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U-76-26
by the MUNICIPALITY OF ANCHORAGE Tele- %
phone, Electric, Water and Sewer Util~*/) ORDER NO. 2
Jities )

ORDER APPROVING IKTERFUND METHODOLOGY

On May 3, 1976, the MUNICIPALITY OF ANCHORAGE

TELEPHONE UTILITY (ATU) and the ANCHORAGE WATER UTILITY
ul flie information to be provided with the
Commission at a p blic hearing on June 1, 1976, for the
purpose of determining the justness and reasonableness ox
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, MLFf.P and AWU
were based on reasonable methodology and accurate allocation
factors under the affiliated interest transactions as stated
in 7i1S 42.05.511(c) was to be borne by the Municipality.
JURISDICTION

The Municipality asserted, prior to the examination
of the intcrfund charges, 1its belief that the affiliated
interest section of the statute, AS 42.05.511(c), cid not

specifically affect the Municipality whose departments
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provide services to the utilities. It was argued that no
profit is to be earned by the Municipality through the
interfund charges; there is no majority shareholder as 1in
a private corporation; and the interfund charges must be
approved through the budgetary process by the appropriate
legislative body. The staff of the Commission contended
that the Municipality does fall under the provisions of the
statute by providing services to and receiving payment from
each of the subject utilities and that the Municipality should
bear the burden of proof that these charges are just and
reasonable. The Commission concurs with the staff"s position.
GENERAL BACKGROUND

The government entity which provided services to
the above named utilities in 1974, 1975 and for the first
nine months of 1976 is conceptually a different entity than
is in existence today and on which the proposed 1976 budget
of the Municipality 1is based. For the purpose of this pro—
ceeding the test year under consideration was 1975. The charges
to the utilities in that year, by the providing departments
of the Municipality, were used to ascertain the reasonableness
and accuracy of the allocations of interfund charges. These
charges were budgeted in 1=74 for 1975 under the existing
City of Anchorage government. The test year 1975 was used
because of the permanert rate requests by 7iTU, ML&P and
AKU pending before this Commission. For the most part,
their request is based on this test year. In addition, the
fact that the unified government, known today as the Munici—

pality of Anchorage, has been in existence a relatively
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short time, the workload of various departments has changed
substantially, and the new government is in effect in &
transitory state, make an examination of the budgeted 1976
interfund charges 1inappropriate at this tinme.

The testimony of the Municipality strongly recom—
mended that a re-evaluation of the methodology of deter—
mining interfund charges and of the appropriateness of the
existing allocation factors was of paramount importance for
the 1977 fiscal budget of the Municipality. Every depart—
ment should be analyzed as a result of the unification of
the former City of Anchorage and the Greater Anchorage Area
Borough now known as the Municipality of Anchorage. Various
functions and responsibilities within some departments of
the new Municipality have undergone major chances. These
changes have affected the kinds of services provided as well
as the methods used for allocating costs for services to any
or all of the utilities.

The need for a study whic. Id thoroughly review
each department within the Municipality and examine the
interfund procedure has been addressed by Arthur Young and
Company in the course of a data processing study.

In light of unification, examination of services
which might better be performed outside the Municipality
through the contracting procedure should be made. There
appear to be three possible courses of action for the util—
ities regarding the purchase of services from within the
Municipality. One, the interfund charges could continue to
be handled in the same manner as previously done by the

City. This would require that the methodology and allocation
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factors be updated in terms of a unified government. Two,

the utilities could provide some or all of the services to
themselves that are now being provided by the Municipality.
Three, there could be services that should be contracted outside
the Municipality. In addition, the subject of the appropri—
ateness of interfund charges for the sewer utility should be
addressed. IT the refuse service provided by the former

City of Anchorage comes under the jurisdiction of this
Commission, interfund charges to that utility must also

be examined.

For the purpose of this hearing the Municipality
defined interfund as a charge by one department within the
municipal government (whether the former City of Anchorage
or the present Municipality of Anchorage) to another depart—
ment within the government for services performed. The
Municipality submitted Exhibits 1 and 2 which provided the
budgeted and actual amount of interfund charges to ATU,

MLtiP, AWU and the general government unit (which includes
those departments receiving monies from the general fund)and
the total amount of all budgeted and actual interfund charges
for the years 1974 and 1975. Exhibit 3 provided the budgeted
interfund charges for the year 1976. The Uniform System of
Accounts has been used since 1973 for the preparation of the
19741, 1975 and 1976 budget.

The budgetary process includes input from the
supervisory personnel within each department, the review of
the City Budget Officer (now the Chief of Management Ser —
vices for the Municipality in the Office of Budget and

Management), any refinement or change to be made by the
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Office of the City Manager (now by the Office of the Mayor)
and submission to the City Council (now the Municipal Assem—
bly) for its approval. The implementation of methodology
and allocation factors regarding interfund charges are based
on the approved budget document for the appropriate fiscal
year.

It should be noted that the interfund charges were
a subject of audit by the external auditor hired by the
governmental body. The appropriateness of ATU"s interfund
charges was also reviewed by RCA Alaska Communications,

Inc., in its determination of the separation and distribu—
tion of toll revenues. In addition, the State performed
auditing functions for particular grant money that the
Municipal government receives.

During the hearing there was testimony that 1in
some 1instances charges are made to each of the utilities by
a department net listed on Exhibits 1 through 3. For ex—
ample, a service provided a utility by the Department of
Public Works at the request of the utility is paid for by a
transfer of equity in the cash pool. A reimbursable work
order form, Exhibit 29, illustates the procedure to be
utilized in this regard. Bills for services provided by the
utilities to other departments within the government are
also paid by a transfer of equity in the cash pool.

In Order No. 1 the Commission required the Munici—
pality to provide a copy of any written instructions to the
appropriate person within each department calculating the
interfund charges. Exhibit 27, Interfund Criteria Informa—
tion, was provided as well as Exhibit 28, a copy of the 1975
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annual budget which explained the "charges to others™ within
each department. The 1individual computing the budgeted and
actual 1interfund charges and the methodology and allocation
factors for those charges were provided in Exhibits 4 through
25 as required by Order No. 1. Also included in these
exhibits were comparable charges, where available, and time
sheets and other recordkeeping data, when used.

