h  R C A  A l a s c o m  

o n  m a t t e r s  a r i s i n g  o u t  o f  P o i n t s  1 a n d  2.
( T - l l ,  p. 18 )

b o o k e d  t o  A c c o u n t  3 1 . 6 6 1 ,  E x e c u t i v e  D e p a r t m e n t ,  b e  r e c l a s s i ­

f i e d  t o  A c c o u n t  3 1 . 3 2 3 ,  M i s c e l l a n e o u s  I n c o m e  C h a r g e s ,  a n d  b e  

e x c l u d e d  f r o m  c o s t  o f  s e r v i c e .  T h e  b a s i s  o f  S t a f f ' s  p r o  

f o r m a  A d j u s t m e n t  N o .  1 2  w a s  t h a t  l o b b y i n g  w a s  a f o r m  o f  

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

to q u a l i f y  f o r  i n c l u s i o n  i n  r a t e s  u n d e r  A S  4 2 . 0 5 . 3 8 1 ( a ) .  

S t a f f  a l s o  b e l i e v e d  t h a t  " l o b b y i n g  e x p e n d i t u r e s  s h o u l d  b e  

d i s a l l o w e d  g e n e r a l l y  a s  a m a t t e r  o f  p o l i c y . "  ( S t a f f  B r i e f  

a n d  A r g u m e n t :  C o s t  o f  S e r v i c e  A d j u s t m e n t s ,  p. 3 3 )

T h e  c o m p a n y  d i d  n o t  n e c e s s a r i l y  d i s p u t e  S t a f f ' s  

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

b u t  o p p o s e d  S t a f f ' s  p r o p o s e d  r a t e m a k i n g  t r e a t m e n t  o f  t h i s

I n  1 9 7 6 ,  A l a s c o m  p a i d  $ 2 4 , 0 4 5  f o r  t h e  r e t a i n e r  a n d

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

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

o p e r a t i n g  e x p e n s e  b e c a u s e  i t  s e r v e d  t o  p r o t e c t  t h e  r a t e p a y e r  

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

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

t i o n  o f  l o b b y i n g  e x p e n s e  i n  r a t e s  w a s  p e r m i t t e d  b y  A S  4 2 . 0 5 -  

. 3 8 1 ( a ) .

I n t e r v e n o r s  D O D ,  A L S C ,  a n d  A k P I R G  s u p p o r t e d  

S t a f f ' s  p r o  f o r m a  a d j u s t m e n t .  A L S C  a n d  A k P I R G  o b s e r v e d :

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

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

R C A A ,  p e r h a p s  t o  t h e  b e n e f i t  o f  t h e  r a t e ­

p a y e r ,  p e r h a p s  a t  t h e  r a t e p a y e r ' s  e x p e n s e ,  

b u t  a l w a y s  i n  t h e  s t o c k h o l d e r ' s  i n s t r e s t  

[ s i c ]  . W i t h o u t  s p e c i f i c  r e l a t i o n s h i p s  i n  t h e  

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

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

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

d a n g e r o u s .  ( A L S C  a n d  A k P I R G  R a t e  B a s e ,

25 O p e r a t i n g  E x p e n s e s  a n d  r e v e n u e s  B r i e f ,  p. 3 7 )

L r k e  c o n t r i b u t i o n s ,  t h i s  i s  a n  i s s u e  w h i c h  h a s  

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

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

i n g  t h i s  q u e s t i o n  t h e  C o m m i s s i o n  f i n d s  t h e  f o l l o w i n g  d i s c u s ­

s i o n  o n  p o i n t :

D e n y i n g  l o b b y i n g  e x p e n s e s  a s  a d v a n c e d  b y  s t a f f  is

22 a m a t t e r  o f  f i r s t  i m p r e s s i o n  f o r  t h i s  c o m m i s s i o n .  

W e  h a v e  e x a m i n e d  t h e  o p i n i o n s  o f  s e v e r a l  c o m m i s -

23 s i o n s  o f  o u r  s i s t e r  s t a t e s  a n d  h a v e  c o m e  t o  t h e  

c o n c l u s i o n  t h a t  t h e  b i t t e r  [ s i c ]  p o l i c y  i s  t o  b e

24 t o  e l i m i n a t e  t h e s e  e x p e n s e s  i n  o r d e r  t o  m a i n t a i n

o * _ p u b l i c  c o n f i d e n c e .  S e e  R e  L i n c o l n  T e l e p h .  &

E t : 2  20 T e l e g .  C o .  ( K a n .  1 9 7 5 )  1 2  P U R  4 t h  79 ,  8 3 .  S o m e

c o m m i s s i o n s  s u c h  a s  t h e  M a i n e ,  P u b l i c  U t i l i t i e s  

2 C j £ ^  C o m m i s s i o n  h a v e  t a k e n  t h e  p o s i t i o n  t h a t  l o b b y i n g

► 3 <  £ e x p e n s e s  s h o u l d  b e  d i s a l l o w e d  w i t h o u t  q u e s t i o n .

5 r j| ° H  R e  C e n t r a l  M a i n e  P o w e r  C o .  ( M e  1 9 7 2 ) .  D o c k e t  F. C

j o * a ^  N o .  1 9 5 4 ,  a n d  R e  N e w  E n g l a n d  T e l e p h .  &  T e l e g .

^  : C o .  ( M e  1 1 7 4 )  5 P U R  4 t h  3 8 7 .  O t h e r  c o m m i s s i o n s

■ z ™ l e a n  t o w a r d s  d i s a l l o w a n c e  i n  t h e  a b s e n c e  o f  a

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

p j  .! b e n e f i t  i t s  c u s t o m e r s  a s  d i s t i n g u i s h e d  f r o m  i t s

i n v e s t o r s .  R e  N e w  E n g l a n d  T e l e p h .  & T e l e g .  Co.

U - 7 8 - 4 (33 )
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( M a s s  1 9 7 5 )  1 1  P U R  4 t h  2 9 7 ,  3 0 5 .  O n  b a l a n c e  w e  

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

l o b b y i n g  e x p e n s e s  a s  a c h a r g e  t o  o p e r a t i o n s  i s  

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

e i t h e r  t o  a d v o c a t e  o r  t o  d e c i d e  w h i c h  l e g i s l a t i o n  

s h o u l d  b e  s u p p o r t e d  o r  w o r k e d  a g a i n s t .  A  s i m i l a r  

d e c i s i o n  w a s  m a d e  b y  t h e  I l l i n o i s  C o m m e r c e  C o m ­

m i s s i o n  i n  t h e  c a s e  o f  I l l i n o i s  B e l l  T e l e p h .  Co .  

v. I l l i n o i s  C o m m e r c e  C o m m i s s i o n  ( 1 9 7 3 )  5 5  1 1 1  2 d  

4 6 1 ,  3 P U R  4 t h  36 ,  3 0 3  N E  2 d  3 6 4 .  O u r  d e c i s i o n  d o e s  

n o t  a b r o g a t e  t h e  r i g h t  o f  t h e  a p p l i c a n t  t o  e n g a g e  

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

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

t h e  i n v e s t o r  r a t h e r  t h a n  t o  t h e  r a t e p a y e r .

(R e  S o u t h w e s t e r n  B e l l  T e l e p h o n e  C o m p a n y , 1 9  P U R  

4 t h ,  1, 2 7 - 2 8  ( K a n s a s  S t a t e  C o r p o r a t i o n  C o m m i s s i o n ,

1 9 7 7 ) )

F o r  t h e  r e a s o n s  d e l i n e a t e d  b y  t h e  K a n s a s  a n d  o t h e r  

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

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

e x p e n s e  i s  n o t  a p r o p e r  c o m p o n e n t  o f  c o s t  o f  s e r v i c e .  I n  

a d d i t i o n  t o  t h e  p r i n c i p l e  i n v o l v e d ,  i t  i s  a l s o  r e a s o n a b l e  t o  

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

i n  r a t e s  b y  A S  4 2 . 0 5 . 3 8 1 ( a ) .

C o n t i n u i n g  P r o p e r t y  R e c o r d s  E x p e n s e

S t a f f  h a s  p r o p o s e d  t w o  p r o  f o r m a  a d j u s t m e n t s  t o  

c o s t s  a s s o c i a t e d  w i t h  t h e  c o m p a n y ' s  C P R s ,  o n e  o f  w h i c h  h a s  

a p p a r e n t l y  b e e n  s u p e r s e d e d  b y  S t a f f ' s  f i n a l  a r g u m e n t  o n  i t s  

t h i r d  a d d i t i o n a l  i s s u e ,  r e a s o n a b l e n e s s  o f  C P R  d e v e l o p m e n t  c o s t s .

S t a f f  A d j u s t m e n t  N o .  1 0  r e d u c e d  A c c o u n t  662,

A c c o u n t i n g  D e p a r t m e n t ,  b y  $ 7 2 , 8 5 7 :

... t o  e l i m i n a t e  f r o m  t h e  C o m p a n y ' s  c o s t  o f  

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

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

T h e  e x p e n s e  r e l a t e s  t o  s p e c i a l  s e r v i c e s  

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

t o  C o n t i n u i n g  P r o p e r t y  R e c o r d s  ( C P R )  a n d  t h e  

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

s h o u l d  n o t  b e  e x p e c t e d  t o  b e  r e c u r r i n g ,  t h e  

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

p r e v e n t  a n  o v e r - r e c o v e r y .  ( T - l l ,  p. 1 8 )

U - 7 8 - 4 (33 ) 
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( ^ Xffiliated Interest ExpensesT^

At the time of the filing of TA112-98, Alascom, 

formerly RCA Alaska Communications, Inc. was a wholly-owned 

subsidiary of RCA Corporation (RCA). The utility was sub- 

g scquently purchased by PACOM, Inc., a wholly-owned subsidiary

g of Pacific Power & Light company. (U-79-ll(4)) One of the

rj conditions attached to the Commission's approval of the

g acquisition of Alascom by PACOM, Inc. was that the utility

g would continue to be treated as if it were a subsidiary of

jq RCA for the purposes of analyzing and determining Docket

U-78-4. (U-78-4(13))

During the test period there were.several financial 

transactions between Alascom and its then corporate family.

AS 42.05.511(c) governs the Commission's assessment of the 

reasonableness and propriety of such expenditures.. It 

provides:

In a rate proceeding, the utility involved has the 
burden of proving that any written or unwritten 
contract or arrangement it may have with any of 
its affiliated interests for the furnishing of any 
services or for the purchase, sale, lease or 
exchange of any property is necessary and con­
sistent with the public interest and that the 
payment made therefor, or consideration given, is 
reasonably based, in part, upon the submission of 
satisfactory proof as to the cost to the affiliated 
interest of furnishing the service or property 
and, in part, upon the estimated cost the utility 
would have incurred if it furnished the service or 
property with its own personnel and capital.

The affiliated interest transactions which follow vill be

evaluated under this statutory standard.

(a ) General Services Agreement

Alascom entered a General Services Agreemei.t with

RCA, effective September 1, 1979, for the acquisition of

expertise and services in a number of areas, including the

U - 7 8 - 4 (33 ) O  ' O
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4

to be offered or provided. For the years 1976 and
1 1977, special surveys and analyses were conducted

after year end to determine that the amount of
2 assessments was not disproportionate to the leve] 

of corporate effort expended on Alascom. Commenc-° ing in 1978 and continuing thereafter, a detailed
survey of corporate staff departments will be made 
at the end of each year and the assessment to 
Alascom will be adjusted in the final accounting 
closing in January to the exact cost of corporate 

. staff effort determined to have been expended on
Alascom's behalf.

7
' * * *

8  '
T o  t h e  g r e a t e s t  e x t e n t  p o s s i b l e ,  t h e s e  a m o u n t s  a r e

g d e t e r m i n e d  f r o m  o f f i c i a l  t i m e  o r  e x p e n s e  r e c o r d s
m a i n t a i n e d  b y  t h e  C o r p o r a t i o n .  F o r  e x a m p l e ,  in 

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

t h e  c o r p o r a t e  r e s e a r c h  l a b o r a t o r i e s  o n  b e h a l f  o f

-q  RCA Alascom, individual project logs are main­
tained, much like a "job order" system, recording

12 ; labor, material and other costs associated with
, each project. In certain departments such as

13 auditing and law, detailed time records are 
maintained by each professional. In other areas,

14 employee expense reports or invoices provide a 
source of information as to time and efforts spent

15 on Alascom matters. However, there are also 
departments within corporate staff where detailed

16 records are not maintained, or where the division 
or level of effort cannot be easily determined but

17 which nonetheless represent costs properly borne 
by Alascom. In these instances, an apportionment

18 of costs is made among all of RCA's subsidiaries 
and divisions benefiting from that staff effort.

19 (T - 5 , p p .  3 - 5 )

-0 During the 1976 test year $1,314,961 was booked to

21 Account 674, General Services and Licenses, for the amount

22 paid RCA. This amount has also been used by Alascom for the

23 purpose of computing its revenue requirement. Witness 

Butler presented the results of a study initated by RCA in 

February, 1977, which indicated that services in the amount 

of $1,177,600 were provided to Alascom in 1976. In addition,

24

25
26

2 21
1 R C A  w a s  a d v i s e d  b y  R C A  G l o b c o m  t h a t  t h e  l a t t e r  h a d  p r o v i d e d

28
s e r v i c e s  i n  t h e  a m o u n t  o f  $ 3 5 1 , 2 0 0  t o  A l a s c o m  i n  19 76,  f o r  a 

t o t a l  o f  $ 1 , 5 2 8 , 8 0 0  w o r t h  o f  s e r v i c e s  u n d e r  t h e  r e s p e c t i v e  

s e r v i c e  a g r e e m e n t s .  T h e  r e s u l t s  o f  R C A ' s  a n a l y s e s  wer e

U - 7 8 - 4 ( 3 3 )  O  O
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f o l l o w i n g :  f i n a n c e  a n d  a c c o u n t i n g ;  a u d i t i n g ;  t a x e s ;  m a n a g e ­

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

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

c o r p o r a t e  a d m i n i s t r a t i o n ;  • a n d  r e s e - r c h  a n d  t e c h n i c a l  s e r v i c e s .  

(T-6 , S c h e d u l e  M E H - 1 3 )  T h i s  c o n t r a  ;t s u p e r s e d e d  a s i m i l a r

3

4

5

a g r e e m e n t  w i t h  R C A  G l o b a l  C o m m u n i c a t i o n s ,  In c.  ( R C A  G l o b c o m )
G '

g o v e r n i n g  t h e  p e r i o d  p r i o r  t o  A l a s c o m ' s  d i v e s t i t u r e  f r o m

t h a t  R C A  s u b s i d i a r y .  ( T -6 S c h e d u l e  M E H - 1 1 )

\
U n d e r  t h e  t e r m s  o f  i t s  c o n t r a c t  w i t h  R C A  G l o b c o m  

A l a s c o m  p a i d  c h a r g e s  e q u i v a l e n t  t o  1 1 / 2  p e r c e n t  o f  i t s  

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

2̂ R C A  G l o b c o m .  T h e  n e w  a g r e e m e n t  w i t h  R C A  f i x e d  t h e  m a n a g e m e n t

2g f e e  f o r  1 9 7 6  a t  $ 1 , 3 1 5 , 0 0 0  o f  w h i c h  $ 1 , 0 5 1 , 0 0 0  w a s  p a i d  t o

R C A  G l o b c o m  f o r  s e r v i c e s  r e n d e r e d  f r o m  J a n u a r y  1 t h r o u g h  

jg A u g u s t  31 , 1 9 7 6 ,  a n d  $ 2 6 4 , 0 0 0  t o  R C A  f o r  s e r v i c e s  p r o v i d e d

26 f r o m  S e p t e m b e r  1 t h r o u g h  D e c e m b e r  31,  1 9 7 6 .  B e g i n n i n g

27 J a n u a r y  1, 1 9 7 7 ,  t h e  u t i l i t y  w o u l d  p a y  R C A  a f a i r  a n d  r e a s o n -

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

19 s u b j e c t  t o  a n n u a l  r e v i e w  o f  t h e  c h a r g e s  a n d  i n s p e c t i o n  o f  
«

20 R C A  d o c u m e n t a t i o n  o f  c o s t s  a n d  c o s t  a l l o c a t i o n s .  A l a s c o m  a n d

21 R C A  h a d  a g r e e d  t o  a 1 9 7 7  e s t i m a t e  o f  $ 1 , 7 0 0 , 0 0 0 .

22 T h e  m e c h a n i c s  o f  p a s t  a n d  p r o s p e c t i v e  d e t e r m i n a t i o n s

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

2^ t h e  p r e f i l e d  t e s t i m o n y  o f  A l a s c o m  w i t n e s s  R o b e r t  C. B u t l e r ,

25 V i c e  P r e s i d e n t  a n d  C o n t r o l l e r  o f  R C A ,  a s  f o l l o w s :

26 T h e  a m o u n t  R C A  A l a s c o m  i s  a s s e s s e d  a n n u a l l y  r e p r e s e n t s

7 t h e  b e s t  e s t i m a t e  o f  t h e  c o s t s  i n c u r r e d  b y  R C A

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

A s  I i n d i c a t e d  e a r l i e r ,  t h i s  e s t i m a t e  i s  d e v e l o p e d  

i n  t h e  m i d d l e  o f  e a c h  y e a r  f o r  i n c l u s i o n  i n  A l a s c o m ' s  

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

is b a s e d  o n  p a s t  e x p e r i e n c e  a n d  f a c t o r e d  f o r

j on i n f l a t i o n  a n d  a n y  k n o w n  c h a n g e s  i n  t h e  s e r v i c e s

U - 7 8 - 4 ( 3 3 )
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32 ,

a t t a c h e d  as  S c h e d u l e  R C B - 1  t o  T - 1 0  a n d  a r e  r e p r o d u c e d ,  a s  

c o r r e c t e d ,  as  A p p e n d i x  II t o  t h i s  O r d e r .  W o r k  p a p e r s  

s u p p o r t i n g  t h e  s t u d y  w e r e  s u b m i t t e d  d u r i n g  t h e  h e a r i n g  a n d  

a t t a c h e d  t o  B u t l e r ' s  t e s t i m o n y .  B u t l e r  w a s  s u b j e c t e d  t o  

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

t h i s  d o c u m e n t a t i o n .  (II T r . 8 8 7 - 9 8 6 )

I n  a d d i t i o n ,  A l a s c o m  i n d e p e n d e n t l y  e v a l u a t e d  t h e  

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

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

• ... t h e  C o r p o r a t e  A s s e s s m e n t  ( $ 1 , 3 1 5 , 0 0 0 )  is

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

o f  t h e  f o l l o w i n g  s t a n d a r d s :

1) W h a t  i t  w o u l d  c o s t  A l a s c o m  t o  

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

t h e  a i d  o f  R C A .

2) W h a t  i t  w o u l d  c o s t  A l a s c o m  t o  

p u r c h a s e  t h e  s e r v i c e s  t h r o u g h  a 

t h i r d  p a r t y .

15 3) W h a t  e x p e n s e s  A l a s c o m  w o u l d  h a v e

i n c u r r e d  i f  i t  w e r e  p u b l i c l y  h e l d

17 c o r p o r a t i o n .  ( E x h i b i t  12, p. 2)

18

19 T h e  u t i l i t y ' s  i n - h o u s e  s t u d y  e x a m i n e d  s e r v i c e s  p r o v i d e d  in

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

21 ' a u d i t i n g ,  c a p i t a l  p r o j e c t s ,  t r e a s u r y ,  f i n a n c i a l  a n a l y s e s ,
'I

22 c o m m u n i c a t i o n s  g r o u p  s t a f f ,  i n d u s t r i a l  r e l a t i o n s ,  a n d  c o r -

23 porot.e e x p e n s e .  'Die c o m p a n y  w a s  c h a r g e d  $ 5 0 9 , 9 4 0  f o r  t h e s e

24 s e r v i c e s ,  a l t h o u g h  t h e i r  v a l u e  t o  A l a s c o m  w a s  e s t i m a t e d  a t

25 a p p r o x i m a t e l y  $ 6 6 0 , 7 5 5 .  A p p l y i n g  t h i s  r e l a t i o n s h i p  t o  t h e

26 b a l a n c e  o f  s e r v i c e s  n o t  s t u d i e d  r e s u l t e d  i n  a n  e s t i m a t e d

27 , v a l u a t i o n  o f  t o t a l  s e r v i c e s  f r o m  R C A  i n  e x c e s s  o f  $ 1 . 5

J m i l l i o n .  T h u s ,  t h e  u t i l i t y ' s  s t u d y  c o n c l u d e d  t h a t ,  " i t  is
U
X «")Q

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

R C A  e x c e e d s  t h e  a m o u n t  a s s e s s e d . "  ( E x h i b i t  12, p. 14)

U - 7 8 - 4 ( 3 3  )
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B a s e d  o n  t h e  d e t a i l e d  a n a l y s i s  p e r f o r m e d  b y  t h e  

u t i l i t y  a n d  i t s  p a r e n t ,  A l a s c o m  c o n t e n d e d  t h a t  t h e  $ 1 . 3  m i l ­

l i o n  m a n a g e m e n t  f e e  t o  R C A  i n c l u d e d  i n  t e s t  y e a r  o p e r a t i n g  

e x p e n s e s  w a s  a r e a s o n a b l e  a n d  p r o p e r  a m o u n t .  T h e  u t i l i t y  

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

s e r v i c e s  o f  R C A  C o r p o r a t i o n  i s  a r e a s o n a b l e  c h a r g e  i n  l i g h t  

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

c h a r g e s , "  i . e .  o n  a f o r m u l a  b a s i s  s u c h  a s  a p e r c e n t a g e  o f  

a n n u a l  g r o s s  r e v e n u e s .  (II T r .  2 4 0 )  T h u s ,  A l a s c o m  a s s e r t e d  

t h a t  i t  h a d  m e t  i t s  b u r d e n  o f  p r o o f  u n d e r  A S  4 2 . 0 5 . 5 1 1 ( c )  

t h a t  t h e  s e r v i c e s  w e r e  n e c e s s a r y  a n d  d e s i r a b l e  a n d  t h e  

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

I n  i t s  p r e - f i l e d  t e s t i m o n y  S t a f f  s p e c i f i c a l l y  

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

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

p r o p o s e  a n y  c o s t  o f  s e r v i c e  a d j u s t m e n t s .  H o w e v e r ,  i n  i t s  

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

S t a f f  a r g u e d  t h a t  t h e  u t i l i t y  h a d  f a i l e d  t o  p r o v e  b o t h  t h a t  

t h e  s e r v i c e s  r e c e i v e d  f r o m  R C A  w e r e  n e c e s s a r y  a n d  t h a t  t h e  

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

u n d e r  A S  4 2 . 0 5 . 5 1 1 ( c ) .  S t a f f  p o i n t e d l y  r e j e c t e d  a n y  a t t e m p t  

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

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

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

a p p l i c a b l e  A l a s k a  l aw .

S t a f f  c o n c l u d e d  t h a t  t h e  u t i l i t y ' s  e v i d e n c e  w a s  

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

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

c o r p o r a t e  a s s e s s m e n t  p a i d  R C A  r e d u c i n g  i t  f r o m  $ 1 , 3 1 4 , 9 6 1  to  

$ 7 5 6 , 3 9 4 .

U - 7 8 - 4 ( 3 3 )  Q  O
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o o 1

F i r s t ,  n o  d o c u m e n t a t i o n  h a d  b e e n  p r o v i d e d  t o  

s u p p o r t  t h e  $ 3 5 1 , 2 0 0  i n  s e r v i c e s  a l l e g e d l y  p r o v i d e d  b y  R C A  

G l o b c o m  d u r i n g  1 9 7 5 ,  a n d  t h u s ,  n o  a m o u n t  i n  e x c e s s  o f  t h e  

$ 1 , 1 7 7 , 6 0 0  i n c l u d e d  i n  B u t l e r ' s  s u r v e y  s h o u l d  b e  c o n s i d e r e d  

i n  c o s t  o f  s e r v i c e ,  a c c o r d i n g  t o  S t a f f .

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

b y  $ 2 9 , 6 5 6  f o r  c o n s u l t i n g  s e r v i c e s  b r o a d l y  r e l a t e d  t o  A l a s k a n  

t e l e c o m m u n i c a t i o n s  a n d  b y  $ 5 6 , 5 0 6  f o r  a n  A l a s c o m  p l a n n i n g  

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

a s  " a  c a t c h - a l l  t a s k  t o  c o v e r  t h e  e f f o r t  r e q u i r e d  i n  m a i n t a i n ­

i n g  l i a i s o n  w i t h  t h e  c o m m u n i c a t i o n  g r o u p  o f  R C A  b u s i n e s s e s  

i n  d e f i n i n g  R & D  t a s k s  t o  b e  u n d e r t a k e n  a t  P r i n c e t o n . "  ( T - 1 0 ,  

S c h e d u l e  R C B - 1  S u p p o r t i n g  D a t a ,  p. 3)  S t a f f  m a i n t a i n e d  t h a t  

this- e x p l a n a t i o n  f a i l e d  t o  s u b s t a n t i a t e  t h a t  t h e  e x p e n d i t u r e  

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

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

r a t e  f a m i l y  m o r e  t h a n  i t  d i d  A l a s c o m .  S t a f f  r e j e c t e d  t h e  

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

n e i t h e r  t h e  s u p p o r t i n g  i n f o r m a t i o n  n o r  t h e  u t i l i t y ' s  w i t n e s s e s  

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

u s e s  o f  t h e  m o d e l .

T h i r d ,  S t a f f  p r o p o s e d  t h a t  t h e  $ 2 0 , 2 0 0  e x p e n s e s  

a s s o c i a t e d  w i t h  t h e  F r e q u e n c y  B u r e a u  b e  e l i m i n a t e d  f r o m  t h e  

m a n a g e m e n t  f e e .  T h e  F r e q u e n c y  B u r e a u  i s  t h e  W a s h i n g t o n ,

D . C .  o f f i c e  o f  R C A  w h i c h  i n t e r f a c e s  w i t h  t h e  F C C .  I n  F e b r u a r y  

o f  1 9 7 7 ,  A l a s c o m  o p e n e d  i t s  o w n  o f f i c e  i n  W a s h i n g t o n ,  D . C .  a n d  

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

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

t h e s e  s e r v i c e s  d i r e c t l y .  T h e  u t i l i t y  a c k n o w l e d g e d  t h a t  i t  w a s

U - 7 8 - 4 ( 3 3 }
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n o  l o n g e r  u s i n g  o r  b e i n g  c h a r g e d  f o r  t h e  F r e q u e n c y  B u r e a u  

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

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

p r o p e r  a c c o u n t i n g  t r e a t m e n t  f o r  t h i s  a m o u n t  w a s  n o t  at 

i s s u e ,  S t a f f  r e c o m m e n d e d  t h a t  A l a s c o m  b e  r e q u i r e d  t o  s u b m i t  

c o s t  j u s t i f i c a t i o n  f o r  o p e n i n g  i t s  W a s h i n g t o n ,  D . C .  o f f i c e  

a n d  t o  d i s c l o s e  t h e s e  a m o u n t s  i n  t h e  f u t u r e  o n  S c h e d u l e  4 3  

o f  F o r m  M  f i l e d  w i t h  t h e  F C C .

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

$ 1 9 6 , 2 0 0  w e r e  e l i m i n a t e d  f r o m  t h e  c o r p o r a t e  m a n a g e m e n t  f e e

b y  S t a f f  o n  t h e  b a s i s  t h a t  t h e  2 6 , 0 0 0  m a n - h o u r s  a s s i g n e d  t o

A l a s c o m  w e r e  u n s u p p o r t e d .  S t a f f  f u r t h e r  note.d:

... n o t  o n e  w o r d  a p p e a r s  t o  d e s c r i b e  t h e  

s e r v i c e s  r e n d e r e d  o r  g i v e  a n y  i n d i c a t i o n  as 

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

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

( S t a f f  B r i e f  a n d  A r g u m e n t :  C o s t  o f  S e r v i c e

A d j u s t m e n t s ,  p .  1 0 7 )

S t a f f  s p e c i f i c a l l y  o b j e c t e d  t o  t w o  s u b c o m p o n e n t s  o f  t h i s

e x p e n s e ,  $ 6 2 , 6 9 8  f o r  4 4 0  h o u r s  e x p e n d e d  b y  R C A  E x e c u t i v e

V i c e  P r e s i d e n t  H . R .  H a w k i n s  a n d  $ 3 7 , 9 3 8  c o n t r i b u t e d  to

m o v i n g  e x p e n s e s ,  a s  b e i n g  u n s u b s t a n t i a t e d  a n d  p o s s i b l y

d u p l i c a t i v e ,  r e s p e c t i v e l y .

F i f t h ,  S t a f f  p r o p o s e d  t h a t  t h e  l e v y  a s s o c i a t e d  

w i t h  c o m m u n i t y  r e l a t i o n s / p u b l i c a t i o n s / c o m m u n i c a t i o n s  s e r­

v i c e s  b e  r e d u c e d  b y  $ 2 1 , 6 0 0 .  S t a f f  m a i n t a i n e d  t h a t  c o m­

m u n i t y  r e l a t i o n s  e x p e n s e  o f  $ 2 6 0 , 0 0 0  w a s  s u p e r f l u o u s  g i v e n  

t h e  s u b s t a n t i a l  a m o u n t  a l r e a d y  i n c o r p o r a t e d  i n  t h e  u t i l i t y ' s  

o p e r a t i n g  e x p e n s e s  f o r  t h i s  p u r p o s e .  A l a s c o m ' s  s h a r e  o f  

R C A ' s  c o r p o r a t e  a n n u a l  r e p o r t  o f  $ 1 9 , 0 0 0  w a s  a l s o  r e m o v e d  b y  

S t a f f  o n  t h e  b a s i s  t h a t  n o  p r o o f  w a s  t e n d e r e d  t h a t  t h e

U - 7 8 - 4 ( 3 3 )
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c o m p a n y  c o u l d  n o t  h a v e  p r o v i d e d  t h i s  s e r v i c e  a t  m o r e  r e a s o n a b l e  1 

c o s t s  u s i n g  i n - h o u s e  p e r s o n n e l .

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

m a n a g e m e n t / c o r p o r a t e  a d m i n i s t r a t i o n  o f  $ 9 7 , 0 0 0 .  T h i s  r e p r e ­

s e n t e d  A l a s c o m ' s  s h a r e  o f  1 / 2 0  o f  t h e  t o t a l  c o s t  o f  t h e  |

c h i e f  e x e c u t i v e  o f f i c e r .  S t a f f  m a i n t a i n e d  t h a t  t h e  r a t e ­

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

b u s i n e s s  j u d g m e n t  o f  i t s  o w n  e x e c u t i v e  m a n a g e m e n t  a n d  w i t h i n  i

t h e  c o n t e x t  o f  t h e  o t h e r  s e r v i c e s  p r o v i d e d  b y  R C A .  T h u s ,

" A b s e n t  s p e c i f i c  a n d  c o n c r e t e  i n s t a n c e s  o f  u n i q u e  b u s i n e s s  

j u d g m e n t s  e x e r c i s e d  b y  E x e c u t i v e  M a n a g e m e n t ,  t h e  l i n e  s h o u l d  

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

a p p a r e n t l y  d u p l i c a t i v e  s e r v i c e s  o f  d o u b t f u l  v a l u e . "  ( S t a f f  

B r i e f  a n d  A r g u m e n t :  C o s t  o f  S e r v i c e  A d j u s t m e n t s ,  p. 1 1 0 )

T h e  r e s u l t a n t  a l l o w a b l e  m a n a g e m e n t  c h a r g e  o f  

$ 7 5 6 , 3 9 4  c o u l d  p r o b a b l y  b e  r e d u c e d  f u r t h e r ,  a c c o r d i n g  t o  

S t a f f .  H o w e v e r ,  t h e  u t i l i t y ' s  p r o o f  w a s  m o r e  c o m p e l l i n g  f o r  

o t h e r  c o m p o n e n t s  o f  t h e  c o r p o r a t e  a s s e s s m e n t ,  a n d  S t a f f  

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

c o s t  o f  s e r v i c e .

F i n a l l y ,  S t a f f  p r o p o s e d  t h a t  r e s p o n s i b i l i t y  f o r  

t h e  a m o u n t  r e m a i n i n g  o f  $ 7 5 6 , 3 9 4  b e  a p p o r t i o n e d  2 / 3  t o  

A l a s c o m  a n d  1 / 3  t o  R C A  i n  r e c o g n i t i o n  o f  t h e  m u t u a l  a n d  

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

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

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

w a s  $ 5 0 4 , 2 8 8 .

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

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

a m o u n t s  p a i d  t o  i t s  p a r e n t .  G O T  m a i n t a i n e d  t h a t  t h e  u t i l i t y
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f a i l e d  to c o m p l y  w i t h  the r e q u i r e m e n t  in AS 4 2 . 0 5 . 5 1 1 ( c )  

t h a t  the a f f i l i a t e d  i n t e r e s t  e x p e n s e  be j u s t i f i e d  r e l a t i v e  

to c o s t s  the u t i l i t y  w o u l d  h a v e  i n c u r r e d  if .it h a d  f u r n i s h e d  

the s e r v i c e s  w i t h  its o w n  p e r s o n n e l  and ca p i t a l .  ( B r i e f  of, 

the O f f i c e  O f  T e l e c o m m u n i c a t i o n s  R e g a r d i n g  O p e r a t i n g  Expenses, 

p. 1) A L S C  a n d  A k P I R G  b a s i c a l l y  a g r e e d  w i t h  th i s  c r i t i c i s m  

and s p e c i f i c a l l y  r e j e c t e d  e f f o r t s  to s a t i s f y  th i s  r e q u i r e m e n t  

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

w e r e  a p u b l i c l y  h e l d  c o r p o r a t i o n .  T h e y  c o n s i d e r e d  this 

fra m e  o f  r e f e r e n c e  to b e  s p e c u l a t i v e  and i r r e l e v a n t .  (ALSC 

and A k P I R G  R a t e  Base, O p e r a t i n g  E x p e n s e s  and R e v e n u e s  Brief, 

p. 39)

A L S C  a n d  A k P I R G  r a i s e d  t w o  g e n e r a l  o b j e c t i o n s  to 

the m a n a g e m e n t  fee p r o p o s e d  b y  A l a s c o m .  First, t h e y  m a i n­

ta i n e d  t h a t  i n a d e q u a t e  s u b s t a n t i a t i o n  of th i s  e x p e n s e  was 

p r e s e n t e d  b y  A l a s c o m .  "For m a n y  c a t e g o r i e s  t h e  c l a i m  for 

i n c l u s i o n  o f  a c h a r g e  is m a r r e d  b e c a u s e  the s u p p o r t i n g  data 

is absent, i n c o m p l e t e ,  or c o n f u s i n g .  In o t h e r s  t h e r e  is no 

testimony, c o n f u s i n g  t e s t i m o n y  o r  l a c k  of a k n o w l e d g e a b l e  

witness. So m e  s e r v i c e s  w e r e  n o t  d e s c r i b e d  b e y o n d  the m o s t  

g e n e r a l  o f  t i r l e s . "  (I_d., p. 40)

A s e c o n d  issue, a c c o r d i n g  to A L S C  a n d  AkPIRG, was 

the p r o p r i e t y  o f  i n c l u d i n g  c e r t a i n  e x p e n s e s ,  for example, 

n o n r e c u r r i n g  or u n u s u a l  items, a r b i t r a r y  a l l o c a t i o n s  of 

c h a r g e s  b a s e d  on a c o r p o r a t e - w i d e  a l l o c a t i o n  percentage, 

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

benefit.

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

w i t h  S t a f f ' s  r e c o m m e n d e d  d i s a l l o w a n c e s  and a l s o  q u e s t i o n e d  

i n c l u s i o n  of t h e  f o l l o w i n g :  all r e s e a r c h  and development;

U - 7 8 - 4 (33 ) /-\ 
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$ 8 4 , 6 0 0  f o r  a c c o u n t i n g  a n d  f o r e c a s t i n g ;  s o m e  p o r t i o n  o f  t h e  

$ 4 2 , 7 0 0  f o r  c a p i t a l  p r o j e c t s  a n d  a n a l y s e s ;  t r e a s u r y  d e p a r t m e n t  

c h a r g e s ;  $ 3 0 , 5 0 0  f o r  f i n a n c i a l  a n a l y s e s ;  $ 8 , 0 1 5  f o r  t a x  

a f f a i r s ;  s o m e  p o r t i o n  o f  t h e  $ 3 5 , 0 6 0  i n  i n d u s t r i a l  r e l a t i o n s  

c h a r g e s ;  a n d  $ 1 1 , 1 0 6  f o r  t h e  f a c i l i t i e s ,  a r c h i t e c t u r e ,  

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

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

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

t o  d e t e r m i n e  w h a t  i s  a f a i r  a n d  r e a s o n a b l e  c h a r g e . "  ( i d . , 

p. 4 8 )  H o w e v e r ,  t h e  A L S C  a n d  A k P I R G  b r i e f  w a s  i n c o n c l u s i v e  

wit.-] r e s p e c t  t o  w h a t  r a t e m a k i n g  t r e a t m e n t  s h o u l d  b e  a p p l i e d  

t o  t h e  q u e s t i o n a b l e  e x p e n s e  c a t e g o r i e s  c i t e d .

T h e  C o m m i s s i o n  r e c o g n i z e s  a n d  a c c e p t s  t h a t  s o m e

m a n a g e m e n t  f e e  f o r  s e r v i c e s  p r o v i d e d  A l a s c o m  b y  R C A  is

a p p r o p r i a t e  i n  t h e  u t i l i t y ' s  c o s t  o f  s e r v i c e .  A t  t h e  s a m e  

«

t i m e ,  t h e  C o m m i s s i o n  c o n c u r s  wir.h S t a f f  a n d  i n t e r v e n o r s  t h a t  

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

e x p e n s e  i s  d e f i c i e n t  i n  m a n y  r e s p e c t s  i n  c o m p l y i n g  w i t h  A S  

4 2 . 0 5 . 5 1 1 ( c ) .  T h i s  m a y  b e  d u e  i n  p a r t  t o  R C A ' s  l a c k  o f

3 i ;

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

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

n o t  r e c u r  u n d e r  A l a s c o m ' s  n e w  o w n e r .  S e t t i n g  a s i d e  t h e  

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

S t a f f ' s  p r o p o s e d  r e d u c t i o n  i n  R C A  M a n a g e m e n t  S e r v i c e s  e x p e n s e  

t o  $ 7 5 6 , 3 9 4  r e p r e s e n t s  a r e a s o n a b l e  b a l a n c e  b e t w e e n  d i s a l l o w ­

a n c e s  n e c e s s i t a t e d  b y  t h e  i n a d e q u a c y  o f  t h e  u t i l i t y ’s s u b s t a n ­

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

s e r v i c e s  p r o v i d e d  b y  R C A .  S o m e  o f  t h e  q u e s t i o n s  r a i s e d  b y  

A L S C  a n d  A k P I R G  a l s o  a p p e a r  v a l i d  b u t  l a c k  t h e  s p e c i f i c i t y  

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

U - 7 8 - 4 (3 3 )
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f u r t h e r  a d j u s t i n g  t h i s  a m o u n t  t o  r e f l e c t  m u t u a l i t y  o f  b e n e f i t  

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

p r o c e e d i n g .  S t a f f ' s  p r o p o s e d  t r e a t m e n t  i n  t h i s  r e g a r d  

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

a d e q u a t e l y  d e b a t e d  o n  t h e  r e c o r d  i n  t h i s  D o c k e t .

(b) M a n a g e m e n t  I n c e n t i v e  P l a n

T h e  s e c o n d  a f f i l i a t e d  i n t e r e s t  t r a n s a c t i o n  i n v o l v e s  

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

M a n a g e m e n t  I n c e n t i v e  P l a n  ( M I P ) .  D u r i n g  1 9 7 6 ,  A c c o u n t  66 1 ,

E x e c u t i v e  D e p a r t m e n t ,  i n c l u d e d  $ 1 9 2 , 3 8 8  f o r  t h i s  e x p e n s e .

\ \

T h e  M I P  i s  a c o r p o r a t e - v .’i d e  p l a n  o f  R C A  d e s i g n e d

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

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

o f  t h e  o p e r a t i o n s  o f  R C A  a n d  i t s  s u b s i d i a r i e s .  ( T - l l ,  pp . 

1 4 - 1 5 )  T h e  M I P  i s  a d m i n i s t e r e d  b y  a R C A  c o m m i t t e e  w h i c h  

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

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

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

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

R C A  o f  t h e  a m o u n t  i t  w o u l d  a p p r o v e  a t  t h e  e n d  o f  t h e  y e a r .  

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

A f t e r  R C A  e s t a b l i s h e d  t h e  t o t a l  a m o u n t  a v a i l a b l e ,  A l a s c o m  

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

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

i . e . ,  t h o s e  p e r s o n s  r e p o r t i n g  t o  t h e  p r e s i d e n t  o r  e x e c u t i v e  

v i c e  p r e s i d e n t ,  r e c e i v e d  t h e  l a r g e s t  s h a r e  o f  t h e  M I P  f und .

M I P  a w a r d s  c o u l d  b e  p a i d  o n  a n  i n s t a l l m e n t  b a s i s  and, a t  t h e  

d i s c r e t i o n  o f  R C A ,  c o u l d  b e  a v a i l a b l e  i n  s t o c k  o r  s t o c k  

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

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

U -  / 8 - 4 ( 3 3  ) 
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A l a s c o m  b e f o r e  r e c e i v i n g  d e f e r r e d  p a y m e n t s  r e v e r t e d  t o  R C A .  

(II T r .  1 5 7 )

j I n  a d d i t i o n ,  a p o r t i o n  o f  t h e  M I P  f u n d  w a s  s e t

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

I n  1 9 7 6 ,  t h e  m a x i m u m  a w a r d  f o r  e m p l o y e e s  i n  t h i s  c a t e g o r y  

w a s  $ 1 , 5 0 0  p a y a b l e  i n  f u l l  o n  a c u r r e n t  b a s i s ,  a n d  a t o t a l

1 0  " 

,1

11

12 •! 
13 ’

4 .
i,

5
'i

6

ii o f  $ 3 0 , 0 0 0  w a s  p a i d  o u t  t o  a p p r o x i m a t e l y  5 0  e m p l o y e e s  o f  t h e  
( \

: u t i l i t y .
O

g ; I n  i t s  t e s t i m o n y  i n  t h i s  s e g m e n t  o f  t h e  p r o c e e d i n g

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

o f  t h e  M I P  e x p e n s e s  i n  c o s t  o f  s e r v i c e  w i t h o u t  o f f e r i n g  a 

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

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

14 i c o m p e n s a t i o n  t o  t o p  e x e c u t i v e s ;  t h e  i n c e n t i v e  t o  c o n t i n u i t y
I

15 . a n d  t e n u r e  p r o v i d e d  b y  f o r f e i t u r e  o f  a c c r u e d  d e f e r r e d  b e n e f i t s

10 !j u p o n  t e r m i n a t i o n  o f  e m p l o y m e n t ;  a n d  l a c k  o f  m a n a g e m e n t

17 ; c o n t r o l  o v e r  t h e  t o t a l  a m o u n t  a w a r d e d  u n d e r  t h e  M I P .  A r g u m e n t s

j’
18 ,i p r e s e n t e d  i n  o p p o s i t i o n  t o  t h i s  e x p e n s e  w e r e  t h e  a d e q u a c y  o f

19 ■_ b a s e  c o m p e n s a t i o n  t o  o f f i c e r s  a n d  k e y  e m p l o y e e s ;  p o s s i b l e

20 i n d u c e m e n t  t o  s e e k  e x c e s s i v e  r a t e  r e l i e f ;  a n d  p o s s i b l e

21 a n n u a l  v a r i a t i o n s  i n  t h e  e x p e n s e  b e y o n d  t h e  c o n t r o l  o f  t h e

22 u t i l i t y ' s  m a n a g e m e n t .

23 D u r i n g  t h e  h e a r i n g s  S t a f f  q u e r i e d  u t i l i t y  w i t n e s s

24 H o l m s t r o m  a t  l e n g t h  a b o u t  t h e  o p e r a t i o n  o f  t h e  M I P  a n d  i t s

£ ( ! n 26 ' p r o p r i e t y  as  a n  e x p e n s e  f o r  r a t e m a k i n g  p u r p o s e s .  H o l m s t r o m
0 ■ * N *’
j * ;  ®

2 5 3 r, ^  '! m a i n t a i n e d  t h a t  t h e  r a t e p a y e r s  b e n e f i t e d  f r o m  p a y m e n t s  u n d e r

* j  < 'i i
5 * !? i ^  b e c a u s e  i t  e n a b l e d  t h e  c o m o a n y  t o  a t t r a c t  a n d  r e t a i n
S < .
■ * 99, '•
; f \\ c o m p e t e n t  e x e c u t i v e s .  F u r t h e r m o r e , t h e  p l u n  w a s  c o m p a r a b l e

t o t h o s e  o f f e r e d  i n  s i m i l a r l y  s i t u a t e d  c o m p a n i e s .
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H o w e v e r ,  " B a s e d  o n  i t s  r e v i e w  o f  H o l m s t r o m ' s

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

c l  a r l y  m a n d a t e s  d i s a l l o w a n c e  o f  t h e s e  M I P  a m o u n t s "  ( S t a f f  

B r i e f  a n d  A r g u m e n t :  C o s t  o f  S e r v i c e  A d j u s t m e n t s ,  p. 9 8 )

S t a f f  a r g u e d  t h a t  t h e  u t i l i t y  h a d  f a i l e d  t o  p r o v e  t h a t  t h e  

M I P  o r  s o m e  s i m i l a r  i n d u c e m e n t  w a s  n e c e s s a r y  t o  m a i n t a i n  

c o n t i n u i t y  o f  m a n a g e m e n t .  I n  a d d i t i o n ,  e v e n  i f  t h e  r e q u i r e d  

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

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

s h a r e h o l d e r .  A s  a n  a l t e r n a t i v e  t o  t o t a l  d i s a l l o w a n c e ,  S t a f f  

r e c o m m e n d e d  t h a t  t h e  e x p e n s e  b e  e q u a l l y  a n d  j o i n t l y  s h a r e d  

b y  t h e  r a t e p a y e r s  a n d  s h a r e h o l d e r .

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

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

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

r e q u i r e m e n t s  o f  A S  4 2 . 0 5 . 5 1 1 ( c )  f o r  s u b s t a n t i a t i n g  t h i s  

a f f i l i a t e d  i n t e r e s t  e x p e n s e .  A n o t h e r  k e y  c o n s i d e r a t i o n  is 

t h a t  t h e  p l a n  h a s  f a i l e d  t o  f u l f i l l  i t s  s t a t e d  p u r p o s e  as 

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

e x e c u t i v e  p o s i t i o n s .  (II T r .  1 3 8 - 1 4 7 )  I n  a d d i t i o n ,  t h e  M I P  

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

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

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

i n c l u d i n g  R C A  c o n t r o l  o f  d i s t r i b u t i o n  o f  f u n d s  a n d  p r o p e r  

a c c o u n t i n g  o f  f u n d s  w h i c h  r e v e r t  t o  R C A .  A c c o r d i n g l y ,  t h e  

C o m m i s s i o n  w i l l  n o t  c a t e g o r i c a l l y  r e j e c t  t h e  u s e  o f  M I P  b u t  

w i l l  r e q u i r e  t h e  u t i l i t y  t o  p r o v i d e  a d e t a i l e d  e x p l a n a t i o n  

a n d  j u s t i f i c a t i o n  o f  i n c l u s i o n  o f  t h e  e x p e n s e  o f  s u c h  a

T h e  C o m m i s s i o n  f i n d s  t h a t  t h e  e x p e n s e  o f  t h e  M I P

U - 7 8 - 4 ( 3 3 )
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p r o g r a m  i n  i t s  r e v e n u e  r e q u i r e m e n t  i n  a n y  s u b s e q u e n t  r a t e  

p r o c e e d i n g  i n  w h i c h  i t  i s  p r o p o s e d .

(c ) M i s c e l l a n e o u s

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

h a v e  e i t h e r  b e e n  r e s o l v e d  o r  a r e  n o t  a t  i s s u e .

F i r s t ,  A l a s c o m  p a i d  R C A  A m e r i c o m  f o r  t r a n s p o n d e r s  

l e a s e d  o n  t h e  l a t t e r ' s  s a t e l l i t e .  , T h e  a m o u n t  p a i d  w a s  

p r e s c r i b e d  b y  a t a r i f f  f i l e d  w i t h  t h e  F C C ,  a n d  i t s  t r e a t m e n t  

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

O r d e r .

S e c o n d ,  t h e  u t i l i t y  p u r c h a s e d  i n v e n t o r y  f r o m  R C A  

f o r  a c o m p a n y  s t o r e  w h i c h  r e t a i l e d  t h e  p a r e n t  c o r p o r a t i o n ' s  

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

t h e  t o t a l  a m o u n t  e x p e n d e d  f o r  t h i s  p u r p o s e  w a s  $ 3 7 , 3 0 0 ,  

w h i c h  w a s  n o t  i n c l u d e d  i n  A l a s c o m ' s  c o s t  o f  s e r v i c e .

T h i r d ,  R C A  m a d e  a u t o m o b i l e s  a v a i l a b l e  t o  a nuin ber  

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

e x e c u t i v e  v i c e - p r e s i d e n t ,  a n d  v i c e  p r e s i d e n t s  o f  o p e r a t i o n s ,  

f i n a n c e ,  i n d u s t r i a l  r e l a t i o n s ,  a n d  g e n e r a l  c o u n s e l .  N o  

c h a r g e  w a s  s p e c i f i c a l l y  a s s e s s e d  f o r  t h e s e  v e h i c l e s  b y  R C A .

C a s h  W o r k i n g  C a p i t a l  A l l o w a n c e  

A S  4 2 . 0 5 . 4 4 1 ( b )  p r o v i d e s  f o r  i n c l u s i o n  i n  r a t e  

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

r e q u i r e d .  T h e  u ti S f i t y  a n d  S t a f f  u s e d  d i f f e r e n t  m e t h o d s  t o  

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

A l a s c o m  a p p l i e d  ^ e ^ r u l ^ - o f - t h u m b  o r  f o r m u l a  

a p p r o a c h  a n d  p r o p o s e d  a c a s h  w o r k i n q ^ c a p i t a l  a l l o w a n c e  

e q u i v a l e n t  t o  4 5  d a y s  o r  1 / 8  o f  t o t a l  a n n u a l  c a s h  o p e r a t i n g  

e x p e n s e s ,  e x c l u d i n g  i n t e r e s t  a n d  i n c o m e  t a x e s ^ S C h e
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P a g e  1 1 9



/ 'V. •
r

STATE OF ALASKA 

THE ALASKA PUBLIC UTILITIES COMMISSION

Before Commissioners: Gordon J. Zerbetz, Chairman
Marvin R. Weatherly 
Carolyn S. Guess 

~Sir5̂ Tr-M-r— o w  1 e s

U-76-26 

ORDER NO. 2.

ORDER APPROVING INTERFUND METHODOLOGY 

On May 3, 1976, the MUNICIPALITY OF ANCHORAGE 

d/b/a MUNICIPAL LIGHT & POWER DEPARTMENT (ML&P), ANCHORAGE 

TELEPHONE UTILITY (ATU) and the ANCHORAGE WATER UTILITY 

(AWU) was advised ul the information to be provided with the 

Commission at a public hearing on June 1, 1976, for the 

purpose of determining the justness and reasonableness of 

the interfund charges paid to various departments within the 

Municipality by the above named utilities. The burden of 

proof that the interfund charges paid by ATU, ML&P and AWU 

were based on reasonable methodology and accurate allocation 

factors under the affiliated interest transactions as stated 

in AS 42.05.511(c) was to be borne by the Municipality.

JURISDICTION

The Municipality asserted, prior to the examination 

of the intcrfund charges, its belief that the affiliated 

interest section of the statute, AS 42.05.511(c), did not 

specifically affect the Municipality whose departments

m  the Matter of the Reasonableness and 
Propriety of the Interfund Charges Borne) 
by the MUNICIPALITY OF ANCHORAGE Tele­
phone, Electric, Water and Sewer U t i l ^ O
j-ties __■—  )

)
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p r o v i d e  s e r v i c e s  t o  t h e  u t i l i t i e s .  I t  w a s  a r g u e d  t h a t  n o  

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

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

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

a p p r o v e d  t h r o u g h  t h e  b u d g e t a r y  p r o c e s s  b y  t h e  a p p r o p r i a t e  

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

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

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

e a c h  o f  t h e  s u b j e c t  u t i l i t i e s  a n d  t h a t  t h e  M u n i c i p a l i t y  s h o u l d  

b e a r  t h e  b u r d e n  o f  p r o o f  t h a t  t h e s e  c h a r g e s  a r e  j u s t  a n d  

r e a s o n a b l e .  T h e  C o m m i s s i o n  c o n c u r s  w i t h  t h e  s t a f f ' s  p o s i t i o n .

G E N E R A L  B A C K G R O U N D  

T h e  g o v e r n m e n t  e n t i t y  w h i c h  p r o v i d e d  s e r v i c e s  t o  

t h e  a b o v e  n a m e d  u t i l i t i e s  i n  1 9 7 4 ,  1 9 7 5  a n d  f o r  t h e  f i r s t  

n i n e  m o n t h s  o f  1 9 7 6  i s  c o n c e p t u a l l y  a d i f f e r e n t  e n t i t y  t h a n  

is i n  e x i s t e n c e  t o d a y  a n d  o n  w h i c h  t h e  p r o p o s e d  1 9 7 6  b u d g e t  

o f  t h e  M u n i c i p a l i t y  i s  b a s e d .  F o r  t h e  p u r p o s e  o f  t h i s  p r o ­

c e e d i n g  t h e  t e s t  y e a r  u n d e r  c o n s i d e r a t i o n  w a s  1 9 7 5 .  T h e  c h a r g e s  

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

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

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

c h a r g e s  w e r e  b u d g e t e d  i n  1 9 7 4  f o r  1 9 7 5  u n d e r  t h e  e x i s t i n g  

C i t y  o f  A n c h o r a g e  g o v e r n m e n t .  T h e  t e s t  y e a r  1 9 7 5  w a s  u s e d  

b e c a u s e  o f  t h e  p e r m a n e n t  r a t e  r e q u e s t s  b y  A T U ,  M L & P  a n d  

A W U  p e n d i n g  b e f o r e  t h i s  C o m m i s s i o n .  F o r  t h e  m o s t  p a r t ,  

t h e i r  r e q u e s t  is b a s e d  o n  t h i s  t e s t  y e a r .  I n  a d d i t i o n ,  t h e  

f a c t  t h a t  t h e  u n i f i e d  g o v e r n m e n t ,  k n o w n  t o d a y  a s  t h e  M u n i c i ­

p a l i t y  o f  A n c h o r a g e ,  h a s  b e e n  i n  e x i s t e n c e  a r e l a t i v e l y

U - 7 6 - 2 6 ( 2 )
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s h o r t  t i m e ,  t h e  w o r k l o a d  o f  v a r i o u s  d e p a r t m e n t s  h a s  c h a n g e d  

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

t r a n s i t o r y  s t a t e ,  m a k e  a n  e x a m i n a t i o n  o f  t h e  b u d g e t e d  1 9 7 6  

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

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

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

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

e x i s t i n g  a l l o c a t i o n  f a c t o r s  w a s  o f  p a r a m o u n t  i m p o r t a n c e  f o r  

t h e  1 9 7 7  f i s c a l  b u d g e t  o f  t h e  M u n i c i p a l i t y .  E v e r y  d e p a r t ­

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

t h e  f o r m e r  C i t y  o f  A n c h o r a g e  a n d  t h e  G r e a t e r  A n c h o r a g e  A r e a  

B o r o u g h  n o w  k n o w n  a s  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e .  V a r i o u s  

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

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

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

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

o r  a l l  o f  t h e  u t i l i t i e s .

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

e a c h  d e p a r t m e n t  w i t h i n  t h e  M u n i c i p a l i t y  a n d  e x a m i n e  t h e  

i n t e r f u n d  p r o c e d u r e  h a s  b e e n  a d d r e s s e d  b y  A r t h u r  Y o u n g  a n d  

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

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

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

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

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

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

M u n i c i p a l i t y .  O n e ,  t h e  i n t e r f u n d  c h a r g e s  c o u l d  c o n t i n u e  t o  

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

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

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

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

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

t h e  M u n i c i p a l i t y .  I n  a d d i t i o n ,  t h e  s u b j e c t  o f  t h e  a p p r o p r i ­

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

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

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

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

b e  e x a m i n e d .

F o r  t h e  p u r p o s e  o f  t h i s  h e a r i n g  t h e  M u n i c i p a l i t y  

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

m u n i c i p a l  g o v e r n m e n t  ( w h e t h e r  t h e  f o r m e r  C i t y  o f  A n c h o r a g e  

o r  t h e  p r e s e n t  M u n i c i p a l i t y  o f  A n c h o r a g e )  t o  a n o t h e r  d e p a r t ­

m e n t  w i t h i n  t h e  g o v e r n m e n t  f o r  s e r v i c e s  p e r f o r m e d .  T h e  

M u n i c i p a l i t y  s u b m i t t e d  E x h i b i t s  1 a n d  2 w h i c h  p r o v i d e d  t h e  

b u d g e t e d  a n d  a c t u a l  a m o u n t  o f  i n t e r f u n d  c h a r g e s  t o  A T U ,

M L & P ,  A W U  a n d  t h e  g e n e r a l  g o v e r n m e n t  u n i t  ( w h i c h  i n c l u d e s  

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

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

f o r  t h e  y e a r s  1 9 7 4  a n d  1 9 7 5 .  E x h i b i t  3 p r o v i d e d  t h e  b u d g e t e d  

i n t e r f u n d  c h a r g e s  f o r  t h e  y e a r  1 9 7 6 .  T h e  U n i f o r m  S y s t e m  o f  

A c c o u n t s  h a s  b e e n  u s e d  s i n c e  1 9 7 3  f o r  t h e  p r e p a r a t i o n  o f  t h e  

1 9 7 4 ,  1 9 7 5  a n d  1 9 7 6  b u d g e t .

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

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

t h e  C i t y  B u d g e t  O f f i c e r  ( n o w  t h e  C h i e f  o f  M a n a g e m e n t  S e r ­

v i c e s  f o r  t h e  M u n i c i p a l i t y  i n  t h e  O f f i c e  o f  B u d g e t  a n d  

M a n a g e m e n t ) , a n y  r e f i n e m e n t  o r  c h a n g e  t o  b e  m a d e  b y  t h e
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I

O f f i c e  o f  t h e  C i t y  M a n a g e r  ( n o w  b y  t h e  O f f i c e  o f  t h e  M a y o r )  

a n d  s u b m i s s i o n  t o  t h e  C i t y  C o u n c i l  ( n o w  t h e  M u n i c i p a l  A s s e m ­

b l y )  f o r  i t s  a p p r o v a l .  T h e  i m p l e m e n t a t i o n  o f  m e t h o d o l o g y  

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

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

y e a r .

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

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

g o v e r n m e n t a l  b o d y .  T h e  a p p r o p r i a t e n e s s  o f  A T U 's i n t e r f u n d  

c h a r g e s  w a s  a l s o  r e v i e w e d  b y  R C A  A l a s k a  C o m m u n i c a t i o n s ,

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

t i o n  o f  t o l l  r e v e n u e s .  I n  a d d i t i o n ,  t h e  S t a t e  p e r f o r m e d  

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

M u n i c i p a l  g o v e r n m e n t  r e c e i v e s .

D u r i n g  t h e  h e a r i n g  t h e r e  w a s  t e s t i m o n y  t h a t  i n  

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

a  d e p a r t m e n t  n o t  l i s t e d  o n  E x h i b i t s  1 t h r o u g h  3. F o r  e x ­

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

P u b l i c  W o r k s  a t  t h e  r e q u e s t  o f  h e  u t i l i t y  i s  p a i d  f o r  b y  a  

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

o r d e r  f o r m ,  E x h i b i t  2 9 ,  i l l u s t a t e s  t h e  p r o c e d u r e  t o  b e  

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

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

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

I n  O r d e r  N o .  1 t h e  C o m m i s s i o n  r e q u i r e d  t h e  M u n i c i ­

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

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

i n t e r f u n d  c h a r g e s .  E x h i b i t  2 7 ,  I n t e r f u n d  C r i t e r i a  I n f o r m a ­

t i o n ,  w a s  p r o v i d e d  a s  w e l l  a s  E x h i b i t  2 8 ,  a  c o p y  o f  t h e  1 9 7 5
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a n n u a l  b u d g e t  w h i c h  e x p l a i n e d  t h e  " c h a r g e s  t o  o t h e r s "  w i t h i n  

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

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

f a c t o r s  f o r  t h o s e  c h a r g e s  w e r e  p r o v i d e d  i n  E x h i b i t s  4 t h r o u g h  

2 5  a s  r e q u i r e d  b y  O r d e r  N o .  1. A l s o  i n c l u d e d  i n  t h e s e  

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

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

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

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

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

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

s u b j e c t  u t i l i t i e s  i n  1 9 7 5 .  F o r  t h e  p u r p o s e  o f  t h i s  d i s c u s s ­

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

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

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

m u n i c i p a l  g o v e r n m e n t .  I t  i s  t h e  i n t e n t i o n  o f  t h e  C o m m i s s i o n  

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

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

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

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

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

m e n t .  A n y  e n d  o f  t h e  y e a r  a d j u s t m e n t s  e i t h e r  u p w a r d  o r  

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

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

f i n a l  c h a r g e s  i n  s o m e  o f  t h e  e x h i b i t s  f o r  t h e  1 9 7 5  t e s t  y e a r .  

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

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

w e r e  n o t  i n t e r f u n d e d  t o  t h e  u t i l i t i e s ,
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M A Y O R  A N D  C I T Y  C O U N C I L  

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

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

s u b j e c t  u t i l i t i e s  w a s  d e v e l o p e d  b y  t h e  C i t y  B u d g e t  O f f i c e r

i n  1 9 7 2 .  H i s  j u d g m e n t  b a s e d  o n  o b s e r v a t i o n  o f  w o r k  s e s s i o n s
\

a n d  C i t y  C o u n c i l  m e e t i n g s  w a s  u s e d  t o  a p p o r t i o n  t h e  „ j xv.:. »•* 

w o r k l o a d  o f  t h e  M a y o r  a n d  C i t y  C o u n c i l  i n t o  t h e  f o l l o w i n g  

c a t e g o r i e s :

A g e n d a  r e l a t i n g  i t e m s  5 0 %

P e r s o n n e l  f u n c t i o n s  2 0 %

M a i n t e n a n c e  a n d  o p e r a t i o n s  b u d g e t  1 5 %
C a p i t a l  i m p r o v e m e n t  p r o g r a m  1 5 %

W i t h i n  t h e s e  c a t e g o r i e s  o f  w o r k l o a d  t h e  C i t y  B u d g e t  O f f i c e r  

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

a n n u a l  b a s i s .

T h e  C i t y  B u d g e t  O f f i c e r  a n a l y z e d  t h e  f i n a l  a g e n d a s  

o f  8 C i t y  C o u n c i l  m e e t i n g s  i n  d i f f e r e n t  m o n t h s  o f  1 9 7 4  t o  

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

u t i l i t y .  T h e  c h a r g e s  t o  e a c h  u t i l i t y  f o r  t h e  w o r k l o a d  o f  

M a y o r  a n d  C i t y  C o u n c i l  r e l a t i n g  t o  p e r s o n n e l  f u n c t i o n s  w e r e  

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

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

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

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

w e r e  e x p r e s s e d  a s  a p e r c e n t a g e  o f  e a c h  u t i l i t y ' s  b u d g e t  in 

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

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

c e n t a g e s  w e r e  w e i g h t e d  a n d  a p p l i e d  t o  t h e  a c t u a l  1 9 7 5  e x ­

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

In a d d i t i o n ,  e a c h  u t i l i t y  w a s  c h a r g e d  $ 6 0 0  a s  

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

U - 7 6 - 2 6  (2)

P a g e  7



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

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

m a d e  b y  t a k i n g  t h e  t o t a l  a m o u n t  o f  m o n i e s  e x p e n d e d  t o  t h e  

C i t y  b o a r d s  a n d  c o m m i s s i o n s  a n d  d i v i d i n g  i t  b y  20. ( T h e r e  

w e r e  20 a d v i s o r y  b o a r d s . )

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

as a r e s u l t  o f  u n i f i c a t i o n ,  a n d  E x h i b i t  3 i l l u s t r a t e s  t h e  

s e p a r a t i o n  o f  t h e  A s s e m b l y  f r o m  t h e  M a y o r / M a n a g e r  D e p a r t -  . 

m e n t  f o r  i n t e r f u n d  p u r p o s e s .  T h e  a p p r o p r i a t e n e s s  o f  t h e  

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

f o r  e a c h  u t i l i t y  s h o u l d  b e  e x a m i n e d  f o r  t h e  1 9 7 7  b u d g e t  y e a r .

C I T Y  M A N A G E R

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

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

s i b i l i t y  o f  t h e  C i t y  B u d g e t  O f f i c e r .  T h e  a l l o c a t i o n  o f  

w o r k l o a d  w a s  m a d e  t o  t h e  i d e n t i c a l  c a t e g o r i e s  a s  t h o s e  i n  

t h e  M a y o r  a n d  C i t y  C o u n c i l  D e p a r t m e n t .  T h e  p e r c e n t a g e  o f  

t i m e  a l l o c a t e d  t o  t h o s e  c a t e g o r i e s  v a r i e d  s l i g h t l y .  T h e  

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

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

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

O f f i c e r  w h o  h a d  s p e n t  f i v e  m o n t h s  a s  A s s i s t a n t  C i t y  M a n a g e r ,  

i n  a d d i t i o n  t o  h i s  o b s e r v a t i o n s  o f  w o r k  s e s s i o n s  a n d  C i t y  

C o u n c i l  m e e t i n g s ,  w a s  a l s o  a  c r i t e r i o n .

V J i t h i n  e a c h  c a t e g o r y ,  ( a g e n d a  r e l a t e d  a c t i v i t i e s ,  

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

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

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

M a y o r  a n d  C i t y  C o u n c i l .  T h e  a c t u a l  e x p e n s e  t o  e a c h  u t i l i t y  

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

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

i s t r a t i v e  a s s i s t a n t  a n d  s e c r e t a r y  w h o s e  s p e c i a l i z e d  t a s k s  

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

In 1 9 7 5  t h e  e x p e n s e  o f  t h i s  d e p a r t m e n t  i n c l u d e d  

t h e  f u n c t i o n s  o f  L a b o r  R e l a t i o n s  S p e c i a l i s t ,  E q u a l  E m p l o y ­

m e n t  O f f i c e r  a n d  P u b l i c  I n f o r m a t i o n  O f f i c e r .  It s h o u l d  b e  

n o t e d  i n  t h e  b u d g e t e d  i n t e r f u n d  c h a r g e s  f o r  f i s c a l  y e a r  1 9 7 6  

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

d e p a r t m e n t  a n d  t h e  C i t y  M a n a g e r  is c o m b i n e d  w i t h  t h e  M a y o r .  

A n  e v a l u a t i o n  f o r  t h e  1 9 7 7  b u d g e t e d  i n t e r f u n d  c h a r g e s  w i l l  

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

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

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

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

a d e q u a t e l y  f i l l  o u t  t h e  t i m e  s h e e t s .  T i m e  c a r d s  w e r e  a l s o  

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

i d e a  w a s  r e j e c t e d .

I N T E R N A L  A U D I T

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

p a r t m e n t  w a s  t h e  r e s p o n s b i l i t y  o f  t h e  I n t e r n a l  A u d i t o r  

w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .  T h e  a c t u a l  i n t e r f u n d  

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

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

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

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

E x h i b i t  6a. T e s t i m o n y  w a s  r e c e i v e d  t h a t  t h e  h o u r l y  r a t e s  

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

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

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

t h e  M u n i c i p a l i t y  w e r e  p r o v i d e d .  T h e  I n t e r n a l  A u d i t o r ,  w h o  

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

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

c h a r g e s  t o  o t h e r s  f o r  b u d g e t a r y  p u r p o s e s .  H e  a l s o  w o r k s  

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

c o s t s  b a s e d  o n  t h e i r  n e e d s .

C O M M U N I T Y  P R O M O T I O N

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

d e p a r t m e n t  w e r e  p e r f o r m e d  b y  t h e  P u b l i c  I n f o r m a t i o n  O f f i c e r  

a n d  t h e  C i t y  B u d g e t  O f f i c e r  o n  t h e  b a s i s  o f  t w o  c o s t s :  o n e ,  

t h e  c o s t  o f  m e m b e r s h i p  t o  t h e  C i t y  i n  t h e  A l a s k a  M u n i c i p a l  

L e a g u e  a n d  t h e  A l a s k a  C h a m b e r  o f  C o m m e r c e  a n d ,  t w o ,  t h e  

s p a c e  d i s t r i b u t i o n  i n  t h e  1 9 7 4  a n n u a l  r e p o r t .

T h e  d e t e r m i n a t i o n  o f  e a c h  u t i l i t y ' s  c o s t  f o r  t h e  

M u n i c i p a l  L e a g u e  a n d  C h a m b e r  m e m b e r s h i p s  w a s  a l l o c a t e d  o n  

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

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

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

u t i l i t y ' s  s p a c e  i n  r e l a t i o n s h i p  t o  t h e  e n t i r e  c o s t  o f  t h e  

a n n u a l  r e p o r t .

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

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

f o r  t h e  1 9 7 5  t e s t  y e a r .  I t  i s  t h e  i n t e n t i o n ,  h o w e v e r ,  o f  

t h e  M u n i c i p a l i t y . t o  a l l o c a t e  t h e  e x p e n s e  o f  t h e s e  m e m b e r s h i p s  

i n  t h e  f u t u r e .  I n  a d d i t i o n ,  t h e  M u n i c i p a l i t y  h a s  d e c i d e d  

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

1 9 7 5 .
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C I T Y  C L E R K  A D M I N I S T R A T I O N  

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

r e s p o n s i b i l i t y  o f  t h e  C i t y  C l e r k  w o r k i n g  w i t h  t h e  C i t y  

B u d g e t  O f f i c e r .  T h e  s e r v i c e s  p r o v i d e d  b y  t h e  C i t y  C l e r k  t o  

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

b y  t h e  C l e r k ' s  O f f i c e  i n  p r o v i d i n g  s e r v i c e s  t o  t h e  u t i l i t y  

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

r e c o r d i n g  s e c r e t a r i e s ,  t r a n s c r i b i n g  m i n u t e s ,  o v e r h e a d ,  

m a i l i n g ,  e t c .  T h e  a c t u a l  c h a r g e ,  c a l c u l a t e d  b y  t h e  C o n ­

t r o l l e r  D i v i s i o n ,  w a s  b a s e d  o n  1 / 2 0  o f  t h e  t o t a l  c o s t  o f  

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

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

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

t e r n a l l y  b y  e a c h  u t i l i t y .

C I T Y  C L E R K  - R E C O R D S  R E T E N T I O N  

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

r e s p o n s i b i l i t y  o f  t h e  C i t y  C l e r k  w o r k i n g  w i t h  t h e  C i t y  

B u d g e t  O f f i c e r  u s i n g  t h e i r  p r e v i o u s  e x p e r i e n c e s  i n  p r o v i d i n g  

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

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

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

a n d  o v e r h e a d .  T h e  f o r m  f o r  a  p a r t i c i p a t i n g  d e p a r t m e n t  t o  

r e q u e s t  m i c r o f i l m i n g  w a s  p r o v i d e d  a s  E x h i b i t  3 2 .  T i m e  

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

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

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

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

q u e s t e d  w o r k ,  w h a t  t h e  p r o j e c t e d  c o s t s  w o u l d  b e .  I t  i s  

n o t e d  t h a t  f o r  t h e  t e s t  y e a r  1 9 7 5  t h e r e  w e r e  n o  c h a r g e s  t o  

A W U  a n d  v e r y  m i n i m a l  c h a r g e s  t o  A T U  a n d  M L & P .
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T h e  c a l c u l a t i o n  o f  t h e s e  c h a r g e s  w a s  t h e  r e s p o n ­

s i b i l i t y  o f  t h e  C i t y  A t t o r n e y  w o r k i n g  w i t h  t h e  C i t y  B u d g e t  

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

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

i t y  a n d  t h e  P o r t  as i t s  p o r t i o n  o f  t h e  m a i n t e n a n c e  o f  t h e  

C i t y  A t t o r n e y ' s  f i l e s ,  r e f e r e n c e  l i b r a r y  a n d  o v e r h e a d .  I t  

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

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

c a t e d  a t  $ 6 0  a b i l l a b l e  h o u r ,  f o r  t h e  y e a r  1 9 7 5 ;  e a c h  a t t o r ­

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

i t i e s .  T e s t i m o n y  w a s  g i v e n  t h a t  a t  t h e  p r e s e n t  t i m e  a n d  

f o r  t h e  t e s t  y e a r  1 9 7 5 ,  t h e r e  w a s  n o  f o r m  f o r  t h e  a t t o r n e y s  

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

o n  d e s k  c a l e n d a r s  a n d  i n  o t h e r  i n a p p r o p r i a t e  w a y s .  V a r i o u s  

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

a p p r o p r i a t e  u t i l i t y .  T h e  C i t y  B u d g e t  O f f i c e r  s t a t e d  i n  t h e  

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

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

If a u t i l i t y  w o u l d  c o n t r a c t  w i t h  a n  a t t o r n e y  o u t ­

si d e  t h e  C i t y  A t t o r n e y ' s  s t a f f ,  t h e  c o s t  a s s o c i a t e d  in t h i s  

m a t t e r  w o u l d  b e  b i l l e d  d i r e c t l y  t o  t h e  u t i l i t y .

P R O P E R T Y  M A N A G E M E N T  

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

d e p a r t m e n t  w a s  d o n e  b y  t h e  P r o p e r t y  M a n a g e m e n t  O f f i c e r  

w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .  T h i s  d i v i s i o n  i s  t h e  

O f f i c e  o f  R e c o r d  f o r  a l l  r e a l  p r o p e r t y  i n c l u d i n g  r i g h t s - o f -  

w a y ,  b u i l d i n g s  a n d  a n y  n o n - m o v a b l e  e q u i p m e n t  t h a t  is M u n i c i ­

p a l  p r o p e r t y .

■ : • C I T Y  A T T O R N E Y
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A  r e t a i n e r  w a s  c h a r g e d  t o  e a c h  u t i l i t y  a n d  t h e  

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

a n d  s p a c e  a l l o c a t e d  t o  t h e  H e c o r d s >I C l e r k . T h e  v o l u m e  o f  

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

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

r e t a i n e r .  T h e  r e t a i n e r  w a s  i n s t i t u t e d  b y  t h e  C i t y  A t t o r n e y  

i n  1 9 7 4 ,  w h e n  P r o p e r t y  M a n a g e m e n t  c a m e  u n d e r  h i s  s u p e r v i ­

s i o n .  I t  i s  n o w  s e p a r a t e  a n d  t h e  r e a s o n a b l e n e s s  o f  t h e  

r e t a i n e r  s h o u l d  b e  r e - e v a l u a t e d .

T h e  a c t u a l  i n t e r f u n d  c h a r g e  w a s  t h e  b u d g e t e d  

r e t a i n e r  p l u s  t h e  a c t u a l  c h a r g e  o f  $ 1 7 . 5 0  a n  h o u r  f o r  a p p r a i s  

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

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

a n d  o v e r h e a d  i n  t h i s  d e p a r t m e n t .  T h e  P r o p e r t y  M a n a g e m e n t  

O f f i c e r  a n d  t h e  C o n t r o l l e r  D i v i s i o n  c a l c u l a t e d  t h e  a c t u a l  

c h a r g e s .

T h e  M u n i c i p a l i t y  p r o v i d e d  t h r o u g h  E x h i b i t  1 1 a  

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

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

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

p e n d e n t  a p p r a i s e r .

ADMINISTRATIVE SERVICES, ADMINISTRATION

The calculation of these charges was the respon­

sibility of the City Budget Officer in consultation with the 

Assistant City Manager, Administrative Services, the Staff 

Accountant, and the Financial Management Systems Accountant. 

The charges to the utilities were expressed as a percentage 

of the total workload of the above mentioned personnel.

T h e i r  w o r k l o a d  w a s  a n a l y z e d  b y  t h e  C i t y  B u d g e t  O f f i c e r
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u t i l i z i n g  h i s  b e s t  e s t i m a t e  a n d  e x p e r t i s e  b a s e d  o n  t h e  

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

a r e a s :  c u r r e n t  o p e r a t i n g  b u d g e t ;  e x i s t i n g  c a p i t a l  i m p r o v e ­

m e n t  progx*am; p r o j e c t e d  b o n d  s a l e s ;  u s e  o f  t h e  c o m p u t e r i z e d  

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

C o n t r o l l e r  D i v i s i o n ,  w a s  d e t e r m i n e d  b y  a p p l y i n g  t h e  w e i g h t e d  

p e r c e n t a g e s  t o  t h e  a c t u a l  1 9 7 5  e x p e n s e  o f  t h i s  d e p a r t m e n t .  

T h e  a c t u a l  c h a r g e s  f o r  1 9 7 5  w e r e  l e s s  t h a n  t h e  b u d g e t e d  

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

g r e a t e r  t h a n  b u d g e t e d ,  so t h e  i n t e r f u n d  c h a r g e s  w e r e  a d ­

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

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

w o r k  l o a d  a n n u a l l y  w i t h  t h e  C i t y  B u d g e t  O f f i c e r  t o  d e t e r m i n e  

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

T h i s  d e p a r t m e n t  i s  t h e  O f f i c e  o f  M a n a g e m e n t  a n d  

B u d g e t  f o r  t h e  1 9 7 6  b u d g e t  y e a r .

C O N T R O L L E R

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

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

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

w i t h  t h e  C i t y  B u d g e t  O f f i c e r .

T h r e e  c a t e g o r i e s  o f  c o s t s  a r e  a n a l y z e d  to d e t e r ­

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

f i r s t  c a t e g o r y ,  r e g u l a r  c h a r g e s ,  ( a c c o u n t a n t s '  t i m e  i n  

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

f o r  t h e  1 9 7 5  t e s t  y e a r  b a s e d  o n  d e s k  a u d i t  t i m e  s t u d i e s  

p e r f o r m e d  o v e r  a o n e  m o n t h  p e r i o d .  T h e  C o n t r o l l e r  s e l e c t e d  

t h e  t i m e  p e r i o d  a n d  b o t h  d a i l y  a n d  h o u r l y  t i m e  s t u d i e s  w e r e
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p e r f o r m e d .  E x h i b i t  1 3 a  w a s  p r o v i d e d ,  w h i c h  w a s  t h e  d e s k  

a u d i t  t i m e  s h e e t s  f o r  N o v e m b e r  1 9 7 4 .  T h e  e m p l o y e e s  w e r e  r e ­

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

t i m e  s h e e t s .

T h e  s e c o n d  c a t e g o r y  w a s  t h e  p a y r o l l  s y s t e m .  T h e  ' 

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

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

a n  a n a l y s i s  o f  p a y r o l l  t r a n s a c t i o n s  f o r  e a c h  u t i l i t y ,  t h e  : 

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

t o t a l  w o r k l o a d  o f  t h i s  d i v i s i o n .

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

s y s t e m  ( F M S ) , a n d  t h e s e  c o s t s  w e r e  a l l o c a t e d  o n  t h e  b a s i s  o f  

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

w i t h  a n  a n a l y s i s  o f  t h e  F M S  t r a n s a c t i o n s  f o r  e a c h  u t i l i t y .  

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

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

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

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

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

p a y r o l l  s y s t e m s ,  a n d  F M S  w a s  a p p l i e d  t o  t h e  a c t u a l  1 5 7 5  

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

TREASURY

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

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

w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .

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

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

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

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

h i b i t  3 0  w a s  p r o v i d e d  t o  s h o w  t h e  m o n t h l y  r e p o r t s  m a d e  b y  

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

m e n t s  o f  t h e  M u n i c i p a l i t y .

T h e r e  a r e  t h r e e  s e c t i o n s  u n d e r  t h e  T r e a s u r y  D e ­

p a r t m e n t :  R e c e i p t s  a n d  C u s t o d y ,  P a r k i n g  V i o l a t i o n s  a n d

A s s e s s m e n t s .  T h e  T r e a s u r e r  m a d e  t h e  d e t e r m i n a t i o n  t h a t  h a l f  

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

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

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

e a c h  s e c t i o n .

C h a r g e s  t o  e a c h  o f  t h e  s u b j e c t  u t i l i t i e s  f o r  s e r ­

v i c e s  r e n d e r e d  b y  t h e  R e c e i p t s  a n d  C u s t o d y  S e c t i o n  w e r e  

b a s e d  o n  a  o n e  w e e k  t i m e  s t u d y  i n  1 9 7 4  i n  w h i c h  t h e  i n d i v ­

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

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

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

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

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

p r o c e s s i n g  a l l  t r a n s a c t i o n s  b y  t h i s  s e c t i o n .

P a r k i n g  V i o l a t i o n s  d i d  n o t  a f f e c t  a n y  o f  t h e  

s u b j e c t  u t i l i t i e s .

T h e  a l l o c a t i o n  o f  t h e  A s s e s s m e n t  s e c t i o n  i n t e r f u n d  

e x p e n s e  w a s  a l s o  b a s e d  o n  a o n e  w e e k  t i m e  s t u d y  i n  1 9 7 4  o f  

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

o f  h o u r s  s p e n t  o n  e a c h  a s s e s s m e n t  p r o b l e m .  I t  s h o u l d  b e  

n o t e d  t h a t  t h e  o n l y  u t i l i t y  r e q u i r i n g  t h e s e  s e r v i c e s  .is AVJU. 

T h e  a c t u a l  i n t e r f u n d  e x p e n s e  o f  t h e  A s s e s s m e n t  D i v i s i t . n  w a s
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e x p r e s s e d  a s  a  p e r c e n t a g e  o f  A W U ' s  c o s t  i n  r e l a t i o n  t o  t h e  

e n t i r e  c o s t  o f  t h i s  s e c t i o n .

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

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

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

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

t h e  1 9 7 5  b u d g e t  p r e p a r a t i o n .  T h i s  w a s  e x p r e s s e d  a s  a  p e r ­

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

a p p l i e d  b y  t h e  C o n t r o l l e r  D i v i s i o n  t o  t h e  a c t u a l  c o s t s  o f  

t h i s  d e p a r t m e n t .

F o r  t h e  1 9 7 7  b u d g e t ,  t h e  s e w e r  u t i l i t y  w i l l  h a v e  

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

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

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

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

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

P R I N T  S H O P

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

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

w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r ,  a n d  a c t u a l  c h a r g e s  w e r e  

c o m p u t e d  b y  t h e  P r i n t  S h o p  S u p e r v i s o r  i n  a c c o r d a n c e  w i t h  t h e  

P r i n t  S h o p  P r i c e s  p r o v i d e d  a s  E x h i b i t  1 5 a .  T h e s e  p r i c e s  

w e r e  b a s e d  o n  s a l a r i e s  a n d  o v e r h e a d .

I t  s h o u l d  b e  n o t e d  t h a t  t h e r e  w a s  o v e r  a  4 0 0 %  i n ­

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

c a t e g o r y  f o r  A T U  a n d  A W U  i n  1 9 7 5 .  T e s t i m o n y  w a s  g j v e n  t h a t  

t h e  p r o b a b l e  r e a s o n  f o r  t h i s  w a s  t h a t  A T U  o r d e r e d  a  s e r i e s  

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

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

s i d e r a b l y  g r e a t e r  t h a n  a n o r m a l  y e a r ' s  u s a g e .  A  p r i c e  s h e e t  

f r o m  K e n  W r a y ' s  P r i n t  S h o p  s u b s t a n t i a t e d  t h e  f a c t  t h a t  t h e  

P r i n t  S h o p  p r i c e s  a r e  a n y w h e r e  f r o m  o n e - t h i r d  t o  o v e r  1 0 0 %  

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

C O U R I E R  A N D  M A I L  

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

d e p a r t m e n t  w a s  t h e  r e s p o n s i b i l i t y  o f  t h e  C i t y  B u d g e t  O f f i c e r  

a n d  a c t u a l  c h a r g e s  w e r e  c o m p u t e d  b y  t h e  M a i l  R o o m  C l e r k  a n d  

t h e  C o n t r o l l e r  D i v i s i o n .

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

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

c u r r e n t  c o u r i e r  s c h e d u l e  ( 1 9 7 4 ) .  T h e  n u m b e r  o f  c o u r i e r  

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

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

e a c h  u t i l i t y ' s  a l l o c a t i o n  o f  t h e  a c t u a l  c o s t s  o f  t h i s  d e ­

p a r t m e n t .

I t  s h o u l d  b e  n o t e d  t h a t  f o r  1 9 7 5  A T U  r e c e i v e d  n o  

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

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

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

a m o u n t  o f  t i m e s  t h e  c o u r i e r  s e r v e s  M L & P  a n d  A W U  w a s  f o u r  

t i m e s  d a i l y .

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

u t i l i t y  m a i l i n g s  ( n o t  c u s t o m e r  b i l l i n g )  a n d  w e r e  m i n i m a l .

Each utility has its own postage machine so these charges 

are. no longer interfunded.

I N S U R A N C E  A N D  C L A I M S  ( R I S K  M A N A G E M E N T )

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

d e p a r t m e n t  w a s  t h e  r e s p o n s i b i l i t y  o f  t h e  I n s u r a n c e / C l a i m s
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O f f i c e r  w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .  T h e  a l l o c a ­

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

a c t i v i t y  a n d  i n s u r a n c e  a c t i v i t y .

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

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

c h a r g e d  t o  t h e  a p p r o p r i a t e  u t i l i t y .  A  q u a r t e r l y  r e p o r t  w a s  

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

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

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

e a c h  u t i l i t y .  E x h i b i t  1 7 a  d e t a i l e d  t h e  1 9 7 5  c l a i m s  a g a i n s t  

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

t o  d e t e r m i n e  t h e  c o s t  o f  e a c h  c l a i m  b a s e d  o n  t h i s  d e p a r t m e n t ’s 

o v e r h e a d  t o  p r o c e s s  t h e s e  c l a i m s .  I t  w a s  e m p h a s i z e d  t h a t  

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

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

T h e  c o s t  o f  p r o v i d i n g  i n s u r a n c e  c o v e r a g e  t o  t h e  

v a r i o u s  u t i l i t i e s  d u r i n g  1 9 7 5  w a s  a l l o c a t e d  b y  w e i g h i n g  t h e  

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

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

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

g o v e r n m e n t  u n i t .  I t  is a p p a r e n t  t h a t  t h i s  i s  a n  e x t r e m e l y  

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

s u r a n c e / C l a i m s  O f f i c e r  ( R i s k  M a n a g e r )  w a s  t h e  b a s i s  f o r  t h e  

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

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

A T U  in t h i s  d i v i s i o n  d o u b l e d  f o r  t h e  y e a r  1 9 7 5 .  T h e  r e a s o n  

f o r  t h i s  s u b s t a n t i a l  i n c r e a s e  w a s  t h e  r e q u i r e m e n t s  b y  O S H A  

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

P e r s o n n e l  D e p a r t m e n t .  T h e  c o s t s  o f  t h i s  S a f e t y  S e c t i o n  w e r e  

i n t e r f u n d e d  o n  t h e  b a s i s  o f  .the n u m b e r  o f  a u t h o r i z e d  p o s i t i o n s



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

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

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

p r o g r a m  i n  s o m e  a r e a s  w h i c h  i s  n o t  r e f l e c t e d  i n  t h e  1 9 7 5  

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

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

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

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

t h i s  n e w  u n d e r t a k i n g .

PERSONNEL

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

d e p a r t m e n t  w a s  d e t e r m i n e d  b y  t h e  P e r s o n n e l  D i r e c t o r  a n d  

s t a f f  w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .

T h e  a l l o c a t i o n  f a c t o r s  e s t a b l i s h e d  f o r  1 9 7 5  b u d g e t  

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

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

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

t o t a l  e m p l o y e e s  i n  t h e  C i t y  a t  t h e  t i m e  t h e  b u d g e t  w a s  

p r e p a r e d .  T h e  S a f e t y  S e c t i o n  w a s  t r a n s f e r r e d  t o  R i s k  M a n a g e ­

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

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

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

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

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

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

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

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

t h e  a c t u a l  1 9 7 5  e x p e n s e  o f  t h i s  d e p a r t m e n t .

DATA PROCESSING

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

d e p a r t m e n t  w a s  p r e p a r e d  b y  t h e  D a t a  P r o c e s s i n g  M a n a g e r  a n d
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s t a f f  w o r k i n g  w i t h  t h e  C i t y  B u d g e t  O f f i c e r .  T h e  a c t u a l  

c h a r g e s  w e r e  c o m p u t e d  b y  t h e  D a t a  P r o c e s s i n g  M a n a g e r  a n d  

s t a f f .

T h e  D a t a  P r o c e s s i n g  D e p a r t m e n t  w a s  r e s p o n s i b l e  f o r  

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

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

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

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

w o r k i n g  2 4  h o u r s  a  d a y ,  s e v e n  d a y s  a  w e e k .  T h e  M u n i c i p a l i t y  

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

( 1 9 7 6 )  a n d  i s  c o n s i d e r i n g  t h e  p u r c h a s e  o f  a  l a r g e r  c o m p u t e r .  

N o  a t t e m p t  h a d  b e e n  m a d e  b y  t h e  C i t y ,  p r i o r  t o  u n i f i c a t i o n ,  

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

T h e  1 9 7 5  b u d g e t e d  e x p e n s e s  w e r e  c a l c u l a t e d  b y  t h e  c o m p u t e r  

o n  t h e  b a s i s  o f  m a n  m o n t h s  a n d  p r o j e c t e d  c o s t  e s t i m a t e s  t o  

a c c o m p l i s h  t h e  w o r k l o a d  e a c h  u t i l i t y  r e q u e s t e d .  T h e  a c t u a l  

e x p e n s e  w a s  b a s e d  o n  c o m p u t e r  t i m e  u t i l i z e d  d u r i n g  1 9 7 5  a n d  

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

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

s h e e t s  ( E x h i b i t  3 1 )  t r a c k i n g  t h e i r  w o r k l o a d  a n d  a s s e s s i n g  

t h e  p r o p e r  u t i l i t y .  T h e  h o u r l y  r a t e s  c h a r g e d  b y  t h i s  d e ­

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

i n  E x h i b i t  1 9 B .

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

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

s..b le p u r c h a s e  o f  c o m p u t e r s  a s  o p p o s e d  t o  p r e s e n t  l e a s e s .  

J a n u a r y  1 9 7 7  i s  t h e  t a r g e t  d a t e  f o r  a n  i n t e g r a t i o n  o f  t h e  

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

o f  t h e  c h a r g e s  f o r  t h i s  d e p a r t m e n t ' s  s e r v i c e s .
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OiouiK, /
c o m p a n i e s  h a d  i n c r e a s e d  8 8 %  f r o m  1 9 7 0  t o  1 9 7 4  or ^ f i i n e  t i m e s  

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

t h e  u n c o n t r o v e r t e d  e v i d e n c e  p r e s e n t e d  b y  A G A S ,  t h e  C o m m i s ­

s i o n  w i l l  a l l o w  u s e  o f  a  y e a r - e n d  je'ate b a s e .

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

c e s s  o f  d e v e l o p i n g  c o n t i n u i n g  p r o p e r t y  r e c o r d s  ( C P R s ) . A t  

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

g e r  c a r d  s y s t e m .  > A S  4 2 . 0 5 . 4 6 1  r e q u i r e s  u t i l i t i e s  w i t h  a n n u a l  

r e v e n u e s  o v e r /' $ 1 0 0 , 0 0 0  t o  u t i l i z e  C P R s  f o r  p l a n t  r e c o r d s .  I t  

w i l l  b e  i p < £ u m b e n t  o n  A G A S  t o  a c h i e v e - c o m p l i a n c e  w i t h  t h i s  

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

C o n l m i s s i o n .

T h e r e  w a s  g e n e r a l  a g r e e m e n t  a m o n g  t h e  p a r t i e s  

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

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

p r o p e r t y  p u r c h a s e d  f r o m  t h e  a f f i l i a t e ,  3 0 0 0  S p e n a r d  C o r p o ­

r a t i o n .  A t  i s s u e  w a s  t h e  d e t e r m i n a t i o n  o f  t h e  a p p r o p r i a t e  

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

A G A S  h a s  i n c l u d e d  t h e  l a n d  i n  r a t e  b a s e  a t  t h e  s a l e s  p r i c e  

p a i d  t o  3 0 0 0  S p e n a r d  C o r p o r a t i o n ,  w h i c h  w a s  b a s e d  o n  a n  

i n d e p e n d e n t  a p p r a i s a l  p e r f o r m e d  i n  M a y  1 9 7 4 .  T h e  s t a f f  

p r o p o s e d  a v a l u a t i o n  e q u i v a l e n t  t o  t h e  o r i g i n a l  c o s t  to 3 0 0 0  

S p e n a r d  C o r p o r a t i o n  w i t h  t h e  p o s s i b l e  c a p i t a l i z a t i o n  o f  

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

a t  t h e  d i s c r e t i o n  o f  t h e  C o m m i s s i o n .  S t a f f  o p p o s e d  t h e  

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

a 1 9 4 5  S u p r e m e  C o u r t  c a s e  a s  p r i n c i p a l  s u p p o r t  f o r  i t s  

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

w i t h  A G A S ,  p u r s u a n t  t o  A S  4 2 . 0 5 . 5 1 1 ( c )  w h i c h  p r o v i d e s :

"(c) I n  a r a t e  p r o c e e d i n g  t h e  u t i l i t y  i n v o l v e d  

h a s  t h e  b u r d e n  o f  p r o v i n g  t h a t  a n y  w r i t t e n  ox- u n -



w r i t t e n  c o n t r a c t  o r  a r r a n g e m e n t  i t  m a y  h a v e  w i t h  

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

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

o r  e x c h a n g e  o f  a n y  p r o p e r t y  i s  n e c e s s a r y  a n d  c o n ­

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

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

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

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

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

A d d i t i o n a l l y ,  A G A S  h a s  d i r e c t e d  t h e  C o m m i s s i o n  t o  t h e  f i r s t

p a r t  o f  A S  4 2 . 0 5 . 4 1 1 ( b )  f o r  g u i d a n c e :

" (b) I n  d e t e r m i n i n g  t h e  v a l u e  f o r  r a t e  m a k i n g  

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

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

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

T h e  p r o p e r t i e s  u n d e r  c o n s i d e r a t i o n  a r e  s i t u a t e d  i n  

K e n a i ,  E a g l e  R i v e r ,  a n d  A n c h o r a g e .  T h e  A n c h o r a g e  p r o p e r t y  

i s  c o m p r i s e d  o f  t h r e e  p a r c e l s  o n  I n t e r n a t i o n a l  A i r p o r t  R o a d  

d e s i g n a t e d  a s  t h e  O p e r a t i o n s  C e n t e r .  R e n t a l  p a y m e n t s  o n  t h e  

f o r m e r  O p e r a t i o n s  C e n t e r  o n  S p e n a r d  R o a d  a r e  a l s o  t a n g e n t -  

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

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

p u r c h a s e s  a n d  s a l e s  b y  3 0 0 0  S p e n a r d  C o r p o r a t i o n  a n d  t h e  

i n t e r v e n i n g  r e n t a l s  b y  A G A S  a r e  s u m m a r i z e d  o n  A p p e n d i x  1.

T h e  p r i n c i p a l  b u s i n e s s  a c t i v i t y  o f  3 0 0 0  S p e n a r d  

C o r p o r a t i o n ,  t h e  A l a s k a n  s u b s i d i a r y  o f  B a l d w i n  P r o p e r t i e s ,  

I n c . ,  a s u b s i d i a r y  o f  A K I ,  i s  p r o p e r t y  i n v e s t m e n t  a n d  d i s ­

p o s i t i o n .  T h e  c o m p a n y  i s  r e p r e s e n t e d  i n  A l a s k a  b y  V i c e  

P r e s i d e n t  R i c h a r d  B a r n e s ,  w h o  i s  a l s o  a n  o f f i c e r  a n d  e m ­

p l o y e e  o f  A G A S  a n d  A P C .  M r .  B a r n e s  t e s t i f i e d  t h a t  h e  s p e n d s  

b e t w e e n  o n e  t o  t w o  p e r c e n t  o f  h i s  t i m e  o n  3 0 0 0  S p e n a r d  

C o r p o r a t i o n  r e s p o n s i b i l i t i e s . T h e  c o m p a n y ' s  c u r r e n t  p o r t ­

f o l i o  o f  i n v e s t m e n t s  i s  a n  o f f i c e  b u i l d i n g  i n  N e w  O r l e a n s
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a n d  2 5  p a r c e l s  c o n t i g u o u s  t o  A G A S *  o f f i c e  b u i l d i n g .  T h e  

o n l y  p r o p e r t y  p r e v i o u s l y  o w n e d  b y  3 0 0 0  S p e n a r d  C o r p o r a t i o n  

a n d  n o t  s o l d  t o  A G A S  w a s  a 2 2  a c r e  p a r c e l  o n  K o d i a k .  T h i s  

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

q u i r i n g  t h e  a s s e t s  o f  a  f o r m e r  s u b s i d i a r y  o f  A K I ,  B u r g e s s .

A G A S  o r i g i n a l l y  l e a s e d  a l l  t h e  p r o p e r t i e s  i t

p u r c h a s e d  f r o m  3 0 0 0  S p e n a r d  C o r p o r a t i o n  w i t h  t h e  e x c e p t i o n

o f  P a r c e l  C  o n  I n t e r n a t i o n a l  A i r p o r t  R o a d .  A  r e p r e s e n t a t i v e

l e a s e  a g r e e m e n t  ( E x h i b i t  4 7 ) ,  d a t e d  J a n u a r y  1, 1 9 6 9 ,  b e t w e e n

t h e  p a r t i e s  p r o v i d e d  f o r  a 1 5 %  r e t u r n  o n  t h e  a p p r a i s e d

v a l u a t i o n  w i t h  r e - a p p r a i s a l s  a t  5 y e a r  i n c r e m e n t s  d u r i n g  t h e

16 y e a r  t e r m  o f  t h e  l e a s e .  T h e  C h i e f  A p p r a i s e r ,  S t a t e  o f

A l a s k a ,  D i v i s i o n  o f  L a n d s ,  a  w i t n e s s  f o r  i n t e r v e n o r s  A k P I R G

a n d  J a g e r  t e s t i f i e d  t h a t  b a s e d  o n  h i s  s t u d i e s  o f  t h e  p r i v a t e

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

a p p r a i s a l s  a t  f i v e  y e a r  i n c r e m e n t s  w a s  c u r r e n t l y  8% a n d  w a s

i n  t h e  6 - 8 %  r a n g e  i n  1 9 6 9 .  T h e r e  w a s  t e s t i m o n y  t h a t  i n  l a t e

1 9 7 3 ,  t h e  d e c i s i o n  w a s  m a d e  b y  A G A S ,  p u r s u a n t  t o  a n  u n w r i t t e n

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

p r o p e r t i e s  f r o m  3 0 0 0  S p e n a r d  C o r p o r a t i o n .  A s  a r e s u l t ,

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

%

c o n s e r v a t i v e  r e n t  e s c a l a t i o n  w i t h o u t  r e - a p p r a i s a l s  f o r  1 9 7 4  

a n d  f o r  t e r m i n a t i o n  o f  t h e  l e a s e s  a t  D e c e m b e r  3 1 ,  1 9 7 4 ,  b y  

m u t u a l  c o n s e n t .  I n  F e b r u a r y  1 9 7 4 ,  3 0 0 0  S p e n a r d  C o r p o r a t i o n  

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

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

p l e t e d  i n  M a y  1 9 7 4 .  A p p r o x i m a t e l y  3 3 %  o f  t h e  E a g l e  R i v e r  

p a r c e l  w a s  s o l d  b y  3 0 0 0  S p e n a r d  C o r p o r a t i o n  t o  t h e  S t a t e  o f  

A l a s k a  in O c t o b e r  1 9 7 4 ,  f o r  $ 4 8 , 0 0 0 .  T h e  s a l e  o f  t h e  p r o ­

p e r t i e s  t o  A G A S  w a s  c o n s u m m a t e d  i n  D e c e m b e r  1 9 7 4 ,  t i m e d  t o
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c o i n c i d e  w i t h  t h e  a v a i l a b i l i t y  o f  f i n a n c i n g .  R e n t s  p a i d  o n  

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

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

I n t e r n a t i o n a l  A i r p o r t  R o a d  w e r e  i n c l u d e d  i n  t h e  r a t e  b a s e .