The Commission commends the Municipality on the e
thoroughness of its prefiled testimony and the presentations
made by the witnesses during the hearing and will discuss
each department providing services to any or all of the
subject utilities in 1975. For the purpose of this discuss—
ion reference will be made to the titles of individuals and
the governmental unit based on the former Cit_ of /anchorage.
V."here appropriate, reference will be made to the existing
municipal Government. It is the intention of the Commission
that this discussion may be beneficial to those individuals
who will review and study the interfunded services and
charges ~n the new unified government.

The transfer of interfund charges 1is done monthly
on the basis of the actual costs to the providing depart—
ment. Any end of the year adjustments either upward or
downward are made in accordance with the allocation factors
outlined within each department. Reference has been made to
final charges in some of the exhibits for the 1975 test year.
Generally speaking, these refer to charges incurred by
departments as a result of unification and these charges

were not inter funded to the utilities.
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MAYOR AND CITY COUNCIL
The method for calculating the budgeted interfund
charges from the Mayor and City Council to each of the
subjecr utilities was developed by the City Budget Officer
in 1972. His judgment based on observation of work sessions
and City Council meetings was used to apportion the.j... .v
workload of the Mayor and City Council into the following

categories:

7*.genda relating 1items 505.
Personnel functions 20%
Maintenance and operations budget 15%
Capital improvement progranm 15%

Within these categories of workload the City Budget Officer
established the allocation factors for each utility on an
annual basis.

The City Budget Officer analyzed the final agendas
of 8 City Council meetings in "different months of 1974 to
establish the percentage of agenda items relating to each
utility. The charges to each utility for the workload of
Mayor and City Council relating to personnel functions were
expressed as a percentage of the projected authorized posi—
tions for each utility in relation to the total authorized
positions for the City. The charges for the maintenance and
operations budget and for the capital improvement program
were expressed as a percentage of each utility™s budget in
relation to the entire maintenance and operation budget
and capital improvement program for the City. These per —
centages were weighted and applied to the actual 1975 ex—
pense of this department by the Controller Division.

In addition, each utility was charged ?£00 as

its cost for the expenses of its advisory board. These
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lay boards met monthly, and their members were paid a
small stipend. The determination of these charges was
made by taking the total amount of monies expended to the
City boards and commissions and dividing it by 20. (There
were 20 advisory boards.)

This department has undergone substantial change
as a result of unification, and Exhibit 3 illustrates the
separation of the Assembly from the Mayor/Manager Depart-
ment for interfund purposes. The appropriateness of the
workload categories and the accompanying allocation factors
for each utility should be examined for the 1977 budget year.

CITY .MANAGER

The calculation of interfund charges for services
provided by this department to the utilities was the respon—
sibility of the City Eudget Officer. The allocation of
workload was made to the identical categories as those 1in
the Mayor and City Council Department. The percentage of
time allocated to those categories varied slightly. The
reason for this was that the personnel within this department
were asked for their evaluation of time spent on work relat—
ing to these categories. The judgment, of the City Eudget
Officer who had spent five months as Assistant City Manager,
in addition to his observations of work sessions and City
Council meetings, was also a criterion.

VJithin each category, (agenda related activities,
personnel functions, maintenance and operation budget, and
capital improvement program) the percentage of workload for
each utility was calculated in Die same manner as for the
Mayor and City Council. The actual expense to each utility

was calculated bv the Controller Division who applied the
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weighted percentage to the actual expense of the City Mana—
ger®s Office less the dollars attributable for rne admin—
istrative assistant and secretary whose specialised tasks
had provided no service to the utility.

In 1975 the expense of this department included
the functions of labor Relations Specialist, Equal Employ—
ment Officer and Public Information Officer. It should be
noted in the budgeted interfund charges for fiscal year 1976
that some of these functions have been removed from this
department and the City Manager 1is combined with the Mayor.
An evaluation for the 1977 budgeted interfund charges will
be necessary for this department.

The City Budget Officer gave testimony that a time
study had been attempted for this department but was not
successful because the personnel did not accurately or
adequately fill out the time sheets. Time cards were also
proposed at one time for the Mayor and City Council but this
idea was rejected.

INTERNAL AUDIT

Tm: calculation of interfund charges from this de—
partment was the responsbility of the Internal Auditor
working with the City Budget Officer. The actual interfund
charge to the utilities was calculated by multiplying the
actual auditor hours spent on each utility by the predeter —
mined cost per hour. The hourly charge was based on the
salaries and overhead of the department as outlined in
Exhibit 6a. Testimony was received that the hourly rates
charged by this department are readjusted as personnel

changes and pay increases for .Municipal employees take
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effect. Exhibits showing that substantially higher costs
would be 1incurred if these services were purchased outside
the Municipality were provided. The Internal Auditor, who
calculates the actual charges of this department, has an on-—
going workload and is able to estimate with accuracy his
charges to others for budgetary purposes. He also -works
with staff of various departments to help determine his
costs based on their needs.

COMMUPITY PHOMOTION

The calculation of interfund charges from this
department were performed by the Public Information Officer
and the City Budget Officer on the basis of two costs: one,
the ccst of membership to the City in the Alaska Municipal
League and the Alaska Chamber of Commerce and, two, the
space distribution in the 1974 annual report.

The determination of each utility®"s cost for the
Municipal League and Chamber memberships was allocated on
the ratio of the number of employees per utility to the
total number of City employees. The allocation for space in
the annual report was expressed as a percentage of each
utility"s space 1in relationship to the entire cost of the
c.nnual report.

Testimony was given that through an inadvertent
error the cost of the membership fees was not interfunded
for the 1975 test year. It is the intention, however, of
the Municipality to allocate the expense of these memberships
in the future. In addition, the Municipality has decided
to discontinue the publication of the annual report after

1975.
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CITY CLERK ADMINISTRATION

The calculation of these interfund charges was the
responsibility of the City Clerk working with the City
Budget Officer. The services provided by the City Clerk to
the subject utilities in this docket are the costs incurred
Ly the Clerk®s Office in providing services to the utility
advisory boards and commissions. These services 1include
recording secretaries, transcribing minutes, overhead,
mailing, etc. The actual charge, calculated by the Con—
troller Division, was based on 1/20 of the total cost of
providing services to all of the City boards and commis—
sions. There was testimony that in the future these charges
will not be interfuncec. but will be services provided 1in—
ternally by each utility.

CITY CLERK - RECORDS RETENTION

The calculation of these interfund charges was the
responsibility of the City Clerk working with the City
Budget Officer using their previous experiences in providing
the service of microfilming records of various departments.
The actual charges were for the services received, and the
cost was determined on an hourly charge based on salaries
and overhead. The form for a participating department to
request microfilming was provided as Exhibit 32. Time
sheets were kept by the personnel in this department for the
calculation of the actual cost. When budgeting for this
service, a utility would consult with the City Clerk,
Records Retention personnel to determine, based on the re—
quested work, what the projected costs would be. It is
noted that for the test year 1975 there were no charges to

;»v;U and very minimal charges to ATU and MLFiP.
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CITY ATTORNEY

The calculation of these charges was the respon—
sibility of the City Attorney working with the City Budget
Officer and the actual charges were calculated by the Office
of the City Attorney. A retainer was charged to each util—
ity and the Port as its portion of the maintenance of the
City Attorney"s files, refererce library and overhead. It
should be noted that there was no retainer allocated to the
general government departments. The attorney time was allo—
cated at $60 a billable hour, for the year 1975; each attor —
ney kept a record of his workload attributable to the util—
ities. Testimony was given that at the present time and
for the test year 1975, there was no form for the attorneys
to fill out, and 1in some instances time keeping was noted
on desk calendars and 1in other inappropriate ways. Various
expenses associated with litigation were allocated to the
appropriate utilifv. Th . City Budget Officer stated in the
event of a monetary award by the Courts in. favor of a util—
ity those monies were directly apportioned to that utility.

IT a utility would contract with an attorney out—
side the City Attorney®"s staff, the cost associated in this
matter would be billed directly to the utility.

PROPERTY MANAGEMENT

The calculation of interfund charges by this
department was done by the Property Management Officer
working with the City Budget Officer. This division 1is the
Office, of Record for all real property including rights-of-
way, buildings and any non-movable equipment that 1is Munici-

epal property.



A retainer was charged to each utility and the
general government unit which covered the salary, benefits
and space allocated to the Records.iClerk. The volume of
records kept for each utility and general government unit
was a factor taken 1into consideration in determining the
retainer. The retainer was 1instituted by the City Attorney
in 1974, when Property Management came under his supervi—
sion. It is now separate and the reasonableness of the
retainer should be re-evsluated.

The actual interfund charge was tne budgeted
retainer plus the actual charge of $17.50 an hour for apprais
ing and right-of-way land acquisition. The hourly cost was
based on an analysis by the Internal Auditor of the salary
and overhead 1in this department. The Property Management
Officer and the Controller Division calculated the actual
charges.

The Municipality provided through Exhibit 1lla
comparable hourly costs of independent appraisers. The
charge by the property management division to each utility
was significantly less than the cost charged by an inde—
pendent appraiser.

ADMINISTRATIVE SERVICES, ADMINISTRATION

The calculation of these charges was the respon—
sibility of the City Budget Officer 1in 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.

Their workload was analyzed by the City Budget Officer



utilizing his best estimate and expertise based on the

time these individuals spent on utility matters in four
areas: current operating budget; existing capital improve—
ment program; projected bond sales; use of the computerized
accounting system. The actual charge, calculated by the
Controller Division, was determined by applying the weighted
percentages to the actual 1975 expense of this department.
The actual charges for 1975 were less than the budgeted
amount. The reason given was that vacancy factors were
greater than budgeted, so the interfund charges were ad-—
justed backwards on the basis of the calculated weighted
percentages. The personnel of this department review their
work load annually with the City Eudget Officer to determine
the percentage of time spent on utility matters.

This department 1is the Office of Management and
Eudget for the 1976 budget year.

CONTROLLER

The calculation of the interfund charges of this
department, which was the general accounting arm of the City,
was the responsibility of the Controller and staff working
with the City Budget Officer.

Three categories of costs are analyzed to deter —
mine the percentage of time spent on utility matters. The
first category, regular charges, (accountants®™ time 1in
the general accounts payable category), allocated its costs
for the 1975 test year based on desk audit time studies
performed over a one month period. The Controller selected

the time period and both daily and hourly time studies were
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performed. Exhibit 13a was provided, which was the desk
audit time sheets for November 1974. The employees were re—
sponsible for interpretation of workload and filling out

time sheets.

The second category was the payroll system. The
allocation factors for each utility were arrived at by
determining, through desk audit time studies for a month and
an analysis of payroll transactions for each utility, the *
workload for each utility expressed as a percentage of the
total workload of this division.

The third category was the financial management
system (FI1S), and these costs were allocated on the basis of
desk audit time studies over the same monthly period along
with an analysis of the FMS transactions for each utility.
This included computer machine time that the Controller used
for each utility 1in addition to those charges allocated
directly by the data processing department through the
interfund process. The weighted average of the allocation
percentages 1in each of the three categories, regular charges,
payroll systems, and F.MS was applied to the actual 1975
controller expense, and calculated by this department.

TREASURY

The calculation of the interfund charges of this
department was the responsibility of the Treasurer and staff
working with the City Eudget Officer.