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

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

p o r a t e d  i n  r a t e  b a s e ,  A G A S  r e t a i n e d  t h e  e x p e n s e s  a s s o c i a t e d  

w i t h  t h e  S p e n a r d  R o a d  O p e r a t i o n s  C e n t e r  i n  i t s  o p e r a t i n g  

e x p e n s e s  a s  a r e p r e s e n t a t i v e  s u b s t i t u t e  f o r  t h e  n e w  O p e r -

j

a t i o n s  C e n t e r .  A G A S  a r g u e d  t h a t  t h i s  a p p r o a c h  w a s  c o n s e r v a -  ( 

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

o f  1 9 7 6 .  I t  i s  t h e  o p i n i o n  o f  t h e  C o m m i s s i o n  t h a t  t h e  

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

S e c t i o n  5 1 1 ( c )  o f  A S  4 2 . 0 5  e s t a b l i s h e s  c e r t a i n  

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

a f f i l i a t e d  i n t e r e s t  t r a n s a c t i o n s .  P r o p e r t y  l e a s e s  a n d  s a l e s  

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

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

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

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

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

p r o p e r t y  w i t h  i t s  o w n  c a p i t a l .

A G A S  a r g u e d  t h a t  t h e  c o s t  t o  3 0 0 0  S p e n a r d  C o r p o r a ­

t i o n  o f  f u r n i s h i n g  t h e  p r o p e r t i e s  w a s  e q u i v a l e n t  t o  t h e  

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

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

e q u i v a l e n t  t o  the, c o s t  A G A S  w o u l d  h a v e  i n c u r r e d  i f  i t  h a d  

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

a t  t h a t  t i m e .  T h i s  d e f i n i t i o n  o f  c o s t  i s  h o t  i n  c o n f o r m ­

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



(

t o  c i r c u m v e n t  t h e  i n t e n t  o f  A S  4 2 . 0 5 . 5 1 1 ( c )  t o  p r o h i b i t  

e x c e s s i v e  i n t e r c o m p a n y  p r o f i t s .  A f f i l i a t e d  i n t e r e s t  t r a n s -  

acticn*? r e q u i r e  t h e  h i g h e s t  s c r u t i n y  b y  t h i s  C o m m i s s i o n .

T h e  i n t e r p r e t a t i o n  p r o p o s e d  b y  A G A S  w o u l d  p r e c l u d e  s u c h  a 

r e v i e w .  W h i l e  t h e  u t i l i t y  m a y  a r g u e  t h a t  A G A S  w o u l d  h a v e  

p a i d  a s  m u c h  o r  m o r e  f o r  s i m i l a r  p u r c h a s e s  f r o m  n o n - a f f i ­

l i a t e s ,  t h e  f a c t  r e m a i n s  t h a t  t h e  s a l e s  b e t w e e n  a f f i l i a t e d  

i n t e r e s t s  o f f e r  t o  t h e  c o m m o n  p a r e n t  i m m e d i a t e  b e n e f i t s , - i n­

c l u d i n g  f a v o r a b l e  c a p i t a l  g a i n s  t a x  t r e a t m e n t  o f  3 0 0 0  S p e n a r d  

C o r p o r a t i o n ' s  p r o f i t s ,  w h i c h  m a n d a t e  c i r c u m s p e c t i o n .

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

3 0 0 0  S p e n a r d  C o r p o r a t i o n  i n  A l a s k a  w o u l d  i n d i c a t e  t h a t  t h e  

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

A G A S .  A t  l e a s t  o n e  p a r c e l  w a s  r e n t e d  t o  A G A S  a t  t h e  s a m e  

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

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

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

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

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

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

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

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

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

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

a t  a r m s  l e n g t h .  I t  h a s  c i t e d  C o l o r a d o  I n t e r s t a t e  G a s  C o .  v. 

F e d e r a l  P o w e r  C o m m i s s i o n ,  3 3 4  U . S .  58 1 ,  65 S. C t .  8 2 9 ,  89 

L. E d  1 2 0 6  ( 1 9 4 5 ) ,  t o  s u p p o r t  i t s  p o s i t i o n .

I t  i s  t h e  d e t e r  - i n a t i o n  o f  t h e  C o m m i s s i o n  b a s e d  o n  

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

p u r c h a s e d  f r o m  3 0 0 0  S p e n a r d  C o r p o r a t i o n  s h o u l d  b e  i n c l u d e d
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i n  r a t e  b a s e  a t  t h e  o r i g i n a l  c o s t  t o  3 0 0 0  S p e n a r d  C o r p o r a ­

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

a p p l i c a b l e ,  f o r  c a p i t a l i z a t i o n  o f  t h e  r e t u r n ,  a t  t h e  r a t e  

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

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

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

p e r i o d s .  T h e  r e s u l t i n g  v a l u a t i o n s  a r e  d e t a i l e d  o n  A p p e n d i x  1, 

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

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

p r o p o s e d  a n  a d j u s t m e n t  t o  t h e  a s s e t  l i f e  o f  t h e  h e a d q u a r t e r s  

b u i l d i n g  f r o m  20 t o  3 3  y e a r s  t o  c o n f o r m  w i t h  t h e  d e p r e c i a ­

t i o n  r a t e  u t i l i z e d  b y  A G A S  f o r  o t h e r  s t r u c t u r e s  a n d  w i t h  

I n t e r n a l  R e v e n u e  S e r v i c e  ( I R S ) . A G A S  h a s  a r g u e d  t h a t  i t  is 

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

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

b e  p e r f o r m e d  i n  t h e  n e x t  y e a r  o r  so. H o w e v e r ,  i f  t h e  C o m ­

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

b e  e q u a l l y  a p p r o p r i a t e  t o  r e d u c e  t h e  l i f e  e x p e c t a n c y  o f  

c o m m u n i c a t i o n s  e q u i p m e n t  f r o m  33 t o  12 y e a r s  a s  p r o p o s e d  

b y  A G A S .  T h e  s t a f f  c o n c u r r e d  w i t h  t h i s  r e c o m m e n d a t i o n .  T h e  

C o m m i s s i o n  c a n n o t  o v e r l o o k  t h e  o b v i o u s  i n e q u i t i e s  i n  t h e  

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

T h e  C o m m i s s i o n  d o e s  n o t  a g r e e  w i t h  A G A S '  a s s e r t i o n  r e g a r d i n g  

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

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

A n o t h e r  c o m p o n e n t  o f  r a t e  b a s e  p r o p o s e d  b y  A G A S  i s  

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

f o r  a m o r t i z a t i o n .  P r i o r  t o  1 9 6 7 ,  t h e  s t o c k  o f  A P C  w a s  o w n e d  

5 0 . 4 1 %  b y  A K I  a n d  4 9 . 5 9 %  b y  U n i o n - M a r a t h o n  ( U - M ) .  A K I  h a d  

C l a s s  A  v o t i n g  s t o c k ;  U - M  h a d  C l a s s  B n o n - v o t i n g  s t o c k ,

U - 7 5 - 9 5 (7) 

P a g e  15



K e n a i  S e r v i c e  C o r p o r a t i o n  s h a l l  f i l e  w i t h  i t s  1 9 7 9  

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

P r e s i d e n t  o f  t h e  u t i l i t y ,  M r .  J . M .  C o v i n g t o n ,  t o  a c c u r a t e  

r e f l e c t  t h e  p e r c e n t a g e  o f  h i s  t i m e  a n d  h i s  e x p e n s e s ^ ' ^  

a t t r i b u t a b l e  Ltr uL.lllty b .u s i n o c -e-;----  — ' ’

I n  t h e  M a t t e r  o f  t h e  F i l i n g  ) 
o f  a  T a r i f f  R e v i s i o n ,  D e s i g -  ) 

n a t e d  a s  T A  1 2 - 3 9 ,  b y  K E N A I  ) 
U T I L I T Y  S E R V I C E  C O R P O R A T I O N  ) 

f o r  P e r m a n e n t  a n d  I n t e r i m  R a t e )  
R e l i e f  a n d  a N e w  R a t e  D e s i g n  ) 
S c h e d u l e  )

R D E R  N O .  4

>* c
‘-••Vs

/

. . 0 .
b  z X  ,v*c

* r  •

T H E  S T A T E  O F  A L A S K A  

T H E  A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

B e f o r e  C o m m i s s i o n e r s :

U - 7 9 - 3 2

G o r d o ^  J. Z e r b e t z ,  C h a i r m a n  
M a r v i n  R. W e a t h e r l y  

C a r o l y n  S. G u e s s  
S u s a n  M. K n o w l e s  
S t u a r t  C. H a l l

S T I P U L A T I O N
ji

12 i T h e  C o m m i s s i o n  w i l l  a c c e p t  t h e  S t i p u l a t i o n  d a t e d

13 S e p t e m b e r  5, 1 9 7 9  e x e c u t e d  b y  K e n a i  U t i l i t y  S e r v i c e  C o r p o r a t i o n

14 a n d  t h e  S t a f f  o f  t h e  C o m m i s s i o n ,  b u t  s u b j e c t s  i t s  a c c e p t a n c e

15 o f  t h i s  S t i p u l a t i o n  t o  t h e  f o l l o w i n g  e x p r e s s  c o n d i t i o n s :

16

17

18

19

2 0  

2 1  

2 2

(1) K e n a i  U t i l i t y  S e r v i c e  C o r p o r a t i o n  s h a l l  f i l e  o n  o r  

b e f o r e  O c t o b e r  22, 1 9 7 9  a m e n d e d  t a r i f f  s h e e t s  r e f l e c t i n g  

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

t h i s  S t i p u l a t i o n ;

(2) K e n a i  U t i l i t y  S e r v i c e  C o r p o r a t i o n  s h a l l  r e f u n d  o r  

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

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

K e n a i  U t i l i t y  S e r v i c e  C o r p o r a t i o n  s h a l l  f i l e  t h e  t i m e
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r e c o r d  o f  M r .  C o v i n g t o n  f o r  t h e  c a l e n d a r  y e a r  1 9 8 0  w i t h  

i t s  1 9 8 0  a n n u a l  r e p o r t  t o  t h e  C o m m i s s i o n ;

(5) K e n a i  U t i l i t y  S e r v i c e  C o r p o r a t i o n  s h a l l  d e m o n s t r a t e  t o  

t h e  C o m m i s s i o n  b y  y e a r - e n d  1 9 8 0  t h a t  i t s  c o n t i n u i n g  

p r o p e r t y  r e c o r d s  e x i s t  i n  a f o r m  s a t i s f a c t o r y  t o  the 

C o m m i s s i o n .

I T  IS S O  O R D E R E D .

8 D A T E D  A N D  E F F E C T I V E  a t  A n c h o r a g e ,  A l a s k a  t h i s  2 6 t h d a y  o f  
September, 1979.

9 'I

C O M M I S S I O N

s s i o n e r

o m m i s s i o n e r

on U-79-32 (4) 
Page 2
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2

S T A T E  O F  A L A S K A

T H E  A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

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

M a r v i n  R .  W e a t h e r l y  

S u s a n  M . K n o w l e s  

S t u a r t  C .  H a l l  

D i a n a  E.  S n o w d e n

I n  t h e  M a t t e r  o f  t h e  F i l i n g  o f  )

T a r i f f  R e v i s i o n s  b y  P E L I C A N  )

•‘U T I L I T Y  C O M P A N Y  f o r  F u e l  C o s t  )

R a t e  A d j u s t m e n t s  a t  S a n d  P o i n t ,  )

A l a s k a  )

 :_______________________________ )

U - 8 1 - 8 9  

O R D E R  N O .  10

1 2

1 3

1 4

1 5

16 

17 

I S

19

2 0  

2 1

2 2

O -3

O R D E R  G R A N T I N G  P E R M A N E N T  A P P R O V A L  O F  N E W  F U E L  S U R C H A R G E  A N D  

E S T A B L I S H I N G  T H E  C A L C U L A T I O N  F O R  F U T U R E  S U R C H A R G E  F I L I N G S

• B Y  T H E  C O M M I S S I O N :

O n  D e c e m b e r  2, 1 9 8 1 ,  in O r d e r  N o .  1 o f  t h i s  p r o c e e d i n g ,
. i

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

c h a r g e  f i l i n g s ,  d e s i g n a t e d  as T A 2 0 - 2 3 0 ,  T A 2 1 - 2 3 0 ,  a n d  T A 2 3 - 2 3 0 ,  

f i l e d  b y  P E L I C A N  U T I L I T Y  C O M P A N Y  ( P e l c o )  f o r  i t s  S a n d  P o i n t  s e r ­

v i c e  a r e a .  In t h a t  O r d e r  t h e  C o m m i s s i o n  r a i s e d  q u e s t i o n s  a b o u t  

P e l c o ' s  f u e l  p u r c h a s e  a r r a n g e m e n t  w i t h  a n  a f f i l i a t e d  i n t e r e s t ,1
1

P e l i c a n  D i s t r i b u t i n g  C o m p a n y  ( P D C ) ,  a n d  t h e  m e t h o d s  u s e d  in t h e

' t h r e e  f i l i n g s  t o  c a l c u l a t e  k i l o w a t t - h o u r  (KWH) s a l e s .

: O n  t h e  f o r m e r  m a t t e r ,  t h e  C o m m i s s i o n  n o t e d  t h a t  in A S

;! 4 2 . 0 5 . 5 1 1 ( c )  it is c l e a r  t h a t  a u t i l i t y  h a s  t h e  b u r d e n  o f  p r o v i n g
   ,________

j jt h a t  a p u r c h a s e  a r r a n g e m e n t  w i t h  a n  a f f i l i a t e d  i n t e r e s t  is n e c e s -  

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

‘‘m a t t e r ,  t h e  C o m m i s s i o n ' s  c o n c e r n  c e n t e r e d  o n  P e l c o ' s  s u b t r a c t i n g
i

;;f i v e  p e r c e n t  o f  its g e n e r a t i o n  a s  a l i n e  l o s s  to a r r i v e  a t  K W H  

;isales. (A r e d u c t i o n  in K W H  s a l e s  c a u s e s  a n  i n c r e a s e  in t h e  s u r -

li
••charge, a n d  v i c e  v e r s a . )  T h e  C o m m i s s i o n  d i r e c t e d  P e l c o  t o  r e d u c e
' i • i
*|

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

l

;;u-81-89( 10) (10 /26/82)
;! P a g e  1 o f  7
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! r e d u c t i o n  t o  K W H  s a l e s  a n d  t o  r e f u n d  t o  i t s  c u s t o m e r s  t h e  e x c e s s
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r e v e n u e s  c o l l e c t e d .  I n  a d d i t i o n ,  t h e  C o m m i s s i o n  a p p r o v e d ,  o n  a n

' i n t e r i m  b a s i s ,  s u r c h a r g e s  r e c a l c u l a t e d  w i t h o u t  t h e  f i v e  p e r c e n t
j. !

[ ' r e d u c t i o n  t o  K W H  s a l e s .
i: i

S u b s e q u e n t l y ,  i n  O r d e r s  N o s .  3 ,  4 ,  5,  a n d  8 i n  t h i s  p r o - !

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

!! I

i f i v e  o t h e r  s u r c h a r g e s .  I n  e a c h  o f  t h e  l a t t e r ,  P e l c o  h a d  c a l c u ­

li :

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

!!

K W H  s a l e s .  O r d e r  N o .  6 n o t e d  t h a t  t h e  C o m m i s s i o n  S t a f f  ( S t a f f )

a n d  P e l c o  h a d  a g r e e d  t h a t  t h e  f i v e  p e r c e n t  r e d u c t i o n  s h o u l d  n o t  b e !
i< 'i{ I
m a d e  t o  K W H  s a l e s .  T h u s ,  t h e  r e m a i n i n g  i s s u e  w a s  t h e  r e a s o n a b l e -  ,

i:i • (
: n e s s  o f  P e l c o ' s  f u e l  p u r c h a s e  a g r e e m e n t .

O n  D e c e m b e r  2 8 ,  1 9 8 1 ,  P e l c o  f i l e d  a n  a n a l y s i s  t o  j u s t i f y
i • I

i t s  f u e l  p u r c h a s e  a r r a n g e m e n t  w i t h  P D C .  T h e  a n a l y s i s  c a l c u l a t e d
' i

1 a n  a n n u a l  e x p e n s e  t o  P e l c o  o f  $ 7 5 , 5 2 0  i f  t h e  u t i l i t y  w e r e  t o  i n -
• <
• f i

I s t a l l  a n d  m a i n t a i n  i t s  o w n  t a n k s  a n d  f u e l i n g  f a c i l i t i e s .  T h e  j

i
u t i l i t y ' s  a n a l y s i s  w a s  b a s e d  o n  a n n u a l  o p e r a t i n g  e x p e n s e s  a s s o c i a -

32

t e d  w i t h  t h e  p u r c h a s e  o f  f u e l  t a n k s ,  i n c l u d i n g  a 1 5 . 7  p e r c e n t  r a t e :
t

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

l i v e s  f o r  t h e  t a n k s ,  a n d  a $ 1 , 2 0 0  a n n u a l  m a i n t e n a n c e  e x p e n s e  i

t h e r e o n .
I

T h e  S t a f f  a n a l y z e d  t h i s  f i l i n g  a n d  n o t e d  t h a t  t h e  c a l ­

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

r e a s o n a b l e  w i t h  t h e  e x c e p t i o n _ . o £  t h e  d e p r e c i a t i o n  l i v e s  o f  t h e  

t a n k s .  P e l c o  e s t i m a t e d  a n  a n n u a l  d e p r e c i a t i o n  e x p e n s e  o f  $ 2 3 , 4 0 0
I

b a s e d  o n  a n  o r i g i n a l  c o s t  o f  t h e  t a n k s  o f  $ 1 1 7 , 0 0 0 .  S t a f f  n o t e d  

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

2 0  y e a r s ,  w h i c h  w o u l d  m e a n  a n  a p p r o x i m a t e  $ 1 7 , 0 0 0  r e d u c t i o n  t o  t h e :  

a n n u a l  d e p r e c i a t i o n  e x p e n s e .  I n  a d d i t i o n ,  S t a f f  n o t e d  t h a t  t h e  

r a t e  o f  r e t u r n  c a l c u l a t i o n  o f  1 5 . 7  p e r c e n t  w a s  g r e a t e r  t h a n  t h e  

1 4 . 4  p e r c e n t  r e t u r n  r e c e n t l y  a p p r o v e d  f o r  P e l c o  i n  D o c k e t  U - 8 1 - 5 4 . ,

u - 8 l - 8 9 ( 1 0 )  
P a g e  2 o f  7
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“ T h i s  d i f f e r e n c e  in r e t u r n  a m o u n t e d  to a n  a p p r o x i m a t e  $ 2 , 3 0 0  d i f -

2  f e r e n c e  i n  r e v e n u e ,  b u t  S t a f f  b e l i e v e d  t h e  d i f f e r e n c e  w a s  i m m a t e -

3 r i a l  i f  t h e  r e v e n u e  r e q u i r e m e n t  f o r  t h e  s t o r a g e  t a n k s  w a s  a d j u s t e d

/
f o r  t h e  d e p r e c i a t i o n  e x p e n s e  r e d u c t i o n  c a u s e d  b y  t h e  c h a n g e  i n  t h e

3 s e r v i c e  l i v e s  o f  t h e  s t o r a g e  t a n k s .  S t a f f  m a i n t a i n e d  t h a t  t h e

3 $ 1 7 , 0 0 0  d e p r e c i a t i o n  a d j u s t m e n t ,  b a s e d  o n  t h e  l o n g e r  l i f e ,  w a s  t h e

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

b y  P e l c o .   /

9 S t a f f ,  t h e r e f o r e ,  c a l c u l a t e d  t h a t  t h e  r e v e n u e  r e q u i r e -

-0 m e n t  o n  t h e  t a n k  a n d  f u e l i n g  f a c i l i t y  w o u l d  b e  a p p r o x i m a t e l y

- 1  $ 5 8 , 2 5 0  ( $ 7 5 , 5 2 0  -  $ 1 7 , 0 0 0 ) .  A f t e r  r e v i e w  o f  t h e  p r e s e n t  d i f f e r -

1 2  e n c e  b e t w e e n  t h e  p r i c e  P D C  p a y s  f o r  i t s  f u e l  a n d  t h e  p r i c e  P D C

1 3  c h a r g e s  P e l c o ,  S t a f f  c o n c l u d e d  t h a t  t h e  u t i l i t y  h a d  p r o v i d e d  p r i m a

1 4  f a c i e  e v i d e n c e  t h a t  t h e r e  w o u l d  b e  n o  s i g n i f i c a n t  d i f f e r e n c e  b e -

1 5  t w e e n  ( a )  a  t o t a l  r e v e n u e  r e q u i r e m e n t  f o r  P e l c o  i n c l u d i n g  c o s t s  o f

1 6  . f u e l  p u r c h a s e d  f r o m  P D C  a n d  ( b )  a t o t a l  r e v e n u e  r e q u i r e m e n t  i n -

1 7  e l u d i n g  t h e  u t i l i t y ' s  c o s t s  o f  i n s t a l l i n g _ _ a r L C l „ m a i n t a i n i n g  i t s  o w n

1 8  t a n k s  a n d  f u e l i n g  f a c i l i t i e s .

1 9  H o w e v e r ,  S t a f f  d i d  b e l i e v e  t h a t  a  s e r i o u s  p o t e n t i a l

20 p r o b l e m  e x i s t e d  c o n c e r n i n g  t h e  p r i c e  o f  f u e l  t o  b e  u s e d  i n  f u t u r e

2 1 F C R A  f i l i n g s .  I n  p a r t i c u l a r ,  t h e  m e t h o d  b y  w h i c h  P D C  c a l c u l a t e s

• i

22 ; t h e  d o c k  p r i c e  a n d  P e l c o ' s  r e v e n u e  r e q u i r e m e n t  o n  t h e  t a n k  f a c i l -

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

t

24 : f i c a t i o n  f o r  f u t u r e  r a t e  p r o c e e d i n g s .

ii i9 c ! P e l c o  i s  b i l l e d  b y  P D C  a t  a  v a r i a b l e :r a t e  a b o v e  t h e
“ J  • i

Hil ;

26 :i C h e v r o n  p r i c e  b i l l e d  t o  P D C .  T h e  P D C  p r i c e  t o  P e l c o  ( t h e  d o c k

ii

;;p r i c e )  i s  2 5  p e r c e n t  a b o v e  t h e  C h e v r o n  p r i c e  t o  P D C  l e s s  1 5 ^  p e r  

•. ■ *

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

i
9 D  F o r  e x a m p l e ,  i n  a r e c e n t  s u r c h a r g e  f i l i n g ,  T A 3 5 - 2 3 0 ,  P e l c o  s h o w e d  

" a n  a n n u a l  f u e l  c o n s u m p t i o n  o f  4 6 5 , 4 5 4  g a l l o n s .  I n  t h e  t e s t  y e a r
J  V i

!: ( 1 9 8 0 )  u s e d  t o  c a l c u l a t e  t h e  r e v e n u e  r e q u i r e m e n t  i n  U - 8 1 - 5 4 ,  t h e
j>1

i.
y e a r l y  f u e l  c o n s u m p t i o n  w a s  5 1 6 , 0 4 9  g a l l o n s .  T h u s ,  t h e  a c t u a l
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! a n n u a l  e x p e n s e  to P e l c o  a s s o c i a t e d  w i t h  it s p u r c h a s e  of f u e l  f r o m  

 ̂P D C  v a r i e s .  T h e  e x p e n s e  i n c r e a s e s  w i t h  b o t h  i n c r e a s e s  in c o n -  j
i; •
" s u m p t i o n  an d  incrc s e s in the p e r - g a l l o n  p r i c e  of fuel.
!' i

I1 In e f f e c t ,  w h a t  is h a p p e n i n g  is t h a t  t h e r e  is a f i x e d
i. i

c o s t  (P e lco : $ 7 5 , 5 2 0 ;  St a f f :  $ 5 8 , 2 5 0 )  a s s o c i a t e d  w i t h  i n s t a l l s -  1

ti o n of t h e  f u e l  ta n k s ,  b u t  P D C ' s  r e v e n u e  is b a s e d  on  a v a r i a b l e
,, •-  ------

• ' r e i m b u r s e m e n t  (th e p r o d u c t  of 25 p e r c e n t  of t h e  C h e v r o n  p r i c e  le s s
li__________ _____

1 5 £  per g a l l o n  m u l t i p l i e d  by  the  g a l l o n s  s o l d ) .  T h e  y e a r l y  e x­

p e n s e  a s s o c i a t e d  w i t h  P e l c o ' s  i n s t a l l a t i o n  a n d  m a i n t e n a n c e  of the '
<

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

! r e v e n u e  r e c e i v e d  by P D C  m a y  c h a n g e  s i g n i f i c a n t l y  b a s e d  on  the 

p r i c e  and  a m o u n t  of fu el  p u r c h a s e d  b y  P e l c o .  T h e  a n n u a l i z e d  r e i m­

b u r s e m e n t  to P D C  on  the  b a s i s  o f  t h e r e c e n t  s u r c h a r g e  f i l i n g ,

T A 3 5 - 2 3 0 ,  is $ 5 2 , 1 3 1 .  T h i s  a m o u n t  is b a s e d  on  a d o c k  p r i c e  of

11.2jzf p e r  g a l l o n  a b o v e  th e C h e v r o n  p r i c e  ( 1 1 . 2 fi p e r  g a l l o n  p r i c e  

d i f f e r e n t i a l  t i m e s  a n n u a l  fuel  c o n s u m p t i o n  o f 4 6 5 , 4 5 4  g a l l o n s  

e q u a l s  $ 5 2 , 1 3 1 )  .
** n

S t a f f  a d v i s e d  the C o m m i s s i o n  of t h r e e  a l t e r n a t i v e  s o l u­

ti o n s  for d e a l i n g  w i t h  t h i s  p r o b l e m .  T h e  f i r s t ^ a l t e r n a t i v e  w o u l d

be for P D C  to  c h a r g e  ( i n t e r f u n d )  P e l c o  a f l a t  y e a r l y  e x p e n s e  a s s o­

c i a t e d  w i t h  th e t a n k s  and c h a r g e  P e l c o  the s a m e  fue l p r i c e  p e r  

g a l l o n  t h a t  P D C  p a y s  C h e v r o n .  T h i s  s o l u t i o n  w o u l d  n e c e s s i t a t e  an 

. a d j u s t e d  r e v e n u e  r e q u i r e m e n t  and  a c h a n g e  in the  b a s e  p r i c e  of

fuel for s u r c h a r g e  c a l c u l a t i o n s .

A s e c o n d  a l t e r n a t i v e  w o u l d  be for P e l c o  to i n s t a l l  the 

t a n k s  and  p u r c h a s e  fuel d i r e c t l y  f r o m  C h e v r o n .  As in th e a l t e r n a­

ti ve ab o v e ,  an  a d j u s t e d  r e v e n u e  r e q u i r e m e n t  w o u l d  h a v e  to be  c a l­

cul a t e d .

A t h i r d  a l t e r n a t i v e  p r o p o s e d  by  S t a f f  w o u l d  be to a l l o w

P D C  to c o n t i n u e  to u s e  the.^present m e t h o d  of d e t e r m i n i n g  its p r i c e

to P el c o ,  a n d  P e l c o  w o u l d  be r e q u i r e d  e i t h e r  to i n s t a l l  the  tank

3 2

U - 8 1 - 8 9 ( 1 0 )  
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2

. f a r m  o r  -.to i n t e r f u n d  a n  a n n u a l  e x p e n s e  i n  i t s  n e x t  r e v e n u e  r e ­

q u i r e m e n t  a p p l i c a t i o n  p r e s e n t e d  t o  t h e  C o m m i s s i o n .  U n d e r  t h e  f u e )  

p r i c e  t o  P e l c o  f r o m  P D C  w h i c h  i s  r e f l e c t e d  i n  T A 3 5 - 2 3 0 ,  t h e  u t i l ­

i t y  a p p e a r s  t o  b e  p a y i n g  P D C _ , l e s s _ t h a n  i t  w o u l d  c o s t  P e l c o  t o  i n -  

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

t h i s  a l t e r n a t i v e  w e r e  a d o p t e d ,  a c e i l i n g  o f  12.5jzf p e r  g a l l o n  

; s h o u l d  b e  p l a c e d  o n  t h e  d i f f e r e n t i a l  b e t w e e n  P D C ' s  p r i c e  t o  P e l c o
’ I

a n d  t h e  C h e v r o n  p r i c e  t o  P D C .  T h e  12.5jzf p e r  g a l l o n  f i g u r e  w a s  

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

f u e l  t a n k s  b y  t h e  a n n u a l  f u e l  c o n s u m p t i o n  r e f l e c t e d  i n  T A 3 5 - 2 3 0  

( $ 5 8 , 2 5 0  d i v i d e d  b y  4 6 5 , 4 5 4  g a l l o n s  e q u a l s  12.5jzf p e r  g a l l o n ) .

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

t o  i n c r e a s e .  U n d e r  t h i s  a l t e r n a t i v e ,  P e l c o  w o u l d  n o t  h a v e  t o  r e ­

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

' i t s  p r e s e n t  s u r c h a r g e  c o m p u t a t i o n  u n t i l  P D C ' s  p r i c e  t o  P e l c o  e x ­

c e e d e d  t h e  C h e v r o n  p r i c e  b y  m o r e  t h a n  1 2 . 5 jzf p e r  g a l l o n .  I f  t h e  

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

1 2 . 5 ^  p e r  g a l l o n ,  P e l c o  w o u l d  c a l c u l a t e  t h e  c u r r e n t  f u e l  c o s t  a s  

t h e  C h e v r o n  p r i c e  p l u s  12.5jzf p e r  g a l l o n .

S t a f f  e x p r e s s e d  i t s  b e l i e f  t h a t  t h e  t h i r d  a l t e r n a t i v e  

w a s  t h e  m o s t  p r a c t i c a l  s o l u t i o n .  P e l i c a n ' s  c u s t o m e r s  w o u l d  b e  

p r o t e c t e d  b y  t h e  1 2 .5 g f  c e i l i n g  d i s c u s s e d  a b o v e ,  a n d  i n  t h e  n e x t  

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

' a d o p t  a n  i n t e r f u n d  o r  t o  i n s t a l l  a n d  m a i n t a i n  i t s  o w n  f u e l  t a n k s .  J

T h e  C o m m i s s i o n  c o n c u r s  w i t h  S t a f f ' s  a n a l y s i s  a n d  b e S

I 1

l i e v e s  t h a t  P e l c o ' s  p r e s e n t  m e t h o d  o f  c a l c u l a t i n g  f u e l  s u r c h a r g e s ! '  

s h o u l d  b e  u s e d  u n l e s s  t h e  p r i c e  c h a r g e d  P e l c o  b y  P D C  e x c e e d s  t h e  ^  

" C h e v r o n  p r i c e  b y  m o r e  t h a n  1 2 . 5 ^  p e r  g a l l o n .  I n  t h a t  c a s e ,  t h e  

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

t h e  C h e v r o n  p r i c e  p e r  g a l l o n  p l u s  12.5jzf p e r  g a l l o n .  I n  i t s  n e x t  

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

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

U — 8 1  — 8 9 ( 1 0 )  
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a n  a p p r o p r i a t e  y e a r l y  i n t e r f u n d  b e t w e e n  P D C  a n d  P e l c o  to r e f l e c t
ji
t h e  f u e l  s t o r a g e  s e r v i c e  p r o v i d e d  b y  P D C .

ii
; T H E  C O M M I S S I O N  F U R T H E R  F I N D S  A N D  C O N C L U D E S :
\\

: 1. T h e  f u e l  s u r c h a r g e s  p r e v i o u s l y  a p p r o v e d  o n  a n  i n -
: t
i.

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

b a s i s .

2. P e l c o  s h o u l d  b e  a l l o w e d  t o  c o n t i n u e  i t s  p r e s e n t

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

; f i l i n g s  u n l e s s ' P D C ' s  p r i c e  to P e l c o  ( t h e  d o c k  p r i c e }  e x c e e d s  t h e

!; C h e v r o n  p r i c e , b y  m o r e  t h a n  1 2 . 5 ^  p e r  g a l l o n .  T h e n  P e l c o  s h o u l d

c a l c u l a t e  t h e  c u r r e n t  c o s t  a s  t h e  C h e v r o n  p r i c e  p e r  g a l l o n  p l u s  

1 2 . 5 ^  p e r  g a l l o n .

3. In c o n j u n c t i o n  w i t h  i t s  n e x t  r a t e  f i l i n g ,  P e l c o  

e i t h e r  s h o u l d  i n s t a l l  t h e  t a n k  f a r m  a n d  i n c l u d e  it in P e l c o ' s  r a t e

b a s e  or s h o u l d  inter^und_..an_appxopirJLa.te a n n u a l  e x p e n s e  a s s o c i a t e d

w i t h  u s e  o f  t h e  P D C  t a n k  farm,

O R D E R

T H E  C O M M I S S I O N  F U R T H E R  O R D E R S :

1. T h e  f u e l  s u r c h a r g e s  p r e v i o u s l y  a p p r o v e d  o n  a n  

i n t e r i m ,  r e f u n d a b l e  b a s i s  in t h i s  p r o c e e d i n g  f o r  t h e  S a n d  Point. 

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

b a s i s .

2. P e l i c a n  U t i l i t y  C o m p a n y  s h a l l  c o n t i n u e  t o  c a l c u l a t e  

i t s  f u e l  c o s t  r a t e  a d j u s t m e n t  s u r c h a r g e s  f o r  i t s  S a n d  P o i n t  D i v i ­

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

. p r i c e  e x c e e d s  t h e  C h e v r o n  p r i c e  t o  P e l i c a n  D i s t r i b u t i n g  C o m p a n y  b y  

1 2 . p e r  g a l l o n .  If t h e  p r i c e  t o  P e l i c a n  U t i l i t y  C o m p a n y  e x c e e d s  

t h e  12. 5jzf p e r  g a l l o n  l i m i t ,  t h e  a l l o w e d  p r i c e  s h a l l  b e  t h e  C h e v r o n  

p r i c e  p l u s  12.5jzf p e r  g a l l o n .

3. In its n e x t  p e r m a n e n t  r a t e  r e l i e f  r e q u e s t ,  P e l i c a n

U t i l i t y  C o m p a n y  - S a n d  P o i n t  D i v i s i o n  e i t h e r ; s h a l l  in s t a l l ,  t h e  

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

U - 8 1 - 8 9 ( 1 0 )  
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ann ual in t er f un d e x p e n s e  from P e l i c a n  D i s t r i b u t i n g  C o m p a n y  to 

P e l i c a n  U t i l i t y  C o m p a n y  - Sand P o i n t  D i v i s i o n  for use of these 

fuel s t o r ag e  fac ilities .

D A T E D  A N D  E F F b C T TV E  a t  A n c h o r a g e ,  A l a s k a  t h i s  2 6 t h  d a y  o f  O c t o ­

b e r ,  1 9 8 2 .

B Y  D I R E C T I O N  O F  T H E  C O M M I S S I O N  
( C o m m i s s i o n e r  S u s a n  M. K n o w l e s ,  n o t  p a r t i c i p a t i n g )
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^ O t a n m  s L m  Z t

i n c r e a s e d  b y  $ 8 3 , 1 2 4  t o  $ 9 , 4 3 0 , 3 6 9  t o  r e f l e c t  t h e  increajre 

i n  p u r c h a s e d  p o w e r  c o s t s  t o  $ . 0 1 6 7 0 5  p e r  K W H .  ( E x h i b i t  1 3 ) .

S t a f f  r e v i e w e d  t h e  u t i l i t y ’s e x p e n s e s , - a n d  a d j u s t m e n t s
/TjT.

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

u l a t i o n  e x p e n s e .  M E A  a c c u m u l a t e d  t h e  t o t a l  c o s t  o f  $ 3 6 , 6 0 0  f o r  

t h e  d e r e g u l a t i o n  e l e c t i o n  i n  t w o  s u b a c c o u n t s ,  l a b o r  c o s t s  o f
S'

$ 1 5 , 9 8 2  a n d  o t h e r  e x p e n s e s  o f  $ 2 0 , 6 1 8 .  S t a f f  m a i n t a i n e d  t h a t
/*

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

w h i c h  s h o u l d  b e  e x p e n s e d ^ i n  t h e  c u r r e n t  p e r i o d .  S t a f f  a m o r t i z e d  

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

o f  i n c r e a s i n g  M £ tC^s  p r o  f o r m a  o p e r a t i n g  e x p e n s e s  b y  $ 1 7 , 1 4 1  t o  

$ 9 , 4 4 7 , 5 1 0  i n c l u d i n g  t h e  a d d i t i o n a l  i n c r e m e n t  o f  w h o l e s a l e  

p o w e r  c o s t s  p e r  E x h i b i t  1 3  w i t h  w h i c h  S t a f f  c o n c u r r e d .  T h e  

u t i l i t y  d i d  n o t  o b j e c t  t o  S t a f f ’s t r e a t m e n t  o f  d e r e g u l a t i o n  

c p e n s e .

M V C A C  s u g g e s t e d  t h r e e  s p e c i f i c  a d j u s t m e n t s  t o  M E A ' s

o p e r a t i n g  e x p e n s e s .  F i r s t ,  t h e  i n t e r v e n o r  s t a t e d  t h a t  t h e

u t i l i t y ' s  c o n t r i b u t i o n s  t o  S u s i t n a  P o w e r  N o w ,  w h i c h  t o t a l l e d

$ 1 , 0 0 0  d u r i n g  1 9 8 0 ,  s h o u l d  b e  d i s a l l o w e d  u n d e r  A S  4 2 . 0 5 . 3 8 1 .

T h i s  s e c t i o n  o f  t h e  C o m m i s s i o n ' s  g o v e r n i n g  s t a t u t e  p r o v i d e s  i n

p e r t i n e n t  p a r t  t h a t :

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

^ e x c e p t )  f o r  r e a s o n a b l e „ . a m o u n t s  - s p e n t  f o r

(1) e n e r g y  c o n s e r v a t i o n  e f f o r t s ;

(2) p u b l i c  i n f o r m a t i o n  d e s i g n e d  t o  p r o m o t e  
m o r e  e f f i c i e n t  u s e  o f  t h e  u t i l i t y ' s  
f a c i l i t i e s  o r " s e r v i c e s  o r  t o  p r o t e c t  
t h e  p h y s i c a l  p l a n t  o f  t h e  u t i l i t y ;

(3) i n f o r m i n g  s h a r e h o l d e r s  a n d  m e m b e r s  o f  
a c o o p e r a t i v e  o f  m e e t i n g s  o f  t h e  u t i l i t y  
a n d  e n c o u r a g i n g  a t t e n d a n c e ;  o r

(4) e m e r g e n c y  s i t u a t i o n s  t o  t h e  e x t e n t  a n d  

u n d e r  t h e  c i r c u m s t a n c e s  a u t h o r i z e d  b y  
t h e  c o m m i s s i o n  f o r  g o o d  c a u s e  s h o w n .
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S e c o n d ,  M V C A C  a r g u e d  t h a t  d e r e g u l a t i o n  e x p e n s e s

32

s h o u l d  b e  r e d u c e d  b y  $ 5 , 3 0 5  ( E x h i b i t  3 )  f o r  a d v e r t i s i n g  e x p e n s e s  

w h i c h  i t  a l s o  b e l i e v e d  w e r e  i n  v i o l a t i o n  o f  A S  4 2 . 0 5 ^ . 3 8 1 .  T h e  

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

e l e c t i o n s  " b e  f u n d e d  w i t h o u t  a p e t i t i o n  o f  2 0 %  o f  t h e  m e m b e r ­

s h i p  p r i o r  t o  a n y  f u t u r e  e x p e n d i t u r e s  b y  M E A . "  ( T - 7 ,  p. 2 ) .

T h i r d ,  M V C A C  a v e r r e d  t h a t  t h e  s a y i n g s  e x p e r i e n c e d  b y

i

M E A  f o r  r e d u c t i o n s  i n  i t s  p r e m i u m s  f o r  p r o p e r t y  a n d  l i a b i l i t y  

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

i n  o p e r a t i n g  e x p e n s e s .  T h e  c o s t  o f  p r o p e r t y  i n s u r a n c e  c o v e r a g e  

w a s  r e d u c e d  b y  $ 2 , 7 4 5  p e r  E x h i b i t  2 a n d  o f  l i a b i l i t y  i n s u r a n c e  

c o v e r a g e  b y  $ 8 1  ( $ 7 5 , 2 1 7  m i n u s  $ 7 4 , 9 8 0  t i m e s  2 9  p e r c e n t ) .

T h e  C o m m i s s i o n  c o n c u r s  w i t h  S t a f f ' s  r e c o m m e n d a t i o n ' s ,  

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

f u l l y  _ e x p e n s e d  i n  t h e  t e s t  y e a r ,  s i n c e  i t  is a n  o n g o i n g  o b l i g ­

a t i o n  o f  t h e  u t i l i t y .   ^

T h e  C o m m i s s i o n  a l s o  b e l i e v e s  t h a t  e x p e n s e s  f o r  a d ­

v e r t i s i n g  M E A Vs p o s i t i o n  i n  t h e  d e r e g u l a t i o n  e l e c t i o n  i n  1 9 8 0  -

- b o t h  i n  n e w s p a p e r s  a n d  o n  t h e  r a d i o  —  s h o u l d  b e  d i s a l l o w e d .

A n  e x a m i n a t i o n  o f  t h e  t e x t  o f  a d v e r t i s i n g  p l a c e d  b y  M E A  B o a r d  

a n d  m a n a g e m e n t  i n  t h e  n e w s p a p e r s  c i r c u l a t i n g  i n  t h e  M E A  s e r v i c e  

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

s t a t e m e n t s  a n d  e r r o r s  o f  b o t h  f a c t  a n d  l a w .  ( E x h i b i t  3 ) .  F o r  

e x a m p l e ,  o n e  a p p e a r i n g  i n  t h e  C h u g i a k - E a g l e  R i v e r  S t a r  o n  S e p ­

t e m b e r  18, 1 9 8 0 ,  s t a t e d  t h a t  e v e n  i f  e c o n o m i c a l l y  d e r e g u l a t e d ,  

M E A  s t i l l  w o u l d  " b e  f u l l y  r e g u l a t e d  b y  R E A "  a n d  t h a t  t h e  " R E A  

w i l l  r e g u l a t e  r a t e  a d j u s t m e n t s . "  T h a t  s t a t e m e n t  i s  f a l s e  a n d  

m i s l e a d i n g .  A s  M E A ’s m a n a g e m e n t  i s  a w a r e ,  t h e  R E A  d o e s  n o t  p a s s  

o n  t h e  r e a s o n a b l e n e s s  a n d  p r o p r i e t y  o f  t h e . r a t e s  M E A  o r  a n y  

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

u t i l i t y ' s  " b a n k e r " ,  R E A ' s  s o l e  i n 1' ? r e s t  is. w h e t h e r  t h e  r e v e n u e  

M E A  e a r n s  f r o m  i t s  r a t e s  is s u f f i c i e n t  t o  p a y  b a c k  t h e  l o a n s

/
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m a d e  t o  M E A  f o r  c o n s t r u c t i o n  p r o j e c t s  a n d  e x p a n s i o n  o f  i t s  

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

t h a t  t h e  C o m m i s s i o n  w a s  " l e s s  s e n s i t i v e  t o  l o c a l  e c o n o m i c  c o n ­

d i t i o n s  t h a n  t h e  M E A  B o a r d "  a n d  t h a t  A P U C  r e g u l a t i o n  d i d  n o t  

p e r m i t  M E A  " t o  c a r r y  o u t  t h e  s t a t e d  p r e f e r e n c e  o f  i t s  m e m b e r s  

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

c h a n g e s . "  T h a t ,  t o o ,  i s  f a l s e .  T h e  M E A  B o a r d  d e t e r m i n e s  w h e n  

t h a t  u t i l i t y ' s  r a t e  f i l i n g s  a r e  m a d e .  O b v i o u s l y  t h e  l e s s  fre-- 

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

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

m i t t e d  u n d e r  c r o s s - e x a m i n a t i o n  t h a t  h e  o r d e r e N(i._the__MEA.-draf-t-ing 

d e p a r t m e n t  t o  " r e c o n f i g u r e "  t h e  s t a n d a r d  a r t w o r k  o f  t h e  c a r i -

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

N a t i o n a l  R u r a l  E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n  ( N R E C A )  t o  m e m ­

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

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

c a r i c a t u r e  a p p e a r s  s w i n g i n g  a b a s e b a l l  b a t  a t  a l l e g e d  " u n n e c ­

e s s a r y  r e g u l a t i o n "  (V a l l e y  S u n ,  E a g l e  R i v e r  S u n ,  F r o n t i e r s m a n ,  

C h u q i a k - E a q l e  R i v e r  S t a r ); u s i n g  a p a i r  o f  s h e a r s  to, p r e s u m ­

a b l y ,  e l i m i n a t e  " r e d  t a p e "  (V a l l e y  S u n , S e p t e m b e r  16, 1 9 8 0 ) ;  

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

(C h u q i a k - E a q l e  R i v e r  S t a r , S e p t e m b e r  4, 1 9 8 0 ) ;  a n d  r e m o v i n g  a 

b a l l  a n d  c h a i n  (V a l l e y  S u n ,  E a g l e  R i v e r  S u n ,  F r o n t i e r s m a n ,  

C h u g i a k - E a q l e  R i v e r  S t a r ,  A n c h o r a g e  T i m e s ,  A n c h o r a g e  D a i l y  N e w s )

I n  s h o r t ,  t h e  C o m m i s s i o n  b e l i e v e s  t h a t  t h e  m i s l e a d i n g  t e x t  o f  

t h e  s o - c a l l e d  " P r o "  a n d  " C o n "  a r g u m e n t s  t h a t  a p p e a r e d  i n  t h e  

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

f a i r l y  w e i g h t e d  t h e  a d v e r t i s i n g  c a m p a i g n  i n  f a v o r  o f  t h e  M E A  

B o a r d ' s  p o s i t i o n  o n  d e r e g u l a t i o n .  T h e  e n t i r e  M E A - s p o n s o r e d  

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

t h e  L e g i s l a t u r e  u n d e r  A S  4 2 . 0 5 . 7 1 2 .

U - 8 1 - 3 2 ( 3  ) p

—  -  ' r r‘S ° ° °f  3 4   -     _  , , ___________
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1 F o r  t h e  f o r e g o i n g  r e a s o n s  t h e  C o m m i s s i o n  w i l l  a l l o w

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

3 e l e c t i o n ,  e . g . ,  b a l l o t  p r i n t i n g ,  m a i l i n g  a n d  t a b u l a t i o n ,  b u t

4 b e l i e v e s  t h e  e x p e n s e s  o f  $ 5 , 3 0 5  a s s o c i a t e d  w i t h  M E A ^ s a d v e r -

5 t i s i n g  c a m p a i g n  s h o u l d  b e  r e j e c t e d .  T h e  ' b a l a n c e - o f -  $ 1 5 , 3 1 2 ...in

6 o t h e r  d e r e g u l a t i o n  e x p e n s e s  w i l l  b e  a m o r t i z e d  o v e r  t w o  y e a r s  i n

7 e q u a l  a n n u a l  i n s t a l l m e n t s .  T h e  t w o - y e a r  p e r i o d  a p p e a r s  r e a s o n -
s.

8 a b l e  i n a s m u c h  a s  A S  4 2 . 0 5 . 7 1 2  a l l o w s  a  u t i l i t y  t o  c o n d u c t

9 d e r e g u l a t i o n  e l e c t i o n s  a t  t w o - y e a r  i n t e r v a l s .

10 M V C A C  h a s  s u g g e s t e d  t h a t  a— p e t i t i o n  o f  2 0  p e r c e n t  o f

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

12 f u n d s  o n  a n y  f u t u r e  d e r e g u l a t i o n  e l e c t i o n .  T h e  C o m m i s s i o n
     ---

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

1 4  m e n t  t o  o p e r a t i o n  o f  t h e  l a w  g o v e r n i n g  d e r e g u l a t i o n  e l e c t i o n s .

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

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

17 u n d e r  A S  4 2 . 0 5 . 7 1 2 ( b )  f o r  a q u o r u m  o r  d e c i d i n g  v o t e  i n  the.