The Treasury was responsible for the receipt and
custody of all funds for the City, 1including utility monies.
The Treasurer, supervisor of tins department, was respon-—

sible for the investment of all funds 1including utility bond
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funds and handles all street and water assessments. Ex —
hibit 30 was provided to show the monthly reports made by
rhe Treasurer 1indicating the status of all cash and invest—
ments of the Municipality.

There are three sections under the Treasury De —
partment: Receipts and Custody, Parking Violations and
Assessments. The Treasurer made the determination that half
of the administrative expense of this department be allo—
cated as overhead equally to these three sections. This
allocation became a part of the costs of service provided by
each section.

Charges to each of the subject utilities for ser—
vices rendered by the Receipts and Custody Section were
based on a one week time study in 1974 1in which the indiv—
iduals working 1in this section performed a physical count of
transactions handled. A sample of the time sheet was not
available because of the relocation of this department and
the disposal of these records. The actual expense to each
utility was expressed as a percentage of the total cost of
processing all transactions by this section.

Parking Violations did not affect any of the
subject utilities.

The allocation of the Assessment section interfund
expense was also based on a one week time study in 1974 of
those individuals working 1in the section based on the number
of hours spent on each assessment problem. It should be
noted that the only utility requiring these services .is AV7U.

The actual interfund expense of the Assessment Division was
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expressed as a percentage of AWU-‘"scost .in relation to the
entire cost of this section.

The remaining half of all interfund expenses of
the Treasury Department was allocated to each utility and
the general government unit based on their average equity
in the investment accounts during the two months prior to
the 1975 budget preparation. This was expressed as a per —
centage of the total equity investment of the City and
applied by the Controller Divisionto the actual costs of
this department.

For the 1977 budget, the sewer utility will have
substantial impact on this department. Also, testimony was
received that many different funds will be handled by this
department as a result of unification. The methodology used
to determine interfund charges for this department needs re-
evaluation 1in light of unification.

PRINT SHOP
The calculation of the interfund charges for this

department was the responsibility of the utility managers

working with the City Budget Officer, and actual charges were

computed by the Print Shop Supervisor in accordance with the
Print Shop Prices provided as Exhibit 15a. These prices
were based on salaries and overhead.

It should be noted that there was over a 400% in-—

crease in the budgeted and actual amounts interfunded in this

category for ATU and AWU in 1975. Testimony was given that
the probable reason for this was that ATU ordered a series
of new forms, having used up forms that had been purchased

from an outside supplier. As a result the 1initial cost was
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siderably greater than a normal year®s usage. A price sheet

from Ken V7ray®s Print Shop substantiated the fact that the

Print Shop prices are anywhere from one-third to over 100%

less than the same service offered by a private business.
COURIER AND KAIL

The calculation of the interfund charges of this
department was the responsibility of the City Eudget Officer
and actual charges were computed by the Mail Room Clerk and
the Controller Division.

The allocation factor used to determine the amounts
budgeted to each utility was based on an analysis of the
current courier schedule (1974). The number of courier
stops which served each utility was expressed as a percent—
age of the total amount of stops. This percentage became
each utility"s allocation of the actual costs of this de—
partment .

It should be noted that for 1975 ATU received no
service from this section because the demands of this util—
ity became sufficient to justify hiring 1its own employee to
provide this service. Testimony was given that the minimum
amount of times the courier serves ML&P and AWU was four
times daily.

The mailroom charges were the result of joint
utility mailings (not customer billing) and were minimal.
Each utility has its own postage machine so these charges
are no longer interfunded.

INSURANCE AND CLAIMS (RISK MANAGEMENT)
The calculation of the inter fund charges for this

department was the responsibility of the Insurance/Clainms
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Officer working with the City Budget Officer. The alloca—
tion of these charges was based on two categories: claims
activity and insurance activity.

The actual cost of processing claims filed against
the City was calculated on a cost per claim basis and
charged to the appropriate utility, A quarterly report was
made indicating the number of claims filed against each
utility and the general government unit, the total expense
of processing those claims and the calculation of charges to
each utility. Exhibit 17a detailed the 1975 claims against
each of the subject utilities and provided work sheets used
to determine the cost of each claim based on this department®s
overhead to process these claims. It was emphasized that
this charge 1is only to process claims and does not reflect
payment to any third party.

The cost of providing- insurance coverage to the
various utilities during 1975 was allocated by weighing the
type of insurance and coverage Tfor each utility. Testimony
was given regarding the diversified needs and numerous
kinds of insurance needed by the utilities and the general
government unit. It is apparent that this 1is an extremely
complex subject. The judgment and experience of the In—
surance/Claims Officer (Risk Manager) was the basis for the
percentage of interfund charges allocated to each utility
for insurance activity. The actual amount interfunded to
ATU 1in this division doubled for the year 1975. The reason
for this substantial increase was the requirements by OSHA
to establish a safety program which heretofor was in the
Personnel Department. The costs of this Safety Section were

interfunded on the basis of the number of authorized positions
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within the utility and general government unit and the
percentage applied to the actual expense of this Section.

The Municipality has undertaken a self insurance
program 1in some areas which 1is not reflected in the 1975
test year. There may be a decrease in expense related to
insurance coverage but this will be offset by an increase 1in
the expense of the claims activity. It will be necessary to
re-examine the interfund charges 1in this division because of
this new undertaking.

PERSONNEL

The calculation of the interfund charges by this
department was determined by the Personnel Director and
staff working with the City Budget Officer.

The allocation factors established for 1975 budget
purposes were determined by a two-step process. The cost
for employee/labor relations, records, and sarety training
was allocated based on each utilities percentage of the
total employees in the City at the time the budget was
prepared. The Safety Section was transferred to Risk Manage —
ment thereby reducing the actua] cost of this service.

The recruitment and classification costs of this
division were allocated on the total number of classified
employees in each utility expressed as a percentage of the
total number of City classified employees at the time the
budget was prepared. The actual expense to each utility,
computed by the Controller Department, was determined by
applying the weighted average of these two percentages to
the actual 1975 expense of this department.