18 e l e c t i o n .  W h i l e  i t  c a n n o t  a d o p t  M V C A C  R e c o m m e n d a t i o n  N o .  5,

1 9  t h e  C o m m i s s i o n  w i l l  c o n t i n u e  t o  m o n i t o r  t h e  a m o u n t  a n d  s c o p e  o f

20 I d e r e g u l a t i o n  e x p e n s e s  t o  a s s u r e  t h e i r  r e a s o n a b l e n e s s  a n d  p r o -

21 ^priety.

22 M V C A C ' s  a r g u m e n t  t o  d i s a l l o w  t h e  u t i l i t y ' s  c o n t r i -

23 b u t i o n s  t o  S u s i t n a  P o w e r  N o w  i s  r e j e c t e d  w i t h o u t  p r e j u d i c e  t o

2 4  i t s  r e s u b m i s s i o n .  T h e r e  i s  v i r t u a l l y  n o  e v i d e n c e  o n  t h e  r e c o r d  .

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

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

2 7  o f  t h e  e n v i r o n m e n t a l  a n d  e c o n o m i c  d e b a t e  s u r r o u n d i n g  t h e  3'isitna

28 h y d r o e l e c t r i c  p r o j e c t .  T h e  C o m m i s s i o n  a l s o  r e c o g n i z e s  t h a t

2 9  t h i s  i s s u e  a f f e c t s  o t h e r  u t i l i t i e s  a n d  t h e r e f o r e ,  b e l i e v e s  t h a t

3 0  i t  s h o u l d  b e  c o n s i d e r e d  w i t h  t h e  b e n e f i t  o f  a f u l l y - d e v e l o p e d

3 1  r e c o r d .
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I d i s s e n t  f r o m  t h e  d e c i s i o n  o f  t h e  m a j o r i t y  w i t h  i

r e s p e c t  t o  t h e  d i s a l l o w a n c e  o f  $ 5 , 3 0 5  f o r  a d v e r t i s i n g  e x p e n s e s

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

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

a m o u n t  a n d  a m o r t i z a t i o n  p e r i o d  f o r  d e r e g u l a t i o n  e x p e n s e  i s  a n  

i s s u e  o f  f i r s t  i m p r e s s i o n  b e f o r e  t h e  C o m m i s s i o n .  It i s  a l s o  a 

m a t t e r  o f  s o m e  s e n s i t i v i t y  i n  t h a t  t h e  C o m m i s s i o n  m u  e r f o r m  

i t s  o v e r s i g h t  r e s p o n s i b i l i t y  w i t h o u t  i n h i b i t i n g ,  o r  aj.. i n g  

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

i n  A S  4 2 . 0 5 . 7 1 2 .

I t  is a p p a r e n t  t h a t  M E A  i n c u r r e d  s u b s t a n t i a l  e x p e n s e s  

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

d e r e g u l a t i o n  e l e c t i o n .  I n  a d d i t i o n ,  l e g i t i m a t e  q u e s t i o n s  h a v e  

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

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

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

i n v o l v e s  a s u b j e c t i v e  a s s e s s m e n t  w h i c h  I f i n d  d i f f i c u l t  t o  

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

o f  r i g h t s  u n d e r  A S  4 2 . 0 5 . 7 1 2 .

G i v e n  t h e  f a c t s  a n d  c i r c u m s t a n c e s  i n  t h e  i n s t a n t  * 

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

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

7! ~  2 5
S o  e x t r a o r d i n a r y  c o s t s  a s s o c i a t e d  w i t h  t h i s  i n i t i a l  e l e c t i o n  a n d
U l/l J
Q  cn 2 6

co ^  eg t h e  q u e s t i o n a b l e  r e a s o n a b l e n e s s  o f  s o m e  e x p e n d i t u r e s .
ro ro vo 2 7

I
I W  V O

in N  - „
M  — < CM 2 8  
c  <
•H
•c -a? . _
<—  a  c  2 9
•H CO o
o  n  .c

K  v. a . _  _  -?■
* 2  3 0  
a  U  

C
u <  3 1
n

_A

U - S l - 3 2 ( 3 )  - D i s s e n t i n g  S t a t e m e n t



U - 8 1 - 1 0 1  ( B e n c h  O r d e r )

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

s u b s t a n t i v e  d e v e l o p m e n t s  o c c u r  w i t h  r e s p e c t  to t h e  g a s - ' s u p p l y  

c o n t r a c t  n e g o t i a t i o n s .  F u r t h e r ,  o n c e  n e g o t i a t e d ^ / t h e  c o n t r a c t s  

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

3. C o n t i n u i n g  P r o p e r t y  R e c o r d s  ( s y s t e m . U p o n  r e v i e w  o f  

t h i s  u t i l i t y ' s  p r i o r  r a t e  p r o c e e d  i n g , ,tfie C o m m i s s i o n  f i n d s  t h a t  

E N S T A R  h a s  n o t  c o m p l i e d  w i t h  t h e  d i r e c t i v e  in U - 7 5 - 9 5 ( 7 )  in w h i c h

t h e  C o m m i s s i o n  o r d e r e d  t h e u t i l i ŷ  t o  i n s t i t u t e  a c o n t i n u i n g

p r o p e r t y  r e c o r d s  ( C P R )  s y s t e m ,  a s  r e q u i r e d  b y  A S  4 2 . 0 5 . 4 6 1 ,  o n  or

b e f o r e  S e p t e m b e r  3 0 ,  1 9 7 6 .  D e s p i t e  t h e  f a i l u r e  o f  E N S T A R  to/
c o m p l y  w i t h  t h e  C o m m i s ' s i o n ' s p r i o r  o r d e r ,  t h e  C o m m i s s i o n  p e r c e i v e s  

t h a t  t h e  u t i l i t y ^ n o w  i n t e n d s  to p r o c e e d  i n  g o o d  f a i t h .  A c c o r d i n g ­

ly, t h e  C o m m i s s i o n  a c c e p t s  a s  r e a s o n a b l e  t h e  u t i l i t y ' s  e s t i m a t e  o f  

o n e  y e a r  to c o m p l e t e  i t s  n e w  C P R  s y s t e m .  E N S T A R  w i l l  b e  r e q u i r e d  

to i n s t i t u t e  t h e  C P R  s y s t e m  n o t  l a t e r  t h a n  O c t o b e r  3 1 ,  1 9 6 3 .  

S t a f f / 6 i l l  t h e n  b e  r e q u i r e d  to r e v i e w  t h e  C P R  s y s t e m  to a s s u r e  its 

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

i e w  to t h e  C o m m i s s ie v :

C o m m i s s i o n  f i n d s  t h a t  E N S T A R  h a s  n o t  f u l l y  m e t  i t s  b u r d e n  o f  p r o o f  

t h a t  t h e  i n t e r c o m p a n y  m a n a g e m e n t  f e e s  p a i d  to i t s  p a r e n t  c o r p o r a­

t i o n  a r e  j u s t  a n d  r e a s o n a b l e .  H o w e v e r ,  t h e  C o m m i s s i o n  b e l i e v e s  

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

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

n e n t  r a t e  c a s e  w h e r e i n  a m o r e  e x h a u s t i v e  a u d i t  w a s  c o n d u c t e d  b y  

S t a f f  to v e r i f y  t h i s  e x p e n d i t u r e .  F o r  t h i s  r e a s o n ,  t h e  $ 6 1 1 , 0 0 0  

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

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

the r e q u i r e m e n t  t h a t  E N S T A R  s u b m i t  b y  A p r i l  29, 1 9 8 3 ,  a n e w ,  mor> 

a u d i t a b l e  c o n t r a c t  for C o m m i s s i o n  a p p r o v a l .  T h e  S t a f f  s h o u l d  th 

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

s u g g e s t i o n s  f o r  c h a n g e s  in t h e  c o n t r a c t  f o r m u l a .
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2 a n d  e v i d e n c e  o n  ~the r e c o T d ^  t h e  C o m m i s s i o n  f i n d s  t h a t  t h e  e x p e n s e s

3 a s s o c i a t e d  w i t h  E N S T A R 1s s p o n s o r s h i p  o f  p u b l i c  t e l e v i s i o n  p r o g r a m -

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

5 s i o n ' s  r e g u l a t i o n s  a s  " g o o d  w i l l  a d v e r t i s i n g . "  W h i l e  t h i s  a s p e c t

6 o f  E N S T A R ' s  a d v e r t i s i n g  i s  r e f l e c t i v e  o f  a l a u d a b l e  c i v i c  c o m m i t -

7 m e n t ,  n o n e t h e l e s s  i t  a l s o  r e f l e c t s  t h e  u t i l i t y ’s d e s i r e  to e n h a n c e

8 its p u b l i c  i m a g e .  F u r t h e r m o r e ,  t h i s  e x p e n d i t u r e  d o e s  t i n t o

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

1 0  s c r i b e d  in A S  4 2 . 0 5 . 3 8 1 ( a ) .  A c c o r d i n g l y ,  $ 3 0 , 2 9 6  in at. s i n g

11 e x p e n s e s  s h o u l d  b e  d i s a l l o w e d  f o r  r a t e m a k i n g  p u r p r a s  < p r e s s l y

12 p r o v i d e d  u n d e r  A S  4 2 . 0 5 . 3 8 1 ( a )  a n d  3 A A C  5 0 . 5 0 0 .

13 L o b b y i n g  E x p e n s e £ T ^ ) A l t h o u g h  t h e  C o m m .  "in r e c o g -

1 4  n i z e s  t h a t  t h e r e  m a y  b e  i n s t a n c e s  in w h i c h  a u t i l i t y  pc c e i v ^ s
»

15 t h a t  c e r t a i n  c o n g r e s s i o n a l  or S t a t e  l e g i s l a t i o n  is n o t  in its b e s t

16 i n t e r e s t ,  t h e  C o m m i s s i o n ' s  i n t e r p r e t a t i o n  o f  A S  4 2 . 0 5 . 3 8 1 ( a ) ,
v. ... .. — -
\

17 p a r t i c u l a r l y  in c o n j u n c t i o n  w i t h  3 A A C  5 0 . 5 0 0 ( a ) - ( c ) , i t s  c o n s i d -

18 e r a t i o n  o f  t h e  w e i g h t  o f  r e g u l a t o r y  p r e c e d e n t ,  a^nd i t s  l i m i t e d

1 9  i n t e n t  a s  e x p r e s s e d  in U - 7 8 - 4 ( 3 3 ) ,  c o l l e c t i v e l y  d i c t a t e  t h a t

2 0  $ 1 8 , 0 0 0  i n  l o b b y i n g  e x p e n s e s  i n c u r r e d  d u r i n g  t e s t  y e a r  o p e r a t i o n s

21 s h o u l d  b e  d i s a l l o w e d .  In a d d i t i o n  to a n y  l e g a l  r e s t r i c t i o n s ,  the

2 2  C o m m i s s i o n  o b s e r v e s  t h a t  w h e n  a u t i l i t y  c l a i m s  d i r e c t  b e n e f i t s  to

23 its r a t e p a y e r s  a s  a r e s u l t  o f  l o b b y i n g  e f f o r t s ,  t h e  u t i l i t y  is

2 4  p r e s u m i n g  to d e t e r m i n e  w i t h o u t  t h e  p r i o r  k n o w l e d g e  o r  c o n s e n t  of

2 5  .its r a t e p a y e r s  w h a t  p e n d i n g  l e g i s l a t i o n  is o r  is n o t  b e n e f i c i a l  t

2 6  t h e m .  A l t e r n a t i v e l y ,  e v e n  if t h e  C o m m i s s i o n  w e r e  to d e t e r m i n e  th

2 7  a p p r o p r i a t e n e s s  o f  a g i v e n  l o b b y i n g  e f f o r t  o n  a c a s e - b y - c a s e

2 8  b a s i s ,  t h e  C o m m i s s i o n ,  in a t t e m p t i n g  to r u l e  o n  t h e  q u e s t i o n  of "

2 9  c l e a r  s h o w i n g  o f  d e m o n s t r a b l e  b e n e f i t s  to r a t e p a y e r s , "  w o u l d  be

3 0  r e q u i r e d  to o f f e r  j u d g m e n t s  o n  s u c h  i s s u e s  a s :  Is the L c g i s l a t u :

\

3 1  (or C o n g r e s s )  a c t i n g  w i s e l y  in c h a n g i n g  e x i s t i n g  l a w s ?  W h a t  typ

3 2  of p r o p o s e d  l e g i s l a t i o n  s h o u l d  b e  d e f e a t e d ?  S h o u l d  a u t i l i t y  be

U - 8 1 - 1 0 1  ( B e n c h  O r d e r )  
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r e i m b u r s e d  for m e r i t o r i o u s  b u t  u n s u c c e s s f u l  l o b b y i n g  e f f o r t s ?  H o w  

s h o u l d  l e g i s l a t i o n  b e n e f i c i a l  to o n e  u t i l i t y ' s  r a t e p a y e r s  b u t  

d e t r i m e n t a l  to o t h e r s  b e  t r e a t e d ? ,  e t c .  In s u m ,  e v e n  if the  C o m ­

m i s s i o n  w e r e  to a r t f u l l y  c i r c u m v e n t  th e  s t a t u t e  (AS 4 2 . 0 5 . 3 8 1 ( a ) )  

and d i s r e g a r d  its o w n  r e g u l a t i o n s  (3 A A C  5 0 . 5 0 0 ) ,  th e f a c t  t h a t  

the C o m m i s s i o n  w o u l d  b e  r e q u i r e d  to r e n d e r  s u c h  s u b j e c t i v e  and  

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

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

p r o c e e d i n g s  as the p r o p e r  e x p e n s e  o f  a u t i l i t y ' s  s t o c k h o l d e r s .

7. R a t e  C a s e  E x p e n s e s . T h e  C o m m i s s i o n  w i l l  a l l o w  

E N S T A R  an u p w a r d  a d j u s t m e n t  in rat e c a s e  e x p e n s e s  to $ 6 1 , 5 9 8 /  

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

so n a b l e  d u r i n g  the h e a r i n g ,  s u b j e c t  to the s u b m i s s i o n  o t  d o c u m e n ­

tat i on  to f u l l y  s u p p o r t  a l l  a c t u a l  e x p e n s e s  at  t h e  enci o f  b o t h  

this p h a s e  and  the ra te  d e s i g n  p h a s e  o f  the p r o c e e d i n g .  A d d i ­

tio n a l l y ,  the C o m m i s s i o n  w i l l  a l l o w  the  ut il it y^ /t he  o p t i o n  of

r e q u e s t i n g  a f u r t h e r  a d j u s t m e n t  if d o c u m e n t e d ^ r a t e  c a s e  e x p e n s e s

/
for th e r a t e  d e s i g n  p h a s e  o f  t h i s  p r o c e e d i n g  e x c e e d  the u t i l i t y ' s  

p r o j e c t i o n s .  /
v

8. T r e a t m e n t  o f $ 3 . 2  M i l l i o n  L i n e  of _ C r e d i  t . H i s t o r i­

call y, the C o m m i s s i o n  h a s  n o t  p e r m i t t e d  s h o r t - t e r m  d e b ^  to be

tr e a t e d  as a c o m p o n e n t  o f  a u t i l i t y ' s  d e b t  c a p i t a l  s t r u c t u r e .
//•

B e ca us e E N S T A R  h a s  n o t  o f f e r e d  any  j u s t i f i c a t i o n  for c h a n g i n g  this  

p o l i c y ,  th e  C o m m i s s i o n  b e l i e v e s  t h a t  the $ 3 , 2 0 0 , 0 0 0  l i n e  o f  c r e d i t  

s ho u l d  be d e l e t e d  f r o m , t h e  c o s t  of  c a p i t a l  c o m p u t a t i o n .

9. C o n s o l i d a t e d  F e d e r a l  I n c o m e  T a x e s . T h e  C o m m i s s i o n

* ,

r e a f f i r m s  the p o l i c y  p r e v i o u s l y .a r t i c u l a t e d  in U - 7 5 - 9 5 ( 1 6 )  an d

/  . r
U - 7 8 - 4 ( 3 3 )  t h a t / t h e  b e n e f i t s  w h i c h  r e s u l t  f r o m  the f i l i n g  o f  a

/
c o n s o l i d a t e d ^ f e d e r a l  i n c o m e  tax r e t u r n  m u s t  be s h a r e d  e q u i t a b l y

w i t h  the u t i l i t y  and  it s r a t e p a y e r s .  For the p u r p o s e  of  e s t a b -
/

l i s h i n g  -the f e d e r a l  i n c o m e  tax  a l l o w a n c e  in c o s t  o f  s e r v i c e ,  the

U - 8 1 - 1 0 1  (Be nch  Or de r)
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- p M u y i £ / v l a .1 .  /t t . 'Z c  u ) C h U ( H

1 s u b m i t  p r o g r e s s  r e p o r t s  o n  a  q u a r t e r l y  s c h e d u l e ,  o r  s o o n e t / ' i f

2 s u b s t a n t i v e  d e v e l o p m e n t s  o c c u r  w i t h  r e s p e c t  t o  t h e  g a s ' ^ s u p p l y
•r

/

3 c o n t r a c t  n e g o t i a t i o n s .  F u r t h e r ,  o n c e  n e g o t i a t e d , .-the c o n t r a c t s/
4 t h e m s e l v e s  s h o u l d  b e  s u b m i t t e d  t o  t h e  C o m m i s s i o n  f o r  a p p r o v a l .

/
5 3. C o n t i n u i n g  P r o p e r t y  R e c o r d s  S y s t e m . U p o n  r e v i e w  o f

• .

6 t h i s  u t i l i t y ' s  p r i o r  r a t e  p r o c e e d i n g ,  ,th e C o m m i s s i o n  f i n d s  t h a t

7 E N S T A R  h a s  n o t  c o m p l i e d  w i t h  t h e  d i r e c t i v e  i n  U - 7 5 - 9 5 ( 7 )  i n  w h i c h

/ ■
8 t h e  C o m m i s s i o n  o r d e r e d  t h e  u t i l i t y  t o  i n s t i t u t e  a  c o n t i n u i n g

g p r o p e r t y  r e c o r d s  ( C P R )  s y s t e m ,  a s  r e q u i r e d  b y  A S  4 2 . 0 5 . 4 6 1 ,  o n  o r

/
1 0  b e f o r e  S e p t e m b e r  3 0 ,  1976*1 D e s p i t e  t h e  f a i l u r e  o f  E N S T A R  t o

/
y1 1  c o m p l y  w i t h  t h e  C o m m i s s i o n ' s  p r i o r  o r d e r ,  t h e  C o m m i s s i o n  p e r c e i v e s

7
1 2  t h a t  t h e  u t i l i t y  n o w  i n t e n d s  t o  p r o c e e d  i n  g o o d  f a i t h .  A c c o r d i n g -

/

1 3  l y ,  t h e  C o m m i s s i o n  a c c e p t s  a s  r e a s o n a b l e  t h e  u t i l i t y ' s  e s t i m a t e  o f

1 4  o n e  y e a r  t o y c o m p l e t e  i t s  n e w  C P R  s y s t e m .  E N S T A R  w i l l  b e  r e q u i r e d

1 5  t o  i n s t i t u t e  t h e  C P R  s y s t e m  n o t  l a t e r  t h a n  O c t o b e r  3 1 ,  1 9 8 3 .

1 6  S t a f f / w i l l  t h e n  b e  r e q u i r e d  t o  r e v i e w  t h e  C P R  s y s t e m  t o  a s s u r e  i t s

1 7  c o m p l i a n c e  w i t h  t h e  s t a t u t e  a n d  t o  r e p o r t  t h e  r e s u l t s  o f  t h a t

o ■<- / f e v i e w  t o  t h e  C o m m i s s i o n

- *s C2
5 w  ^  M a n a g e m e n t  F e e s  P a i d  t o  P a r e n t  C o r p o r a t i o n ^ ) T h e

2 0  C o m m i s s i o n  f i n d s  t h a t  E N S T A R  h a s  n o t  f u l l y  m e t  i t s  b u r d e n  o f  p r o o f

5  - 1 S
« S  != 2 1  t h a t  t h e  i n t e r c o m p a n y  m a n a g e m e n t  f e e s  p a i d  t o  i t s  p a r e n t  c o r p o r a -
<  •<T <

2 2  t i o n  a r e  j u s t  a n d  r e a s o n a b l e .  H o w e v e r ,  t h e  C o m m i s s i o n  b e l i e v e s

2 3  t h a t  t h e  a m o u n t  a c t u a l l y  p a i d  d u r i n g  t h e  t e s t  y e a r  i s  n o t  u n r e a -

2 4  s o n a b l e  w h e n  c o m p a r e d  t o  t h e  f i g u r e s  a p p r o v e d  i n  t h e  l a s t  p e r m a -

2 5  n e n t  r a t e  c a s e  w h e r e i n  a m o r e  e x h a u s t i v e  a u d i t  w a s  c o n d u c t e d  b y  

S  cH S  2 6  S t a f f  t o  v e r i f y  t h i s  e x p e n d i t u r e .  F o r  t h i s  r e a s o n ,  t h e  $ 6 1 1 , 0 0 0
G\ CM 

c 3 CM
o r a 5  2 7  i n t e r c o m p a n y  m a n a g e m e n t  c h a r g e s  w i l l  b e  a c c e p t e d  f o r  p u r p o s e s

|V) \D
0r3 2 8  °f t h i s  p r o c e e d i n g ,  b u t  t h e  a c c e p t a n c e  w i l l  b e  c o n d i t i o n a l  u p o n

v c  2 9  t h e  r e q u i r e m e n t  t h a t  E N S T A R  s u b m i t  b y  A p r i l  2 9 ,  1 9 8 3 ,  a  n e w ,  m o r e
co o
ra - C

S ' 1 ^ 3 0  a u d i t a b l e  c o n t r a c t  f o r  C o m m i s s i o n  a p p r o v a l .  T h e  S t a f f  s h o u l d  t h e n  
eu .c3 U

3 1  f i l e  a  r e p o r t  w i t h  t h e  C o m m i s s i o n  p r o v i d i n g  i t s  c r i t i c i s m s  o r

3 2  s u g g e s t i o n s  f o r  c h a n g e s  i n  t h e  c o n t r a c t  f o r m u l a .

H  
=3 -  a j
CJ r <
►—i • -i co o  
t-o 3 ra -C

U - 8 1 - 1 0 1  ( B e n c h  O r d e r )
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5 28

2 a n d  e v i d e n c e  o n  t h e  r e c o r c I 7  t h e  C o m m i s s i o n  f i n d s  t h a t  t h e  e x p e n s e s  

a s s o c i a t e d  w i t h  E N S T A R ' s  s p o n s o r s h i p  o f  p u b l i c  t e l e v i s i o n  p r o g r a m ­

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

s i o n ' s  r e g u l a t i o n s  a s  " g o o d  w i l l  a d v e r t i s i n g . "  W h i l e  t h i s  a s p e c t  

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

m e n t ,  n o n e t h e l e s s  i t  a l s o  r e f l e c t s  t h e  u t i l i t y ' s  d e s i r e  t o  e n h a n c e  

i t s  p u b l i c  i m a g e .  F u r t h e r m o r e ,  t h i s  e x p e n d i t u r e  d o e s  n o t  f i t  i n t o  

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

s c r i b e d  i n  A S  4 2 . 0 5 . 3 8 1 ( a ) .  A c c o r d i n g l y ,  $ 3 0 , 2 9 6  i n  a d v e r t i s i n g  

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

p r o v i d e d  u n d e r  A S  4 2 . 0 5 . 3 8 1 ( a )  a n d  3 A A C  5 0 . 5 0 0 .

CJ I- ' 0> 
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32

L o b b y i n g  E x p e n s e l T T ^ ^ A l t h o u g h  t h e  C o m m i s s i o n  r e c o g ­

n i z e s  t h a t  t h e r e  m a y  b e  i n s t a n c e s  i n  w h i c h  a  u t i l i t y  p e r c e i v e s  

t h a t  c e r t a i n  c o n g r e s s i o n a l  o r  S t a t e  l e g i s l a t i o n  i s  n o t  i n  i t s  b e s t

i n t e r e s t ,  t h e  C o m m i s s i o n ' s  i n t e r p r e t a t i o n  o f  A S  4 2 . 0 5 . 3 8 1 ( a ) ,
— — — — — —  ,

p a r t i c u l a r l y  i n  c o n j u n c t i o n  w i t h  3 A A C  5 0 . 5 0 0 ( a ) - ( c ) , i t s  c o n s i d - |  

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

i n t e n t  a s  e x p r e s s e d  i n  U - 7 8 - 4 ( 3 3 ) ,  c o l l e c t i v e l y  d i c t a t e  t h a t  

$ 1 8 , 0 0 0  i n  l o b b y i n g  e x p e n s e s  i n c u r r e d  d u r i n g  t e s t  y e a r  o p e r a t i o n s   ̂

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

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

i t s  r a t e p a y e r s  a s  a  r e s u l t  o f  l o b b y i n g  e f f o r t s ,  t h e  u t i l i t y  i s  /
;
I

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

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

t h e m .  A l t e r n a t i v e l y ,  e v e n  i f  t h e  C o m m i s s i o n  w e r e  t o  d e t e r m i n e  tbie 

a p p r o p r i a t e n e s s  o f  a  g i v e n  l o b b y i n g  e f f o r t  o n  a c a s e - b y - c a s e  

b a s i s ,  t h e  C o m m i s s i o n ,  i n  a t t e m p t i n g  t o  r u l e  o n  t h e  q u e s t i o n  o f  " a  

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

r e q u i r e d  t o  o f f e r  j u d g m e n t s  o n  s u c h  i s s u e s  a s :  I s  t h e  L e g i s l a t u r e

( o r  C o n g r e s s )  a c t i n g  w i s e l y  i n  c h a n g i n g  e x i s t i n g  l a w s ?  W h a t  t y p e s  

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

U - 8 1 - 1 0 1  ( B e n c h  O r d e r )
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1 r e i m b u r s e d  for m e r i t o r i o u s  b u t  u n s u c c e s s f u l  l o b b y i n g  e f f o r t s ?  H o w

2 s h o u l d  l e g i s l a t i o n  b e n e f i c i a l  to o n e  u t i l i t y ' s  r a t e p a y e r s  b u t

3 d e t r i m e n t a l  to o t h e r s  b e t r e a t e d ? ,  etc . In sum, e v e n  if th e C o m -

4 m i s s i o n  w e r e  to a r t f u l l y  c i r c u m v e n t  the s t a t u t e  (AS 4 2 . 0 5 . 3 3 1 ( a ) )

5 and d i s r e g a r d  its o w n  r e g u l a t i o n s  (3 A A C  5 0 . 5 0 0 ) ,  t h e  f a c t  t h a t

6 the C o m m i s s i o n  w o u l d  be r e q u i r e d  to r e n d e r  s u c h  s u b j e c t i v e  and

7 j u d g m e n t a l  d e c i s i o n s  w i t h  r e s p e c t  to d i r e c t  r a t e p a y e r  b e n e f i t s

8  e f f e c t i v e l y  r e l e g a t e s  p o l i t i c a l  l o b b y i n g  in t h i s  a n d all f u t u r e

9 p r o c e e d i n g s  as the p r o p e r  e x p e n s e  o f  a u t i l i t y ' s  s t o c k h o l d e r s .

10  7. R a t e  C a s e  E x p e n s e s . T he  C o m m i s s i o n  w i l l  a l l o w

11 E N S T A R  an u p w a r d  a d j u s t m e n t  in r a t e  c a s e  e x p e n s e s  to $ 6 i , 5 9 8

1 2  a m o r t i z e d  o v e r  t h r e e  y e a r s ,  o n  th e  b a s i s  o f e s t i m a t e s  f o u n a  r e a -

13 s o n a b l e  d u r i n g  the h e a r i n g ,  s u b j e c t  to the s u b m i s s i o n  o x  d o c u m e n -

14 t a t i o n  to f u l l y  s u p p o r t  a l l  a c t u a l  e x p e n s e s  at  th e e n / o f  b o t h

15 this  p h a s e  an d the rate d e s i g n  p h a s e  of  the p r o c e e d i n g .  A d d i -
/

15 t i o n a l l y ,  the C o m m i s s i o n  w i l l  a l l o w  the u t i l i t y y t h e  o p t i o n  of

./

1 7  r e q u e s t i n g  a f u r t h e r  a d j u s t m e n t  if d o c u m e n t e d  r a t e  c a s e  e x p e n s e s

18 for the r a t e  d e s i g n  p h a s e  o f  t h i s  p r o c e e d i n g  e x c e e d  the u t i l i t y ' s
./
/

19 p r o j e c t i o n s .  /
/

20 8. T r e a t m e n t  of $ 3 . 2  M i l l i o n  L i n e  o f C r e d i t. H i s t o r i -

21 ca ll y,  the  C o m m i s s i o n  ha s  n o t  p e r m i t t e d  s h o r t - t e r m  d e b t  to be

/

2 2  t r e a t e d  as a c o m p o n e n t  o f  a u t i l i t y ' s  d e b t  c a p i t a l  s t r u c t u r e .

23 B e c a u s e  ENSTAR h a s  no t  o f f e r e d  a n y  j u s t i f i c a t i o n  for c h a n g i n g  th is

2 4  p o l i c y ,  the C o m m i s s i o n  b e l i e v e s  t h a t  the $ 3 , 2 0 0 , 0 0 0  l i n e  of  c r e d i t

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

2 6 9. C o n s o l i d a t e d  F e d e r a l  I n c o m e  T a x e s . T h e  C o m m i s s i o n

27  r e a f f i r m s  the p o l i c y  p r e v i o u s l y  a r t i c u l a t e d  in U - 7 5 - 9 5 ( 1 6 )  a n d

28  U - 7 8 - 4 (33) t h a t  the b e n e f i t s  w h i c h  r e s u l t  f r o m  the f i l i n g  of a

29 c o n s o l i d a t e d  f e d e r a l  i n c o m e  tax r e t u r n  m u s t  be s h a r e d  e q u i t a b l y
/

3 0 w i t h  the u t i l i t y  and  its r a t e p a y e r s .  For the p u r p o s e  of e s t a b -
y'

r
31 l i s h i n g ^ t h e  f e d e r a l  i n c o m e  tax a l l o w a n c e  in c o s t  of  s e r v i c e ,  the

32

U - 8 1 - 1 0 1  ( B e n c h  O r d e r )
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T i t l e  4 2 .  P u b l i c  U t i l i t i e s  a n d  C a r r i e r s .

C h a p t e r

05. A l a s k a  P u b l i c  Utilities C o m m i s s i o n  A c t  (§§ 42 . 0 5 . 0 1 0  __

42. 0 5.721) v'

06. Pi p e l i n e  A c t  (§§ 4 2 . 0 6 . 1 4 0  —  42.06.640)

07. A l a s k a  T r a n s p o r t a t i o n  C o m m i s s i o n  A c t  (§§ 4 2 . 0 7 . 0 1 1  —

42.07.191)

10. A l a s k a  M o t o r  F r e i g h t  C a r r i e r  A c t  (§§ 42 . 1 0 . 0 1 0  —  42.10.430)

20. T e l e g r a p h  a n d  T e l e p h o n e  S y s t e m s  a n d  C a b l e  L i n e s  (§§ 42 . 2 0 . 0 1 0  

—  4 2 . 2 0.340) ,, .

30. M i s c e l l a n e o u s  R e g u l a t i o n s  G o v e r n i n g  P u b l i c  Utilities a n d  

C a r r i e r s  (§§ 4 2 . 3 0 . 0 1 0  —  42.30.190)

Revisor’s notea. —  T h e  provisions of 
this title were redrafted in 1983 to remove 
personal pronouns pursuant to § 4, ch. 58, 
S L A  1982. Other minor word changes 
were m a d e  in this title in 1981 and 1983.

Editor’s notes. —  Section 18, ch. 110, 
S L A  1981 provides: " T R A N S I T I O N ,  (a) 
All orders, determinations, regulations, 
contracts, certificates, decisions, and privi­
leges that have been issued, made, 
adopted, granted, or allowed to become 
effective by the Alaska Pipeline C o m m i s­
sion or by a court of competent jurisdiction, 
in the performance of functions or in the 
conduct of proceedings that are trans­
ferred by this Act, continue in effect 
according to their terms until modified, 
terminated, superseded, set aside, or 
revoked in accordance with law by the 
Alaska Public Utilities Commission or 
other authorized officials, a court of c o m­
petent jurisdiction, or by operation of law.

"(b) T h e  provisions of this Act do not 
affect a tariff proceeding or an application 
for a certificate that is pending before the 
Alaska Pipeline Commission on the effec­
tive date of this Act [July 1, 1981], but 
these proceedings and the processing of 
applications continue under the Alaska 
Public Utilities Commission. Orders shall 
be issued in these proceedings, and 
appeals m a y  be taken from them, as if this 
Act had not been enacted; and orders

issued in these proceedings continue in 
effect until modified, terminated, 
superseded, or revoked by an authorized 
official, or by a court of competent jurisdic­
tion or by operation of law. Nothing in this 
subsection prohibits the discontinuance or 
modification of these proceedings under 
the s ame terms and conditions and to the 
6a m e  extent that these proceedings could 
have been discontinued or modified if this 
Act had not been enacted.

"(c) T h e  Alaska Public Utilities C o m ­
mission, with the advice of the Alaska 
Pipeline Commission, shall provide for the 
orderly transfer'of proceedings from the 
Alaska Pipeline Commission to the Alaska 
Public Utilities Commission.

"(d) Except as provided in this subsec­
tion, the personnel employed in connection 
with, and the personnel positions, assets, 
liabilities, contracts, property, records, 
and unexpended balances of appropria­
tions, authorizations, allocations, and 
other funds employed, held, used, arising 

from, available to or to be m a d e  available 
with, the functions and programs trans­
ferred by this Act are transferred from the 
Alaska Pipeline Commission to the Alaska 
Public Utilities Commission for appropri­
ate allocation in accordance with law. The 
positions of commissioner and of executive 
director of the Alaska Pipeline C o m m i s­
sion are abolished."
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§ 4 2 . 0 5 . 0 1 0 A l a s k a  S t a t u t e s § 4 2 . 0 5 . 0 1 0

C h a p t e r  0 5 .  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  A c t .
.V. . ... . V : •

Article w :  *.*•*;•
1. Establishment of Public Utilities Commission (§§ 42.05.010 —  42.05.131) 

Powers and Duties of the Commission (§§ 42.05.l4l — : 42.05.211)
Certificate of Public Convenience and Necessity (§§ 42.05.221 —  42.05.281) 
Services and Facilities (§§ 42.05.291 —  42.05.351) .
Rates and Rate Schedules (§§ 42.05.361 —  42.05.441) . , .....
Accounts, Records and Reports (§§ 42.05.451 —  42.05.501)
Financial and M a n a g e m e n t  Regulation (§§ 42.05.511 —  42.05.531) • -
Judicial Review, Penalties and Enforcement (§§ 42.05.541 —  42.05.621) 
Miscellaneous Provisions (§§ 42.05.6S1 —  42.05.691)

< ■\n-. .

10. General Provisions (§§ 42.05.711 —  42.05.721)
Al

\f.

A r t i c l e  1. E s t a b l i s h m e n t  o f  P u b l i c  Utilities C o m m i s s i o n .

Section '■’ ' -■ -

10. Alaska Public Utilities Commission 
created >■ ..

Composition of Alaska Public 
Utilities Commission 

T e r m  of office; vacancy 
Removal of commissioners 
Qualifications of members 
Actual experience equivalent to a 
degree ......

71i Q u o r u m

2Q.

30.
35.
40.
50.

Section '• "• c

81. Oath of office ■'

;91. Compensation' a.]:• rji
101. Principal office; seal ,
111. Legal counsel
121. Employment of commission 

persornel ...... . .
123. Communications carriers section 
131. Restrictions on m e m b e r s  and 

employees

i‘V>. •
I «

Collateral references. —  64 A m .  Jur. 73 C.J.S., Public Utilities, §§ 31 —  37. 
2d, Public Utilities, §§ 230,231. ; - ■

■ '■ if .-  ■:. • : ,  .. • ’• : ' •• •. •
• . ■ .!. ■• • ... '• <•, . >.■ '• i -  ««.

' . *4 ‘ " /'‘'I . W 'lp  •

S e c .  42.05.010. A l a s k a  P u b l i c  Utilities C o m m i s s i o n  c r e a t e d .  

T h e r e  is c r e a t e d  w i t h i n  t h e  D e p a r t m e n t  o f C o m m e r c e  a n d  E c o n o m i c  

D e v e l o p m e n t  t h e  A l a s k a  P u b l i c  Utilities C o m m i s s i o n .  (§ 2  c h  1 9 9  S L A  

19 5 9 ;  a m  § 1 c h  1 5 6  S L A  1960; a m  § 1 c h  1 1 3  S L A  19 7 0 ;  a m  § 8 3  c h  

2 1 8  S L A  1 9 7 6 )  ' ' •

Cross references. —  For termination 
of commission under "Sunset" law, see A S  r
44.66.010(a)(4).

N O T E S  T O  D E C I S I O N S

, ... . I *; .

Legislative history of chapter. —  See Cited in Greater Anchorage Area Bor-
H o m e r  Elec. Ass’n v. City of Kenai, Sup. ough v. City of Anchorage, Sup. Ct. Op.
Ct. Op. No. 390 (File No. 675), 423 P.2d No. 856 (File No. 1569), 504 P.2d 1027
285 (1967). (1972).



• S e c .  42.05.020. C o m p o s i t i o n  o f  A l a s k a  P u b l i c  Utilities C o m *  

m i s s i o n ,  (a) T h e  A l a s k a  P u b l i c  Utilities C o m m i s s i o n  consists o f  five 

m e m b e r s ,  a p p o i n t e d  b y  t h e  g o v e r n o r  a n d  c o n f i r m e d  b y  t h e  legislature 

in joint session a s s e m b l e d .  • . ; ' '

(b)' T h e  g o v e r n o r  shall d e s i g n a t e  o n e  m e m b e r  o f  t h e  c o m m i s s i o n  as 

c h a i r m a n  of t h e  c o m m i s s i o n .  T h i s  m e m b e r  shall s e r v e  a s  c h a i r m a n  for 

a  t e r m  of four years, b u t  m a y  b e  a p p o i n t e d  for successive t e r m s .  (§ 2  

c h  1 9 9  S L A  1 9 5 9 ;  a m  § 1 c h  1 5 6  S L A  1 960; a m  § 2  c h  1 1 3  S L A  1 9 7 0 ;  

a m  § 1 c h  2 1 3  S L A  1 9 7 5 )  • .■ x.v. • , V  ' \

S e c .  42.05.030. T e r m  o f  office; v a c a n c y ,  (a) T h e  t e r m  of office of 

e a c h  m e m b e r  is six years. T h e  g o v e r n o r  shall d e s i g n a t e  w h o  a m o n g  t h e  

initial a p p o i n t e e s  shall serve, respectively, for t e r m s  of t w o  years, four 

y e a r s  a n d  six years. A  c o m m i s s i o n e r ,  u p o n  t h e  expira t i o n  of a  t e r m ,  

shall c o n t i n u e  to h o l d  office until a  s uccessor is a p p o i n t e d  a n d  qualified.

(b) A  v a c a n c y  arising in t h e  office o f  c o m m i s s i o n e r  shall b e  filled b y  

a p p o i n t m e n t  b y  t h e  g o v e r n o r  a n d  c o n f i r m e d  b y  th e  legislature in joint 

session a n d  a n  a p p o i n t e e  selected to fill a  v a c a n c y  shall h o l d  office for 

t h e  b a l a n c e  o f  t h e  full t e r m  for w h i c h  t h e  a p p o i n t e e’s pr e d e c e s s o r  o n  t h e  

c o m m i s s i o n  w a s  a ppointed. ••

(c) A  v a c a n c y  in t h e  c o m m i s s i o n  d o e s  n o t  i m p a i r  t h e  a u t h o r i t y  o f  a  

q u o r u m  o f  c o m m i s s i o n e r s  to exercise all t h e  p o w e r s  a n d  p e r f o r m  all t h e  

duties o f  t he c o m m i s s i o n .  (§ 2  c h  1 9 9  S L A  1959; a m  § 1 c h  1 5 6  S L A  

1 960; a m  § 3  c h  1 1 3  S L A  1 9 7 0 )  . ; :1, . .. . r

S e c .  42.05.035. R e m o v a l  o f  c o m m i s s i o n e r s .  T h e  g o v e r n o r  m a y  

r e m o v e  a  c o m m i s s i o n e r  f r o m  office b y  a n d  w i t h  t h e  c o n s e n t  of a  m a j o r ­

ity o f  t h e  legislature. (§ 4  c h  1 1 3  S L A  1 9 7 0 )

S e c .  42.05.040. Q u a l i f i c a t i o n s  o f  m e m b e r s .  M e m b e r s  shall b e  

qualified as follows: o n e  m e m b e r  shall b e  a  g r a d u a t e  of a n  accredited 

school of law; o n e  m e m b e r  shall b e  a  g r a d u a t e  of a n  accredited u n i v e r­

sity w i t h  a  m a j o r  in e n g i n e e r i n g ;  o n e  m e m b e r  shall b e  a  g r a d u a t e  o f  a n  

accredited university w i t h  a  m a j o r  in finance, a c c o u n t i n g ,  o r  b u s i n e s s  

administration; a n d  t w o  m e m b e r s  shall b e  c o n s u m e r s .  (§ 2  c h  1 9 9  S L A  

1 959; a m  § 1 c h  1 5 6  S L A  19 6 0 ;  a m  § 2  c h  2 1 3  S L A  1 9 7 5 )

VJ  . . . .  . . .  •!. •:<!.•. •• • •; • i i,

S e c .  42.05.050. A c t u a l  e x p e r i e n c e  e q u i v a l e n t  t o  a  d e g r e e .  

A c t u a l  e x p e r i e n c e  for a  per i o d  of five y e a r s  in t h e  practice o f  l a w  o r  in 

t h e  field o f  e n g i n e e r i n g  or in t h e  field of finance, b u s i n e s s  a d m i n i s t r a­

tion or a c c o u n t i n g  is e q u i v a l e n t  to a  degree. (§ 2  c h  1 9 9  S L A  19 5 9 ;  a m  

§ 1 c h  1 5 6  S L A  1 9 6 0 )  ' -  • • • ■

Secs. 42.05.060 —  42.05.070. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.071. Q u o r u m .  T h r e e  m e m b e r s  o f  t h e  c o m m i s s i o n  consti­

§ 4 2 . 0 5 . 0 2 0  P u b l i c  U t i l i t i e s  a n d  C a r r i e r s  § 4 2 . 0 5 . 0 7 1
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§ 4 2 . 0 5 . 0 8 0 A l a s k a  S t a t u t e s § 4 2 . 0 5 . 1 1 1

tute a  q u o r u m  for t h e  t r a nsaction o f  business, for t h e  p e r f o r m a n c e  of 

a  duty, o r  for t h e  exercise of a  p o w e r  o f  t h e  c o m m i s s i o n .  (§ 6  c h  1 1 3  S L A  

1 970; a m  § 3  c h  2 1 3  S L A  1 9 7 5 )  > n w  /.3 .

•• ■ ; •; . i? c-'jsrj.'/inf -.i

Opinions of. attorney general. —  m u m  of two m e m b e r s  concurring is all that 
W h e n  only three m e m b e r s  of the Public is required for the commission to act.t 
Utilities Commission are sitting, a mini- March 22, 1976, Op. Att’y Gen.

' i  • . " I - :. •. • V.itff: f 5

Sec. 42.05.080. [Repealed, § 5 ch 113 SLA 1970.] '

S e c .  42.05.081. O a t h  o f  office. E a c h  c o m m i s s i o n e r  a n d  t h e  

e x e c u t i v e  director o f  t h e  c o m m i s s i o n ,  b efore e n t e r i n g  u p o n  t h e  duties 

o f  their respective offices, shall t a k e  a n d  subsc r i b e  to t h e  o a t h  p r e­

scribed for principal officers o f  t h e  state. (§ 3  c h  1 1 5  S L A  1 9 7 0 )  '
' * * . i  t...: iJ /  V

Sec. 42.05.090. [Repealed, § 5 ch 113 SLA 1970.] ,.j .-.clujum.. i «ri■.

■ • *■•»;i . j "  >•-,. • r*) •• -' v.'" .
S e c .  42.05.091. C o m p e n s a t i o n .  M e m b e r s  o f  t h e  c o m m i s s i o n  a r e  in 

t h e  e x e m p t  service a n d  ar e  entitled to a  m o n t h l y  sal a r y  e q u a l  to S t e p  

C, R a n g e  2 6  of t h e  s a l a r y  r c h e d a l e  in A S  39.27.011(a) for J u n e a u ,  

A l a s k a .  (§ 6  c h  1 1 3  S L A  1970; a m  § 6  c h  4 7  S L A  1 9 7 4 ;  a m  § 1 4  c h  1 4 8  

S L A  1 9 7 6 ;  a m  § 1 4  c h  2 6 3  S L A  1 9 7 6 ;  a m  §§ 10, 2 5  c h  3  S L A  1 9 8 0 )

*•' * 1 . • ■;
Effect of a m e n d m e n t s .  —  Section 10, 39.23.” Section 25 of ch. 3, retroactive to

ch. 3, S L A  1980, retroactive to January 1, January 1,1980, substituted "are entitled 
1979, and applicable for calendar year to a monthly salary equal to Step C, Range
1979, substituted "are entitled to an 26 of the salary schedule in A S

annual salary of $49,000, payable monthly 39.27.011(a) for Juneau, Alaska” for the 
in 12 equal installments” for "shall receive language substituted by § 10 of ch. 3.
an annual salary as established under A S  " 1 '' '

.!•; -  • • \  .• Vt;- :*. V :

Sec. 42.05.100. [Repealed, § 5 ch 113 SLA 1970.] , .

*. -'/* * * , . •••/, ., ; .. • » ! , ^  *

S e c .  42.05.101. P r i n c i p a l  office; seal, (a) T h e  c o m m i s s i o n  shall 

establish a  principal office a n d  b r a n c h  offices; cce s s a r y  to d i s c h a r g e  its 

b u s i n e s s  efficiently. F o r  th e  c o n v e n i e n c e  of t h e  public or of parties to 

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

p r o c e e d i n g s  a t  o t h e r  locations. ,r  f . . , • ■

(b) T h e  c o m m i s s i o n  shall h a v  j a n  official seal. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Sec. 42.05.110. [Repealed, § 5 ch 113 SLA 1970.]
• . , • | s . . . . . . .  J

S e c .  42.05.111. L e g a l  c o u n s e l ,  (a) T h e  a t t o r n e y  g e n e r a 1 is legal 

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

m i s s i o n  in legal m a t t e r s  arising in th e  d i s c h a r g e  of its duties a n d  

r e p r e s e n t  t h e  c o m m i s s i o n  in actions to w h i c h  it is a  party. If, in t h e  

o p i n i o n  of t h e  c o m m i s s i o n ,  t h e  public interest is n o t  a d e q u a t e l y  r e p­

re s e n t e d  b y  c o u n s e l  in a  proceeding, t h e  a t t o r n e y  general, u p o n  r e q u e s t  

of th e  c o m m i s s i o n ,  shall r e p r e s e n t  t h e  public interest.

4
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(b) T h e  c o m m i s s i o n  m a y  e m p l o y  t e m p o r a r y  legal c o u n s e l  f r o m  t i m e  

to t i m e  i n  p r o c e e d i n g s  before t h e  c o m m i s s i o n  in w h i c h  t h e  a t t o r n e y  

g e n e r a l  is r e p r e s e n t i n g  t h e  public interest o r  a  p a r t y  before t h e  c o m ­

mission. (§ 6  c h  1 1 3  S L A  1 9 7 0 )  1 •>*•'» dcdi f. v: >iii 11 ;s;

r.A -jr. *i7 : ••••'■ j " s i b i i :■ i . #* * ; . v  r-i ? : a

Sec. 42.05.120. [Repealed, § 5 ch 113 SLA 1970.] {t’3 hnivW'tirfiua

S e c .  42.05.121. E m p l o y m e n t  o f  c o m m i s s i o n  p e r s o n n e l ,  (a) T h e

c o m m i s s i o n  m a y  e m p l o y  a n  e x e c u t i v e  director w h o  shall h a v e  h a d  at 

least five y e a r s  o f  e x p e r i e n c e  in public utility m a n a g e m e n t  or r e g u ­

lation, l aw, a cc o u n t i n g ,  e n g i n e e r i n g ,  o r  a n  allied field. T h e  e x e c u t i v e  

director is responsible for directing t h e  a d m i n i s t r a t i v e  functions of t h e  

c o m m i s s i o n  a n d  c a r r y i n g  o u t  t h e  policies as set b y  t h e  c o m m i s s i o n .  T h e  

c o m m i s s i o n  m a y  e m p l o y  engineers, h e a r i n g  officers, a d m i n i s t r a t i v e  

l a w  j u d g e s  to t h e  e x t e n t  p r o v i d e d  b y  A S  42.06.140(b), experts, clerks, 

a c c o u n t a n t s ,  a n d  ot h e r  a g e n t s  a n d  assistants it c onsiders necessary. 

E m p l o y e e s  a n d  a g e n t s  o f  t h e  c o m m i s s i o n  w h o  a r e  n o t  partially e x e m p t  

u n d e r  A S  39.25.120, o t h e r  t h a n  legal counsel, a r e  in t h e  classified 

service u n d e r  A S  39.25.100. •: • -<u ii.-jutr.-v- ■■■•'>
(b) I n  a d dition to its staff of r e g u l a r  e m p l o y e e s ,  t h e  c o m m i s s i o n  m a y  

contract for a n d  e n g a g e  t h e  services o f  c o n s u l t a n t s  a n d  experts t h e  

c o m m i s s i o n  considers necessary. (§ 6  c h  1 1 3  S L A  1970; a m  § 2  c h  1 0 3  

S L A  1 9 7 8 ;  a m  § 2  c h  1 3 6  S L A  1 9 8 0 ;  a m  § 5  c h  1 1 0  S L A  1 9 8 1 )

Revisor’s notes. —  Section 6 , ch. 110, 
S L A  1981 amended this section by adding 
a subsection (c), which was renumbered as 
A S  23.06.140(b) in 1981.

Effect of a m e n d m e n t s .  —  The 1980 
a m e n d m e n t  in subsection (a), substituted 
the present second sentence for the former, 
which read: "The executive director m a y  
be one of the commission members,” 
deleted "if not a m e m b e r  of the commis­
sion” near the middle of the fourth sen­
tence, and deleted the former sixth 
sentence, which read: "The combined sal­
ary of an executive director w h o  is a m e m ­
ber of the commission m a y  not exceed that 
of a superior court judge.”

The 1981 a m e n d m e n t  added "engi­

neering" following "accounting” in the 
first sentence and added "administrative 
law judges to the extent provided by A S  
42.05.121(c)” [now A S  42.06.140(b)] 
following "hearing officers” in the third 
sentence of subsection (a). T h e  a m e n d­
ment, also in subsection (a), deleted the 
former fourth sentence which read "The 
executive director and his deputy are in 
the partially exempt service under A S  
39.25.120” and substituted "Employees" 
for "all other employees” and added "who 
are not partially exempt under A S  
39.25.120” in the present fourth sentence.

S e c .  42.05.123. C o m m u n i c a t i o n s  c a r r i e r s  s ection, (a) T h e r e  is 

e s t ablished w i t h i n  t h e  c o m m i s s i o n  a  c o m m u n i c a t i o n s  carriers section 

w h i c h  shall develop, r e c o m m e n d  a n d  a d m i n i s t e r  policies a n d  p r o g r a m s  

w i t h  respect to th e  re g u l a t i o n  of rates, services, a c c o u n t i n g  a n d  

facilities of c o m m u n i c a t i o n s  c o m m o n  carriers w i t h i n  t h e  state 

i n v o l v i n g  t h e  u s e  of wire, cable, r adio a n d  s p a c e  satellites.

(b) T h e  section shall a d v i s e  a n d  m a k e  r e c o m m e n d a t i o n s  to t h e  c o m ­

m i s s i o n  a n d  r e p r e s e n t  t h e  c o m m i s s i o n  in m a t t e r s  p e r t a i n i n g  to c o m -
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m u n i c a t i o n  c o m m o n  carrier r e g u l a t i o n  a n d  licensing a n d  s b & l? 

participate, a s  a  party, in a d j u d i c a t o r y  h e a r i n g s  i n  w h i c h  significant 

c o m m o n  carrier issues a r e  involved. i > m
(c) It is t h e  responsibility o f t h e  c o m m u n i c a t i o n s  carrier section in 

its participation in rate or tariff a d j udication p r o c e e d i n g s  to a d v o c a t e  

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

stances. (§ 1 c h  2 2 4  S L A  1 9 7 6 )

■■■> n i ••• . y v t -

Collateral references. —  C o m m u n i t y  munications Act of 1934 (47 U S C S
antenna television systems ( C A T V )  as § 153(h)), 46 A L R  Fed 626. •>. .
subject to jurisdiction of state public utility . Federal legal problems arising from sub-
or service commission, 61 A L R 3 d  1150. scription television or "pay T V ” broadcast

W h o  is a " c o m m o n  carrier” or "carrier” over the air, 61 A L R  Fed 809. ■ >'J;
within the meaning of § 3(h) of the C o m -  . ,;>t • , V - •

' ■i' . j 'Vrc- ; - .. .

Sec. 42.05.130. [Repealed, § 5 ch 113 SLA 1970.] \ » ■ . r.v-i

S e c .  42.05.131. R e s t r i c t i o n s  o n  m e m b e r s  a n d  e m p l o y e e s ,  (a) A  

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

h a v e  a n  official c o n n e c t i o n  with, o r  h o l d  st o c k  or securities in, o r  h a v e  

a  p e c u n i a r y  interest in a  publ i c  utility w i t h i n  t h e  state. M e m b e r s h i p  

in a  c o o p e r a t i v e  association is n o t  a  " p e c u n i a r y  interest” w i t h i n  t h e  

m e a n i n g  of this section; h o w e v e r ,  a  m e m b e r  or e m p l o y e e  o f  thf. c o m m i s ­

sion m a y  n o t  b e  a n  officer, b o a r d  m e m b e r  o r  e m p l o y e e  o f  a  cooperative 

association. A  m e m b e r  or e m p l o y e e  m a y  n o t  act u p o n  a  m a t t e r  in w h i c h  

a  relationship o f  t h e  m e m b e r  or e m p l o y e e  w i t h  a n y  p e r s o n  creates a  

conflict o f  interest. • ;

(b) A  m e m b e r  or e m p l o y e e  of t h e  c o m m i s s i o n  m a y  not, after l e a v i n g  

t h e  position a s  a  m e m b e r  o r  e m p l o y e e  of t h e  c o m m i s s i o n ,  act a s  a g e n t  

for or o n  b e h a l f  o f  a  pub l i c  utility in a n y  m a t t e r  before t h e  c o m m i s s i o n  

t h a t  w a s  before t h e  c o m m i s s i o n  d u r i n g  t h e  e m p l o y e e ’s e m p l o y m e n t  or 

t h e  m e m b e r ’s t e r m  o f  office. A  violation o f  this s u b s e c t i o n  is a  class A  

m i s d e m e a n o r .  (§ 6  c h  1 1 3  S L A  1 9 7 0 ;  a m  § 3  c h  1 3 6  S L A  1 9 8 0 )  : '

i 1 i.. ■■ . • • , h-• ■ 1

Effect of a m e n d m e n t s .  —  T h e  1980 > <■... v :  ..
a m e n d m e n t  added subsection (b). .• \ . •>.{.;*

•: t'l

Sec. 42.05.140. [Repealed, § 5 ch 113 SLA 1970.]
i' .* j \  •. •; *. ' i.*. -V*- .

A r t i c l e  2. P o w e r s  a n d  D u t i e s  o f  t h e  C o m m i s s i o n .  ' v 

Section r*-‘ •• Section

141. General powers and duties of the 161. Application of Administrative Proce-
commission .. dure Act •' • ■ . '

151. A d  ministrative authority of commis- 171. Formal hearings
S'on; regulations and hearing proce- 181. Final orders of the commission
dures 191. Format of orders

6
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201. Publication of reports, orders, deci- V '

sions and regulations ,
211. Annual report y,.. „ ...•

Section

P u b l i c  U t i l i t i e s  a n d  C a r r i e r s

1

:i

Collateral references. —  64 A m .  Jur. 73 C.J.S., Public Utilities, §§ 38 —  62. 
2d, Public Utilities, §§ 231 —  235, 264 —

S e c .  42.05.141. G e n e r a l  p o w e r s  a n d  d u t i e s  o f  t h e  c o m m i s s i o n .  

T h e  A l a s k a  P u b l i c  Utilities C o m m i s s i o n  m a y

(1) r e g u l a t e  e v e r y  p u b l i c  utility e n g a g e d  o r  p r o p o s i n g  to e n g a g e  in 

s u c h  a  b u s i n e s s  inside t h e  state, e x c e p t  to t h e  e x t e n t  e x e m p t e d  b y  A S  

42.05.711, a n d  t h e  p o w e r s  o f  t h e  c o m m i s s i o n  shall b e  liberally 

c o n s t r u e d  to a c c o m p l i s h  its stated purposes; • m -  ^  <.7; . -

(2) investigate, u p o n  c o m p l a i n t  o r  u p o n  its o w n  m o t i o n ,  t h e  rates, 

classifications, rules, regulations, practices, services a n d  facilities o f  a  

public utility a n d  h o l d  h e a r i n g s  o n  t h e m ;  •

(3) m a k e  or r e q u i r e  just, fair a n d  r e a s o n a b l e  rates, classifications, 

regulations, practices, services a n d  facilities for a  public utility;

(4) prescribe t h e  syster,, of a c c o u n t s  a n d  r e g u l a t e  t h e  service a n d  

safety of o p e r a t i o n s  o f  a  p ublic utility;

(5) r e q u i r e  a  public utility to file reports a n d  o t h e r  i n f o r m a t i o n  a n d  

data; ( ’ . ■ * ■ 1 . .;* , y ■■ ■

(6) a p p e a r  p e r s o n a l l y  o r  b y  c o u n s e l  a n d  r e p r e s e n t  t h e  interests a n d  

w e l f a r e  o f  t h e  state in all m a t t e r s  a n d  p r o c e e d i n g s  i n v o l v i n g  a  public 

utility p e n d i n g  before a n  officer, d e p a r t m e n t ,  board, c o m m i s s i o n  or 

c o u r t  of t h e  state or of a n o t h e r  state o r  t h e  U n i t e d  S t a t e s  a n d  to inter­

v e n e  in, protest, resist, o r  a d v o c a t e  t h e  granting, denial or modifi c a t i o n  

o f  a n y  petition, application, c o m p l a i n t  or o t h e r  proceeding; . .

(7) e x a m i n e  w i t n e s s e s  a n d  offer e v i d e n c e  in a n y  p r o c e e d i n g  affecting 

t h e  state a n d  initiate or participate in judicial p r o c e e d i n g s  to t h e  e x t e n t  

n e c e s s a r y  to protect a n d  p r o m o t e  t h e  interests of t h e  state.

(b) T h e  c o m m i s s i o n  shall p e r f o r m  t h e  duties a s s i g n e d  to it u n d e r  A S  

44.83.162. ■

(c) I n  t h e  e s t a b l i s h m e n t  of electric service rates u n d e r  this c h a p t e r  

t h e  c o m m i s s i o n  shall p r o m o t e  t h e  c o n s e r v a t i o n  ct r e s o u r c e s  u s e d  in t h e  
g e n e r a t i o n  of electric e n e r g y .  (§ 6  c h  1 1 3  S L A  19 7 0 ;  a m  § 1 c h  3 3  S L A  

1 9 7 1 ;  a m  § 4 3  c h  8 3  S L A  1 9 8 0 )

Effect of a m e n d m e n t s .  —  Th e  1980 1985, was repealed by § 13, ch. 118, S L A
a m e n d m e n t  added subsections (b) and (c). 1981.

Editor’s notes. —  Section 51, ch. 83, Opinions of attorney general. —  
S L A  1980, which provided for the repeal of W h e r e  public utility company entered into
subsections (b) and (c) effective July 1, contract to sell natural gas to federal mili-

275. -Oi' iaVhti*/1-- a,
iim

:/
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tary installations pursuant to federal stat­
ute governing such contract negotiations, 
Alaska Public Utility Commission was 
precluded by supremacy clause of U.S. 
Constitution (Art. VI, cl. 2) for asserting 
its jurisdiction over the sale. August 4, 
1976, Op. Att’y Gen.

The Alaska Public Utility Commission 
can require that a public utility file copies 
of its military supply contracts with the 
Commission pursuant to A S  42.05.361(a). 
August 4, 1976, Op. Atty Gen.

N O T E S  T O  D E C I S I O N S

T h e  general p o w e r s  a n d  duties of the 
Public Utilities C o m m i s s i o n  are set 
forth in this section. Greater Anchorage 
Area Borough v. City of Anchorage, Sup. 
Ct. Op. No. 856 (File No. 1569), 504 P.2d 
1027 (1972), overruled on other grounds, 
595 P.2d 629 (Alaska 1979).

T h e  essence of the administrative 
p o w e r  conferred u p o n  the Public 
Utilities C o m m i s s i o n  is regulatory; the 
commission is empowered to set rates, pro­
mulgate regulations, collect information, 
process complaints against utilities and 
the like. Greater Anchorage Area Borough 
v. City of Anchorage, Sup. Ct. Op. No. 856 
(File No. 1569), 504 P.2d 1027 (1972), 
overruled on other grounds, 595 P.2d 629 
(Alaska 1979). /

T h e  statutory f r a m e w o r k  does not 
grant unlimited adjudicatory author­
ity to the Public Utilities Commission. 
Greater Anchorage Area Borough v. City 
of Anchorage, Sup. Ct. Op. No. 856 (File 
No. 1569), 504 P.2d 1027 (1972), overruled 
on other grounds, 595 P.2d 629 (Alaska 
1979).

This chapter simply does not contem­
plate the establishment of an administra­
tive body with the authority to adjudicate 
disputes over the authority of boroughs to 
control construction along their rights of 
way. Greater Anchorage Area Borough v. 
City of Anchorage, Sup. Ct. Op. No. 856 
(File No. 1569), 504 P.2d 1027 (1972), 
overruled on other grounds, 595 P.2d 629 
(Alaska 1979).

The Public Utilities Commission is not 
empowered to decide disputes between 
municipalities over the control of con­
struction activities within rights of w a y  
belonging to one of the disputants. Greater 
Anchorage Area Borough v. City of 
Anchorage, Sup. Ct. Op. No. 856 (File No. 
1569), 504 P.2d 1027 (1972), overruled on 
other grounds, 595 P.2d 629 (Alaska 

1979).

T here is n o  "right” to h a v e  the c o m ­
mission act. Jager v. State, Sup. Ct. Op.

No. 1161 (File No. 2057), 537 P.2d 1100 
(1975).

The matter of rate discrimination and 
investigation is such that the commission 
must be free to weigh the charges and data 
presented and the costs to the public and 
the utility, against which a complaint has 
been brought, to determine whether fur­
ther proceedings are in the public interest. 
Jager v. State, Sup. Ct. Op. No. 1161 (File 
No. 2057), 537 P.2d 1100 (1975).

T h e  Public Utilities C o m m i s s i o n  is 
not compelled to act b y  the m e r e  filing 
of a complaint. Jager v. State, Sup. Ct. 
Op. No. 1161 (File No. 2057), 537 P.2d 
1100 (1975).

N o r  c a n  the commission arbitrarily 
d e n y  relief to a citizen w h o  can d e m o n­
strate a sufficient probability that his c o m­
plaint is valid. Jager v. State, Sup. Ct. Op. 
No. 1161 (File No. 2057), 537 P.2d 1100 

(1975).

A t  the least the Public Utilities C o m ­
mission m u s t  offer s o m e  justification 
for its dismissal of a complaint of dis­
crimination in the rate structure based on 
a prior determination of allocation 
methods, previous adjudication of 
permissible discrimination, or other such 

factors. Jager v. State, Sup. Ct. Op. No. 
1161 (File No. 2057), 537 P.2d 1100 (1975).

Confiscation. —  A  court m a y  evaluate 
the showing of confiscation. That is, 
although the process of determining 
whether a rate is confiscatory involves 
fact/law determinations which require the 
special competence of the commission, the 
ultimate issue in confiscation questions is 
whether due process will be violated by the 
continued operation of the rate. United 
States v. R C A  Alaska Communications, 
Inc., Sup. Ct. Op. No. 1647 (File No. 3772), 
597 P.2d 489 (1979).

Standard of review of rate-making 
decisions. —  Since generally rate-making 
decisions relate to complex subject matter 
which requires the particularized knowl­
edge and experience of the rate-making

8
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body, the appropriate standard of review is 
normally whether the administrative body 
had a reasonable basis for its decision. 
United States v. R C A  Alaska C o m m u n i c a­
tions, Inc., Sup. Ct. Op. No. 1647 (File No. 
3772), 597 P.2d 489 (1979).

T h e  following requirements must be met 
before the superior court can intervene 
and overrule or modify an order of the P u b­
lic Utilities Commission affecting utility 
rates. First, the utility must m a k e  a 
6erious and substantial showing that the 
existing rates are so low as to be 
confiscatory. Second, the utility is obli­
gated to show that no date has been set by 
the commission for a prompt final hearing, 
and that the existing confiscatory rates • 
are likely to remain in force for an 
unreasonable period of time before the 
Public Utilities Commission m a k e s  its 
permanent rate determination. Third, the 
utility must convince the court that 
without the benefit of being permitted to 
operate under an interim rate increase, it 
will face irreparable harm. Fourth, the 
utility is required to demonstrate that if 
the interim rate relief is granted, the pub­
lic can be adequately protected. Fifth, the 
utility must show that "serious" and "sub­
stantial" questions are involved in the rate

case it has presented. United States v. 
R C A  Alaska Communications, Inc., Sup. 
Ct. Op. No. 1647 (File No. 3772), 597 P.2d 
489 (1979).

Standard u sed in determining 
w h e t h e r  to initiate rate investigation 
upheld. —  Under the "reasonable and not 
arbitrary” standard for review of ad m i n­
istrative regulations, the supreme court 
upheld the standard employed by the P u b­
lic Utilities Commission in determining 

whether to initiate a thorough rate inves­
tigation, i.e., whether public interest 
would be served by such investigation. 
Jager v. State, Sup. Ct. Op. No. 1161 (File 
No. 2057), 537 P.2d 1100 (1975).

Municipally o w n e d  utilities in c o m ­
petition with other utilities.subjected 
to full g a m u t  of regulation pertaining 
to other utilities, with exception 
relating to b o n d  covenants. —  See 
Alaska Pub. Utils. C o m m ’n v. Munic­
ipality of Anchorage, Sup. Ct. Op. No. 1326 
(File No. 2940), 555 P.2d 262 (1976). .' • =

Collateral references. —  73 C.J.S., 
Public Utilities, §§ 38 —  45, 49, 52.

Prohibition to control action of commis­
sion, 115 A L R  34; 159 A L R  627.

Public regulation of nuclear power 
plants, 82 A L R 3 d  751.

Sec. 42.05.150. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.151. A d m i n i s t r a t i v e  a u t h o r i t y  o f  c o m m i s s i o n ;  r e g u ­

la t i o n s  a n d  h e a r i n g  p r o c e d u r e s ,  (a) T h e  c o m m i s s i o n  m a y  a d o p t  

regulations, n o t  inconsistent w i t h  t h e  law, n e c e s s a r y  o r  p r o p e r  to e x e r­

cise its p o w e r s  a n d  to p e r f o r m  its duties u n d e r  this chapter.

(b) T h e  c o m m i s s i o n  shall a d o p t  regulations g o v e r n i n g  practice a n d  

procedure, consistent w i t h  d u e  p r o cess of law, i n c l u d i n g  t h e  c o n d u c t  of 

f o r m a l  a n d  i n f o r m a l  investigations, p r e - h e a r i n g  conferences, h e a r i n g s  

a n d  p roceedings, a n d  t h e  h a n d l i n g  of p r o c e d u r a l  m o t i o n s  b y  a  single 

c o m m i s s i o n e r .  T e c h n i c a l  rules of e v i d e n c e  n e e d  n o t  a p p l y  to inve s t i g a­

tions, p r e - h e a r i n g  conferences, h e a r i n g s  a n d  p r o c e e d i n g s  before t h e  

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

out-of-state a t t o r n e y s  substantially in a c c o r d a n c e  w i t h  Civil R u l e  81.

(c) T h e  c o m m i s s i o n ,  e a c h  c o m m i s s i o n e r  or a n  e m p l o y e e  a u t h o r i z e d  

b y  t h e  c o m m i s s i o n  m a y  a d m i n i s t e r  oaths, certify to all official acts, a n d  

issue s u b p o e n a s ,  s u b p o e n a s  d u c e s  t e c u m  a n d  o t h e r  p r ocess to c o m p e l  

t h e  a t t e n d a n c e  of w i t n e s s e s  a n d  t h e  p r o d u c t i o n  o f  t e s t i m o n y ,  records, 

papers, a c c o u n t s  a n d  d o c u m e n t s  in a n  inquiry, investigation, h e a r i n g  

or p r o c e e d i n g  before t h e  c o m m i s s i o n  in a n y  p a r t  of t h e  state. E a c h  

c o m m i s s i o n e r  is a u t h o r i z e d  to issue orders o n  p r o c e d u r a l  m o t i o n s .  T h «
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s u b p o e n a s  d u c e s  t e c u m  o r  o t h e r  process. (§ 6  c h  1 1 3  S L A  1 9 7 0 )  v,d
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Cited in Jager v. State, Sup. Ct. Op. No. 3772), 597 P.2d 489 (1979).
1161 (File No. 2057), 537 P.2d 1100 (1975); Collateral references. —  73 C.J.S.;'
United States v. R C A  Alaska Communica- Public Utilities, §§ 54, 55. . , .. .
tions, Inc.j Sup. Ct. Op. No. 1647 (File No.
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Sec. 42.05.160. [Repealed, §/5 ch 113 SLA 1970.]

S e c .  42.05.161. A p p l i c a t i o n  o f  A d m i n i s t r a t i v e  P r o c e d u r e  A c t .

(a) T h e  a d m i n i s t r a t i v e  adjudication p r o c e d u r e s  o f  t h e  A d m i n i s t r a t i v e  

P r o c e d u r e  A c t  ( A S  44.62) d o  n o t  a p p l y  to a d judicatory p r o c e e d i n g s  of 

t h e  c o m m i s s i o n  e x c e p t  t h a t  final a d m i n i s t r a t i v e  d e t e r m i n a t i o n s  b y  t h e  

c o m m i s s i o n  a r e  subject to judicial r e v i e w  u n d e r  t h a t  A c t  a s  p r o v i d e d  in 

A S  42.05.551(a).

(b) T h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  applies to regulations a d o p t e d  

b y  t h e  c o m m i s s i o n .  (§ 6  c h  1 1 3  S L A  1 9 7 0 )  . , ..

§ 4 2 . 0 5 . 1 6 0  A l a s k a  S t a t u t e s  § 4 2 . 0 5 . 1 7 1

N O T E S  T O  D E C I S I O N S

Standard of review of rate-making No. 16)7 (File No. 3772), 597 P.2d 489 
decisions. —  See United States v. R C A  (1979). •
Alaska Communications, Inc., Sup. Ct. Op.

■ i,; ’ 'i i - t ;  .. • • . • • ' '■

Sec. 42.05.170. [Repealed, § 5 ch 113 SLA 1970.] : , /
- t ;  •- 1 ; ; l .  .; .ft . '

S e c .  42.05.171. F o r m a l  h e a r i n g s .  A  f o r m a l  h e a r i n g  w h i c h  the 

c o m m i s s i o n  h a s  p o w e r  to h o l d  m a y  b e  h e l d  b y  or before t h r e e  o r  m o r e  

c o m m i s s i o n e r s ,  a  h e a r i n g  officer, or a n  a d m i n i s t r a t i v e  l a w  j u d g e  desig­

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

in a  f o r m a l  h e a r i n g  m a y  b e  t a k e n  b y  t h e  c o m m i s s i o n e r s ,  b y  t h e  h e a r i n g  

officer, o r  b y  t h e  a d m i n i s t r a t i v e  l a w  j u d g e  to w h o m  t h e  h e a r i n g  h a s  

b e e n  assigned. A  c o m m i s s i o n e r  w h o  h a s  n o t  h e a r d  or r e a d  t he testi­

m o n y ,  i n c l u d i n g  th e  a r g u m e n t ,  m a y  n o t  participate in m a k i n g  a  deci­

sion of t h e  c o m m i s s i o n .  I n  d e t e r m i n i n g  t h e  place of a  h e a r i n g  t he 

c o m m i s s i o n  shall g ive p r e f erence to h o l d i n g  t h e  h e a r i n g  at a  place m o s t  

c o n v e n i e n t  for th o s e  interested in t h e  subject of t h e  h earing. (§ 6  c h  1 1 3

S L A  1970; a m  § 4 5  c h  9 4  S L A  1 9 8 0  -.m § 7  c h  1 1 0  S L \  1 9 8 1 )
* **

Effect of a m e n d m e n t s .  —  The 1980 officer, 'or an administrative law judge" 
a m e n d m e n t  substituted "three" for "two” foliowing "three or more commissioners" 
near the middle of the first sentence. in the first sentence, added "by the hearing

The 1981 a m e n d m e n t  added "a hearing officer, or by the administrative law judge”
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following "by the commissioners” in the preceding "the testimony” in the third sen- 
second sentence and added "or read” tence. •> . .

i; . . ,  • .■ .• • • . v •

Sec. 42.05.180. [Repealed, § 5 ch 113 SLA 1970.] .• ... ■ v

S e c .  42.05.181. F i n a l  o r d e r s  o f  t h e  c o m m i s s i o n .  A  final o r d e r  of 

t h e  c o m m i s s i o n  c o m p e l l i n g  affi r m a t i v e  action, d e n y i n g  a  right or privi- •• 

lege, o r  g r a n t i n g  a  ri g h t  o r  privilege o v e r  protest o f  th e  public utility 

or a n y  p a r t y  o f  r e c o r d  m a y  n o t  b e  e n t e r e d  w i t h o u t  g i v i n g  t h e  interested 

p a r t y  r e a s o n a b l e  notice a n d  a n  o p p o r t u n i t y  to b e  heard. (§ 6  c h  1 1 3  

S L A  1 9 7 0 )  /- ' .

Sec. 42.05.190. [Repealed, § 5 ch 113 SLA 1970.] ■ ;i:;. •>:’

. . t .

S e c .  42.05.191. F o r m a t  o f  o r d e r s .  E v e r y  f o r m a l  or d e r  of t h e  c o m ­

m i s s i o n  shall b e  b a s e d  u p o n  t h e  facts o f  record. E v e r y  o r d e r  e n t e r e d  

p u r s u a n t  to a  h e a r i n g  shall state t h e  c o m m i s s i o n ’s findings, t h e  basis 

of its findings a n d  conclusions, t o g e t h e r  w i t h  its decision. T h e s e  orders 

shall b e  e n t e r e d  o f  r e c o r d  a n d  a  c o p y  of t h e m  shall b e  s e r v e d  o n  all 

parties o f  rec o r d  in t h e  proc e e d i n g .  (§ 6  c h  1 1 3  S L A  1970)

N O T E S  T O  D E C I S I O N S

T h e  standard of review of age n c y  

findings of fact is that they will be 
aside if they are not supported by substan­
tial evidence on the whole record. Inherent 
in this standard is a requirement, in part 
statutory, that the facts found be based on 
evidence in the record. City of Fairbanks v. 
Alaska Pub. Utils. C o m m ’n &  Wire C o m ­
munications, Inc., Sup. Ct. Op. No. 2079 
(File No. 3977), 611 P.2d 493 (1980).

T h e  requirement that the facts found 
be based o n  evidence in the record 
serves three purposes: First, it helps to 
ensure that the agency does not m a k e  deci­
sions that have no adequate basis in fact; 
second, it gives opposing parties the oppor­
tunity to challenge the agency’s reasoning 
process and the correctness of the decision; 
and third, it affords reviewing courts the 
opportunity to evaluate the decision. City 
of Fairbanks v. Alaska Pub. Utils. 
C o m m ’n &  Wire Communications, Inc., 
Sup. Ct. Op. No. 2079 (File No. 3977), 611 
P.2d 493 (1930).

C o m m i s s i o n’s handling of financial 
information unconstitutional. —  W h e r e  
both the city of Fairbanks and a corpora­
tion sought a certificate of public 
convenience and necessity to provide tele­
phone service; at the hearing to decide the

matter the Alaska public utilities commis­
sion staff requested two years’ annual bal­
ance sheets and income statements from 
the corporation; the corporation agreed to 
supply them to the staff, but requested 
that they not be divulged to Fairbanks or 
become part of the record, claiming that 
they were proprietary and that revealing 
t hem could place the corporation at a c o m­
petitive disadvantage in its 
telecommunications contracting busines--; 
Fairbanks objected and suggested as an 
alternative that the income statements 
and balance sheets could be revealed to 
certain representatives of Fairbanks 
under an order of confidentiality; the c o m­
mission ruled that the information was 
proprietary and should be kept confiden­
tial and did not allow any representative of 
Fairbanks to see it; a commission staff 
m e m b e r  reviewed the income statements 
and balance sheets and based on that 
review testified that the corporation could 
meet its financial commitments and was 
financially fit; and the information upon 
which this determination w as based was 
never placed in the record, the 
commission’s handling of the information 
relating to the corporation's financial 
fitness violated procedural due process.
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City of Fairbanks v. Alaska Pub. Utils. Sup. Ct. Op. No. 2079 (File No. 3977), 611 
C o m m ’n & Wire Communications, Inc., P.2d 493 (1980). i sx-:*;.

Sec. 42.05.200. [Repealedj § 5 ch 113 SLA 1970.] .?,•.£> ..

'S e c .  42.05.201. P u b l i c a t i o n  o f  r e p o r t s ,  o r d e r s ,  d e c i s i o n s  a n d  

r e g u l a t i o n s .  All reports, orders, decisions a n d  r e g u l a t i o n s  of t h e  c o m - : 

m i s s i o n  shall b e  in writing. T h e  c o m m i s s i o n  shall a p p r i s e  all affected 

utilities a n d  interested parties o f  t h e s e  reports, orders, decisions, a n d  

regulations a s  t h e y  a r e  i s s u e d  a n d  a d o p t e d ,  a nd, w h e n  a p p r o p r i a t e  to 

d o  so, shall p u b l i s h  t h e m  in a  m a n n e r  t h a t  will r e a s o n a b l y  i n f o r m  t h e  

public o r  t.he affected c o n s u m e r s  of a n y  public utility service. T h e  

c o m m i s s i o n  m a y  set c h a r g e s  for costs of p r i n t i n g  or r e p r o d u c i n g  a n d  

f u r n i s h i n g  copies o f  its reports, orders, decisions a n d  regulations. T h e  

publication r e q u i r e m e n t ,  a s  it per t a i n s  to regulations, d o e s  n o t  s u p e r­

se d e  t h e  r e q u i r e m e n t s  of t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  44.62).

(§ 6  c h  1 1 3  S L A  1 9 7 0 )  , r . ■ ~.ij v.;; • J i- >}
. v-m'.'V b a r .  t b m t i J i ’w
Sec. 42.05.210. [Repealed, § 5 ch 113 SLA 1970.] . if ■ ,&&’

S e c .  42.05.211. A n n u a l  r e p o r t .  T h e  c o m m i s s i o n  shall p u b l i s h  a n  

a n n u a l  report r e v i e w i n g  its w o r k  a n d  s u b m i t  it to t h e  legislature b y  

F e b r u a r y  1 5  o f  e a c h  year. T h e  report shall c o n t a i n  i n f o r m a t i o n  a n d  

d a t a  w h i c h  b e a r  a  significant relationship to t h e  d e v e l o p m e n t  a n d  

r e g u l a t i o n  o f  public utility services in t h e  state a n d  i n c l u d e  a n  outline 

of t he c o m m i s s i o n ’s p r o g r a m  for t h e  d e v e l o p m e n t  a n d  regulation of 

public utility services in t h e  f o r t h c o m i n g  year. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

■ '• *• * : \ . • r •*»* • •:! t.
• • ■ .* i )'■«

Sec. 42.05.220. [Repealed, § 5 ch 113 SLA 1970.] . j V  • ; 7 / i M a

A r t i c l e  3. C e r t i f i c a t e  o f  P u b l i c  C o n v e n i e n c e  a n d  N e c e s s i t y .

Section

221. Certificates required 
231. Application

241. Conditions of issuance .,
251. Use of streets in cities and boroughs 

201. Discontinuance, suspension or aban­
donment of certificated service

• •• !

.1 • < .:
., • 4 t* • ».* •v ■ 1JLH

Section . ... •• .

271. Modification, suspension or revo­
cation of certificates . .- . ..«•>.

281. Transfer of certificate y. r.
• n  :• «•:•* «is:1

• ,i,inAz (■’■ ;
. -!»i.r, .’f- ■ :

Collateral references. —  73 C.J.S., 
P u t’.ic Utilities, § 42.

/.:• I' t;;.
■ i

1 2



§ 42.0 5 . 2 2 0  

le No. 3977), 611

c i a i o n s  a n d  

is of t h e  c o m -  

e all affected 

ecisions, a n d  

opropriate to 

y  i n f o r m  t h e  

service. T h e  

o d u c i n g  a n d  

dations. T h e  

;s n o t  super- 

t ( A S  44.62).

, 1: > t.i.'f j  > ;

pu b lish a n  

jislature b y  

m a t i o n  a n d  

’p m e n t  a n d  

J a n  outline 

gulation of 

S L A  1 9 7 0 )

^cessity.

on or revo-

§ 4 2 . 0 5 . 2 2 1 P u b l i c  U t i l i t i e s  a n d  C a r r i e r s § 4 2 . 0 5 . 2 2 1

S e c .  42.05.221. C e r t i f i c a t e s  r e q u i r e d ,  (a) A  public utility m a y  n o t  

o p e r a t e  a n d  receive c o m p e n s a t i o n  for p r o v i d i n g  a  c o m m o d i t y  or service 

after J a n u a r y  1 , 1 9 7 1  w i t h o u t  first h a v i n g  o b t a i n e d  f r o m  t h e  c o m m i s ­

sion u n d e r  this c h a p t e r  a  certificate d e c l a r i n g  t h a t  public c o n v e n i e n c e  

a n d  necessity r e q u i r e  o r  will r e q u i r e  t h e  service. W h e r e  a  public utility 

p r o v i d e s  m o r e  t h a n  o n e  t y p e  o f  utility service, a  s e p a r a t e  certificate of 

c o n v e n i e n c e  a n d  necessity is r e q u i r e d  for e a c h  type. A  certificate shall 

describe t h e  n a t u r e  a n d  e x t e n t  o f  t h e  a u t h o r i t y  g r a n t e d  in it, including, 

a s  a p p r o p r i a t e  for t h e  services involved, a  description of t h e  a u t h o r i z e d  

a r e a  a n d  s c o p e  o f  o p e r a t i o n s  o f  t h e  publ i c  utility. - •• 1 ■' - >■
(b) All certificates o f  c o n v e n i e n c e  a n d  necessity issued to a  public 

utility before J u l y  1, 1 9 7 0  r e m a i n  in effect b u t  t h e y  a r e  subject to 

m o d i f i c a t i o n  w h e r e  t h e r e  a r e  a r e a s  o f  conflict w i t h  public utilities t h a t  

h a v e  n o t  p r e v i o u s l y  b e e n  r e q u i r e d  to h a v e  a  certificate or w h e r e  there 

is a  substantial c h a n g e  in c i r c u m s t a n c e s .  ■ ./■ w-.-v • '

(c) A  certificate shall b e  i s s u e d  to a  public utility w h i c h  w a s  n o t  

r e q u i r e d  to h a v e  o n e  before J u l y  1 , 1 9 7 0 ,  a n d  w h i c h  is r e q u i r e d  to h a v e  

o n e  after t h a t  date, if it a p p e a r s  to t h e  c o m m i s s i o n  t h a t  t h e  utility w a s  

actually o p e r a t i n g  in g o o d  faith o n  t h a t  date. S u c h  a  certificate is 

subject to modifi c a t i o n  w h e r e  t h e r e  a r e  a r e a s  of conflict w i t h  o t h e r  

public utilities o r  w h e r e  t h e r e  h a s  b e e n  a  substantial c h a n g e  in c i r c u m­

stances. • ■ - ' '•

(d) I n  a n  a r e a  w h e r e  t h e  c o m m i s s i o n  d e t e r m i n e s  t h a t  t w o  or m o r e  

public utilities a r e  c o m p e t i n g  to f u r n i s h  identical utility service a n d  

t h a t  this c o m p e t i t i o n  is n o t  in t h e  public interest, t h e  c o m m i s s i o n  shall 

t a k e  a p p r o p r i a t e  action to e l i m i n a t e  t h e  c o m p e t i t i o n  a n d  a n y  

u n d e s i r a b l e  duplication of facilities. T h i s  a p p r o p r i a t e  action m a y  

include, b u t  is n o t  limited to, o r d e r i n g  t h e  c o m p e t i n g  utilities to e n t e r  

into a  contract that, a m o n g  o t h e r  things, w o u l d :

(1) delineate t h e  service a r e a  b o u n d a r i e s  of e a c h  in th o s e  a r e a s  of 

competition; • « • •»'

(2) e l i m i n a t e  existing d u p lication a n d  paralleling to t h e  fullest r e a­

s o n a b l e  extent; ...

(3) p r e c l u d e  f u t u r e  d u p l ication a n d  paralleling; ■

( 4 ) p r o v i d e  for t h e  e x c h a n g e  of c u s t o m e r s  a n d  facilities for th e 

p u r p o s e s  o f  p r o v i d i n g  better pub l i c  service a n d  of e l i m i n a t i n g  d u plica­

tion a n d  paralleling; a n d

(5) p r o v i d e  s u c h  o t h e r  m u t u a l l y  equi t a b l e  a r r a n g e m e n t s  a s  w o u l d  b e  

in t h e  public interest. . ... *

(e) T h e  c o m m i s s i o n  m a y  e m p l o y  professional c o n s u l t a n t s  to assist it 

in a d m i n i s t e r i n g  t h e  provisions o f  this section a n d  m a y  a p p o r t i o n  t he 

e x p e n s e s  relating to this a d m i n i s t r a t i o n  a m o n g  t h e  c o m p e t i n g  utilities 

involved.

(f) [Repealed, § 12 ch 136 SLA 1980.] (§ 6  c h  1 1 3  S L A  1 9 7 0 ;  a m  § 1 

c h  7 6  S L A  1973; a m  § 1 2  c h  1 3 6  S L A  1 9 8 0 )
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Effect of a m e n d m e n t s .  —  T he 1980
a m e n d m e n t  repealed subsection (f).
' • I •

•y im o tp s .  •,

' . 0> ■ i 1 ‘M i  1

' N O T E S  T O  D E C I S I O N S

y jfU  f.r  k

A  certificate of public convenience 
a n d  necessity is a  property right and as 
such entitled to protection. H o m e r  Elec. 
Ass’n v. City of Kenai, Sup. Ct. Op. No. 390 
(File No. 675), 423 P.2d 285 (1967). ■

Certificate does not grant monopoly. 
—  A  certificate of public convenience and 
necessity to a public utility by the Alaska 
Public Service Commission is not an exclu­
sive, or monopoly, grant to furnish electri­
cal energy within the corporate limits of a 
city. Chugach Elec. Ass’n v. City of 
Anchorage, Sup. Ct. Op. No. 407 (File Nos. 
705, 706), 426 P.2d 1001 (1967).

A  public utility’s certificate did not 
grant to it the exclusive right to furnish 
electrical energy within the corporate 
limits of a city. H o m e r  Elec. Ass’n v. City 
of Kenai, Sup. Ct. Op. No. 390 (File No. 
675), 423 P.2d 285 (1967).

Municipality m a y  c o m p e t e  with cer­
tificated utility. —  The delineation of a 
service area contained in a certificate of 
public convenience and necessity does not 
provide the basis for precluding a munic­
ipality from competing, within its o w n  cor­
porate limits, with a certificated utility. 
Chugach Elec. Ass’n v. City of Anchorage, 
Sup. Ct. Op. No. 407 (File Nos. 705, 706), 
426 P.2d 1001 (1967).

T h e  legislature did not intend, by virtue 
of its passage of the 1963 amendments to 
this chapter, that a certificate of public 
convenience and necessity was to be a 
monopoly grant in relation to competition 
from a municipally owned and operated 

utility. H o m e r  Elec. Ass’n v. City of Kenai, 
Sup. Ct. Op. No. 390 (File No. 675), 423 
P.2d 285 (1967).

T h e  Public Service Commissioner’s issu­
ance, to a public utility, of a certificate of 
public convenience and necessity 
providing for a service area which encom­
passed within its territory a city did not 
preclude such city from furnishing electri­
cal energy within its o w n  city limits, in 
competition with such public utility’s elec­
trical distribution system. H o m e r  Elec. 
Ass’n v. City of Kenai, Sup. Ct. Op. No. 390 
(File No. 675), 423 P.2d 285 (1967).

Legislative intent. —  In enacting sub­
section (b) of this section the legislature

indicated its intention iuu. any right 
afforded certificated utilities under former 
A S  42.05.196 was not saved, \laska Pub. 
Utils. C o m m ’n v. Chugach Elec. Ass’n,' 
Sup. Ct. Op. No. 1636 (File Nos. 2969, 
2993), 580 P.2d 687 (1978), overruled on 
other grounds, Sup. Ct. Op. No. . (File. 
No. 3636), 595 P.2d 626 (1979).

•i Subsection (b) of this section w a s  
. supplemented b y  A S  42.05.271, which 
provides for the modification, suspension 
or revocation of certificates for several 
listed reasons, including the requirements 
of public convenience and necessity. 
Alaska Pub. Utils. C o m m ’n v. Chugach 
Elec. Ass’n, Sup. Ct. Op. No. 1636 (File 
Nos. 2969, 2993), 580 P.2d 687 (1978),' 
overruled on other grounds. Sup. Ct. Op. 
No. (File No. 3636), 595 P.2d 626 
(1979). . ■ ■ >

Subsection (d) of this section relates 
to questions of duplication of electrical 
services or facilities and the interpreta­
tion of a utility’s certificate of public 
convenience and necessity. Greater 
Anchorage Area Borough v. City of 
Anchorage, Sup. Ct. Op. No. 856 (File No. 
1569), 504 P.2d 1027 (1972), overruled on 
other grounds. 595 P.2d 629 (Alaska 
1979).

Operation of garbage disposal sites 
does not constitute a  utility service; it 
is only the passing over of control of solid 
waste to the disposal site operator which is 
regulated as a utility function. McClellan 
v. Kenai Peninsula Borough, Sup. Ct. Op. 
No. 1440 (File Nos. 2493, 2543), 565 P.2d 
175 (1977).

D u m p s t e r s  are not equivalent of 
final landfill sites. —  Interpretation that 
dumpsters serving as intermediate d u m p  
sites qualify as the functional equivalent 
of final landfill sites is not reasonable in 
that it would allow the Borough to place 
dumpsters in such a pervasive fashion as 
to completely vitiate the requirement of 
A S  29.48.033(b) and former subsection (f) 
of this section that certificate holders be 
compensated for their interests. McClellan 
v. Kenai Peninsula Borough, Sup. Ct. Op. 
No. 1440 (File Nos. 2493, 2543), 565 P.2d 
175 (1977).
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Sec. 42.05.230. [Repealed, § 5 ch 113 SLA 1970.] :

S e c .  4 2 . 0 F  231. A p p l i c a t i o n .  A p p l i c a t i o n  for a  certificate shall b e . 

in w r i t i n g  a n d  shall b e  in t h e  f o r m  a n d  c o n t a i n  t h e  i n f o r m a t i o n ,  

r e q u i r e d  b y  t h e  c o m m i s s i o n  b y  regulation. (§ 6  c h  1 1 3  S L A  1 9 7 0 )  r

Sec. 42.05.240. [Repealed, § 5 ch 113 SLA 1970.] ' j

i -

S e c .  42.05.241. C o n d i t i o n s  o f  i s s u a n c e .  A  certificate m a y  n o t  b e  

issu e d  u n l e s s  t h e  c o m m i s s i o n  finds t h a t  t h e  a p p l i c a n t  is fit, willing a n d  

able to p r o v i d e  t h e  utility services a p p l i e d  for a n d  t h a t  t h e  services a r e  

r e q u i r e d  for t h e  c o n v e n i e n c e  a n d  necessity o f  t h e  public. T h e  c o m m i s ­

sion m a y  issue a  certificate g r a n t i n g  a n  application in w h o l e  o r  in p a r t  

a n d  a t t a c h  to t h e  g r a n t  o f  it t h e  t e r m s  a n d  conditions it considers 

n e c e s s a r y  to protect a n d  p r o m o t e  t h e  pub l i c  interest i n c l u d i n g  t h e  

condition t h a t  t h e  appli c a n t  m a y  or shall s e r v e  a n  a r e a  or p r o v i d e  a  

n e c e s s a r y  service n o t  c o n t e m p l a t e d  b y  t h e  applicant. T h e  c o m m i s s i o n  

m a y ,  for g o o d  cause, d e n y  a n  application w i t h  o r  w i t h o u t  prejudice. (§ 6  

c h  1 1 3  S L A  1 9 7 0 )  -  . . ... • , v:3;

Sec. 42.05.250. [Repealed, § 5 ch 113 SLA 1970.]
|‘(j vaiV. ■:

S e c .  42.05.251. U s e  o f  s t r e e t s  i n  cities a n d  b o r o u g h s .  P u b l i c  

utilities h a v e  t h e  right to a  p e r m i t  to u s e  public streets, alleys a n d  

o t h e r  public w a y s  o f  a  city o r  b o r o u g h ,  w h e t h e r  h o m e  rule or otherwise, 

u p o n  p a y m e n t  of a  r e a s o n a b l e  p e r m i t  fee a n d  o n  r e a s o n a b l e  t e n n s  a n d  

conditions a n d  w i t h  r e a s o n a b l e  e x c e p t i o n s  t h e  city or b o r o u g h  requires. 

A  d i s pute a s  to w h e t h e r  fees, t e r m s ,  conditions or e x c e p t i o n s  a re r e a­

s o n a b l e  shall b e  d e c i d e d  b y  t h e  c o m m i s s i o n .  T h e  c o m m i s s i o n  m a y  

r e q uire a  u  tility to a d d  t h e  a m o u n t  of a n y  p e r m i t  fee p a i d  a s  a  p r o  r ata 

s u r c h a r g e  to its bills for service r e n d e r e d  at locations w i t h i n  t h e  b o u n d ­

aries of a n y  city or b o r o u g h  w h i c h  r equires p a y m e n t  of a  p e r m i t  fee. 

(§ 6  c h  1 1 3  S L A  1 9 7 0 )

: - “» . I ’ • • *

N O T E S  T O  D E C I S I O N S

actual conflict with commission regulatory 
activity remain in force. B-C Cable Co. v. 
City of Juneau, Sup. Ct. Op. No. 2112 (File 
No. 4587), 613 P.2d 616 (1980).

Municipal franchises granted to a 
cable television c o m p a n y  w e r e  not 
superseded by the Alaska Public 
Utilities Commission Act, A S  42.05, since 
provisions of a municipal franchise not in

Sec. 42.05.260. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.261. D i s c o n t i n u a n c e ,  s u s p e n s i o n  o r  a b a n d o n m e n t  

o f  c e rtificated s e r v i c e ,  (a) E x c e p t  a s  o t h e r w i s e  p r o v i d e d  in this sec­

tion, a  public utility m a y  n o t  d i s c o n t i n u e  o r  a b a n d o n  a  service for

1 5
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w h i c h  a  certificate h a s  b e e n  issu e d  b y  t h e  c o m m i s s i o n  u n l e s s  u p o n  t h e  

application o f  t h e  pub l i c  utility a n d  if, after notice a n d  o p p o r t u n i t y  for 

h e a r i n g ,  t h e  c o m m i s s i o n  finds t h a t  t h e  c o n t i n u e d  service is n o t  

r e q u i r e d  b y  public c o n v e n i e n c e  a n d  necessity. A n y  interested p e r s o n  

m a y  file w i t h  t h e  c o m m i s s i o n  a  protest o r  m e m o r a n d u m  of opposition 

to o r  in s u p p o r t  o f  d i s c o n t i n u a n c e  o r  a b a n d o n m e n t .  T h e  c o m m i s s i o n  

m a y  a u t h o r i z e  t e m p o r a r y  s u s p e n s i o n  of a  service or of p a r t  of a  service.

(b) U p o n  c o m p l a i n t  o r  u p o n  its o w n  m o t i o n ,  t h e  c o m m i s s i o n  m a y  

reinvestigate a  p r e v i o u s l y  a u t h o r i z e d  discont i n u a n c e ,  a b a n d o n m e n t  or 

s u s p e n s i o n  of a  service of a n  o p e r a t i n g  public utility. If, after p r o v i d i n g  

notice a n d  a n  o p p o r t u n i t y  for a  hea r i n g ,  t h e  c o m m i s s i o n  finds t h a t  t h e  

public c o n v e n i e n c e  a n d  necessity r e quire t h e  service to b e  r e s u m e d ,  it 

m a y  o r d e r  t h e  public utility to a g a i n  p r o v i d e  t h e  service. (§ 6  c h  1 1 3  

S L A  1 9 7 0 )  .

. Sec. 42.05.270. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.271. M o d i f i c a t i o n ,  s u s p e n s i o n  o r  r e v o c a t i o n  o f  c e r­

tificates. U p o n  c o m p l a i n t  or u p o n  its o w n  m o t i o n  t h e  c o m m i s s i o n ,  after 

notice a n d  o p p o r t u n i t y  for h e a r i n g  a n d  for g o o d  c a u s e  s h o w n ,  m a y  

a m e n d ,  m o d i f y ,  s u s p e n d ,  o r  r e v o k e  a  certificate, in w h o l e  or in part. 

G o o d  c a u s e  for a m e n d m e n t ,  modification, s u s p e n s i o n  o r revocation of 

a  certificate i ncludes

(1) t h e  r e q u i r e m e n t s  o f  public c o n v e n i e n c e  a n d  necessity;

(2) m i s r e p r e s e n t a t i o n  o f  a  m a t e r i a l  fact in o b t a i n i n g  t h e  certificate;

(3) u n a u t h o r i z e d  d i s c o n t i n u a n c e  or a b a n d o n m e n t  o f  all or p a r t  o f  a  

public utility’s service;

(4) wilful failure to c o m p l y  w i t h  t h e  provisions of this c h a p t e r  or th e  

regulations or ord e r s  o f  t h e  c o m m i s s i o n ;

(5) wilful failure to c o m p l y  w i t h  a  t e r m ,  condition, o r  limitation of 

t h e  certificate. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

N O T E S  T O  D E C I S I O N S

A S  42.05.221(b) w a s  supplemented 
b y  this section, which provides for the 
modification, suspension or revocation of 
certificates for several listed reasons, 
including the requirements of public 
convenience and necessity. Alaska Pub. 
Utils. C o m m ’n v. Chugach Elec. Ass'n, 
Sup. Ct. Op. No. 1636 (File Nos. 2969, 
2993), 580 P.2d 687 (1978), overruled on 
other grounds, Sup. Ct. Op. No. (File 
No. 3636), 595 P.2d 626 (1979).