DATA PROCESSING
The calculation of the interfund charges by this

department was prepared by the Data Processing Manager and
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staff working with the City Budget Officer. The actual
charges were computed by the Data Processing Manager and
staff.

The Data Processing Department was responsible for
computer time and the personnel to analyze, program, key-—
punch, if necessary, and maintain the computer programs.
Testimony was given that there 1is presently no unused com—
puter time; the machine is running beyond capacity and is m
working 24 hours a day, seven days a week. The Municipality
is also utilizing mini-computers during the current year
(1976) and 1is considering the purchase of a larger computer.
No attempt had been made by the City, prior to unification,
nor the present Municipality to contract for these services.
The 1975 budgeted expenses were calculated by the computer
on the basis of man months and projected cost estimates to
accomplish the workload each utility requested. The actual
expense was based on computer time utilized during 1975 and
was calculated by a special built-in program designed for
that purpose. The employees of this department kept time
sheets (Exhibit 31) tracking their workload and assessing
the proper utility. The hourly rates charged by this de—
partment for various data processing personnel were provided
in Exhibit 19B.

Testimony was given on the plans for merging the
computer systems of the former City and Borough and a pos—
sible purchase of computers as opposed to present leases.
January 1977 1is the target date for an integration of the
two accounting systems, and this will dictate a re-evaluation

of the charges for this department®™s services.
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companies had increased 88% from 1970 to 1974 oiphine times
the rate of increase of the natural ces industry. Based on
the u.ncontroverted evidence presented bv AGAS, the Commis-
sion will allow use of a year-end rate base.

Staff testified that- AGAS is currently in the pro-
cess of developing continuing property records {CPRs). At
the present time prooeréy records are maintained on a led-
ger card system. /ké 42.05.461 requires utilities with annual
revenues over/”~100,000 to utilize CPRs for plant records. It
will be incumbent on AGAS to achieve compliance with this
statutory obligation within the timetable prescribed by the

ifmssion.

There was general agreement among the parties
regarding the reasonableness and propriety of all components
of plant 1in service as proposed, with the exception of
property purchased from the affiliate, 3000 Spenard Corpo—
ration. At issue was the determination of the appropriate
value to be assigned to that property 1in the rate base.

AGAS has included the land in rate base at the sales price
paid to 3000 Spenard Corporation, which was based on an
independent appraisal performed 1in May 1974. The staff
proposed a valuation equivalent to the original cost to 3000
Spencrd Corporation with the possible capitalization of
certain costs for not more than two accounting periods

at the discretion of the Commission. Staff opposed the
inclusion of intercompany profits ir. the rate base and cited
a 1945 Supreme Court case as principal support for 1its
position. The burden of proof 1in this 1issue clearly resides
with AGAS, pursuant to 7S 42.05.511(c) which provides:

"(c) In a rate proceeding the utility involved
has the burden of proving that any written or un-
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written contract or arrangement it may have with
any of 1its affiliated interests for the furnishing
of any services or for the purchase, sale, lease
or exchange of any property 1is necessary and con—
sistent with the public interest and that the pay-—
ment made therefor, or consideration given, 1isS reason—
ably based, 1in part, upon the submission of satis—
factory proof as to the cost to the affiliated 1in-—
terest of furnishing the service or property and,
in part, upon the estimated cost the utility would
have incurred 1if it furnished the service or prop—
erty with its own personnel and capital."”
Additionally, AGAS has directed the Commission to the first
part of AS 42.05.411(b) for guidance:
"() In determining the value for rate making
purposes of public utility property used and use—
ful in rendering service to the public, the commission
shall be guided by acquisition cost or, 1if lower, the
original cost of the property to the person first
devoting it to public service,..."
The properties under consideration are situated in
Kenai, Eagle River, and Anchorage. The Anchorage property
is comprised of three parcels on International /".irport Road
designated as the Operations Center. Rental payments on the
former Operations Center on Spenard Road are also tangent-
ially relevant due to the timing of the transition from the
old to the new location. The dates and amounts of the
purchases and sales by 3000 Spenard Corporation and the
intervening rentals by AGAS are summarized on Appendix 1.
The principal business activity of 3000 Spenard
Corporation, the Alaskan subsidiary of Baldwin Properties,
Inc., a subsidiary of AKI, 1is property 1investment and dis—
position. The company 1is represented in Alaska by Vice
President Richard Barnes, who 1is als.o an officer and em-—
ployee of AGAS and APC. Mr. Barnestestified that he spends
between one to two pex*cent of his time on 3000 Spenard

Corporation responsibilities. The company®s current port—

folio of investments 1is an office building in Mew Orleans

U-75-95(7)
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and 25 parcels contiguous to AGAS®" office building. The
only property previously owned by 3000 Spenard Corporation
and not sold to AGAS was a 22 acre parcel on Kodiak. This
property was sold to a company which was concurrently ac—
quiring the assets of a former subsidiary of AKI, Burgess.
AGAS originally leased all the properties it
purchased from 3000 Spenard Corporation with the exception
of Parcel C on International Airport Road. A representative
lease agreement (Exhibit 47), dated January 1, 1969, between
the parties provided for a 15% return on the appraised
valuation with re-appraisals at 5 year 1increments during the
16 year term of the lease. The Chief Appraiser, State of
Alaska, Division of Lands, a witness for intervenors AKPIRG
and Jaqger testified that based cn his studies of the private
market, the market rate for lea.ses on bare ground with
appraisals at five year increments was currently 8% and was
in the 6-8% range in 1969. There was testimony that 1in late
1973, the decision was made by AGAS, pursuant to an unwritten
option or right of first refusal, to purchase the subject
properties from 3000 Spenard Corporation. As a result,
there was an informal agreement between the parties for
conservative rent escalation without re-appraisals for 1974
and for termination of the leases at December 31, 1974, by
mutual consent. In February 1974, 3000 Spenard Corporation
purchased Parcel C on International Airport Road. The
appraisals on which the sales prices were based were com-—
pleted in May 1974. Approximately 33% of the Eagle River
parcel was sold by 3000 Spenard Corporation to the State of
Alaska in October 1974, for ?48,000. The sale of the pro-—

perties to AGAS was consi mited in December .1974, timed to



coincide with the availability cf financing. Rents paid on
acquired properties were eliminated from the test year. The
land, site improvements, and transportation building at
International Airport Road were 1included 1in the rate base.
However, since the remaining buildings at that site were
completed after the end of the test year and were not incor—
porated in rate base, AGAS retained the expenses associated
with the Spenard Road Operations Center 1in its operating

expenses as a representative substitute for the new Oper —

ations Center. AGAS argued that this approach was conserva—
tive and thereby fair. The transition was completed in Kay
of 1976. It is the opinion of the Commission that the

treatment proposed by the utility 1is not unreasonable.