T h e  term "wilful” itself If not a 
" w o r d  of art” or a "technical term.” It has 
m a n y  different meanings, depending upon 
the context in which it is used. North State

Tel. Co. v. Alaska Pub. Util. C o m m ’n, Sup. 
Ct. Op. No. 1035 (File No. 1838), 522 P.2d 
711 (1974).
T h e  w o r d  "wilful” often denotes a n  

act w h i c h  is voluntary, knowi n g l y  or 
permissively done, as distinguished from 
one which is accidental or otherwise 
beyond the control of the person to be 
charged. North State Tel. Co. v. Alaska 
Pub. Util. C o m m ’n, Sup. Ct. Op. No. 1035 
(File No. 1838), 522 P.2d 711 (1974).

If a person (1) intentionally does an act 
which is prohibited, irrespective of evil 
motive or reliance o.'i erroneous advice, or 
(2) acts with careless disregard of statu-
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North State Tel. Co. v. Alaska Pub. Util. 
C o m m ’n, Sup. Ct. Op. No. 1035 (File No. 
1838), 522 P.2d 711 (1974).
T h e  concept of wilfulness, i.e., failure to 

meet responsibility and exercise control, is 
in accordance with case law. North State 
Tel. Co. v. Alaska Pub. Util. C o m m ’n, Sup. 
Ct. Op. No. 1035 (File No. 1838), 522 P.2d 
711 (1974).

"Wilful failure” m a y  be such behavior 
through acts of commission or omission 
which justified belief that there wa s  an 
intent entering into and characterizing 
the failure complained of. North State Tel. 
Co. v. Alaska Pub. Util. C o m m ’n, Sup. Ct. 
Op. No. 1035 (File No. 1838), 522 P.2> 711 
(1974).

A  failure to perform an act for a long 
period of time, which is required by law to 
be performed, generally constitutes a 
wilful failure to perform. North State Tel. 
Co. v. Alaska Pub. Util. C o m m ’n, Sup. Ct. 
Op. No. 1035 (File No. 1838), 522 P.2d 711 
(1974).

T h e  general notion that a wilful act

implies a b a d  purpose is derived from 
criminal statutes. It has no such meaning 
w h e n  used in a statute to denounce an act 
not in itself wrong. North State Tel. Co. v.' 
Alaska Pub. Util. C o m m ’n, Sup. Ct. O p . ' 
No. 1035 (File No. 1838), 522 P.2d 711 
(1974). .•

C o m m i s s i o n’s definition of "wilful” 
did not shift b u r d e n  of justification. —  
Th e  commission’s definition of "wilful” as 
"requiring only a showing that the failure 
to comply was with knowledge of the con­
sequences of such failure” in finding that 
there w a s  a "wilful failure” to meet the 
condition in the certificate, i.e., "good 
cause,” did not shift the burden of justifica­
tion to the telephone company; rather, the 
commission was merely delineating the 
nature of what would be reasonable justifi­
cation, so as to render a failure to meet the 
condition nonwilful and, thus, the nature 
of the case that had to be m a d e  out by the 
evidence. North State Tel- Co. v. Alaska 
Pub. Util. C o m m ’n, Sup. Ct. Op. No. 1035 
(File No. 1838), 522 P.2d 711 O  -'”4).

Sec. 42.05.280. [Repealed, § 5 ch 113 SLA 1970.] • •’

S e c .  42.05.281. T r a n s f e r  o f  certificate. A  certificate m a y  n o t  b e  

sold o r  leased, rented, t r a nsferred or inherited w i t h o u t  t h e  prior 

a p p r o v a l  o f t h e  c o m m i s s i o n .  (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Sec. 42.05.290. [Repealed, § 5 ch 113 SLA 1970.]

A r t i c l e  4. S e r v i c e s  a n d  Facilities.

Section

291. Standards of service and facilities 
301. Discrimination in service 
311. Joint use and interconnection of 

facilities
321. Failure to agree upon joint use or 

interconnection

Section

331. Standards for measurement 
341. Testing of meter standards 
351. Testing of appliances

Collateral references. —  64 A m .  
2d, Public Utilities, §§ 236 —  239. 

73 C.J.S., Public Utilities, § 44.

Jur.
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,Sec. 42.05.291. S t a n d a r d s  o f  s e r v i c e  a n d  facilities, (a) E a c h  p u b ­

lic utility shall f u r n i s h  a n d  m a i n t a i n  a d e q u a t e ,  efficient a n d  safe ser­

vice a n d  facilities. T h i s  service shall b e  r e a s o n a b l y  c o n t i n u o u s  a n d  

w i t h o u t  u n r e a s o n a b l e  interruption or delay. • . . . *  ■; »•
V O  ■ ••••'.• • h - '  -: i- r . r -1

(b) S u b j e c t  to t h e  provisions o f  this c h a p t e r  a n d  t h e  regulations or 

orde r s  of t h e  c o m m i s s i o n ,  a  public utility m a y  establish r e a s o n a b l e  

rules a n d  r e g u l a t i o n s  g o v e r n i n g  t h e  conditions u n d e r  w h i c h  it will 

r e n d e r  service. m i .;:

(c) T h e  c o m m i s s i o n  m a y ,  u p o n  its o w n  m o t i o n  o r  u p o n  c o m p l a i n t  

after p r o v i d i n g  r e a s o n a b l e  notice a n d  o p p o r t u n i t y  for h earing, a d o p t  a s  

to service a n d  facilities, i n c l u d i n g  t h e  c r ossing o f  facilities, just a n d  

r e a s o n a b l e  s t a n d a r d s ,  classifications, regulations, a n d  practices to b e  

furnished, i m p o s e d ,  o bserved, a n d  f ollowed b y  public utilities; a d o p t  

a d e q u a t e  a n d  r e a s o n a b l e  s t a n d a r d s  for t h e  m e a s u r e m e n t  of quantity, 

quality, pressure, initial voltage, or o t h e r  conditions p e r t a i n i n g  to t h e  

s u p p l y  of t h e  service of public utilities; a d o p t  r e a s o n a b l e  regulations for 

t h e  e x a m i n a t i o n  a n d  testing of t h e  service, a n d  for t h e  m e a s u r e m e n t  

of it; a d o p t  o r  a p p r o v e  r e a s o n a b l e  regulations, specifications, a n d  s t a n­

d a r d s  to s e c u r e  t h e  a c c u r a c y  of m e t e r s  a n d  a p p l i a n c e s  for m e a ­

s u r e m e n t ;  a n d  p r o v i d e  for t h e  e x a m i n a t i o n  a n d  testing o f  a p p l i a n c e s  

u s e d  for t h e  m e a s u r e m e n t  of a  service of a  public utility. I n  d o i n g  so, 

t h e  c o m m i s s i o n  shall c o n f o r m  to t h e  s t a n d a r d  practices of t h e  industry.

(d) If t h e  c o m m i s s i o n ,  u p o n  its o w n  m o t i o n  o r  u p o n  co m p l a i n t ,  after 

p r o v i d i n g  r e a s o n a b l e  notice a n d  o p p o r t u n i t y  for he a r i n g ,  finds t h a t  t h e  

service o r  facilities o f  a  public utility a r e  u n r e a s o n a b l e ,  unsafe, i n a d e­

quate, insufficient, o r  u n r e a s o n a b l y  discriminatory, or o t h e r w i s e  in 

violation of this chapter, t h e  c o m m i s s i o n  shall prescribe, b y  r e g u lation 

or order, t h e  r e a sonable, safe, a d e q u a t e ,  sufficient service or facilities 

to b e  obser v e d ,  furnished, enforced, or e m p l o y e d ,  i n c l u d i n g  all repairs, 

c h a n g e s ,  alterations, extensions, substitutions, o r  i m p r o v e m e n t s  ip. 

facilities t h a t  a r e  r e a s o n a b l y  n e c e s s a r y  a n d  p r o p e r  for th e  safety, 

a c c o m m o d a t i o n ,  a n d  c o n v e n i e n c e  of t h e  public. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

N O T E S  T O  D E C I S I O N S

Jurisdiction over complaints. —  
W h e n  a disgruntled phone subscriber 
seeks to recover damages for inadequate 
telephone service which is c o m m o n  to the 
public, the complaint m a y  properly be 
referred to the public utilities commission 
for exercise of primary jurisdiction. When, 
however, a phone customer alleges that he 
has suffered from acts or omissions of the

utility which result in inadequate service 
which is different from that provided to the 
public as a whole, the complaint should be 
handled as a traditional common-law 
action, and the .superior court should 
determine the issues in accordance with 
settled principles of tort liability. Jeffries 
v. Glacier State Tel. Co., Sup. Ct. Op. No. 
1985 (File No. 4298), 604 P.2d 4 (1979).

1 8
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«

Collateral references. —  Federal 
control as affecting power of public service 
commission, 4 A L R  1703, 1718, 1719; 8 
A L R  969,981; 10 A L R  956; 11 A L R  1450; 
14 A L R  234; 19 A L R  678; 52 A L R  296.

Right of public utility company to 
discontinue its entire service, 11 A L R  252.

- t&ki . /  1 ■; ■; »  . .

t • ' ‘(V!IS'? > ■?■'■/}}& .
■ r. J5; v *!rr>

'* -  *• ■ - . •' ' ‘ ;■V;r^,y J if-'V\V* ..

Sec. 42.05.300. [Repealed, § 5 ch 113 SLA 1970.] V ,  v v

S e c .  42.05.301. D i s c r i m i n a t i o n  i n  s e r v i c e .  A  public utility m a y  

not, a s  to service, m a k e  o r  g r a n t  a n  u n r e a s o n a b l e  p r e f e r e n c e  or 

a d v a n t a g e  to a n y  p e r s o n  o r  subject a n y  p e r s o n  to a n  u n r e a s o n a b l e  

prejudice or d i s a d v a n t a g e .  A  public utility m a y  n o t  establish or m a i n ­

tain o r  p r o v i d e  a n  u n r e a s o n a b l e  difference a s  to service, either as 

b e t w e e n  localities or a s  b e t w e e n  classes of service, b u t  nothing, in this 

section prohibits t h e  e s t a b l i s h m e n t  o f  r e a s o n a b l e  classifications of ser­

vice o r  r e quires u n r e a s o n a b l e  i n v e s t m e n t  in facilities. (§ 6  c h  1 1 3  S L A  

1 9 7 0 )  •' -
■ ‘    - -i •> i. ... ' •••< ••ft. :!««?•» ■'f

’ • . - - • . -t

Collateral references. —  Discrimina­
tion in provision of municipal services or 
facilities as civil rights violation, 51 
A L R 3 d  950.

Civil rights: racial or religious discrim­

ination in furnishing of public utilities, 
services or facilities, 53 A L R 3 d  1027.

Use priorities: validity of imposition, by 
state regulation, of natural gas use 
priorities, 84 A L R 3 d  541.

Sec. 42.05.310. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.311. J o i n t  u s e  a n d  i n t e r c o n n e c t i o n  o f  facilities, (a) A  

public utility h a v i n g  s e w e r s ,  conduits, utilidors, poles, pole lines, pipes, 

pipelines, m a i n s  or o t h e r  distribution o r  t r a n s m i s s i o n  facilities shall, 

for a  r e a s o n a b l e  c o m p e n s a t i o n ,  p e r m i t  a n o t h e r  public utility to u s e  

t h e m  w h e n  t h e  public c o n v e n i e n c e  a n d  necessity r e quire this u s e  a n d  

t h e  u s e  will n o t  result in substantial injury to t h e  o w n e r ,  or in s u b s t a n­

tial d e t r i m e n t  to t h e  service to t h e  c u s t o m e r s  of t h e  o w n e r s .  T h e  cost 

of m odifications o r  a ddi t i o n s  n e c e s s a r y  to a  joint u s e  shall b e  at t h e 

e x p e n s e  of t h e  public utility r e q u e s t i n g  t h e  u s e  o f  t h e  facilities.

(b) A  t e l e c o m m u n i c a t i o n s  utility shall p e r m i t  c o n n e c t i o n  to b e  m a d e  

a n d  service to b e  f u r n i s h e d  b e t w e e n  a  s y s t e m  o p e r a t e d  b y  it a n d  th e 

s y s t e m  o r  toll facilities o p e r a t e d  b y  a n o t h e r  public utility or w i t h  th e 

c o m m u n i c a t i o n s  facility o r  s y s t e m  of a  nonutility, or b e t w e e n  its toll 

facilities a n d  t h e  toll facilities of a n o t h e r  public utility, w h e n  p ublic 

c o n v e n i e n c e  a n d  n ecessity r e q u i r e  t h e  c o n n e c t i o n  a n d  t h e  c o n n e c t i o n  

will n o t  result in substantial injury to t h e  o w n e r  or o t h e r  u s e r s  o f  t h e  

facilities of either public utility or in substantial d e t r i m e n t  to t h e  

service of either public utility.

(c) T h e  tariff o f  a  public utility shall i n clude rules setting o u t  t h e  

t e r m s  a n d  conditions u n d e r  w h i c h  it will construct, or p e r m i t  its 

c u s t o m e r s  or s u b scribers to construct, a n d  install lines, cables, radio

1 9



links, o r  p i p e s  f r o m  its existing facilities to t h e  p r e m i s e s  o f  applicants 

for service. (§ 6  c h  1 1 3  S L A  1 9 7 0 )  ' . / .  '.V-'XV-••V ~ ; ■ ' • \ * . *U*tW'v u  rVv
v *s.; !-■ < 1 " ‘ ' u> ■ iv'..'f >/.) A  :! •. 'r .i l. i i ;  --i.1.

Cross references. — For applicability ■- A " i i i  ;
of this section to otherwise exempt ,.,-j . . ..,........  ;
utilities, see A S  42.05.321(b). . . ... ‘ . . .. ' ...

; v \ n  . -  r.' -

Sec. 42.05.320. [Repealed, § 5 ch 113 SLA 1970.] . .. .

'. -ftf.f ' ’ " ' . ‘lot!
S e c .  42.05.321. F a i l u r e  t o  a g r e e  u p o n  j o i n t  u s e  o r

i n t e r c o n n e c t i o n ,  (a) I n  c a s e  of failure to a g r e e  u p o n  t h e  joint u s e  or 

i n t e r c o n n e c t i o n  of facilities or t h e  conditions or c o m p e n s a t i o n  for joint 

u s e  o r  interconnections, t h e  public utility, i n c l u d i n g  a n y  municipality, 

or a n  interested p e r s o n  m a y  a p p l y  to t h e  c o m m i s s i o n  for a n  or d e r  

r e q u i r i n g  t h e  interconnection. If, after investigation a n d  o p p o r t u n i t y  

for hea r i n g ,  t h e  c o m m i s s i o n  finds t h a t  public c o n v e n i e n c e  a n d  

necessity r e q u i r e  t h e  joint u s e  or connection, a n d  t h a t  t h e  u s e  o r  c o n­

nect i o n  will n o t  result in substantial injury to t h e  o w n e r  utility or its 

c u s t o m e r s ,  o r  in substantial d e t r i m e n t  to t h e  services f u r n i s h e d  b y  t h e  

o w n e r  utility, o r  in t h e  creation o f  safety h a z a r d s ,  it shall

(1) o r d e r  t h a t  t h e  u s e  b e  permitted;

(2) prescribe r e a s o n a b l e  conditions a n d  c o m p e n s a t i o n  for t h e  joint 

use; «

(3) o r d e r  t h e  i n t e r connection to b e  m a d e ;

(4) d e t e r m i n e  t h e  t i m e  a n d  m a n n e r  of t h e  interconnection;

(5) d e t e r m i n e  t h e  a p p o r t i o n m e n t  o f  costs a n d  responsibility for o p e r­

ation a n d  m a i n t e n a n c e  o f t h e  interconnection. • j

(b) T h i s  section a n d  A S  4 2 . 0 5 . 3 1 1  a p p l y  to all utilities w h e t h e r  or 

n o t  t h e y  a r e  e x e m p t  f r o m  o t h e r  regulation u n d e r  A S  42.05.711. (§ 6  c h  

1 1 3  S L A  1 9 7 0 ;  a m § 4 i h  1 3 6  S L A  1 9 8 0 )  .. . ■ . w r

>Vs • ; ' • . .  '1 A il

Effect of a m e n d m e n t s .  —  T h e  1980 ' ''
a m e n d m e n t  added subsection (b). . , . • ! . '''•■■

Sec. 42.05.330. [Repealed, § 5 ch 113 SLA 1970.] • •

S e c .  42.05.331. S t a n d a r d s  f o r  m e a s u r e m e n t .  T h e  c o m m i s s i o n  

shall establish b y  r e g u l a t i o n  a d e q u a t e ,  fair a n d  realistic s t a n d a r d s  for 

t h e  m e a s u r e m e n t  o f  quality, pressure, v o l t a g e  or o t h e r  conditions of 

utility services a n d  shall prescribe r e a s o n a b l e  regulations for e x a m i n a ­

tion a n d  testing of t h e  service a n d  t h e  a c c u r a c y  of t h e  devices u s e d  to 

m e a s u r e  it. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Sec. 42.05.340. [Repealed, § 5 ch 113 SLA 1970.]

§ 4 2 . 0 5 . 3 2 0  A l a s k a  S t a t u t e s  § 4 2 . 0 5 . 3 4 0
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§ 42. 0 5 . 3 4 1 P u b l i c  U t i l i t i e s  a n d  C a r r i e r s § 42 . 0 5 . 3 6 1

S e c .  42.05.341. T e s t i n g  o f  m e t e r  s t a n d a r d s .  T h e  c o m m i s s i o n  

shall p r o v i d e  b y  r e g u l a t i o n  for t h e  periodic testing a n d  certification o f 1 

m e t e r  s t a n d a r d s  b y  laboratories ac c e p t a b l e  to t h e  c o m m i s s i o n .  T h e  '■ 
c o m m i s s i o n  shall also p r o v i d e  b y  r e g u l a t i o n  for t h e  t a k i n g  of a p p e a l s  

to t h e  c o m m i s s i o n  f r o m  t h e  findings o f  a  utility w h i c h  tests its o w n  

m e t e r s  o r  a p p l i a n c e s  for m e a s u r e m e n t .  (§ 6  c h  1 1 3  S L A  19 7 0 )

• m  •{•••-' v.tia r: t u m v >  ii'iWrttiiaio-i triVr. auiitwn b i h w q s  1«

Sec. 42.05.350. [Repealed, § 5 ch 113 SLA 1970.] \ *

-■$ : s i:••:.«. . u - . n n  Ii. i . i ' s . u v J i ' ,  .rro ;;

S e c .  42.05.351. T e s t i n g  o f  a p p l i a n c e s .  T h e  c o m m i s s i o n  shall p r o­

vide  for t h e  ‘e x a m i n a t i o n  a n d  testing of a p p l i a n c e s  u s e d  for t h e  

m e a s u r i n g  of a  service o f  a  pub l i c  utility a n d  m a y  p u r c h a s e  e q u i p m e n t ,  - 

a p p a r a t u s ,  a n d  s t a n d a r d s  r e q u i r e d  for this pu r p o s e .  T h e  c o m m i s s i o n e r  

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

a n d  testing f u nction to t h e  section o f  w e i g h t s  a n d  m e a s u r e s .  U p o n  t h e  

p a y m e n t  of a  r e a s o n a b l e  fee established b y  t h e  c o m m i s s i o n ,  a  c o n s u m e r  

m a y  h a v e  t h e  appliance, w h i c h  is u s e d  b y  t h e  c o n s u m e r ,  tested. T h e  

c o m m i s s i o n  shall establish b y  r e g u l a t i o n  a l l o w a b l e  tolerances w i t h  

respect to t h e  f u n c t i o n i n g  o r  o p e r a t i o n  of t h e  appliance. If t h e  

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

utility c o n c e r n e d  shall p a y  t h e  costs of t h e  test b y  r e i m b u r s i n g  t h e  

p e r s o n  r e q u e s t i n g  t h e  test for t h e  fee p a i d  b y  t h a t  person. T h i s  

r e i m b u r s e m e n t  shall b e  m a d e  n o  later t h a n  at t h e  t i m e  of t h e  n e x t  

r e g u l a r  billing f o l l o w i n g  lh e  test. (§ 6  c h  1 1 3  S L A  1 9 7 0 ;  a m  § 4 3 c h l 2 7  

S L A  1 9 7 4 ;  a m  § 8 4  c h  2 1 8  S L A  1 9 7 6 )  , • ,, ?. . ' ;

Sec. 42.05.360. [Repealed, § 5 ch 113 SLA 1970.] \ f0‘. \

A r t i c l e  5. R a t e s  a n d  R a t e  S c h e d u l e s .

Section

361. Tariffs, contracts, filing and public 
inspection 

371. Adherence to tariffs 
381. Rates to be just and reasonable 
391. Discrimination in rates 
401. Apportionment of joint rates

v.M r / , 8

Section

411. N e w  or revised tariffs 
421. Suspension of tariff filing . .. . 
431. Power of commission to lix rates 
441. Valuation of property of a public util-

M y . ’ .. .•  . . V .  ...

Collateral references. —  64 A m .  Jur. , 73 C.J.S., Public Utilities, §§ 13 —  30,
2d, Public Utilities, §§ 240 —  245. 41. ,

S e c .  42.05.361. Tariffs, c o n t r a c t s ,  filing a n d  p u b l i c  i n s p e c t i o n .

(a) U n d e r  r e g u l a t i o n s  t h e  c o m m i s s i o n  shall adopt, e v e r y  public utility
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§ 4 2  0 5 . 3 7 0 . • A l a s k a  S t a t u t e s § 4 2 . 0 5 . 3 7 1

shall file w i t h  t h e  c o m m i s s i o n ,  w i t h i n  t h e  t i m e  a n d  in t h e  f o r m  th e  

c o m m i s s i o n  designates, its c o m p l e t e  tariff s h o w i n g  all rates, i n c l u d i n g  

joint rates, tolls, rentals, a n d  c h a r g e s  collected a n d  all classifications,'! 

rules, regulations, a n d  t e r m s  a n d  conditions u n d e r  w h i c h  it furnishes  

its services a n d  facilities to t h e  g e n e r a l  public, o r  to a  r e g u l a t e d  or . 

m u n i c i p a l l y  o w n e d  utility for resale to t h e  public, t o g e t h e r  w i t h  a  c o p y  

of e v e r y  special c o ntract w i t h  c u s t o m e r s  w h i c h  in a n y  w a y  affects or 

relates to t h e  s e r v i n g  utility’s rates, tolls, c h arges, rentals, classifi­

cations, services or facilities. T h e  pub l i c  utility shall clearly print, or 

type, its c o m p l e t e  tariff a n d  k e e p  a n  np-to-date c o p y  of it o n  file a t  its 

principal b u s i n e s s  office a n d  a t  a  d e s i g n a t e d  place in e a c h  c o m m u n i t y  

served. T h e  tariffs shall b e  m a d e  available to, a n d  subject to inspection 

by, t h e  g e n e r a l  p ub l i c  o n  d e m a n d .  -• •. .;u ^

(b) T h e  tariffs of a  public utility w h i c h  a r e  also subject to t h e  juris­

diction o f  a  federal r e g u l a t o r y  b o d y  shall c o r r espond, so far a s  p r a c t i c a - . 

hie, to t h e  f o r m  of t h o s e  pr e s c r i b e d  b y  t h e  federal r e g u l a t o r y  b o d y .  -,c;
(c) T h e  c o m m i s s i o n  m a y  reject t h e  filing o f  all or p a r t  of a  tariff. 

w h i c h  d o e s  n o t  c o m p l y  w i t h  t h e  f o r m  or filing regu l a t i o n s  of t h e  c o m - . 

m i s s i o n  or w h i c h  is n o t  consistent w i t h  this c h a p t e r  or t h e  regulations 

of t h e  c o m m i s s i o n .  A  tariff o r  p rovision so rejected is void. (§ 6  c h  1 1 3  

S L A  1 9 7 0 )  . • ......

'• ! :  V  ■ J  • -'t; •>. •••=*..

Opinions of attorney general. —  its jurisdiction over the sale. August 4.
W h e r e  public utility company entered into 1976, Op. Att’y Gen. ........
contract to sell natural gas to federal mili- Th e  Alaska Public Utility Commission 
tary installations pursuant to federal stat- can require that a public utility file copies 
ute governing such contract negotiations, of its military supply contracts with the 
Alaska Public Utility Commission was Commission pursuant to subsection (a) of
precluded by supremacy clause of U.S. this section. August 4,' 1976, Op. Att’y
Constitution (Art. VI, cl. 2) from asserting Gen. • • , •

N O T E S  T O  D E C I S I O N S
: . -1 yV.ViS

Stated in United States v. R C A  Alaska pursuant to law, right to maintain action
Communications, Inc., Sup. Ct. Op. No. against carrier on ground of, 97 A L R  420.

1647 (File No. 3772), 597 P.2d 489 (1979). Variation of utility rates based on flat

Collateral references. —  Excessive- and meter rates, 40 A L R 2 d  1331.
ness of rates filed and published by carrier .i„’

Sec. 42.05.370. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.371. A d h e r e n c e  t o  tariffs. T h e  t e r m s  a n d  conditions 

u n d e r  w h i c h  a  public utility offers its services a n d  facilities to t h e  

public shall b e  g o v e r n e d  strictly b y  t h e  provisions o f  its c urrently effec­

tive tariffs. A  legally filed a n d  effective tariff rate, charge, toll, rental, 

rule, regula t i o n  o r  condition of service m a y  n o t  b e  c h a n g e d  e x c e p t  in 

t h e  m a n n e r  p r o v i d e d  in this chapter. If m o r e  t h a n  o n e  tariff rate or 

c h a r g e  c a n  r e a s o n a b l y  b e  a p p l i e d  for billing p u r p o s e s  t h e  o n e  m o s t  

a d v a n t a g e o u s  to t h e  c u s t o m e r  shall b e  used. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

2 2
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N O T E S  T O  D E C I S I O N S

§ 4 2 . 0 5 . 3 8 0  P u b l i c  U t i l i t i e s  a n d  C a r r i e r s § 4 2 . 0 5 . 3 8 1

-. ;•' i  ■ . . .  . ' •
Applied in United States v. R C A  No. 1647 (File No. 3772), 597.JP.2d 489 

Alaska Communications, Inc., Sup. Ct. Op. (1979).

... , '  J- ,-::,. •.

•"  - ' b w -

Collateral references. —  Necessity of bound to render as c o m m o n  carrier, 19 
filing rates for services which carrier is not A L R  982.

Sec. 42.05.380. [Repealed, § 5 ch 113 SLA 1970.]

t

S e c .  42.05.381. R a t e s  t o  b e  j u s t  a n d  r e a s o n a b l e ,  (a) Al l  rates 

d e m a n d e d  o r  r e ceived b y  a  public utility, or b y  a n y  t w o  o r  m o r e  public 

utilities jointly, for a  service f u r n i s h e d  or to b e  f u r n i s h e d  shall b e  just 

a n d  reas o n a b l e ;  h o w e v e r ,  a  rate m a y  n o t  i n c lude a n  a l l o w a n c e  for costs 

of political contributions, o r  pub l i c  relations e x c e p t  for r e a s o n a b l e  

a m o u n t s  s p e n t  for

(1) e n e r g y  c o n s e r v a t i o n  efforts;

(2) public i n f o r m a t i o n  d e s i g n e d  to p r o m o t e  m o r e  efficient u s e  of t h e  

utility’s facilities o r  services or to protect t h e  physical p l a n t  o f  t h e  

utility;

(3) i n f o r m i n g  s h a r e h o l d e r s  a n d  m e m b e r s  of a  c o o perative of 

m e e t i n g s  of t h e  utility a n d  e n c o u r a g i n g  a t t e n d a n c e ;  or

(4) e m e r g e n c y  situations to t h e  e x t e n t  a n d  u n d e r  t h e  c i r c u m s t a n c e s  

a u t h o r i z e d  b y  t h e  c o m m i s s i o n  for g o o d  c a u s e  s h o w n .

(b) I n  establishing t h e  r e v e n u e  r e q u i r e m e n t s  o f  a  m u n i c i p a l l y  o w n e d  

a n d  o p e r a t e d  utility t h e  m u n i c i p a l i t y  is entitled to i n c l u d e  a  r e a s o n a b l e  

rate o f  return.

(c) A  utility, w h e t h e r  subject to re g u l a t i o n  b y  t h e  c o m m i s s i o n  or 

e x e m p t  f r o m  regulation, m a y  n o t  c h a r g e  a  fee for c o n n e c t i o n  to, 

d i s c o n n e c t i o n  from, o r  transfer of services in a n  a m o u n t  i n  excess of t h e  

actual cost to t h e  utility of p e r f o r m i n g  t h e  service p l u s  a  profit at a  

r e a s o n a b l e  p e r c e n t a g e  of t h a t  cost n o t  to e x c e e d  t h e  p e r c e n t a g e  e s t a b­

lished b y  t h e  c o m m i s s i o n  b y  regulation.

(d) A  utility shall p r o v i d e  for a  r e d u c e d  fee or s u r c h a r g e  for s t a n d b y  

w a t e r  for fire protection s y s t e m s  a p p r o v e d  u n d e r  A S  18.7 0 . 0 8 1  w h i c h  

u s e  h y d r a u l i c  sprinklers. (§ 6  c h  1 1 3  S L A  1970; a m  § 1 c h  8 6  S L A  

1976; a m  § 5  c h  1 0 6  S L A  1977; a m  § 4  c h  4 5  S L A  1 9 8 0 )

Effect of a m e n d m e n t s .  —  T h e  1980 
a m e n d m e n t  added subsection (d).
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§ 4 2 . 0 5 . 3 9 0 A l a s k a  S t a t u t e s § 4 2 . 0 5 . 3 9 1

N O T E S  T O  D E C I S I O N S
» i * '. ‘ v - -

Separation of intrastate a n d  inter- intrastate rates. United States v. R C A
state properties, expenses a n d  reve- Alaska Communications, Inc., Sup. Ct. Op.
nues is required for properly No. 1647 (File No. 3772), 597 P.2d 489

determining the adequacy of a utility’s (1979). .1. ;

■ ;. • • • • ■ :■ .■ . : .  • <i • •

includible in utility’s rate base and 
operating expenses in rate proceeding, 16 
A L R 4 t h  454.

Injunctions —  rates: validity, con­
struction, and application of Johnson Act 
(29 U S C S  § 1342), prohibiting interfer­
ence by Federal District Courts with state 
orders affecting rates chargeable by public 
utilities, 28 A L R  Fed 422.

Applied in Alaska Pub. Util. C o m m ’n v. 
Greater Anchorage Area Borough, Sup. 
Ct. Op. No. 1139 (File No. 2314), 534 P.2d 
549 (1975). „

Sec. 42.05.390. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.391. D i s c r i m i n a t i o n  i n  rates, (a) A  public utility m a y  

not, a s  to rates, g r a n t  a n  u n r e a s o n a b l e  p r e f erence or a d v a n t a g e  to a n y  

o f  its c u s t o m e r s  or subject a  c u s t o m e r  to a n  u n r e a s o n a b l e  prejudice or 

d i s a d v a n t a g e .  A  public utility m a y  n o t  establish or m a i n t a i n  a n  

u n r e a s o n a b l e  difference a s  to rates, either a s  b e t w e e n  localities or 

b e t w e e n  classes of service. A  m u n i c i p a l l y  o w n e d  utility m a y  offer 

u n i f o r m  or identical rates for a  public utility service to c u s t o m e r s  

located in different a r e a s  w i t h i n  its certificated service a r e a  w h o  

receive t h e  s a m e  class o f  service. A n y  u n i f o r m  or identical rate shall, 

u p o n  c o m p l a i n t ,  b e  subject to r e v i e w  b y  t h e  c o m m i s s i o n  a n d  m a y  b e  set 

aside if s h o w n  to b e  u n r e a s o n a b l e .

(b) A  rate c h a r g e d  b y  a  m u n i c i p a l i t y  for a  public utility service 

f u r n i s h e d  b e y o n d  its c orporate limits is n o t  consid e r e d  unjustly dis­

cr i m i n a t o r y  solely b e c a u s e  a  different rate is c h a r g e d  for a  similar 

service w i t h i n  its c orpo r a t e  limits.

(c) A  p ublic utility m a y  n o t  directly or indirectly refund, r e b a t e  or 

r e m i t  i n a n y  m a n n e r ,  or b y  a n y  device, a n y  portion of t h e  rates a n d  

c h a r g e s  or c h arge, d e m a n d  or receive a  g r e a t e r  or lesser c o m p e n s a t i o n  

for its services t h a n  is specified in its effective tariff. A  public utility 

m a y  n o t  e x t e n d  to a n y  c u s t o m e r  a n y  f o r m  of'contract, a g r e e m e n t ,  

i n d u c e m e n t ,  privilege o r  facility, or a p p l y  a n y  rule, regulation or c o n d i­

tion of service e x c e p t  s u c h  a s  a r e  e x t e n d e d  o r  applied to all c u s t o m e r s  

u n d e r  like c i r c u m s t a n c e s .  A  public utility m a y  n o t  offer or p a y  a n y  

c o m p e n s a t i o n  o r  c onsideration or furnish a n y  e q u i p m e n t  to s e c u r e  the 

installation o r  a d o p t i o n  of th e  u s e  o f  utility service u n l e s s  it c o n f o r m s

2 4

Collateral references. —  Charitable 
contributions by public utility as part of 
operating expense, 59 A L R 3 d  941. '

Fuel adjustment clauses: validity of 
"fuel adjustment” or similar clauses 
authorizing electric utility to pass on 
increased costs of fuel to its customers, 83 
A L R 3 d  933.

Advertising or promotional expendi­
tures of public utility as part of operating 
expenses for ratemaking purposes, 83 
A L R 3 d  963.

Affiliates: amount paid by public utility 
to affiliate for goods or services as
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to a  tariff a p p r o v e d  b y  t h e  c o m m i s s i o n ,  a n d  t h e  c o m p e n s a t i o n ,  c o n­

sideration o r  e q u i p m e n t  is offered to all p e r s o n s  in t h e  s a m e  classifi­

cation u s i n g  o r  a p p l y i n g  for t h e  pub l i c  utility service; in d e t e r m i n i n g  

t h e  r e a s o n a b l e n e s s  o f  s u c h  a  tariff filed b y  a  public utility t h e  c o m m i s ­

sion shall consider, a m o n g  o t h e r  things, e v i d e n c e  o f  consideration or 

c o m p e n s a t i o n  p a i d  b y  a  competitor, r e g u l a t e d  or n o n r e g u l a t e d ,  of t h e  

public utility to s e c u r e  t h e  installation o r  a d o p t i o n  of t h e  u s e  of th e  

c o m p e t i t o r’s service. ’ •' '

(d) N o t h i n g  in this section p r e v e n t s  a  public utility f r o m  c h a r g i n g  

r e d u c e d  rates to c u s t o m e r s  t r a nsferred to it f r o m  a  c o m p e t i n g  utility 

p r o v i d e d  t h e  r e d u c t i o n  is a n  integral p a r t  o f  a  contract, a r r a n g e m e n t  

o r  p l a n  to e l i m i n a t e  t h e  o v e r l a p p i n g  of service a r e a s  or to m i n i m i z e  

duplication of facilities a n d  c o m p e t i t i o n  b e t w e e n  public utilities. (§ 6 

c h  1 1 3  S L A  1 9 7 0 ;  a m  § 5  c h  1 3 6  S L A  1 9 8 0 )

Effect of a m e n d m e n t s .  —  Th e  1980 
a m e n d m e n t  substituted "A  public utility 
m a y  net” for "Nc public utility m a y” at the 
beginning of the first and second sentences

in subsection (a), and added the present 
third and fourth sentences in subsection 
(a). - .

' . • r r ,
K--

N O T E S  T O  D E C I S I O N S

die utility m a y  

[v a n t a g e  to a n y  

ble prejudice or 

r m a i n t a i n  a n  

?n localities or 

ility m a y  offer 

e to c u s t o m e r s  

vice a r e a  w h o  

tical rate shall, 

a n d  m a y  b e  set

utility service 

d  unjustly dis- 

1 for a  similar

fund, reb a t e  or 

f t h e  rates a n d  

t c o m p e n s a t i o n  
V public utility 

ct, a g r e e m e n t ,  

lation or condi- 

> all c u s t o m e r s  

fer or p a y  a n y  

it to sec u r e  t h e  

iss it c o n f o r m s

Un i f o r m  rates are not required. 
Jager v. State, Sup. Ct. Op. No. 1161 (File 
No. 2057), 537 P.2d 1100 (1975).

O n l y  unreasonable or u n d u e  
preferences are forbidden. Jager v. 
State, Sup. Ct. Op. No. 1161 (File No. 
2057), 537 P.2d 1100 (1975).

W h e n  the rate structure is such that 
o n e  class of customers subsidizes a n­
other, discrimination m a y  pass beyond its 
permitted scope and become undue or 
unreasonable. Jager v. State, Sup. Ct. Op. 
No. 1161 (File No. 2057), 537 P.2d 1100
(1975).

U s e  of existing pre-tax profits builds 
into n e w  rates a n y  existing discrimina­
tion in the rate structure. Jager v. State, 
Sup. Ct. Op. No. 1161 (File No. 2057), 537 
P.2d 1100 (1975).

Discrimination based o n  justified 
differences is permissible. —  Since only 
that discrimination which is unreasonable 
is unlawful, discrimination based on 
justified differences in the cost of service or

which is otherwise within the zone of rea­
sonableness is permissible. Jager v. State, 
Sup. Ct. Op. No. 1161 (File No. 2057), 537 
P.2d 1100 (1975).

L a n g u a g e  of section a n d  of former 
A S  42.05.460 a n d  42.05.520 compared. 
—  See Oil Heat Inst., Inc. v. Alaska Pub. 
Serv. Corp., Sup. Ct. Op. No. 960 (File No. 
1850), 515 P.2d 1229 (1973).

W h e t h e r  subsection (c) violated is 
question for initial consideration b y  
commission. —  Whether as a matter of 
law a gas company’s plan to increase its 
sales of natural gas violates the provisions 
of subsection (c) is a question particularly 
suited for initial consideration by the P u b­
lic Utilities Commission. Oil Heat Inst., 
Inc. v. Alaska Pub. Serv. Corp., Sup. Ct. 
Op. No. 960 (File No. 1850), 515 P.2d 1229 
(1973).

Applied in United States v. R C A  
Alaska Communications, Inc., Sup. Ct. Op. 
No. 1647 (File No. 3772), 597 P.2d 489 
(1979).

Sec. 42.05.400. [Repealed, § 5 ch 13 SLA 1970.]

S e c .  42.05.401. A p p o r t i o n m e n t  o f  j o i n t  rates, (a) If public 

utilities s h a r e  in a  joint rate t h e  a p p o r t i o n m e n t  of receipts shall b e  just 

a n d  reasonable. T h e  m e t h o d  of a p p o r t i o n m e n t  shall b e  a p p r o v e d  b y  t h e  

c o m m i s s i o n  a n d  t h e  c o m m i s s i o n  m a y ,  if it considers it to b e  in t h e  

public interest, establish th e  portion to w h i c h  e a c h  public utility shall 

b e  entitled.
d o
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(b) If t h e  c o m m i s s i o n  d o e s  n o t  h a v e  professional staff to investigate, 

e v a l u a t e  a n d  testify r e g a r d i n g  a n y  p r o c e e d i n g  u n d e r  (a) o f  this section 

it m a y  e m p l o y  qualified professional c o n s u l t a n t s  for this p u r p o s e  a t  th e 

direct e x p e n s e  o f  t h e  parties to t h e  d i s p u t e  a n d  divide t h e  cost a m o n g  

t h e  parties in t h e  p r o p o r t i o n  of their respective o p e r a t i n g  r e v e n u e s  

before c o m m e n c e m e n t  of t h e  proc e e d i n g .  T h e  cost allocation to e a c h  

p a r t y  shall b e  d e t e r m i n e d  before e m p l o y m e n t  of t h e  cons u l t a n t s  a n d  

after g i v i n g  t h e  parties r e a s o n a b l e  notice a n d  o p p o r t u n i t y  to b e  heard. 

(§ 6  c h  1 1 3  S L A  1 9 7 0 )  , ; s w

, ’ • '  . . * * ; ■ ’ • V i U; - j'-.:;ii .J)»

N O T E S  T O  D E C I S I O N S  . ' !

Applied in United States v. R C A  No. 1647 (File No. 3772), 597 P.2d 489 
Alaska Communications, Inc., Sup. Ct. Op. (1979). ■ . ; ■_

Sec. 42.05.410. [Repealed, § 5 ch 13 SLA 1970.] "  • '

S e c .  42.05.411. N e w  o r  r e v i s e d  tariffs, (a) A  public utility m a y  n o t  

establish or pl a c e  in effect a n y  n e w  or revised rates, charges, rules, 

regulations, conditions of service o r  practices e x c e p t  after 4 5  d a y s’ 

notice to t h e  c o m m i s s i o n  a n d  3 0  d a y s ’ notice to t h e  public. N o t i c e  shall 

b e  g i v e n  to t h e  c o m m i s s i o n  b y  filing w i t h  t h e  c o m m i s s i o n  a n d  k e e p i n g  

o p e n  for public inspection t h e  r e v ised tariff provisions w h i c h  shall 

plainly indicate t h e  c h a n g e s  to b e  m a d e  in th e  s c h e d u l e s  t h e n  in force 

a n d  t h e  t i m e  w h e n  t h e  c h a n g e s  will g o  into effect. T h e  c o m m i s s i o n  shall 

prescribe m e a n s  b y  r e g u l a t i o n  w h e r e b y  notice is g i v e n  to t h e  public 

before o r  n o  later t h a n  1 5  d a y s  after t h e  filing w h i c h  3hall b e  r e a s o n­

ab l y  a d e q u a t e  to notify c u s t o m e r s  affected b y  t h e  filing. T h e  c o m m i s ­

sion, for g o o d  c a u s e  s h o w n ,  m a y  a l l o w  c h a n g e s  to t a k e  effect o n  less 

t h a n  4 5  d a y s’ notice to t h e  c o m m i s s i o n  o r  3 0  d a y s’ notice to t h e  public 

u n d e r  conditions t h e  c o m m i s s i o n  prescribes.

(b) N e w  a n d  revised tariffs shall b e  filed in t h e  m a n n e r  p r o v i d e d  in 

A S  42.05.361(a).

(c) U p o n  t h e  filing of a  n e w  or r e v i s e d  tariff, t h e  c o m m i s s i o n ,  u p o n  

c o m p l a i n t  o r  u p o n  its o w n  m o t i o n ,  w i t h o u t  notice, m a y  initiate a n  

investigation o f  t h e  r e a s o n a b l e n e s s  a n d  l a w f u l n e s s  of t h e  c h a n g e .  (§ 6  

c h  1 1 3  S L A  1970; a m  § 1 c h  6 4  S L A  1 9 7 5 )

N O T E S  T O  D E C I S I O N S

Nature of tariff. —  This section pro­
vides only that a filing of a n e w  or revised 
tariff be made; it contains no requirement 
that the tariff be permanent or interim in 
nature. United States v. R C A  Alaska C o m ­
munications, Inc., Sup. Ct. Op. No. 1647 
(File No. 3772), 597 P.2d 489 (1979).

Stated in Alaska Pub. Util. C o m m ’n v. 
Greater Anchorage Area Borough, Sup. 
Ct. Op. No. 1139 (File No. 2314), 534 P.2d 
549 (1975).

Cited in Jager v. State, Sup. Ct. Op. No. 
1161 (File No. 2057), 537 P.2d 1100 (1975).
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"rSec. 42.05.420. [Repealed, § 5 ch 13 SLA 1970.]

S e c .  42.05.421. S u s p e n s i o n  o f  tariff filing, (a) W h e n  a  tariff filing 

is m a d e  c o n t a i n i n g  a  h e w  o r  r e v i s e d  rate, classification, rule, r e g u­

lation,- practice, o r  condi t i o n  o f  service t h e  c o m m i s s i o n  m a y ,  either 

u p o n  w r i t t e n  c o m p l a i n t  o r  u p o n  its o w n  m o t i o n ,  after r e a s o n a b l e  

notice, c o n d u c t  a  h e a r i n g  to d e t e r m i n e  t h e  r e a s o n a b l e n e s s  a n d  propri­

ety o f  t h e  filing. P e n d i n g  s u c h  a  h e a r i n g  t h e  c o m m i s s i o n  m a y ,  b y  order 

stating t h e  r e a s o n s  for its action, s u s p e n d  t h e  .operation of t h e  tariff 

filing for • . ••

(1) a n  initial p e r i o d  n o t  l o n g e r  t h a n  six m o n t h s  b e y o n d  t h e  t i m e  

w h e n  it w o u l d  o t h e r w i s e  g o  into effect if t h e  a n n u a l  gross r e v e n u e s  of 

t h e  utility m a k i n g  t h e  filing a r e  m o r e  t h a n  $3,000,000; a n d

(2) n o t  l o n g e r  t h a n  1 5 0  d a y s  before a n  i n t e r i m  rate e q u a l  to th e 

r e q u e s t e d  n e w  rate g o e s  into effect a n d  n o t  l o n g e r  t h a n  o n e  y e a r  before 

a  p e r m a n e n t  rate g o e s  into effect if t h e  a n n u a l  gross r e v e n u e s  o f  t he 

utility m a k i n g  t h e  filing a r e  $ 3 , 0 0 0 , 0 0 0  or less. \ , ;

(b) A n  o r d e r  s u s p e n d i n g  a  tariff filing m a y  b e  v a c a t e d  if, after i n v e s­

tigation, t h e  c o m m i s s i o n  finds t h a t  it is in all respects proper. 

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

a n d  issue its order, before t h e  e n d  o f  t h e  s u s p e n s i o n  period, granting, 

d e n y i n g  or m o d i f y i n g  t h e  s u s p e n d e d  tariff in w h o l e  or in part.

(c) I n  t h e  c a s e  of a  p r o p o s e d  i n c r e a s e d  rate, t h e  c o m m i s s i o n  m a y  b y  

or d e r  r e q uire t h e  interested public utility or utilities to place in e s c r o w  

in a  financial institution a p p r o v e d  b y  t h e  c o m m i s s i o n  a n d  k e e p  a c c u­

rate a c c o u n t  of all a m o u n t s  r e c e i v e d  b y  r e a s o n  of t h e  increase, s p e c­

ifying b y  w h o m  a n d  in w h o s e  b e h a l f  t h e  a m o u n t s  a r e  paid. U p o n  

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

require t h e  public utility to r e f u n d  to t h e  p e r s o n s  in w h o s e  b e h a l f  t h e  

a m o u n t s  w e r e  paid, t h a t  p o r tion o f  t h e  i n c r e a s e d  rates w h i c h  w a s  f o u n d  

to b e  u n r e a s o n a b l e  or u n l a w f u l .  F u n d s  m a y  n o t  b e  released f r o m  e s c r o w  

w i t h o u t  t h e  c o m m i s s i o n ’s prior w r i t t e n  c o n s e n t  a n d  t h e  e s c r o w  a g e n t  

shall b e  so instructed b y  t h e  utility, in writing, w i t h  a  c o p y  to th e  

c o m m i s s i o n .  T h e  utility m a y ,  a t its e x p e n s e ,  substitute a  b o n d  in lieu 

of th e  e s c r o w  r e q u i r e m e n t .

(d) O n e  w h o  initiates a  c h a n g e  in existing tariffs shall b e a r  t h e  

b u r d e n  to p r o v e  t h e  r e a s o n a b l e n e s s  of t h e  c h a n g e .  (§ 6  c h  1 1 3  S L A  

1970; a m  § 6  c h  1 3 6  S L A  1 9 8 0 )

o. Util. C o m m ' n  v. 
ea Borough, Sup. 
,'o. 2314). 534 P.2d

e, Sup. Ct. Op. No. 
7 P.2d 1100(1975).

Effect of a m e n d m e n t s .  —  Th e  1980 
a m e n d m e n t  restructured subsection (a) 
into the present introductory paragraph 
and paragraphs (1) and (2) by dividing the 
former second sentence following the word 
"for,” adding "if the annual gross revenues

of the utility making the filing are more 
than $3,000,000; and” following "go into 
effect” at the end of the former second sen­
tence, and adding the material contained 
in present paragraph (2).

2 7
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. N O T E S  T O  D E C I S I O N S < 't.'

- It w a s  error for the superior court to 
dispense with the c o m m ission’s order 
that a utility place funds received p u r­
suant to a n  interim increase in a n  
esc r o w  account pending the final rate 
determination Bince subsection (c) of thi3 
section specifically authorizes the commis­
sion to take such action. Alaska Pub. Utils. 
C o m m ' n  v. Municipality of Anchorage, 
Sup. Ct. Op. No. 1645 (File No. 2934), 579 
P.2d 1071 (1978).. .,

F o r  discussion of imperfections in 
the escrow procedure. —  See Alaska 
Pub. Util. C o m m ’n v. Greater Anchorage 
Area Borough, Sup. Ct. Op. No. 1139 (File 
No. 2314), 534 P.2d 549 (1975).

Denial of interim rate increase held 
arbitrary. — - W h e r e  the superior court 
found that the existing rate was 
confiscatory, where the borough was 
clearly operating the sewer utility at a 
great loss, where the period prior to a final 
hearing could be construed to be 
unreasonable and where the commission 
failed to provide any further justification 
for its decision, the denial of the interim 
rate increase was arbitrary, and the supe­

rior court's’ injunction’ voiding^ ‘the 
commission’s order did not constitute an 
abuse of its discretion. Alaska Pub. Util. 
C o m m ’n v. Greater Anchorage Area Bor­
ough, Sup. Ct. Op. No. 1139 (File No.' 
2314), 534 P.2d 549.(1975). :.r> 
. C o m m i s s i o n  determination that 
p r o p o s e d  rates w e r e  reasonable w a s  
not supported by substantial evidence on' 
the record as a whole. Jager v. State, Sup. 
Ct. Op. No. 1161 (File No. 2057),.537 P.2d
1100(1975). \  ‘  /:

P r o c e d u r e  consistent with statutory 
allocation of b u r d e n  of proof. —  W h e r e  
the commission had first been satisfied by 
a public utility’s evidence that the rates 
were reasonable and thereafter turned to 
complainant to show otherwise, this proce­
dure, consistent with the statutoiy alloca­
tion of the burden of proof, is clearly 
reasonable. Jager v. State, Sup. Ct. Op. 
No. 1161 (File No. 2057), 537 P.2d 1100
(1975). . .. •

R e f u n d  methods. —  See United States 
v. R C A  Alaska Communications, Inc., 
Sup. Ct. Op. No. 1647 (File No. 3772), 597 
P.2d 489 (1979).

,5*
Sec. 42.05.430. [Repealed, § 5 ch 113 SLA 1970.]

Sec. 42.05.431. P o w e r  o f  c o m m i s s i o n  t o  fix rates. W h e n  t h e  c o m ­

mission, after a n  investigation a n d  h e a r i n g ,  finds t h a t  a  rate 

d e m a n d e d ,  observed, c h a r g e d  or collected b y  a  public utility for a  ser­

vice, subject to t h e  jurisdiction of t h e  c o m m i s s i o n ,  or t h a t  a  classifi­

cation, rule, regulation, practice, o r  c o ntract affecting t h e  rate, is 

unjust, u n r e a s o n a b l e ,  u n d u l y  d i s c r i m i n a t o r y  or preferential, t h e  c o m ­

m i s s i o n  shall d e t e r m i n e  a  just a n d  r e a s o n a b l e  rate, classification, rule,' 

regulation, practice, o r  contract to b e  o b s e r v e d  o r  a l l o w e d  a n d  shall 

establish it b y  order. A  m u n i c i p a l i t y  m a y  c o v e n a n t  w i t h  b o n d  p u r ­

cha s e r s  r e g a r d i n g  rates o f  a  m u n i c i p a l l y  o w n e d  utility, a n d  t h e  

c o v e n a n t  is valid a n d  e n f orceable a n d  is c o n s i d e r e d  to b e  a  contract 

w i t h  t h e  h o l d e r s  f r o m  t i m e  to t i m e  o f  t h e  b o n d s .  (§ 6  c h  1 1 3  S L A  1 9 7 0 )

N O T E S  T O  D E C I S I O N S  . :...

.1* ‘ . v . .vu \
History of section. —  See Alaska Pub. 

Utils. C o m m ’n v. Municipality of 
Anchorage, Sup. Ct. Op. No. 1326 (File No. 
2940), 555 P.2d 262 (1976).

Separation of intrastate a n d  inter­
state properties, expenses a n d  reve­
nues is required for properly
determining the adequacy of a utility’s

• •*   1 'I r

intrastate rates.- United States v. R C A  
Alaska Communications, Inc., Sup. Ct. Op. 
No. 1647 (File No. 3772), 597 P.2d 489 
(1979).

Confiscation. —  A  court m a y  evaluate 
the showing of confiscation. That is, 
although the process of determining 
whether a rate is confiscatory involves

\
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fact/law determinations which require the 
special competence of the commission, the 
ultimate issue in confiscation questions is 
whether due process will be violated by the 
continued operation of the rate. United 
States v. R C A  Alaska Communications, 
Inc., Sup. Ct. Op. No. 1647 (File No. 3772), 
597 P.2d 489 (1979).

This section requires the c o m m i s­
sion to set rates so as to assure that 
existing b o n d  covenants are met. 
Alaska Pub. Utils. C o m m ’n v. Mu n i c­
ipality of Anchorage, Sup. Ct. Op. No. 1326 
(File No. 2940), 555 P.2d 262 (1976).

A b to existing bonds, i.e., those bonds 
which have actually been marketed and 
for which there are present purchasers or 
holders, this section requires that the c o m­
mission set rates so as to assure that bond 
covenants will not be breached. Alaska 
Pub. Utils. C o m m ’n  v. Municipality of 
Anchorage, Sup. Ct. Op. No. 1326 (File No. 
2940), 655 P.2d 262 (1976).

A n d  not so as to allow municipality 
to m a r k e t  proposed bonds. —  This sec­
tion does not require the commission to set 
rates so as to allow the municipality to 
market proposed bonds, i.e., bonds which 
have not yet been sold. Alaska Pub. Utils. 
C o m m ’n v. Municipality of Anchorage, 
Sup. Ct. Op. No. 1326 (File No. 2940), 555 
P.2d 262 (1976).

Prior to the issuance of bonds, the c o m­
mission is not required by this section to 
set a rate which would meet the revenue 
requirements which would be necessary 
under the covenants if the bonds were sold. 
Alaska Pub. Utils. C o m m ’n v. M u n i c­
ipality of Anchorage, Sup. Ct. Op. No. 1326 
(File No. 2940), 555 P.2d 262 (1976).

This section specifically provides 
that b o n d  covenants are "valid a n d  
enforceable.” Alaska Pub. Utils. C o m m ’n 
v. Municipality of Anchorage, Sup. Ct. Op. 
No. 1326 (File No. 2940), 555 P.2d 262
(1976).

C ovenants m u s t  b e  h o n o r e d  b y  c o m ­
mission. —  Since the commission’s 
approval of a certain rate is necessary, the 
covenants must be honored by the com m i s­
sion; otherwise there would be no 
enforceability of the covenants. Alaska 
Pub. Utils. C o m m ’n  v. Municipality of 
Anchorage, Sup. Ct. Op. No. 1326 (File No. 
2940), 555 P.2d 262 (1976).

T he plain meaning of this section 
requires that once the bonds are actually 
purchased, and actual bond purchasers 
and holders exist, the covenants are valid 
and enforceable. Th e  validity of the bond 
covenants thus requires the commission to 
respect the provisions of the covenants,

and insure that they will not be breached. 
Alaska Pub. Utils. C o m m ’n v. Munic­
ipality of Anchorage, Sup. Ct. Op. No. 1326 
(File No. 2940), 555 P.2d 262 (1976). I-

N o  covenant exists w h e r e  n o  pu r­
chasers or holders. —  A n  existing 
covenant requires two parties, and until 
the municipality’s bonds have actual pur­
chasers or holders, no covenant is in exis­
tence. Alaska Pub. Utils. C o m m ’n v. 
Municipality of Anchorage, Sup. Ct. Op. 
No. 1326 (File No. 2940), 555 P.2d 262
(1976). . . . . . .

A n d  commission’s rate-setting 
authority not interfered with. —  Until 
there is an existing covenant with bond 
purchasers, there is nothing which 1b valid 
nnd enforceable, and therefore nothing to 
interfere with the commission’s general 
rate-setting authority. Alaska Pub. Utils. 
C o m m ’n v. Municipality of Anchorage, 
Sup. Ct. Op. No. 1326 (File No. 2940), 555 
P.2d 262 (1976). 1 ^  " • •

Municipally o w n e d  utilities in c o m ­
petition with other utilities subjected 
to full g a m u t  of regulation pertaining 
to other utilities, with exception 
relating to b o n d  covenants. ■—  See 
Alaska Pub. Utils. C o m m ’n v. Munic­
ipality of Anchorage, Sup. Ct. Op. No. 1326 
(File No. 2940), 555 P.2d 262 (1976).

Standard of review. —  Since generally 
rate-making decisions relate to complex 
subject matter which requires the partic­
ularized knowledge and experience of the 
rate-making body, the appropriate stan­
dard of review is normally whether the 
administrative body had a reasonable 
basis for its decision. United States v. R C A  
Alaska Communications, Inc., Sup. Ct. Op. 
No. 1647 (File No. 3772), 597 P.2d 489 
(1979). •

T he following requirements must be met 
before the superior court can intervene 
and overrule or modify an order of the P u b­
lic Utilities Commission affecting utility 
rates. First, the utility must m a k e  a 
serious and substantial showing that the 
existing rates are so low as to be 
confiscatory. Second, the utility is obli­
gated to show that no date has been set by 
the commission for a prompt final hearing, 
and that the existing confiscatory rates 
are likely, to remain in force for an 
unreasonable period of time before the 
Public Utilities Commission makes its 
permanent rate determination. Third, the 
utility must convince the court that 
without the benefit of being permitted to 
operate under an interim rato increase, it 
will face irreparable harm. Fourth, the 
utility is required to demonstrate that if
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the interim rate relief is granted, the pub- case it has presented. United States v.
lie can be adequately protected. Fifth, the R C A  Alaska Communications, Inc., Sup.
utility m ust show that "serious” and "sub- Ct. Op. No. 1647 (File No. 3772), 597 P.2d 

stantial" questions sure involved in the rate 489(1979). >• ;* r-r- l

! ... ■ • 1 ^ ’ ' Vv V-

'tiWuAfeV /:■ >  i,- i ' i*> >■
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..Collateral references. —  State regu- Municipally owned or operated public 

lation of rates to consumers of gas or elec- utility, power of state or public service
tricity transported across state lines for commission to regulate rates of, 76 A L R
light or power purposes, 7 A L R  1094. 851, 127 A L R  94.

Power of state to fix a m i n i m u m  public •••
utility rate, 68 A L R  1002.

r‘Sec. 42.05.440. [Repealed, § 5 ch 113 SLA 1970.] ' ^  "■■■f'lT".

. S e c .  42.05.441. V a l u a t i o n  r e p r o p e r t y  o f  a  p u b l i c  utility, (a) T h e  

c o m m i s s i o n  m a y ,  after p r o v i d i n g  r e a s o n a b l e  notice a n d  o p p o r t u n i t y  to 

b e  h e a r d ,  ascertain a n d  set t h e  fair v a l u e  o f  t h e  w h o l e  or a n y  pari of 

t h e  p r o p e r t y  o f  a  public utility, insofar a s  it i" m a t e r i a l  to t h e  exercise 

o f  th e  jurisdiction o f  t h e  c o m m i s s i o n .  T h e  c o m m i s s i o n  m a y  m a k e  

r e v a l u a t i o n s  f r o m  t i m e  to t i m e  a n d  ascertain t h e  fair v a l u e  o f  all n e w  

construct ion, extensions, a n d  additions to t h e  p r o p e r l y  of a  public util­

ity. If a  public utility f u r n i s h e s  m o r e  t h a n  o n e  classification of utility 

service t h e  utility shall allocate t h e  i n v e s t m e n t  a n d  e x p e n s e s  a s s o­

ciated w i t h  t h e  p r o p e r t y  u s e d  a n d  useful in f u r n i s h i n g  service a m o n g  

t h e  utility services a n d  it m a y  n o t  solely c o nsider t h e  utility’s total 

i n v e s t m e n t  a n d  e x p e n s e s  in fixing rates for a  particular service. :

(b) I n  d e t e r m i n i n g  t h e  v a l u e  for r a t e - m a k i n g  p u r p o s e s  of public util­

ity p r o p e r t y  u s e d  a n d  useful in r e n d e r i n g  service to t h e  public, th e  

c o m m i s s i o n  shall b e  g u i d e d  b y  acquisition cost or, if lower, t h e  original 

cost of t h e  p r o p e r t y  to t h e  p e r s o n  first d e v o t i n g  it to public service, less 

a c c r u e d  depreciation, p l u s  m a t e r i a l s  a n d  supplies a n d  a  r e a s o n a b l e  

a l l o w a n c e  for c a s h  w o r k i n g  capital w h e n  required. ■ '\

(c) F o r  r a t e - m a k i n g  purposes, ind e b t e d n e s s ,  d e b t  service a n d  

p a y m e n t s  b y  a  r e g u l a t e d  public utility to a  p e r s o n  h a v i n g  a n  o w n e r s h i p  

interest o f  m o r e  t h a n  7 0  p e r  c e n t  in t h e  utility shall b e  co n s i d e r e d  to 

b e  o w n e r s h i p  equity, profits o r  d i v i d e n d s  e x c e p t  to t h e  e x t e n t  t hat there  

is a  clear a n d  c o n v i n c i n g  s h o w i n g  t h a t  . ... • V :

(1) t h e  i n d e b t e d n e s s  w a s  incurred, or t h e  p a y m e n t s  m a d e ,  for g o o d s  

o r  services w h i c h  w e r e  r e a s o n a b l y  n e c e s s a r y  for t h e  o p e r a t i o n  of th e  

utility; a n d  ... •

(2) t h e  g o o d s  o r  services w e r e  p r o v i d e d  a t  a  cost w h i c h  w a s  c o m p e t i­

tive w i t h  t h e  price at w h i c h  t h e y  c o u l d  h a v e  b e e n  o b t a i n e d  f r o m  a  

p e r s o n  h a v i n g  n o  o w n e r s h i p  interest., (§ 6  c h  1 1 3  S L A  1970; a m  § 1 c h  

2 2 8  S L A  19 7 6 )

§ 4 2 . 0 5 . 4 4 0  : I. A l a s k a  S t a t u t e s  § 4 2 . 0 5 . 4 4 1
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Separation of intrastate a n d  inter- intrastate rates. United States v. R C A
state properties, expenses a n d  reve- Alaska Communications, Inc., Sup. Ct. Op.
nues is required for properly No. 1647 (File N j. 3772), 597 P.2d 489
determining the adequacy of a utility’s (1979). . .‘j ’v

■ . i '  *;7 • . •" . f ; *; ••. *. • ‘ u ' l *• •.!.

Sec. 42.05.450. [Repealed, § 5 ch 113 SLA 1970.] W,r-‘'

•: * .)*.»• - .#»•»• t • • • f •

A r t i c l e  6. A c c o u n t s ,  R e c o r d s  a n d  R e p o r t s .  /
✓

Section . - Section . i, . ,.u .

451. System of accounts and reports 491. Records and accounts to be kept in
461. Continuing property records state
471. Depreciation rates, initial losses and 501. Inspection of books and records by

accounts commission > .
481. Subsidiary business accounts , . .

■ 'H if .-  . .nM'i i i '  •; i 1

• • -r i

• * • . .. i . ? .

Collateral references. —  64 A m .  Jur.
2d. Public Utilities, § 235.

S e c .  42.05.451. S y s t e m  o f  a c c o u n t s  a n d  r e p o r t s ,  (a) T h e  c o m m i s ­

sion m a y  classify t h e  public utilities u n d e r  its jurisdiction a n d  p r e­

scribe a  u n i f o r m  s y s t e m  of a c c o u n t s  for e a c h  class a n d  t h e  m a n n e r  in 

w h i c h  t h e  a c c o u n t s  a n d  s u p p o r t i n g  r e c ords shall b e  kept. • :

(b) E a c h  public utility shall m a i n t a i n  its a c c o u n t s  o n  a  c a l e n d a r  y e a r  

basis u n l e s s  specifically a u t h o r i z e d  b y  t h e  c o m m i s s i o n  to m a i n t a i n  its 

a c c o u n t s  o n  a  fiscal y e a r  basis. W i t h i n  9 0  d a y s  after t h e  close of its 

a u t h o r i z e d  a n n u a l  a c c o u n t i n g  period, o r  additional t i m e  g r a n t e d  u p o n  

a  s h o w i n g  of g o o d  cause, e a c h  public utility shall file w i t h  t h e  c o m m i s ­

sion a  verified a n n u a l  report of its op e r a t i o n s  d u r i n g  t h e  period 

reported, o n  f o r m s  prescribed b y  t h e  c o m m i s s i o n .  (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Sec. 42.05.460. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.461. C o n t i n u i n g  p r o p e r t y  r e c o r d s .  T h e  c o m m i s s i o n  

m a y  r e q uire a  public utility to establish, provide, a n d  m a i n t a i n  a s  a  

p a r t  o f  its s y s t e m  of accounts, c o n t i n u i n g  p r o p e r t y  records s e g r e g a t e d  

b y  t h e  y e a r  of p l a c e m e n t  in service, i n c l u d i n g  a  list o r  i n v e n t o r y  of all 

t h e  units of tangible p r o p e r t y  u s e d  o r  useful in t h e  public service, 

s h o w i n g  t h e  c u r r e n t  location of t h e  p r o p e r t y  U n i t s  u v  definite reference 

to t h e  specific l a n d  parcels u p o n  w h i c h  t h e  units a r e  located o r  stored. 

T h e  c o m m i s s i o n  m a y  r e q u i r e  a  public utility to k e e p  a c c o u n t s  a n d  

records in s u c h  a  m a n n e r  a s  to s h o w ,  currently, t h e  original cost of t h e  

p r o p e r t y  w h e n  first d e v o t e d  to t h e  public service, a n d  t h e  related 

r e serve for depreciation. E a c h  public utility w i t h  a n n u a l  r e v e n u e s

3 1



§ 4 2 . 0 5 . 4 7 0 A l a s k a  S t a t u t e s § 4 2 . 0 5 . 4 9 1

e x c e e d i n g  $ 1 0 0 , 0 0 0  shall k e e p  c o n t i n u i n g  p r o p e r t y  records. (§ 6  c h  1 1 3  

S L A  1 9 7 0 )

Sec. 42.05.470. [Repealed, § 5 ch 113 SLA 1970j 'f
. . ■; • : .* * »  . •’  '" / ct

S e c .  42.05.471. D e p r e c i a t i o n  rates, initial l o s s e s  a n d  a c c o u n t s ,

(a) T o  p r o v i d e  for t h e  loss in service v a l u e  o f  its property, n o t  restored 

b y  c u r r e n t  m a i n t e n a n c e ,  e v e r y  utility shall c h a r g e  a d e q u a t e ,  b u t  n o t  

excessive, d e p reciation e x p e n s e  for e a c h  m a j o r  class of utility p r o p e r t y  

u s e d  a n d  useful in s e r v i n g  t h e  public. F r o m  t i m e  to t i m e  t h e  c o m m i s ­

sion shall d e t e r m i n e  t h e  p r o p e r  a n d  a d e q u a t e  rates of depreciation for 

e a c h  m a j o r  class of p r o p e r t y  of a  public utility. T h e  c o m m i s s i o n  shall 

a c c e p t  rates o f  depreciation a n d  depreciation a c c o u n t s  prescr i b e d  a n d  

m a i n t a i n e d  u n d e r  regu l a t i o n s  of a  federal a g e n c y  or t h e  t e r m s  of a  b o n d  

o r d i nance. T h e  c o m m i s s i o n  shall d e t e r m i n e  a n d  a l l o w  depreciation 

e x p e n s e  in fixing t h e  rates, tolls a n d  c h a r g e s  to b e  p a i d  for t h e  services 

of a  public utility.

(b) T h e  c o m m i s s i o n  is n o t  b o u n d  in rate p r o c e e d i n g s  to accept, a s  just 

a n d  r e a s o n a b l e  for r a t e - m a k i n g  purposes, e s t i m a t e s  of a n n u a l  or 

a c c r u e d  depreciation established u n d e r  t h e  provisions of this section, or 

to a l l o w  a n n u a l  or a c c r u e d  depreciation o n  utility p r o p e r t y  directly or 

indirectly c o n t r i b u t e d  b y  c u s t o m e r s  or others. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

• Sec. 42.05.480. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.481. S u b s i d i a r y  b u s i n e s s  a c c o u n t s .  A  public utility

e n g a g e d ,  directly or indirectly, in a n o t h e r  business, i n c l u d i n g  a n o t h e r  

utility b u s i n e s s  or a  su b s i d i a r y  business, shall k e e p  s e p a r a t e  a c c o u n t s  

relating to t h a t  business. E x c e p t  a s  t h e  c o m m i s s i o n  provides, property, 

e x p e n s e  or r e v e n u e  u s e d  in o r  d e r i v e d  f r o m  t h a t  b u s i n e s s  m a y  n o t  b e  

c o n s i d e r e d  in establishing t h e  rates a n d  c h a r g e s  o f  t h e  utility for its 

public services. (§ 6  c h  1 1 3  S L A  19 7 0 )

Sec. 42.05.490. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.491. R e c o r d s  a n d  a c c o u n t s  to b e  k e p t  i n  state. A

public utility shall k e e p  t h e  books, accounts, p a p e r s  a n d  records 

r e q u i r e d  b y  t h e  c o m m i s s i o n ,  in a n  office w i t h i n  this state, a n d  m a y  n o t  

r e m o v e  t h e m  f r o m  t h e  state, e x c e p t  u p o n  t h e  t e r m s  a n d  conditions t hat  

m a y  b e  prescribed b y  t h e  c o m m i s s i o n .  T h e  provisions of this section d o  

n o t  a p p l y  to a  public utility w h o s e  a c c o u n t s  ar e  k e p t  at its principal 

place o f  b u s i n e s s  outside t h e  state, in t h e  m a n n e r  prescribed b y  a  

federal r e g u l a t o r y  body; h o w e v e r ,  s u c h  a  public utility shall at its 

option, either f u r n i s h  to t h e  c o m m i s s i o n ,  w i t h i n  a  r e a s o n a b l e  t i m e  

fixed b y  t h e  c o m m i s s i o n ,  certified copies o f  its books, accounts, p a p e r s  

a n d  records relating to t h e  b u s i n e s s  d o n e  b y  t h e  public utility w i t h i n  

this state, or a g r e e  to p a y  t h e  actual e x p e n s e s  i n c u r r e d  b y  t h e  c o m m i s ­

sion in s e n d i n g  p e r s o n n e l  t o e x a m i n e  th e  utility’s b o o k s  a n d  r e c ords at 

t h e  place w h e r e  t h e y  a r e  kept. (§ 6  c h  1 1 3  S L A  1 9 7 0 )
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Sec. 42.05.500. [Repealed, § 5 ch 113 SLA 1970.]

§ 42.0 5 . 5 1 1

v:-?rr- v

S e c .  42.05.501. I n s p e c t i o n  o f  b o o k s  a n d  r e c o r d s  b y  c o m m i s ­

sion. T h e  c o m m i s s i o n  shall at all r e a s o n a b l e  t i m e s  h a v e  access to, a n d  

m a y  d e s i g n a t e  a n y  o f  its e m p l o y e e s ,  a g e n t s  o r  c o n s u l t a n t s  to inspect 

a n d  e x a m i n e ,  t h e  accounts, records, boo k s ,  m a p s ,  inventories, 

appraisals, valuations, or o t h e r  reports a n d  d o c u m e n t s ,  k e p t  b y  public 

utilities o r  their affiliated interests, or p r e p a r e d  o r  k e p t  for t h e m  b y  

others, w h i c h  relate to a n y  c ontract or t r a n s a c t i o n  b e t w e e n  t h e m .  T h e  

c o m m i s s i o n  m a y  r e q u i r e  a  public utility or its affiliated interest to file 

w i t h  t h e  c o m m i s s i o n ,  copies o f  a n y  o r  all of t h e s e  accounts, records, 

boo k s ,  m a p s ,  inventories, appraisals, valuations, or o t h e r  reports a n d  

d o c u m e n t s .  (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Collateral references. —  73 C.J.S., 
Public Utilities, § 54.

Sec. 42.05.510. [Repealed, § 5 ch 113 SLA 1970.] tt • - • • •

A r t i c l e  7. F i n a n c i a l  a n d  M a n a g e m e n t  R e g u l a t i o n .

Section

511. Unreasonable m a n a g e m e n t  practices

521. Impaired capital
531. Distribution of surplus and profits

J * * T V

S e c .  42.05.511. U n r e a s o n a b l e  m a n a g e m e n t  p r a c t i c e s ,  (a) T h e

c o m m i s s i o n  m a y  investigate t h e  m a n a g e m e n t  of a  public utility, 

i n c l u d i n g  b u t  n o t  limited to staffing patterns, w a g e  a n d  sal a r y  scales 

a n d  a g r e e m e n t s ,  i n v e s t m e n t  policies a n d  practices, p u r c h a s i n g  a n d  

p a y m e n t  a r r a n g e m e n t s  w i t h  affiliated interests, for t h e  p u r p o s e  of 

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

affect t h e  cost o r  q u a lity of service of t h e  public utility.

(b) W h e r e  u n r e a s o n a b l e  practices a r e  f o u n d  to exist, t h e  c o m m i s s i o n  

m a y ,  after p r o v i d i n g  r e a s o n a b l e  notice a n d  o p p o r t u n i t y  for he a r i n g ,  

t a k e  a p p r o p r i a t e  action to protect t h e  public f r o m  t h e  inefficient or 

u n r e a s o n a b l e  practices a n d  m a y  o r d e r  t h e  public utility to t a k e  t h e  

corrective action t h e  c o m m i s s i o n  m a y  r e q uire to a c h i e v e  effective 

d e v e l o p m e n t  a n d  r e g u l a t i o n  of public utility services.

(c) I n  a  rate p r o c e e d i n g  t h e  utility i n v o l v e d  h a s  t h e  b u r d e n  of 

p r o v i n g  t h a t  a n y  w r i t t e n  o r  u n w r i t t e n  contract o r  a r r a n g e m e n t  it m a y  

h a v e  w i t h  a n y  o f  its affiliated interests for t h e  f u r n i s h i n g  of a n y  ser­

vices or for t h e  p u r c h a s e ,  sale, lease or e x c h a n g e  of a n y  p r o p e r t y  is 

n e c e s s a r y  a n d  consistent w i t h  t h e  public interest a n d  t h a t  t h e  p a y m e n t  

m a d e  therefor, or c o n s i d eration given, is r e a s o n a b l y  based, in part, 

u p o n  t h e  s u b m i s s i o n  of satisfactory p r o o f  a s  to t h e  cost to t h e  affiliated 

interest o f  f u r n i s h i n g  t h e  service or p r o p e r t y  a n d ,  in part, u p o n  t h e  

e s t i m a t e d  cost t h e  utility w o u l d  h a v e  i n c u r r e d  if it f u r n i s h e d  t h e  ser-
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vice or p r o p e r t y  w i t h  its o w n  p e r s o n n e l  a n d  capital. (§ 6  c h  1 1 3  S L A

v:«: a  is t .' «'v t ■ • < ■
- v /  : '■ * . •: H  v '.... >V

: i ■' V  •• N O T E S  T O  D E C I S I O N S  ?■••• ' :

: i ■ ' X
Q u o t e d  in Alaska Pub. Utils. C o m m ’n  No. 1645 (File No. 2934), 579 P.2d 1071 

v. Municipality of Anchorage, Sup. Ct. Op. (1978).

§ 4 2 . 0 5 . 5 2 0  A l a s k a  S t a t u t e s  § 4 2 . 0 5 . 5 4 1

. »• .J ;

■

Collateral references. —  73 C.J.S.,
Public Utilities, § 46 et seq.

Sec. 42.05.520. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.521. I m p a i r e d  capital. W h e n  th e  c o m m i s s i o n  finds t h a t  

t h e  capital of a  pub l i c  utility c o r p oration is i m p a i r e d ,  or m i g h t  b e c o m e  

i m p a i r e d ,  it m a y ,  after investigation a n d  he a r i n g ,  issue a n  o r d e r  

directing t h e  p u b l i c  utility to c e a s e  p a y i n g  d i v i d e n d s  o n  its c o m m o n  

stock until t h e  i m p a i r m e n t  h a s  b e e n  r e m o v e d .  (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Sec. 42.05.530. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.531. D i s t r i b u t i o n  o f  s u r p l u s  a n d  profits. T h e  s u r p l u s  

a n d  profits of publ i c  utilities shall b e  distributed in a c c o r d a n c e  w i t h  t h e  

b y l a w s  o r  o r d i n a n c e s  controlling t h e  utility. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Sec. 42.05.540. [Repealed, § 5 ch 113 SLA 1970.]

A r t i c l e  8. J u d i c i a l  R e v i e w ,  P e n a l t i e s  a n d  E n f o r c e m e n t .

Section Section

541. Effect of regulations 601. Actions to recover penalties; disposi-
551. Review and enforcement ticn
561. Iqjunctive and monetary sanctions 611. Penalties cumulative
571. Civil penalties 621. Joinder of actions
581. Each violation a separate offense

Collateral references. —  64 A m .  Jur. 73 C.J.S., Public Utilities, §§ 64 —  68. 
2d, Public Utilities, §§ 276 —  291.

S e c .  42.05.541. E f f e c t  o f  r e g u l a t i o n s .  R e g u l a t i o n s  a d o p t e d  a n d  

issued b y  t h e  c o m m i s s i o n  in a c c o r d a n c e  w i t h  this c h a p t e r  h a v e  th e  

effect o f  law. (§ 6  c h  1 1 3  S L A  1 9 7 0 )
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§ 4 2 . 0 5 . 5 5 0 P u b l i c  U t i l i t i e s  a n d  C a r r i e r s

N O T E S  T O  D E C I S I O N S

§ 4 2 . 0 5 . 5 6 1

Regulation requiring jurisdictional 
separations to b e  b a s e d  u p o n  O z a r k  
m e t h o d o l o g y  held mandatory. —  See

United States v. R C A  Alaska C o m ­
munications, Inc., Sup. Ct. Op. No. 1647 
(File No. 3772), 597 P.2d 489 (1979).

Sec. 42.05.550. (Repealed, § 5 ch 113 SLA 1970.]
■ ■ .. . • . . . . .. .. .. . ... ■ v r  t :
S e c .  42.05.551. R e v i e w  a n d  e n f o r c e m e n t ,  (a) All final orders of 

t h e  c o m m i s s i o n  a r e  subject to judicial r e v i e w  in a c c o r d a n c e  w i t h  A S  

4 4 . 6 2 . 5 6 0  —  4 4 . 6 2 . 5 7 0  of t h e  A d m i n i s t r a t i v e  P r o c e d u r e  Act.

(b) If a n  a p p e a l  is n o t  t a k e n  f r o m  a  final o r d e r  o f  t h e  c o m m i s s i o n ,  t h e  

c o m m i s s i o n  m a y  a p p l y  to t h e  s u p e r i o r  c o u r t  for e n f o r c e m e n t  o f  this 

chapter, t h e  r e g u l a t i o n s  a d o p t e d  u n d e r  it a n d  t h e  orders of t h e  c o m m i s ­

sion. T h e  co u r t  shall e n f orce t h e  o r d e r  b y  injunction or o t h e r  nrocess. 

(§ 6  c h  1 1 3  S L A  1 9 7 0 )

ns*

N O T E S  T O  D E C I S I O N S . I : /

Orders of c o m m i s s i o n  expressly 
m a d e  subject to Administrative Pr o c e­
dure Act. —  Subsection (a) of this section 
expressly makes orders of the Public 
Utilities Commission subject to the provi­
sions of the Alaska Administrative Proce­
dure Act (AS 44.62). Greater Anchorage 
Area Borough v. City of Anchorage, Sup. 
Ct. Op. No. 856 (File No. 1569), 504 F.2d 
1027 (1972), overruled on other grounds, 
595 P.2d 626 (Alaska 1979).

A S  44.62.570 is m a d e  applicable to 
review of final orders of the Public 
Utilities Commission by this section. 
Jager v. State, Sup. Ct. Op. No. 1161 (File 
No. 2057), 537 P.2d 1100 (1975).

Applied in Jeffries v. Glacier State Tel. 
Co., Sup. Ct. Op. No. 1985 (File No. 4298), 
604 P.2d 4 (1979).

Sec. 42.05.560. [Repealed, § 5 ch 113 SLA 1970.] ;

S e c .  42.05.561. I n j u n c t i v e  a n d  m o n e t a r y  s a n c t i o n s ,  (a) A  p e r s o n  

w h o  violates a  p rovision of A S  4 2 . 0 5 . 2 9 1  insofar a s  it g o v e r n s  t h e  safety 

o f  pipeline facilities a n d  t h e  t r a n s p o r t a t i o n  of g a s  o r  of a n y  r e g u l a t i o n  

issued u n d e r  A S  4 2 . 0 5 . 2 9 1  is subject to a  civil p e n a l t y  of n o t  m o r e  t h a n  

$ 1 , 0 0 0  for e a c h  violation for e a c h  d a y  t h a t  t h e  violation persists. H o w ­

ever, t h e  m a x i m u m  civil p e n a l t y  shall n o t  e x c e e d  $ 2 0 0 , 0 0 0  for a n y  

related series o f  violations.

(b) A  civil p e n a l t y  m a y  b e  c o m p r o m i s e d  b y  t h e  c o m m i s s i o n .  I n  

d e t e r m i n i n g  t h e  a m o u n t  of t h e  penalty, or t h e  a m o u n t  a g r e e d  u p o n  in 

c o m p r o m i s e ,  t h e  a p p r o p r i a t e n e s s  o f  t h e  p e n a l t y  to t h e  size of t h e  b u s i­

ne s s  o f  t h e  p e r s o n  c h a r g e d ,  t h e  g r a v i t y  of t h e  violation, a n d  t h e  g o o d  

faith o f  t h e  p e r s o n  c h a r g e d  in a t t e m p t i n g  to a c h i e v e  c o m p l i a n c e ,  after 

notification o f  a  violation, shall b e  considered. T h e  a m o u n t  of t h e  p e n ­

alty, w h e n  finally d e t e r m i n e d ,  or t h e  a m o u n t  a g r e e d  u p o n  in c o m p r o ­

mise, m a y  b e  d e d u c t e d  f r o m  a n y  s u m s  o w i n g  b y  t h e  state to t h e  p e r s o n  

c h a r g e d  or m a y  b e  r e c o v e r e d  in a  civil action in t h e  state courts.
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(c) A  p e r s o n  m a y  b e  e n j o i n e d  b y  t h e  su p e r i o r  co u r t  f r o m  c o m m i t t i n g  

a n y  violation m e n t i o n e d  in this section. (§ 6  c h  1 1 3  S L A  19 7 0 )
. »i •'•!« * ,v* J.‘* , . •' * \ r . .

Sec. 42.05.570. [Repealed, § 5 ch 113 SLA 1970.] -k

S e c .  ‘42.05.571. Civil p e n a l t i e s ,  (a) I n  a ddition to all o t h e r  p e n a l­

ties a n d  r e m e d i e s  p r o v i d e d  b y  l aw, a  public utility a n d  e v e r y  person, 

a n d  their lessees or receivers a p p o i n t e d  b y  a  court in a n y  w a y  subject 

to t h e  provisions of this chapter, t o g e t h e r  w i t h  their officers, m a n a g e r s ,  

a g e n t s  o r  e m p l o y e e s  t h a t  either violate o r  procure, aid o r  a b e t  th e  

violation of a n y  provi s i o n  of this chapter, o r  o f  a n y  order, re g u l a t i o n  or 

w r i t t e n  r e q u i r e m e n t  o f  t h e  c o m m i s s i o n  a r e  subject to a  m a x i m u m  p e n ­

alty of $ 1 0 0  for e a c h  violation. E a c h  act o f  o m i s s i o n  a s  well a s  e a c h  act 

o f  c o m m i s s i o n  shall b e  c o n s i d e r e d  a  violation subject to t h e  penalty.

(b) A  p e n a l t y  m a y  n o t  b e  a s s e s s e d  u n l e s s  t h e  c o m m i s s i o n  first issues 

a n  o r d e r  to s h o w  c a u s e  w h y  t h e  p e n a l t y  s h o u l d  n o t  b e  levied. T h e  o r d e r  

shall describe e a c h  violation w i t h  r e a s o n a b l e  particularity a n d  de s i g­

n a t e  t h e  m a x i m u m  p e n a l t y  w h i c h  m a y  b e  a s s e s s e d  for e a c h  violation. 

T h e  o r d e r  shall b e  s e r v e d  o n  t h e  alleged violator n a m e d  in th e  order. 

T h e  o r d e r  shall state a  t i m e  a n d  place for t h e  hearing.

(c) A f t e r  a  b e a r i n g  t h e  c o m m i s s i o n  shall e n t e r  its findings of fact a n d  

final o r d e r  w h i c h  shall state w h e n  t h e  penalties, if a n y ,  a r e  p a yable. 

(I 6 c h  1 1 3  S L A  1 9 7 0 )  ■ ,

Sec. 42.05.580. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.581. E a c h  v i o l a t i o n  a  s e p a r a t e  o f f e n s e .  E a c h  viola­

tion of a  provision of this c h a p t e r  or of a n  order, decision, regula t i o n  or 

w r i t t e n  r e q u i r e m e n t  o f  t h e  c o m m i s s i o n  is a  s e p a r a t e  a n d  distinct of­

fense, a n d  in c a s e  of a  c o n t i n u i n g  violation e a c h  d a y ’s c o n t i n u a n c e  is 

a  s e p a r a t e  a n d  distinct offense. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Secs. 42.05.590 —  42.05.600. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.601. A c t i o n s  t o  r e c o v e r  p e n a l t i e s ;  dispos i t i o n ,  (a) 

A c t i o n s  to r e c o v e r  penalties u n d e r  this c h a p t e r  shall b e  b r o u g h t  b y  t h e  

a t t o r n e y  g e n e r a l  in a  c o u r t  of c o m p e t e n t  jurisdiction.

(b) All penalties r e c o v e r e d  u n d e r  t h e  provisions of this c h a p t e  r shall 

b e  p a i d  to t h e  c o m m i s s i o n  a n d  d e p o s i t e d  b y  it in t h e  g e n e r a l  fund of th e 

state. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Sec. 42.05.610. [Repealed, § 5 ch 113 SLA 1970.]
•• 1 i

S e c .  42.05.611. P e n a l t i e s  c u m u l a t i v e ,  (a) All penalties i m p o s e d  

u n d e r  this c h a p t e r  a r e  c u m u l a t i v e  a n d  a n  action, for t h e  re c o v e r y  o f  a  

civil p e n a l t y  is n o t  a  b a r  to a n y  c r i m i n a l  prosecution; a  cri m i n a l  p r o s­

ecut i o n  is n o t  a  b a r  to a n  a ction for t h e  r e c o v e r y  o f  a  civil penalty.

(b) N e i t h e r  a  c r i m i n a l  p r o s e c u t i o n  n o r  a n  action to r e cover a  civil 

p e n a l t y  is a  b a r  to a n  e n f o r c e m e n t  p r o c e e d i n g  to r e quire c o m p l i a n c e ,  

o r  to a n y  o t h e r  r e m e d y  p r o v i d e d  b y  this chapter. (§ 6  c h  1 1 3  S L A  1 9 7 0 )
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P u b l i c  U t i l i t i e s  a n d  C a r r i e r s

Sec. 42.05.620. [Repealed, § 5 ch 113 SLA 1970.]

§ 42.0 5 . 6 4 1

.: . . ' v . j s m

S e c .  42.05.621. J o i n d e r  o f  a c t i o n s .  U n d e r  t h e  applicable court 

rules, a p p e a l s  f r o m  o r d e r s  o f  t h e  c o m m i s s i o n ,  applications for 

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

m a y  b e  joined. T h e  c o u r t  m a y  in t h e  interests of justice s e p a r a t e  t h e  

action. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Sec. 42.05.630. [Repealed, § 5 ch 113 SLA 1970.] v, • -

•1 r /
A r t i c l e  9. M i s c e l l a n e o u s  P r o v i s i o n s .

Section • .*■>, Section

631. Eminent domain . . 671. Public records
641. Regulation by municipality 681. Validity of certain certificates
651. Expenses of investigation or hearing 691. Utility classes 

661. Application fees .>•«••••• -"-‘-i

- r:- < s  •' "• > VI ’•;! It V "  • ' !

S e c .  42.05.631. E m i n e n t  d o m a i n .  A  public utility m a y  exercise 

t h e  p o w e r  o f  e m i n e n t  d o m a i n  for public utility uses. T h i s  section d o e s  

n o t  a u t h o r i z e  t h e  u s e  of a  declaration o f  taking. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

Cross references. —  For laws on emi­
nent domain, see A S  09.55.240 —  
09.55.640.

Collateral references. —  Right to 
enter for preliminary survey or examina­
tion, 29 A L R 3 d  1104.

Power of eminent domain os between 
state and subdivision or agency thereof, or 
as between different subdivisions or 
agencies themselves, 35 A L R 3 d  1293.

Applicability of zoning regulations to 
projects of nongovernmental public 
utilities as affected by utility's power of 
eminent domain, 87 A L R 3 d  1265.

Unsightliness of powerline or other 
wire, or related structure, as element of 
damages in easement condemnation pro­
ceeding, 97 A L R 3 d  587.

Review of electric power company’s loca­
tion of transmission line for which con­
demnation is sought, 19 A L R 4 t h  1026.

Negotiations: sufficiency of condemnor’s 
negotiations required as preliminary to 
taking in eminent domain, 21 A L R 4 t h  
765.

Sec. 42.05.640. [Repealed, § 5 ch 113 SLA 1970]

S e c .  42.05.641. R e g u l a t i o n  b y  m u n i c i p a l i t y .  T h e  c o m m i s s i o n ’s 

jurisdiction a n d  a u t h o r i t y  e x t e n d  to public utilities o p e r a t i n g  w i t h i n  a  

city o r  b o r o u g h ,  w h e t h e r  h o m e  rule or otherwise. I n  t h e  e v e n t  o f  a  

conflict b e t w e e n  a  certificate, order, decision or regula t i o n  of t h e  c o m ­

mi s s i o n  a n d  a  charter, p e r mit, franchise, ordina n c e ,  rule or regulation  

of s u c h  a  local g o v e r n m e n t a l  entity, th e  certificate, order, decision or 

regulation of t h e  c o m m i s s i o n  shall prevail. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

N O T E S  T O  D E C I S I O N S

Municipal franchises granted to a 
cable television c o m p a n y  w e r e  not 
superseded by the Alaska Public

Utilities Commission Act, A S  42.05.010 —  
42.05.721, since provisions of a municipal 
franchise not in actual conflict with com-
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mission regulatory activity remain in Sup. Ct. Op. No. 2112 (File No. 4587), 613 
force. B-C Cable Co. v. City of Juneau, P.2d 616 (1980).

• « - ; . ■ :  ■ f’-; •'):!) • (.'.•.1* .ur .-V

§ 4 2 . 0 5 . 6 5 0  A l a s k a  S t a t u t e s  § 4 2 . 0 5 . 6 7 1

■J ■ • • • . , »{l >33 .' r

Collateral references. —  64 A m .  Jur. ' 7’--: m
2d, Public Utilities, §§ 101 —  109.

Sec. 42.05.650. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.651. E x p e n s e s  o f  i n v e s t i g a t i o n  -',r h e a r i n g .  A f t e r  c o m ­

pletion of a  h e a r i n g  or investigation h e l d  u n d e r  this chapter, t h e  c o m ­

m i s s i o n  shall allocate t h e  costs o f  t h e  h e a r i n g  or investigation a m o n g  

t h e  parties, i n c l u d i n g  t h e  c o m m i s s i o n ,  as is just u n d e r  t h e  c i r c u m­

stances. I n  allocating costs, t h e  c o m m i s s i o n  m a y  c o nsider t h e  results,- 

ability to pay, e v i d e n c e  of g o o d  faith, o t h e r  r e l e v a n t  factors a n d  

m i t i g a t i n g  circu m s t a n c e s .  T h e  costs allocated m a y  i n c lude t h e  costs of 

a n y  t i m e  d e v o t e d  to t h e  investigation o r  h e a r i n g  b y  hi r e d  consultants, 

w h e t h e r  o r  n o t  t h e  c o n s ultants a p p e a r  a s  w i t n e s s e s  o r  participants. T h e  

costs allocated m a y  also i n clude a n y  out-of-pocket e x p e n s e s  i n c u r r e d  b y  

t h e  c o m m i s s i o n  in t h e  particular proceeding. T h e  c o m m i s s i o n  shall 

p r o v i d e  a n  o p p o r t u n i t y  for a n y  p e r s o n  objecting to a n  allocation to b e  

h e a r d  before t h e  allocation b e c o m e s  final. (§ 6  c h  1 1 3  S L A  1 9 7 0 )

S e c .  42.05.661. A p p l i c a t i o n  fees. W i t h  e a c h  application relating 

to a  certificate t h e  applicant shall p a y  th e  c o m m i s s i o n  a  fee of $ 5 0  

w h i c h  shall b e  d eposited in t h e  g e n e r a l  f u n d  of t h e  state. (§ 6  c h  1 1 3  

S L A  1970)

S e c .  42.05.671. P u b l i c  r e c o  ds. (a) E x c e p t  a s  p r o v i d e d  in (b) ofthis 

section, records in th e  possession of t h e  c o m m i s s i o n  a r e  o p e n  to public 

inspection at r e a s o n a b l e  times.

(b) T h e  c o m m i s s i o n  m a y ,  b y  regulation, classify t h e  records s u b ­

m i t t e d  to it b y  r e g u l a t e d  utilities a s  privileged records t h a t  ar e  n o t  

o p e n  to t h e  public for inspection. H o w e v e r ,  if a  reco r d  involves a n  

application or tariff filing p e n d i n g  before t h e  c o m m i s s i o n ,  t h e  c o m m i s ­

sion shall release t h e  reco r d  for t h e  p u r p o s e  of p r e p a r i n g  for o r  m a k i n g  

a  presen t a t i o n  to t h e  c o m m i s s i o n  in t h e  p r o c e e d i n g  if t h e  record or 

i n f o r m a t i o n  d e r i v e d  f r o m  t h e  reco r d  will b e  u s e d  b y  t h e  c o m m i s s i o n  in 

t h e  proceeding.

(c) A  p e r s o n  m a y  m a k e  w r i t t e n  objection to t h e  public disclosure of 

i n f o r m a t i o n  c o n t a i n e d  in a  r e c o r d  u n d e r  t h e  provisions of this c h a p t e r  

or o f  i n f o r m a t i o n  o b t a i n e d  b y  t h e  c o m m i s s i o n  u n d e r  t h e  provisions of 

this chapter, stating th e  g r o u n d s  for t h e  objection. W h e n  a n  objection 

is m a d e ,  t h e  c o m m i s s i o n  m a y  n o t  o r d e r  t h e  i n f o r m a t i o n  w i t h h e l d  f r o m  

public disclosure unl e s s  t h e  i n f o r m a t i o n  a d v e r s e l y  affects t h e  interest 

of t h e  p e r s o n  m a k i n g  w r i t t e n  objection a n d  disclosure is n o t  r e q u i r e d  

in t h e  interest o f  t h e  public.
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i

I I

(d) I n  this section, ’'record” m e a n s  a  report, file, b o o k ,  account, 

paper, or application, a n d  t h e  facts a n d  i n f o r m a t i o n  c o n t a i n e d  in it. 

(§ 6  c h  1 1 3  S L A  1 9 7 0 ;  a m  § 8  c h  1 1 0  S L A  1 9 8 1 )  -mu,
v .. 1 ; • A . giK»i?!')orq-

Effect of a m e n d m e n t s .  —  T h e  1981 oii ,>./ >Jo
a m e n d m e n t  rewrote this section. , ...... j o  .

■ i .. i .';••! ,r<j

: ;'l ~ *V  .; ' 1
N O T E S  T O  D E C I S I O N S

N a r r o w  construction. —  Th e  privilege mation not be withheld if 'required in the
reflected by this section should be interests of the public” will normally
construed narrowly so that it does not con- prevent a conflict with due process
flict with the constitutional requirements requirements. If a conflict nevertheless
of due process. City of Fairbanks v. Alaska occurs, due process must control. City of
Pub. Utils. C o m m ’n & Wire Communica- Fairbanks v. Alaska Pub. Utils. C o m m ’n  &
tions, Inc., Sup. Ct. Op. No. 2079 (File No. Wire Communications, Inc., Sup. Ct. Op.
3977), 611 P.2d 493 (1980). No. 2079 (File No. 3977), 611 P.2d 493

D u e  process controls over section.—  (1980).
The requirement of this section that infor- '

'••• ■ • ■.>•] 
• i

S e c .  42.05.681. V a l i d i t y  o f  c e r t a i n  certificates. A  certificate 

issued before J u l y  29, 1 9 6 8 ,  to a  public utility for t h e  generation, 

transmission, o r  distribution of electric e n e r g y  a n d  p o w e r ,  or for th e 

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

nated, or voided, for t h e  sole r e a s o n  t h a t  t h e  utility did n o t  or w o u l d  no t 

p r o d u c e  a n  a n n u a l  g r o s s  i n c o m e  in exc e s s  o f  $25,000. (§ 6  c h  1 1 3  S L A  

1 9 7 0 )

S e c .  42.05.691. Utility cla s s e s .  T h e  c o m m i s s i o n  m a y  b y  regulation 

p r o v i d e  for t h e  classification o f  public utilities b a s e d  u p o n  differences 

in a n n u a l  r e v e n u e ,  assets, n a t u r e  o f  o w n e r s h i p  a n d  ot h e r  a p p ropriate 

distinctions a n d  a s  b e t w e e n  t h e s e  classifications, b y  regulation, p r o­

vide for different reporting, a c c o u n t i n g  a n d  o t h e r  r e g u l a t o r y  r e q u i r e­

m e n t s .  (§ 6  c h  1 1 3  S L A  1 9 7 0 )  ,

A r t i c l e  10. G e n e r a l  P r o v i s i o n s .

( Section Section

711. Exemptions 720. Definitions
712. Deregulation ballot 721. Short title ’

Sec. 42.05.701. [Renumbered as AS 42.05.720.]
* ; • • ‘ J • . ’ ?

S e c .  42.05.711. E x e m p t i o n s ,  (a) T h e  provisions of this c h a p t e r  d o  

n o t  a p p l y  to a  p e r s o n  w h o  f u r n i s h e s  w a t e r ,  g a s  or p e t r o l e u m  or 

p e t r o l e u m  p r o d u c t s  b y  t a n k ,  w a g o n ,  or similar c o n v e y a n c e ,  unle s s  th e  

p e r s o n  is t h e r e b y  s u p p l y i n g  w a t e r ,  gas, p e t r o l e u m  o r  p e t r o l e u m  

p r o d u c t s  to a  public utility in w h i c h  t h e  p e r s o n  h a s  a n  "affiliated inter­

est.”
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*

A l a s k a  S t a t u t e s § 4 2 . 0 5 . 7 1 1

Co) P u b l i c  utilities o w n e d  a n d  o p e r a t e d  b y  a  political subdivision o f  

t h e  state a n d  n o n e  o f  w h o s e  utilities is i n  c o m p e t i t i o n  w i t h  a n y  o t h e r  

utility, a r e  e x e m p t  f r o m  t h e  provisions o f  this chapter, o t h e r  t h a n  t h e  

provisions o f  A S  4 2 . 0 5 . 2 2 1  —  42.05.281, u n l e s s  t h e  o w n e r  a n d  o p e r a t o r  

elects to b e  subject to all provisions o f this chapter.