Section 511(c) of AS 42.05 establishes certain
tests for evaluating the reasonableness and propriety of
affiliated interest transactions. Property leases and sales
such as those under discussion must be necessary and con—
sistent with the public interest. Payments made therefore
must be based, 1in part, on the cost to the affiliated 1in-—
terest of furnishing the property and, 1in part, on the cost
the utility would have 1incurred if it had furnished the
property with its own capital.

AGAS argued that the cost to 3000 Spenard Corpora-—
tion of furnishing the properties was equivalent to the
price it would have received for the parcels from another
party at the time of the transaction, which, 1in turn, was
equivalent to the. cost AGAS would have 1incurred if it had
purchased identical or similar properties from a third party
eat that time. This definition of cost is not in conform—

ance with standard accounting nomenclature and would appear



to circumvent the intent of AS 42.05.511(c) to prohibit
excessive intercompany profits. Affiliated interest trans—
actions require the highest scrutinv by this Commission.
The interpretation proposed by AGAS would preclude such a
review. While the utility may argue that AG.AS would have
paid as much or more for similar purchases from non-affi—
liates, the fact remains that the sales between affiliated
interests offer to the common parent immediate benefits, in—
cluding favorable capital gains tax treatment of 3000 Spenard
Corporation®s profits, which mandate circumspection.

A review of the land activities and portfolio of
3000 Spenard Corporation 1in Alaska would indicate that the
company has functioned historically as a land agent for
AGAS. At least one parcel was rented to AGAS at the same
time as its purchase, and one parcel was purchased after
AGAS had apparently committed itself to re-purchase the
land. The Commission is not inclined to substitute 1its
judgment for that of management, but it is appropriate to
qguestion whether or not investments were 1incurred prudently
by a utility 1in exercising 1its responsibility to serve the
public. The timing and amounts of the land purchases cer —
tainly raise doubts. The staff has argued that intercompany
profits should be prohibited regardless of an assessment of
the degree to which an affiliated transaction was conducted
at arms length. Tt lias cited Colorado Interstate Gas Co. V.
Federal lower Commission, 334 U.S. 581, 65 S. Ct. 829, 89
L. Ed 1206 (1945), to support 1its position.

It is the determination of the Commission based on
the evidence presented on the record that the properties

purchased from 3C00 Spenard Corporation should be 1included

-75-95 (7)
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in rate base at the original cost to 3000 Spenard Corpora-—
tion. An allowance will be added to the base amount, where
applicable, for capitalization of the return, at the rate
established bv this Order, which would have been earned on
properties purchased 1in advance of being placed 1in service
for n reasonable period of time not to exceed two accounting
periods. The resulting valuations are detailed on Appendix
The original cost of plant in service 1is reduced
by the year-enc accumulated depreciation. The staff has
proposed an adjustment to the asset life of the headquarters
building from 20 to 33 years to conform with the deprecia—
tion rate utilized by AGAS for other structures and with
Internal Revenue Service (IRS). AGAS has argued that it is
inappropriate to make 1isolated changes 1in depreciation rates
without a complete depreciation study, which 1is scheduled to
be performed 1in the next year or so. However, if the Com—
mission approved the adjustment proposed by staff, it would
be equally appropriate to reduce the life expectancy of
communications equipment from 33 to 12 years as proposed
by AGAS. The staff concurred with this recommendation. The

Commission cannot overlook the obvious 1inequities 1in the

depreciation schedule as filed in the permanent rate request.

The Commission does not agree with AGAS"™ assertion regarding
itemized review and modification of the depreciation sched—
ule and will endorse both depreciation adjustments.

Another component of rate base proposed by AGAS 1is
a gas plant acquisition adjustment, less accumulated reserve
for amortization. Prior to 1967, the stock of APC was owned
50.415. by .AKI and 49.59? by Union-Marathon (U-M) . AKI had

Class A voting stock; U-M had Class B non-voting stock,

U-75-95 (7)
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Before Commissioners: Gordon J. Zerbetz, Chairman

September 5, 1979 executed by Kenai Utility Service Corporation

THE STATE OF ALASKA

THE ALASKA PUBLIC UTILITIES COMMISSION

Marvin R. Ueatherly

Carolyn S. Guess

Susan 1. Knowles

Stuart C. Hall
U-79-32

RDER NO. 4

ACCEPTING STIPULATION

The Commission will accept the Stipulation dated

and the Staff of the Commission, but subjects 1its acceptance

of this Stipulation to the following express conditions:

= D

2)

Kenai Utility Service Corporation shall file on or
before October 22, 1979 amended tariff sheets reflectin
the rates and rate design approved by acceptance of
this Stipulation;

Kenai Utility Service Corporation shall refund or
credit the accounts of those customers that have been

charged a rate on an interim basis that is in excess of

Service Ccrzoration shall file the time

(45 (9/26/79)



record of Mr. Covington for the calendar year 1980 with
it ; 1980 annual report to the Commission;

(5) Kenai Utility Service Corporation shall demonstrate to
the Commission by year-end 1980 that its continuing
property records exist in a form satisfactory to the
Commission.

IT IS SO ORDERED.

DATED AND EFFECTIVE at Anchorage, Alaska this 26thday of
September, 1979.

Stuart C. Kail .""Commissioner
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STATE OF ALASKA

THE ALASKA PUBLIC UTILITIES COMMISSION

4
Eefore Commi ssicner s: Carolyn S. Guess, Chairman
5 Marvin R. Weatherly
Susan m . Knowles
6 Stuart C. Hall
Diana E. Snowden
7
In the Matter of the Filing of
Tariff Revisions by PELICAN U-81-89
UTILITY COMPANY for Fuel Cost
10 Rate Adjustments at Sand Point, ORDER NO. 10
Alaska
T
ORDER GRANTING PERMANENT APPROVAL OF NEW FUEL SURCHARGE AND
13 ESTABLISHING THE CALCULATION FOR FUTURE SURCHARGE FILINGS
14
15 BY THE COMMISSION:
26 On December 2, 1981, in Order No. 1 of this proceeding,
17 the Commission suspended permanent approval of three fuel sur—
. charge filings, designated as TA20-230, TA21-230, and TA23-230,
19 filed by PELICAN UTILITY COMPANY (Pelco) for 1its Sand Point ser—
20 vice area. In that Order the Commission raised questions about
1 ~Pelco®s fuel purchase arrangement with an affiliated interest,
. I
b 29 Pelican Distributing Company (PDC), and the methods used in the
(]
C o
oa 5Q three filings to calculate kilowatt-hour (KWH) sales.
(7] 47 5
(%2}
EL: ) On the former matter, the Commission noted that 1in AS
c = 24
E c o
82;” :42.05.511(c) it is clear that a utility has the burden of proving
& 25
8 « ;that a purchase arrangement with an affiliated interest is neces-
o™ o~ 26
- < o sary and consistent with the public interest. On the latter
+ g‘; Z matter, the Commission®s concern centered on Pelco®"s subtracting
s 2c
L)f © five percent of 1its generation as a line 1loss to arrive at KWH
— 'S T o
P g e 29
e S 2 : sales. (A reduction 1in KWH sales causes an 1increase 1in the sur-
== %30
S o charge, and vice versa.) The Commission directed Pelco to reduce
S2%
a= "the billed surcharges to eliminate the effect of the five ocrccnt
8
e

U-81-89(10) (10/26/82)
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lrevenues collected. In addition, the Commission approved, on an
interim basis, surcharges recalculated without the five percent

reduction to KWH sales.

’ Subsequently, in Orders Nos. 3, 4, 5, and 8 in this pro-

Mceeding, the Commission granted 1interim refundable approval to

ufive other surcharges. In each of the latter, Pelco had calcu-
lated the surcharge without making a five percent reduction to 1its

"KWH sales. Order No. 6 noted that the Commission Staff (Staff)
il

tand Pelco had agreed that the five percent reduction should not be
Mmade to KWH sales. Thus, the remaining 1issue was the reasonable-
ness of Pelco"s fuel purchase agreement.

On December 28, 1981, Pelco filed an analysis to justify

its fuel purchase arrangement with PDC. The analysis calculated
*an annual expense to Pelco of $75,520 if the utility were to in-
stall and maintain its own tanks and fueling facilities. The
utility"s analysis was based on annual operating expenses associa-
ted with the purchase of fuel tanks, including a 15.7 percent Late
of return on the additional rate base, five-year depreciation

lives for the tanks, and a $1,200 annual maintenance expense
thereon.

The Staff analyzed this filing and noted that the cal-
culations and estimates provided were not supported but appeared
reasonable with the exception of the depreciation lives of the
tanks. Pelco estimated an annual depreciation exoense of $23,400
kase<3 on an original cost of the tanks of $117,000. Staff noted
that the shortest life to be used for storage tanks would be
20 years, which would mean an approximate S17,000 reduction to the
annual depreciation expense. In addition, Staff noted that the

-rate of return calculation of 15.7 percent was arestc-r than the

14.4 percent return recently approved for Pelco 1in Docket U-81-54.

>(10)
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This difference 1in return amounted to an approximate $2,300 dif—
ference 1in revenue, but Staff believed the difference was 1immate—
rial if the revenue requirement for the storage tanks was adjusted
for the depreciation expense reduction caused by the change 1in the
service lives of the storage tanks. Staff maintained that the
$17,000 depreciation adjustment, based on the longer life, was the
only appropriate reduction to the revenue requirement calculated
by Pelco.
Staff, therefore, calculated that the revenue require—
ment on the tank and fueling facility would be approximately
$58,250 ($75,520 - $17,000). After review of the present differ—
ence between the price PDC pays for its fuel and the price PDC
charges Pelco, Staff concluded that the utility had provided orima
facie evidence that there would be no significant difference be—
tween (a) a total revenue requirement for Pelco including costs of
fuel purchased from PDC and (b) a total revenue requirement in—
cluding the utility"s costs of installing and maintaining its own
tanks and fueling facilities.
However, Staff did believe that a serious potential
problem existed concerning the price of fuel to be used in future
UFCRA filings. In particular, the method by which PDC calculates

the dock price and Pelco"s revenue requirement on the tank facil-
tity cannot be reconciled in determining a reasonable cost justi—
fication for future rate proceedings.

i
Pelco 1is billed by PDC at a variable rate above the

i

%Chevron price billed to PDC. The PDC price to Pelco (the dock
price) 1is 25 percent above the Chevron price to PDC less 15ff per
gallon. However, the gallons consumed vary from period to perLod.
IFor example- in a recent surcharge filing, TA35-230, Pelco showed
an annual fu?l consumption of 465,454 gallons. In the test year

(19S0) wused to calculate the revenue requirement 1in U-SI-54, the

yearly fuel consumption was 516,049 gallons. Thus, the actual

-81-59(10)
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annual expense to Pelco associated with 1its purchase of fuel from
PDC varies. The expense increases with both lincreases m con-
sumption and 1increases in the per-callon price of fuel.