'• (c) T h e  o w n e r s h i p  in w h o l e  o r  part, o f  t h e  corpo r a t e  stock o f  a  public 

utility d o e s  n o t  m a k e  t h e  o w n e r  a  public utility.

(d) T h e  c o m m i s s i o n ,  o n  a  f i n d i n g  t h a t  n o  legitimate public interest 

will b e  served, m a y  e x e m p t  a  utility f r o m  all o r  a n y  portion o f  this 

chapter.

(e) N o t w i t h s t a n d i n g  a n y  o t h e r  provisions of this chapter, a n y  elec­

tric o r  t e l e p h o n e  utility t h a t  d o e s  n o t  gross $ 5 0 , 0 0 0  a n n u a l l y  is e x e m p t  

f r o m  r e g u l a t i o n  u n d e r  this c h a p t e r  u n l e s s  2 5  p e r c e n t  o f  t h e  subscribers 

petition t h e  c o m m i s s i o n  for regulation.

(f) N o t w i t h s t a n d i n g  a n y  o t h e r  p r o v isions of this chapter, a n  electric 

or t e l e p h o n e  utility t h a t  d o e s  n o t  g r o s s  $ 3 2 5 , 0 0 0  a n n u a l l y  m a y  elect to 

b e  e x e m p t  f r o m  t h e  provisions of this c h a p t e r  o t h e r  t h a n  A S  4 2 . 0 5 . 2 2 1  

—  4 2 . 0 5 . 2 8 1  u n d e r  t h e  p r o c e d u r e  d e s c r i b e d  in A S  42.05.712.

(g) A  utility, o t h e r  t h a n  a  t e l e p h o n e  o r  electric utility, t h a t  d o e s  n o t  

gross $ 1 0 0 , 0 0 0  a n n u i t y  m a y  elect to b e  e x e m p t  f r o m  t h e  provisions of 

this c h a p t e r  o t h e r  t h a n  A S  4 2 . 0 5 . 2 2 1  —  4 2 . 0 5 . 2 8 1  u n d e r  t h e  p r o c e d u r e  

described in A S  42.05.712.

(h) A  c o o perative o r g a n i z e d  u n d e r  A S  1 0 . 2 5  m a y  elect to b e  e x e m p t  

f r o m  t h e  provisions of this chapter, o t h e r  t h a n  A S  4 2 . 0 5 . 2 2 1  —  

42.05.281, u n d e r  t h e  p r o c e d u r e  d e s c r i b e d  in A S  42.05.712.

(i) A  utility w h i c h  f u r n i s h e s  collection a n d  disposal service of g a r­

bage, refuse, trash, o r  o t h e r  w a s t e  m a t e r i a l  a n d  h a s  a n n u a l  gross r e v e­

n u e s  o f  $ 2 0 0 , 0 0 0  o r  less is e x e m p t  f r o m  t h e  provisions o f  this chapter, 

o t h e r  t h a n  t h e  certification provisions o f  A S  4 2 . 0 5 . 2 2 1  —  42.05.281, 

u n l e s s  2 5  p e r c e n t  o f  t h e  subs c r i b e r s  or subscribers r e p r e s e n t i n g  2 5  

p e r c e n t  of t h e  gross r e v e n u e  o f  t h e  utility petition t h e  c o m m i s s i o n  for 

regulation.

(j) T h e  provisions o f  this c h a p t e r  d o  n o t  a p p l y  to sales, e x c h a n g e s  or 

gifts o f  e n e r g y  to a n  electric utility certificated u n d e r  this c h a p t e r  

w h e n  t h e  e n e r g y  w h i c h  is t h e  subject of t h e  sale, e x c h a n g e  or gift is 

w a s t e  heat, electricity, o r  o t h e r  e n e r g y  w h i c h  is s u r p l u s  o r  th e  

b y - p r o d u c t  o f  a n  industrial process. I n  a n  a r e a  in w h i c h  n o  electric 

utility is certificated for service, e n e r g y  p r o v i d e d  b y  sale, e x c h a n g e  or 

gift m a y  b e  p r o v i d e d  to a n y  utility w h i c h  is certificated for service to 

t h a t  area. A  c ontract for t h e  sale, e x c h a n g e  or gift o f  e n e r g y  e x e m p t  

u n d e r  this s u b s e c t i o n  d o e s  n o t  m a k e  t h e  supplier a  public utility, a n d  

d o e s  n o t  transfer t h e  responsibility to p r o v i d e  utility services f r o m  a  

certificated utility to a n y  o t h e r  person.

(k) A  utility w h i c h  f u r n i s h e s  cable television service is e x e m p t  f r o m  

t h e  provisions of this c h a p t e r  o t h e r  t h a n  A S  4 2 . 0 5 . 2 2 1  —  4 2 . 0 5 . 2 8 1  

unle s s  2 5  p e r c e n t  of t h e  subscribers petition t h e  c o m m i s s i o n  for r e g u­

lation.
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(I) A  person, utility, or c o o perative t h a t  is e x e m p t  f r o m  re g u l a t i o n  

u n d e r  A S  42.05.711(a) o r  (d) —  (k) is n o t  s ubject to r e g u lation b y  a  

m u n i c i p a l i t y  u n d e r  A S  2 9 . 4 8 . 0 6 0  —  29.48.090. (§ 6  c h  1 1 3  S L A  1 9 7 0 ;  

a m  § 3  c h  7 6  S L A  19 7 3 ;  a m  § 8  c h  8 3  S L A  1 9 8 0 ;  a m  §§ 7-9 c h  1 3 6  S L A  

1 9 8 0 ;  a m  § 8 9  c h  5 9  S L A  19 8 2 ;  a m  § 1 c h  3 0  S L A  1 9 8 3 )  ,.;t ,

Cross references. —  For limitations on 
these exemptions, see A S  42.05.321(b) and 
A S  42.05.381(c).

Effect of a m e n d m e n t s .  —  T he first 
1980 a m e n d m e n t  added subsection (j).
Th e  second 1980 a m e n d m e n t  deleted 

"excepting the furnishing of collection and 
disposal service of garbage, refuse, trash 
or other waste material" following "none of 
whose utilities” near the beginning of sub­
section (b), deleted the former second sen­
tence in subsection (b), which read: 
"Notwithstanding any other provisions of 
this chapter, municipalities providing col­
lection and disposal service of garbage, 
refuse, trash or other waste material 
within their corporate boundaries are not 
subject to regulation by the Alaska Public 
Utilities Commission unless the munic­
ipality elects to be subject to the provisions 
of this chapter,” substituted "$50,000” for 
"$25,000” following "does not gross” near 
the middle of subsection (e), substituted

"under this chapter" for "hereunder” 
following "exempt from regulation” near 
the middle of subsection (e), and added 
subsections (f) through (i).

T h e  1982 amendment, effective M a y  28, 
1982, deleted "on June 30,1980” preceding 
"a utility,” and inserted "annual” 
preceding "gross revenue” in subsection 

(i).
Th e  1983 a m e n d m e n t  added subsections 

(k) and (1).
Opinions of attorney general. —  A n  

electrical utility owned and operated by a 
regional electrical authority would con­
tinue to qualify for the broad exemption 
from this chapter, available to political 
subdivisions under subsection (b) of this 
section once the regional electrical author­
ity had completed its proposed organiza­
tion as a nonprofit corporation pursuant to 
A S  10.20.005 et seq. June 7, 1976, Op. 
Att’y Gen.

N O T E S  T O  D E C I S I O N S

Municipally o w n e d  utilities in c o m ­
petition with other utilities subjected 
to full g a m u t  of regulation pertaining 
to other utilities, with exception

relating to b o n d  covenants. —  See 
Alaska Pub. Utils. C o m m ’n v. M u n i c­
ipality of Anchorage, Sup. Ct. Op. No. 1326 
(File No. 2940), 555 P.2d 262 (1976).

S e c .  42.05.712. D e r e g u l a t i o n  ballot, (a) A  utility or cooperative  

w h i c h  m a y  elect to b e  e x e m p t  f r o m  t h e  provisions of this c h a p t e r  shall 

poll its subscribers or m e m b e r s  in t h e  m a n n e r  d e s c r i b e d  in this section.

(b) T h e  votes o f  a  m a j o r i t y  o f  t h o s e  v o t i n g  in a n  election in w h i c h  at 

least 1 5  p e r c e n t  o f  t h e  eligible subscribers or m e m b e r s  r e t u r n  ballots 

a r e  r e q u i r e d  for a  utility or cooperative to elect e x e m p t i o n  u n d e r  (a) of 

this section.

(c) E a c h  subscriber or m e m b e r  of t h e  utility or cooperative shall 

receive notice of a n  election u n d e r  this section w i t h  t h e  subscriber’s or 

m e m b e r ’s r e g u l a r  bill for service at least 6 0  d a y s  before t h e  d a t e  set for 

t h e  election. T h e  notice shall c o n t a i n  impa r t i a l  l a n g u a g e  i n f o r m i n g  t h e  

subscribers or m e m b e r s  t h a t  a n  election o n  t h e  option of d e r e g u l a t i o n  

or re g u l a t i o n  b y  t h e  A l a s k a  P u b l i c  Utilities C o m m i s s i o n  will b e  h e l d  

w i t h i n  6 0  d a y s  a n d  t h a t  a  ballot to participate in t h a t  election will b e  

m a i l e d  or delivered to e a c h  s u b s criber or m e m b e r  of t h e  utility or 

c o o p erative w i t h  t h e  r e g u l a r  bill for service. T h e  notice shall also state

4 1
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t h a t  a  subscr i b e r  o r  m e m b e r  of t h e  cooperative is entitled to vote in t h e  

election w i t h o u t  r e g a r d  to w h e t h e r  t h e  subscriber’s or m e m b e r ’s 

a c c o u n t  w i t h  t h e  utility o r  coop e r a t i v e  is c u r r e n t  a n d  t h a t  t h e  ballot 

m u 3 t  b e  p o s t m a r k e d  o r  r e t u r n e d  to t h e  c o m m i s s i o n  w i t h i n  3 0  d a y s  after 

it w a s  m a i l e d  or o t h e r w i s e  d elivered to t h e  subscriber or m e m b e r .  T h e  

• notice shall also a n n o u n c e  t h e  s c h e d u l e  for o n e  or m o r e  public m e e t i n g s  

w h i c h  shall p r o v i d e  a n  o p p o r t u n i t y  for t h e  subscribers or m e m b e r s  to 

discuss this election. T h e  pub l i c  m e e t i n g  or m e e t i n g s  shall b e  h e l d  n o t  

m o r e  t h a n  3 0  d a y s  before t h e  ballots a r e  m a i l e d  o r  distributed to those 

eligible to vote. A  c o o p e r a t i v e  m a y  satisfy this r e q u i r e m e n t  b y  i n c l u d­

in g  a  discussion of this election o n  t h e  a g e n d a  of a n  a n n u a l  m e e t i n g  if 

th e  a n n u a l  m e e t i n g  is s c h e d u l e d  to b e  h e l d  n o t  m o r e  t h a n  3 0  d a y s  

before t h e  election.

(d) A  ballot w i t h  r e t u r n  p o s t a g e  p a i d  shall b e  m a i l e d  or delivered to 

e a c h  su b s c r i b e r  or m e m b e r  of t h e  utility or cooperative w i t h  th e 

s u b s criber’s or  m e m b e r ’s bill for service a n d  shall c o n tain o n l y  the

following l a n g u a g e :  , , ; .J

" S h a l l .............. ( n a m e  of utility or cooperative) b e  e x e m p t  f r o m

re g u l a t i o n  b y  t h e  A l a s k a  P u b l i c  Utilities C o m m i s s i o n ?

[ ] Y E S  [ ] N O ”

(e) T h e  results o f  a n  election u n d e r  this section shall b e  certified b y  

t h e  c o m m i s s i o n  w i t h i n  6 0  d a y s  after t h e  ballots ar e  m a i l e d  or delivered 

to t h e  s ubscribers o r  m e m b e r s .

(f) D u r i n g  t h e  6 0  d a y s  i m m e d i a t e l y  p r e c e d i n g  a n  election u n d e r  this 

section a  list of subscribers o r  m e m b e r s  o f  t h e  utility o r cooperative 

shall b e  m a d e  a vailable at cost to a n y  subscriber o r  m e m b e r  o f  th e  

utility o r  c o o perative w h o  r e q u e s t s  one. T h e  list shall b e  in t h e  s a m e  

f o r m  t h a t  is available to t h e  utility o r  cooperative.

(g) T h e  b o a r d  of directors o f  a  utility o r  cooperative m a y  call a n

election u n d e r  this section o n  its o w n  initiative a n d  shall call a n  elec­

tion u p o n  receipt of a  valid petition f r o m  its s ubscribers o r  m e m b e r s .  

A  petition shall b e  c o n s i d e r e d  valid if it is s i g n e d  b y  n o t  less t h a n  t h e  

n u m b e r  of s u b scribers or m e m b e r s  e q u a l  to t e n  p e r c e n t  of t h e  first 

5 , 0 0 0  subscribers or m e m b e r s  a n d  t h r e e  p e r c e n t  of t h e  subscribers or 

m e m b e r s  in exc e s s  oi'5,000. A n  election u n d e r  this section m a y  o n l y  b e  

h e l d  o n c e  e v e r y  t w o  years.

(h) A  utility or coop e r a t i v e  w h i c h  is a l r e a d y  e x e m p t  f r o m  regulation 

u n d e r  this section m a y  elect to t e r m i n a t e  its e x e m p t i o n  in th e  s a m e  

m a n n e r .  (§ 1 0  c h  13(3 S L A  1 9 8 0 )

S e c .  42.05.720. D e f i n i t i o n s .  I n  this c h a p t e r

(1) "affiliated interest’’includes: V  '

(A) a  p e r s o n  o w n i n g  o r  h o l d i n g  directly or indirectly five p e r  c e n t  or 

m o r e  of t h e  v o t i n g  securities o f  a  public utility e n g a g e d  in intrastate 

b u s i n e s s  i n this state;

(B) a  person, o t h e r  t h a n  t h o s e  specified in (A) of this p a r a g r a p h ,  in 

a  c h a i n  o f  successive o w n e r s h i p  of five p e r  c ent or m o r e  of v o t i n g
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I

securities, t h e  c h a i n  b e g i n n i n g  w i t h  t h e  h o l d e r  of t h e  v o t i n g  securities 

of s u c h  public utility; '̂ '>4 ■
(C) a  c o r p o r a t i o n  five p e r  c e n t  o r  m o r e  o f  w h o s e  v o t i n g  securities a r e  

o w n e d  b y  a  p e r s o n  o w n i n g  five p e r  c e n t  or m o r e  o f  t h e  v o t i n g  securities v . 

of t h e  public utility o r  b y  a  p e r s o n  in s u c h  a  c h a i n  of successive V 

o w n e r s h i p  o f  five p e r  c e n t  o r  m o r e  of v o t i n g  securities; V i ~'':1
. . 'M ' /

(D) a  corp o r a t i o n  five p e r  c e n t  o r  m o r e  o f  w h o s e  v o t i n g  securities a r e  

o w n e d  o r  h e l d  b y  a  publ i c  utility; ,

(E) a  p e r s o n  w i t h  w h o m  t h e  public utility h a s  a  m a n a g e m e n t  o r  

service contract; / '
(F) a  p e r s o n  w h o  is a n  officer o r  director o f  s u c h  a  public utility or 

of a  c o r p oration in a  c h a i n  o f  successive o w n e r s h i p  of five p e r  c e n t  or 

m o r e  o f v o t i n g  securities; ,

(G) a  corp o r a t i o n  w h i c h  h a s  o n e  o r  m o r e  officers o r  directors in 

c o m m o n  w i t h  a  publ i c  utility; ■
( H )  a  p e r s o n  or corp o r a t i o n  w h o  or v/hich t h e  c o m m i s s i o n  d e t e r m i n e s  

a s  a  m a t t e r  o f  fact, after investigation a n d  hea r i n g ,  actually is 

exercising s u c h  substantial influence o v e r  t h e  policies a n d  actions o f  a  

utility in c o n j u n c t i o n  w i t h  o n e  o r m o r e  o t h e r  corporations o r  p e r s o n s  

w i t h  w h o m  t h e y  a r e  r e l ated b y  o w n e r s h i p  or blood, or b y  action in 

concert, t h a t  t o g e t h e r  t h e y  a r e  affiliated w i t h  t h e  utility w i t h i n  th e  

m e a n i n g  o f  this section e v e n  t h o u g h  n o n e  of t h e m  a l o n e  is so affiliated; 

or

(I) a  p e r s o n  or c o r p o r a t i o n  w h o  or w h i c h  t h e  c o m m i s s i o n  d e t e r m i n e s  

a s  a  m a t t e r  of fact after investigation a n d  h e a r i n g  actually is 

exercising substantial i nfluence o v e r  t h e  policies a n d  actions of a  util­

ity e v e n  t h o u g h  s u c h  influence is n o t  b a s e d  u p o n  stockholdings, 

stockholders, officers or directors to t h e  e x t e n t  specified in this section;

(2) " c o m m i s s i o n” m e a n s  t h e  A l a s k a  P u b l i c  Utilities C o m m i s s i o n ;

(3) "public” or " g e n e r a l  pub l i c” m e a n s  ' ‘ • ;

(A) a n y  g r o u p  o f  1 0  o r  m o r e  c u s t o m e r s  t h a t  p u r c h a s e  t h e  service or 

c o m m o d i t y  f u r n i s h e d  b y  a  public utility a s  d e f i n e d  in (2) of this section; 

a n d

(B) a n y  utility p u r c h a s i n g  t h e  p r o d u c t  or service o r  p a y i n g  for t h e  

t r a n s m i s s i o n  of electric e n e r g y ,  n a t u r a l  or m a n u f a c t u r e d  gas, or 

p e t r o l e u m  p r o d u c t s  w h i c h  a r e  re-sold to a  g r o u p  i n c l u d e d  in (A) of this 

p a r a g r a p h  o r  w h i c h  a r e  u s e d  to p r o d u c e  t h e  service or c o m m o d i t y  sold 

to t h e  public b y  t h e  utility;

(4 ) "public utility” or "utility” includes e v e r y  corporation ( w h e t h e r  

public, cooperative, o r  otherwise), c o m p a n y ,  individual, or association 

of individuals, their lessees, trustees, or receivers a p p o i n t e d  b y  a  court, 

t hat o w n s ,  operates, m a n a g e s  or controls a n y  plant, pipeline or s y s t e m  

for

( A ’1 furnishing, b y  g e n eration, t r a n s m i s s i o n  o r  distribution, electri­

cal service to t he public for c o m p e n s a t i o n ;
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. (B) f u r n i s h i n g  t e l e c o m m u n i c a t i o n s  service to t h e  public for c o m ­

pensation; i, ,-;i- <• d x i v
(C) f u r n i s h i n g  w a t e r ,  s t e a m  o r s e w e r  service to t h e  public for c o m ­

pensation; '.it. . . 'v. ; -V' -- :

(D) f u r n i s h i n g  b y  t r a n s m i s s i o n  o r  distribution of n a t u r a l  o r  m a n u ­

factured g a s  to t h e  A l a s k a  publ i c  for c o m p e n s a t i o n ;  •

(E) f u r n i s h i n g  for distribution o r  b y  distribution p e t r o l e u m  or 

p e t r o l e u m  p r o d u c t s  to t h e  A l a s k a  p ublic for c o m p e n s a t i o n  w h e n  t h e  

c o n s u m e r  h a s  n o  alternative in t h e  choice of supplier of a  c o m p a r a b l e  

p r o d u c t  a n d  service at a n  e q u a l  or lesser price;

(F) f u r n i s h i n g  collection a n d  disposal service of g a r b a g e ,  refuse, 

t r a s h  or o t h e r  w a s t e  material;

(5) "rate” includes e a c h  rate, toll, fare, rental, charge, or o t h e r  f o r m  

o f  c o m p e n s a t i o n  d e m a n d e d ,  o b s e r v e d ,  c h a r g e d  o r  collected b y  a  public 

utility for its services; • - " v

(6) "service” m e a n s  (unless t h e  c o n t e x t  indicates otherwise) e v e r y  

c o m m o d i t y ,  product, use, facility, c o n v e n i e n c e  or o t h e r  f o r m  of service 

w h i c h  is offered for a n d  p r o v i d e d  b y  a  public utility for t h e  c o n v e n i e n c e  

a n d  necessity of t h e  public; . . . . . .  • h. u v ,  '

(7) "tariff” m e a n s  a  rate, c h a r g e ,  toll, rule or regulation of a  utility 

relating to services f u r n i s h e d  b y  t h e  utility to t h e  g e n e r a l  public for 

c o m p e n s a t i o n  a n d  e v e r y  m a p ,  pa g e ,  a d o p t i o n  notice, i n s t r u m e n t  or 

o t h e r  d o c u m e n t  filed w i t h  t h e  c o m m i s s i o n  setting o u t  t h e  t e r m s  a n d  

conditions u n d e r  w h i c h  utility services ar e  offered to t h e  public a n d  

i n s t r u m e n t s  of c o n c u r r e n c e  a n d  all o t h e r  d o c u m e n t s ,  a n d  d a t a  setting 

o u t  th e  t e r m s  of a  utility’s b u s i n e s s  relations w i t h  a n o t h e r  utility 

insofar a s  t h e y  affect t h e  g e n e r a l  public either directly o r indirectly;

(8) " t e l e c o m m u n i c a t i o n s” m e a n s  t h e  t r a n s m i s s i o n  a n d  reception of 

m e s s a g e s ,  impressions, pictures a n d  signals b y  m e a n s  of electricity, 

e l e c t r o m a g n e t i c  w a v e s  a n d  a n y  o t h e r  k i n d  o f  e n e r g y ,  force variations 

or i m p u l s e s  w h e t h e r  c o n v e y e d  b y  cable, wire, r adiated t h r o u g h  space, 

or t r a n s m i t t e d  t h r o u g h  o t h e r  m e d i a  w i t h i n  a  specified a r e a  or b e t w e e n  

d e s i g n a t e d  points. (§ 6  c h  1 1 3  S L A  1 9 7 0 ;  a m  § 2  c h  3 6  S L A  1971; a m  

§ 2  c h  7 6  S L A  1 9 7 3 )

•' i < , '
Revisor’s notes. —  Formerly A S  Cross references. —  For legislative

42.05.701. Renumbered in 1983 and purpose of paragraph (4)(E) of this section,
reorganized to alphabetize the defined see § 1, ch. 36, S L A  1971 in the Temporary
terms. . and Special Acts.

i ; i  j * ■

N O T E S  T O  D E C I S I O N S
• • > .

Applied in McClellan v. Kenai (1978), overruled on other grounds, Sup.
Peninsula Borough, Sup. Ct. Op. No. 1440 Ct. Op. No. (File No. 3636 . 595 P.2d
(File Nos. 2493, 2543), 565 P.2d 175 626 (1979); B-C Cable Co. v. City of
(1977); Alaska Pub. Utils. C o m m ’n v. Juneau, Sup. Ct. Op. No. 2112 (File No. 
Chugach Elec. Ass’n, Sup. Ct. Op. No. 1636 4587), 613 P.2d 616 (1980).
(File Nos. 2969, 2993), 580 P.2d 687
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Conclusiveness of charter as regards 
character of corporation as a public utility 
corporation, 119 A L R  1019.

Electricity, gas, or water furnished by 
public utility as "goods” within provisions 
cf Uniform Commercial Code Article 2 on 

Sales, 48 A L R 3 d  1060. • • fc-ri.’W :

Collateral references. —  64 A m .  Jur.
2d, Public Utilities, §§ 1 —  2.

73 C  J.S., Public Utilities, §§ 1 —  3.
W h a t  are "public utilities” within provi­

sions relating to municipal purchase, con­
struction or repair of public utility, 9 A L R  
1033; 35 A L R  592. - . . . .

• . - • • i - . . ' v. -  , v : .

S e c .  42.05.721. S h o r t  title. T h i s  c h a p t e r  m a y  b e  cited a s  t h e  A l a s k a  

P u b l i c  Utilities C o m m i s s i o n  Act. (§ 6  c h  1 1 3  S L A  1970)

Cross references. —  For transition 
provisions, see § 7, ch. 113, S L A  1970 in _■ ■■■<■
the Temporary and Special Acts. , m ; :

C h a p t e r  0 6 .  P i p e l i n e  A c t .

Article - , r.
1. Powers and Duties of Commission (§§ 42.06.140 —  42.06.230)
2 . Certificate of Public Convenience and Necessity (§§ 42.06.240 —  42.06.305)
3. Services and Facilities (§§ 42.06.310 —  42.06.340)
4. Rates and Rate Schedules (§§ 42.06.350 —  42.06.420)
5. Accounts, Records, and Reports (§§ 42.06.430 —  42.06.460)
6 . Enforcement Provisions (§§ 42.06.470 —  42.06.590)
7. General Provisions (§§ 42.06.605 —  42.06.640) -

. *5 'ill

Rcvisor’s notes. —  Section 20, ch. 110, 
S L A  1981 repealed former Articles 1 and 2 
of this chapter. T h e  remaining sections in 
this chapter, which had been designated 
Article 3, were designated Articles 1 —  7 
in 1983.

Legislative history reports. For report 
on ch. 139, S L A  1972 ( F C C S  H C S  C S S B  
314), see 1972 Senate Journal, p. 1072;

1972 House Journal, p. 1420.
Cross references. —  For transition 

provisions, see the editor’s notes following 
the title analysis.

Collateral references. —  13 A m .  Jur. 
2d, Carriers, §§ 20 —  32.75 — 104; 61 A m .  
Jur. 2d, Pipelines, § 1 et seq.; 64 A m .  Jur. 
2d, Public Utilities, § 292 et seq.

13 C.J.S., Carriers, §§ 15 —  24.

Sec. 42.06.010. Legislative declaration of policy. [Repealed, § 20 ch 
110 SLA 1981.]

Secs. 42.06.020 —  42.06.120. Establishment of Alaska Pipeline 
Commission. [Repealed, § 20 ch 110 SLA 1981.]

Sec. 42.06.130. [Renumbered as AS 42.06.605.]

A r t i c l e  1. P o w e r s  a n d  D u t i e s  o f  C o m m i s s i o n .

Section , .

140. General powers and duties 
150. Powers and duties with respect to 

federally regulated carriers 

210. Publication of reports, orders, deci­
sions and regulations

Section-

220. Annual report
230. Jurisdiction of commission

4 5



§ 4 2 . 0 6 . 1 4 0 A l a s k a  S t a t u t e s § 4 2 . 0 6 . 1 4 0

S e c .  42.06.140. G e n e r a l  p o w e r s  a n d  d uties, (a) T h e  c o m m i s s i o n

(1) shall r e g u’ate pipelines a n d  pipeline carriers in t h e  state; i

(2) m a y  investigate u p o n  c o m p l a i n t  or its o w n  m o t i o n ,  t h e  rates, 

classifications, rules, regulations, prices, services, practices a n d  

facilities o f  pipeline carriers, a n d  t h e  p e r f o r m a n c e  of obligations u n d e r  

a n d  c o m p l i a n c e  w i t h  t h e  t e r m s  o f  leases i ss u e d  b y  t h e  state;

(3) m a y  m a k e ,  prescribe o r  r e q u i r e  just, fair a n d  r e a s o n a b l e  rates, 

classifications, regulations, practices, services a n d  facilities for 

pipeline carriers;

(4) m a y  r e q u i r e  pipeline carriers a n d  affiliated interests to file w i t h  

t h e  c o m m i s s i o n  reports a n d  o t h e r  i n f o r m a t i o n  a n d  d a t a  r e q u i r e d  or 

p e r m i t t e d  to b e  r e q u i r e d  b y  o t h e r  provisions of this chapter;

(5) m a y  a d o p t  r e g ulations t h a t  a r e  n e c e s s a r y  a n d  p r o p e r  to t h e  p e r­

f o r m a n c e  o f  its duties u n d e r  this chapter, i n c l u d i n g  regulations 

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

lations shall n o t  b e  inconsistent w i t h  state l aw;

(6) shall d u r i n g  n o r m a l  b u s i n e s s  h o u r s  h a v e  access to a n d  m a y  

d e s i g n a t e  a n y  o f  its e m p l o y e e s ,  a g e n t s  o r  c o n s u l t a n t s  to inspect a n d  

e x a m i n e ,  t h e  accounts, financial a n d  p r o p e r t y  records, books, m a p s ,  

inventories, appraisals, valuations, a n d  related reports k e p t  b y  a  

pipeline carrier, o r  k e p t  for it b y  others, w h i c h  directly affect t h e  inter­

ests of t h e  state a n d  directly relate to pipelines located in th e  state;

(7) m a y  initiate, i n t e r v e n e  in, a n d  a p p e a r  p e r s o n a l l y  or b y  c o u n s e l  

a n d  offer e v i d e n c e  in a n d  participate in, a n y  p r o c e e d i n g s  i n v o l v i n g  a  

pipeline carrier, a n d  affecting t h e  interests o f  t h e  state, before a n y  

officer, d e p a r t m e n t ,  boa r d ,  c o m m i s s i o n  or c o u r t  of this state;

(8) shall r e q u i r e  p e r m i t s  for t h e  construction, e n l a r g e m e n t  in size or 

o p e r a t i n g  capacity, extension, c o n n e c t i o n  a n d  interconnection, o p e r­

ation or a b a n d o n m e n t  o f a n y  oil o r  g a s  pipeline facility or facilities, 

subject to n e c e s s a r y  a n d  r e a s o n a b l e  t e r m s ,  conditions a n d  limitations;

(9) m a y  prescribe t h e  s y s t e m  of a c c o u n t s  a n d  reg u l a t e  t h e  service of 

a n  oil or g a s  pipeline facility;

(10) shall p r o v i d e  ail r e a s o n a b l e  assistance to t h e  D e p a r t m e n t  of 

L a w  in i n t e r v e n i n g  in, offering e v i d e n c e  in, a n d  participating in p r o­

ce e d i n g s  i n v o l v i n g  a  pipeline carrier or affiliated interest a n d  affecting 

t h e  interests o f  t h e  state, before a n  officer, d e p a r t m e n t ,  board, c o m m i s ­

sion o r c o u r t  of a n o t h e r  state o r  t h e  U n i t e d  States.

(b) T h e  c o m m i s s i o n  m a y  a s s i g n  a  qualified, u n b i a s e d ,  a n d  impartial 

a d m i n i s t r a t i v e  l a w  judge, w i t h  e x p e r i e n c e  in th e  g e n e r a l  practice of 

l aw, to c o n d u c t  h e a r i n g s  u n d e r  this chapter. T h e  a d m i n i s t r a t i v e  l a w  

j u d g e  m a y  p e r f o r m  o t h e r  duties in c o n n e c t i o n  w i t h  t h e  a d m i n i s t r a t i o n  

of this c h a p t e r  a n d  o t h e r  laws. A n  a d m i n i s t r a t i v e  l a w  j u d g e  hired to 

c o n d u c t  h e a r i n g s  u n d e r  this c h a p t e r  shall h a v e  b e e n  a d m i t t e d  to prac-
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N O T E S  T O  D E C I S I O N S

' . *' : * ... : V*’* ’ . ’

Applied in United States v. R C A  No. 1647 (File No. 3772), 597 P.2d 489 
Alaska Communications, Inc., Sup. Ct. Op. (1979).

§ 4 2 . 0 5 . 3 8 0  P u b l i c  U t i l i t i e s  a n d  C a r r i e r s  8  4 2 . 0 5 . 3 8 1

Collateral references. —  Necessity of bound to render as c o m m o n  carrier, 19
filing rates for services which carrier is not A L R  982.

/

Sec. 42.05.380. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.381. R a t e s  to b e  j ust a n d  r e a s o n a b l e ,  (a) All rates

d e m a n d e d  or received b y  a  public utility, or b y  a n y  t w o  or m o r e  public 

utilities jointly, for a  service furnished or to b e  furnished shall b e  just 

a n d  reasonable; h o w e v e r ,  a  rate m a y  n o t  include a n  a l l o w a n c e  for costs 

of political contributions, or public relations except for reasonable 

a m o u n t s  s p e n t  for

(1) e n e r g y  conservation efforts;

(2) public i n f o r m a t i o n  de s i g n e d  to p r o m o t e  m o r e  efficient u s e  of the 

utility’s facilities or services or to protect th e  physical plant of the 

utility;

(3) i n f o r m i n g  shareh o l d e r s  a n d  m e m b e r ' s  of a  cooperative of 

m e e t i n g s  of the utility a n d  e n c o u r a g i n g  attendance; or

(4) e m e r g e n c y  situations to the extent a n d  u n d e r  th e  c i r c u m s t a n c e s  

authorized b y  th e  c o m m i s s i o n  for g o o d  cause, s h o w n .

(b) In establishing th e  r e v e n u e  r e q u i r e m e n t s  of a  m u n i c i p a l l y  o w n e d  

a n d  operated utility th e  municipality is entitled to include a  reasonable 

rate of return.

(c) A  utility, w h e t h e r  subject to regulation b y  t he c o m m i s s i o n  or 

e x e m p t  f r o m  regulation, m a y  no t  c h a r g e  a  fee for connection to, 

disconnection from, or transfer of services in a n  a m o u n t  in excess of the 

actual cost to the utility of p e r f o r m i n g  the service p lus a  profit at a  

r easonable p e r c e n t a g e  of that cost no t  to e x c e e d  the p e r c e n t a g e  estab­

lished b y  the c o m m i s s i o n  b y  regulation.

(d) A  utility shall provide for a  r e d u c e d  lee or s u r c h a r g e  for s t a n d b y  

w a t e r  for fire protection s y s t e m s  a p p r o v e d  u n d e r  A S  18.70.081 w h i c h  

u s e  hydraulic sprinklers. (§ (5 c h  113 S L A  1970; a m  ii 1 c h  8 6  S L A  

1976; a m  ii 5  c h  1 0 6  S L A  1977; a m  ii 4  c h  4 5  S L A  1980)

Effect of amendments. —  The 1980 
amendment added subsection id).



§ 4 2 . 0 5 . 5 0 0  P u i i i . t c *  U t i i j t i k s  a n d  C a k i d k k s  § 4 2 . 0 5 . 5 1 1

Sec. 42.05.500. /Repealed, .* 5 ch 113 SLA 1970.1
S e c .  42.05.501. I n s p e c t i o n  o f  b o o k s  a n d  r e c o r d s  b y  c o m m i s ­

sion. T h e  c o m m i s s i o n  shall at all re a s o n a b l e  t i m e s  h a v e  access to, a n d  

m a y  designate a n y  of its e m p l o y e e s ,  a g e n t s  or consultants to inspect 

a n d  e x a m i n e ,  t h e  accounts, records, • books, m a p s ,  inventories, 

appraisals, valuations, or A-zr reports a n d  d o c u m e n t s ,  k e p t  b y  public 
utilities or their affiliated interests, or p r e p a r e d  or k e p t  for t h e m  b y  

others, w h i c h  re !ate to a n y  contract or transaction b e t w e e n  t h e m .  T h e  

c o m m i s s i o n  m a y  require a  public utility or its affiliated interest to file 

w i t h  th e  c o m m i s s i o n ,  copies of a n y  or all of these accounts, records, 

books, m a p s ,  inventories, appraisals, valuations, or other reports a n d  

d o c u m e n t s .  (§ 6  c h  1 1 3  S L A  1970)

Collateral references. —  73 C.J.S.,
Public Utilities, $ 64.

Sec. 42.05.510. /Repealed, 8 5 ch 113 SLA 1970.1

A r t i c l e  7. F i n a n c i a l  a n d  M a n a g e m e n t  R e g u l a t i o n .

Section

511. Unreasonable management practices

521. Impaired capital
531. Distribution of surplus and profits

S e c .  42.05.511. U n r e a s o n a b l e  m a n a g e m e n t  practices, (a) T h e  

c o m m i s s i o n  m a y  investigate t h e  m a n a g e m e n t  of a  public utility, 

including b u t  n o t  limited to staffing patterns, w a g e  a n d  salary scales 

a n d  a g r e e m e n t s ,  i n v e s t m e n t  policies a n d  practices, p u r c h a s i n g  a n d  

p a y m e n t  a r r a n g e m e n t s  w i t h  affiliated interests, for t he p u r p o s e  of 

d e t e r m i n i n g  inefficient or u n r e a s o n a b l e  practices w h i c h  adversely 

affect th e  cost or quality of service of the public utility.

(b) W h e r e  u n r e a s o n a b l e  practices ar e  f o u n d  to exist, th e  c o m m i s s i o n  

m a y ,  after p r o v i d i n g  re a s o n a b l e  notice a n d  oppo r t u n i t y  for hearing, 

t a k e  appropriate action to protect the public f r o m  th e  inefficient or 

u n r e a s o n a b l e  practices a n d  m a y  order the public utility to t a k e  the 

corrective action t h e  c o m m i s s i o n  m a y  require to a c h i e v e  effective 

d e v e l o p m e n t  a n d  regulation of public utility services.

(c) In a  rate p r o c e e d i n g  the utility involved h a s  t he b u r d e n  of 

p r o v i n g  that a n y  written or u n w r i t t e n  contract or a r r a n g e m e n t  it m a y  

h a v e  w i t h  a n y  of its affiliated interests for th e  furnishing of a n y  ser­

vices or for the purchase, sale, lease or e x c h a n g e  of a n y  property is 

n ecessary a n d  consistent w i t h  the public interest u n d  that the p a y m e n t  

m a d e  therefor, o r  consideration given, is r e a s o n a b l y  based, in part, 

u p o n  the s u b m i s s i o n  of satisfactory proof as to th e  cost to the affiliated 

interest of furnishing the service or property and, in part, u p o n  the 

e s t i m a t e d  cost the utility w o u l d  h a v e  incurred if it furnished the ser-

o-S p r i z e s  fry 33 ,-rs four- p&rSor.yu'-L
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§ 42.05.470 A l a s k a  S t a t u t e s  § 42.05.491

e x c e e d i n g  $ 1 0 0 , 0 0 0  shall k e e p  c o n t i n u i n g  property records. (§ 6  c h  1 1 3  

S L A  1970)

Sec. 42.05.470. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.471. D e p r e c i a t i o n  rates, initial losses a n d  a c c o u n t s ,  

(a) T o  provide for th e  loss in service v a l u e  of its property, not restored 

b y  current m a i n t e n a n c e ,  e v e r y  utility shall c h a r g e  a dequate, b u t  no t  

excessive, depreciation e x p e n s e  for e a c h  m a j o r  class of utility property 

u s e d  a n d  useful in s e r ving t he public. F r o m  t i m e  to t i m e  the c o m m i s ­

sion shall d e t e r m i n e  the p r o p e r  a n d  a d e q u a t e  rates of depreciation for 

e a c h  m a j o r  class of property of a  public utility. T h e  c o m m i s s i o n  shall 

accept rates of depreciation a n d  depreciation ac c o u n t s  prescribed a n d  

m a i n t a i n e d  u n d e r  regulations of a  federal a g e n c y  or the t e r m s  of a  b o n d  

ordinance. T h e  c o m m i s s i o n  shall d e t e r m i n e  a n d  allow depreciation 

e x p e n s e  iri fixing th e  rates, tolls a n d  c h a r g e s  to b e  p aid for the services 

of a  public utility.

(b) T h e  c o m m i s s i o n  is n o t  b o u n d  in rate proceedings to accept, a s  just 

a n d  r e a s onable for r a t e - m a k i n g  purposes, estimates of a n n u a l  or 

a c c r u e d  depreciation established u n d e r  th e  provisions of this section, or 

to allow a n n u a l  or a c c r u e d  depreciation o n  utility property directly or 

indirectly contributed b y  c u s t o m e r s  or others. (§ 6  c h  1 1 3  S L A  1970)

Sec. 42.05.480. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.481. S u b s i d i a r y  b u s i n e s s  a c c o u n t s .  A  public utility 

e n g a g e d ,  directly or indirectly, in a n o t h e r  business, including a n o t h e r  

utility business or a  subsidiary business, snail k e s p  separate acc o u n t s  

relating to t hat business. E x c e p t  a s  the c o m m i s s i o n  provides, property, 

e x p e n s e  or r e v e n u e  u s e d  in o r  d e rived f r o m  that business m a y  n o t  b e  

considered in establishing t h e  rates a n d  c h a r g e s  o f th e  utility for its 

public services. (§ 6  c h  1 1 3  S L A  1970)

Sec. 42.05.490. [Repealed, § 5 ch 113 SLA 1970.]

S e c .  42.05.491. R e c o r d s  a n d  a c c o u n t s  to b e  k e p t  in state. A  

public utility shall k e e p  t h e  books, accounts, p a p e r s  a n d  records 

required b y  t he c o m m i s s i o n ,  in a n  office w i t h i n  this state, a n d  m  a y  not 

r e m o v e  t h e m  f r o m  th e  state, except u p o n  th e  t e r m s  a n d  conditions that 

m a y  b e  prescribed b y  th e  c o m m i s s i o n .  T h e  provisions of this section d o  

not ap p l y  to a  public utility w h o s e  a ccounts are k c ~ t  at its principal 

place of business outside the state, in the m a n n e r  prescribed b y  a 

federal regulatory body; h o w e v e r ,  s u c h  a  public utility shall at its 

option, either furnish to the c o m m i s s i o n ,  w i t h i n  a  reasonable t i m e  

fixed b y  the c o m m i s s i o n ,  certified copies of its books, accounts, p a p e r s  

a n d  records relating to the bus i n e s s  d o n e  b y  the public utility w i t h i n  

this state, or a g r e e  to p a y  the actual e x p e n s e s  incurred b y  the c o m m i s ­

sion in s e n d i n g  personnel to e x a m i n e  tbe utility’s b o o k s  a n d  records at 

the place w h e r e  t h e y  a r e  kept. (§ 6  c h  1 1 3  S L A  1970)

3 2  -  • ‘



1 *  S e c .  2 .  A S  4 2 . 0 5 . 3 8 1  i s  a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  t o  r e a d :

2  ( e )  A  r a t e  d e m a n d e d  o r  r e c e i v e d  b y  a  p u b l i c  u t i l i t y  f o r  a  s e r -

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

4  r a t e  o f  r e t u r n  o n  c a p i t a l  i n v e s t m e n t s  o f  t h e  u t i l i t y  i n  e x c e s s  o f  a n

5 a m o u n t  e q u a l  t o  t h e  p a i d - i n  c a p i t a l  a n d  r e t a i n e d  e a r n i n g s  o f  t h e

6 u t i l i t y  l e s s

7 ( 1 )  m o n e y  p r o v i d e d  o r  a d v a n c e d  b y  t h e  u t i l i t y  t o  a c q u i r e

8 o w n e r s h i p  o f  t h e  u t i l i t y ;

9 ( 2 )  m o n e y  p r o v i d e d  b y  t h e  u t i l i t y  f o r  a  l o a n ,  a d v a n c e ,  o r

1 0  d e p o s i t  t o  a n  o w n e r  o f  t h e  u t i l i t y  o r  t o  a  s u b s i d i a r y  o r  a f f i l i a t e  o f

1 1  t h e  u t i l i t y ;

1 2  ( 3 )  m o n e y  i n v e s t e d  b y  t h e  u t i l i t y  o r  a  s u b s i d i a r y  o r  a f f i l -

13 i a t e  o f  t h e  u t i l i t y  i n  a  n o n r e g u l a t e d  c o m p a n y ;

1 4  ( 4 )  m o n e y  d e p o s i t e d  o r  i n v e s t e d  i n  a  f i n a n c i a l  i n s t i t u t i o n

1 5  l o c a t e d  o u t s i d e  t h e  s t a t e ;  a n d

16 ( 5 )  m o n e y  o r  t h e  v a l u e  o f  o t h e r  a s s e t s  p l e d g e d  o r  g u a r a n -

17 t e e d  o n  b e h a l f  o f  a n  o w n e r ,  s u b s i d i a r y ,  o r  a f f i l i a t e  o f  t h e  u t i l i t y .

18 ( f )  I n  e s t a b l i s h i n g  r a t e s  u n d e r  t h i s  c h a p t e r  t h e  c o m m i s s i o n

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

2 0  f r o m  o p e r a t i o n s  i n  t h e  s t a t e  a n d  s h a l l  c o n s i d e r  t h e  r e v e n u e s  a n d

2 1  p r o f i t s  o f  o t h e r  b u s i n e s s e s  o p e r a t e d  i n  t h e  s t a t e  t h a t  a r e  o w n e d  b y

2 2  t h e  u t i l i t y  o r  a  h o l d i n g  c o m p a n y ,  s u b s i d i a r y ,  o r  a f f i l i a t e  o f  t h e

2 3  u t i l i t y  i f  t h e  u t i l i t y  a n d  i t s  h o l d i n g  c o m p a n i e s ,  s u b s i d i a r i e s  o r

2 4  a f f i l i a t e s  h a v e  c o m b i n e d  a n n u a l  s a l e s  i n  e x c e s s  o f  $ 5 , 0 0 0 , 0 0 0 .  I f  a

2 5  n o n u t i l i t y  c o m p a n y  t h a t  o p e r a t e s  i n  t h e  s t a t e  a n d  i s  o w n e d  b y  a  u t i l -

2 6  i t y  o p e r a t i n g  i n  t h e  s t a t e  o r  a  h o l d i n g  c o m p a n y ,  s u b s i d i a r y ,  o r  a f f i l -

2 7  i a t e  o f  t h e  u t i l i t y ,  h a s  a n n u a l  s a l e s  i n  e x c e s s  o f  $ 1 , 0 0 0 , 0 0 0 ,  15

2 8  p e r c e n t  o f  t h e  g r o s s  r e v e n u e s  o f  t h e  n o n u t i l i t y  i s  c o n s i d e r e d  t o  b e

2 9  u t i l i t y  r e v e n u e  f o r  t h e  p u r p o s e  o f  e s t a b l i s h i n g  u t i l i t y  r a t e s .
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SMB* V

1 *  S e c .  3 .  AS 4 2 . 0 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

2 S e c .  4 2 . 0 5 . 6 5 5 .  I N S P E C T I O N  J U R I S D I C T I O N .  T h e  o n - s i t e  i n s p e c t i o n

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

'+ *  S e c .  4 .  AS 4 2 . 0 5 . 7 2 0 ( 4 )  i s  a m e n d e d  t o  r e a d :

5 ( 4 )  " p u b l i c  u t i l i t y "  o r  " u t i l i t y "  i n c l u d e s  e v e r y  c o r p o r a -

6 t i o n  ( w h e t h e r  p u b l i c ,  c o o p e r a t i v e ,  o r  o t h e r w i s e ) ,  c o m p a n y ,  i n d i v i d u a l ,

7 o r  a s s o c i a t i o n  o f  i n d i v i d u a l s ,  t h e i r  l e s s e e s ,  t r u s t e e s ,  o r  r e c e i v e r s

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

9 p l a n t ,  p i p e l i n e  o r  s y s t e m  f o r

1 0  ( A )  f u r n i s h i n g ,  b y  g e n e r a t i o n ,  t r a n s m i s s i o n  o r  d i s t r i -

1 1  b u t i o n ,  e l e c t r i c a l  s e r v i c e  t o  t h e  p u b l i c  f o r  c o m p e n s a t i o n ;

12 ( B )  f u r n i s h i n g  t e l e c o m m u n i c a t i o n s  s e r v i c e , e x c e p t  f o r

13 c a b l e  t e l e v i s i o n  s e r v i c e ,  t o  t h e  p u b l i c  f o r  c o m p e n s a t i o n ;

1 4  ( C )  f u r n i s h i n g  w a t e r ,  s t e a m ^  o r  s e w e r  s e r v i c e  t o  t h e

15 p u b l i c  f o r  c o m p e n s a t i o n ;

16 ( D )  f u r n i s h i n g  b y  t r a n s m i s s i o n  o r  d i s t r i b u t i o n  [ O F ]

17 n a t u r a l  o r  m a n u f a c t u r e d  g a s  t o  t h e  [ A L A S K A ]  p u b l i c  f o r  c o m p e n s a -

18 t i o n ;

19 ( E )  r e f i n i n g , f u r n i s h i n g  f o r  d i s t r i b u t i o n x  o r

2 0  d i s t r i b u t i n g  [ B Y  D I S T R I B U T I O N ]  p e t r o l e u m  o r  p e t r o l e u m  p r o d u c t s

2 1  f o r  [ T O ]  t h e  [ A L A S K A ]  p u b l i c  f o r  c o m p e n s a t i o n  [WHEN T H E  CONSUMER

2 2  HAS NO A L T E R N A T I V E  I N  T H E  C H O IC E  OF S U P P L I E R  OF A  COMPARABLE

2 3  PRODUCT AND S E R V I C E  A T  AN E Q U A L  OR L E S S E R  P R I C E ;

2 4  ( F )  F U R N I S H IN G  C O L L E C T I O N  AND D I S P O S A L  S E R V I C E  OF

2 5  G A R B A G E , R E F U S E ,  T R A S H  OR O TH E R  WASTE M A T E R I A L ] ;

2 6  *  S e c .  5 .  AS 4 2 . 0 5 . 7 1 1 ( i )  i s  r e p e a l e d .

2 7  *  S e c .  6 .  T h i s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 8 4 .

-3- SSHB 220