In effect, what 1is happening 1is that there 1is a fixed
cost (Pelco: $75,520; Staff: $58,250) associated with installa—
tion of the fuel tanks, but PDC1s revenue 1is based on a variable
reimbursement (the product of 25 percent of the Chevron price less
15b per gallon multiplied by the gallons sold). The yearly ex—
pense associated with Pelco®"s installation end maintenance of the"
tanks will not change significantly from year to year, but the
revenue received by PDC may change significantly based on the
price and amount of fuel purchased by Pelco. The annualiaea reim-—
bursement to PDC on the basis of the recent surcharge filing,
TA35-230, 1is $52,131. This amount 1is based on a dock price of
11.2d per gallon above the Chevron price (11.2b per gallon price
differential times annual fuel consumption of 465,454 gallons
equals $52,131).

Staff advised the Commission of three alternative solu-—
tions for dealing with this problem. The first alternative would
be for PDC to charge (interfund) Pelco a flat yearly expense asso—
ciated with the tanks and charge Pelco the same fuel price per
gallon that PDC pays Chevron. This solution would necessitate an
adjusted revenue requirement and a change 1in the base price of
fuel for surcharge calculations.

A second alternative would be for Pelco to install the
tanks and purchase fuel directly from Chevron. As in the alterna—
tive above, an adjusted revenue requirement would have to be ca"i -
culated.

A third alternative proposed by Staff would he to allow
PDC to continue to use the present method of determining 1its or ice

to Pelco, and Pelco would be required either to install the tank
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farm or to interfund an annual expense 1iIn its next revenue re-
cuirerr.ent application presented to the Commission. Under the fuel
price to Pelco from PDC which 1is reflected 1in TA35-23Q, the util-
ity aopears to be paying PDC less than it would cost Pelco to in-
stall and maintain 1its own fuel tanks. Staff recommended that 1if
this alternative were adopted, a ceiling of 12_.5f per gallon
should be placed on the differential between PDC ™ price to Pelco
and the Chevron price to PDC. The 12.5~ per gallon figure was
calculated by dividing the cost of 1installing and maintaining the
fuel tanks by the annual fuel consumption reflected 1in TA35-230
($58,250 divided by 465,454 gallons equals 12.5pf per gallon).
This ceiling would protect the consumer if the price of fuel were
to increase. Under this alternative, Pelco would not have to re-
calculate the base price of fuel and would be allowed to continue
its present surcharge computation until FDC"s price to Pelco ex-
ceedeo the Chevron price by more thai. 12 Opi per gallon. If the
price charged Pelco by PDC exceeded the Chevron price by more than
1 2 . per gallon, Pelco would calculate the current fuel cost as
the Chevron price plus 12.5f per gallon.

Staff expressed 1its belief that the third alternative
was the most practical solution. Pellean®s customers would be
protected by the 12.5"~ ceiling discussed above, and 1in the next

permanent rate proceeding the utility would have the option to

adopt an interfund or to install and maintain 1its own fuel tanks,

[ The Commission concurs with Staff"s analysis and be-

lieves that Pelco®"s present method of calculating fuel surcharges
should be used unless the price charged Pelco by PDC exceeds the
Chevron price by more than 12. 55f per gallon. In that case, the
maximum current- price used 1in the surcharge calculation will be
the Chevron price per gallon plus 12.5£ per gallon. In its next

permanent rate relief rc-auest Pelco either should file its revenue



an appropriate yearly interfund between PDC and Pelco to reflect

I!the fuel storage service provided by PDC.

3 1],I'HE COMMISSION FURTHER FINDS AND CONCLUDES:
. 1. The fuel surcharges previously approved on an 1i.n-
terim basis 1in this proceeding should be allowed on a permanent
N  basis.
2. Pelco should be allowed to continue 1its present
i1method of calculating the current cost of fuel 1in surcharge
° 1fi|ings unless PDC®"s price to Pelco (the dock price) exceeds the
il
.Chevron price by more than 12.5,d per gallon. Then Pelco should
1!
i l-calculate the current cost as the Chevron price per gallon plus
= 12. 5pf per gallon.
33 3. In conjunction with its next rate filing, Pelco

14 either should 1install the tank farm and include it 1in Pelco"s rate
13 base or should 1interfund an appropriateannual expense associated

a6 with use of the PDC tank farm. *

27 ORDER

IB THE COMMISSION FURTHER ORDERS:

19 1* The fuel surcharges previously approved on an

20 interim, refundable basis 1in this proceeding for the Sand Point

21 Division of Pelican Utility Company are approved on a permanent

0

£ 22 basis.

Al

W 23 2> Pelican Utility Company shall continue to calculate

ern

c -h 24 its fuel cost rate adjustment surcharges for its Sand Point Divi-
S L

Co 25 sion in the same manner as previously calculated unless the dock

oy

Pl 26 Price exceeds the Chevron price to Pelican Distributing Company by

0 rsl

1 "i~>jl2.5d per gallon. If the price to Pelican Utility Company exceeds
C r% I
- < rv the 12.5p per gallon limit, the allowed price shall be the Chevron
Mk
C P c¢c ™ orice plus 12.5d per aslion,
a o0
> Sf ,n . 3. In its next permanent rate relief request, Pelican
r —aw
Iz Lo _ L. . ,
% ) c Utility Company - Sand Point Division either shall install the
< - -

tank farm and 1include it in rate base or charce an appropriate



annual 1interfund expense from Pelican Distributing Company to
Pelican Utility Company - Sand Point Division for use of these

fuel storage facilities.

DATED AND EFFECTIVE at Anchorage, Alaska this 26th day of Octo—
0 ber, 1982.
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increased by $83,124 to $9,430,369 to reflect the 1increa.s"e®
S
in purchased power costs to $.016705 per KWH. (Exhibit 13).
Staff reviewed the utility"s expenses and adjustments

and found them reasonable and proper with one exception, dereg—

ulation expense. MEA accumulated the total cost of $36,600 for
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the deregulation election
$15,982 and other expenses

the labor cost component

of $20,618.

in two subaccounts,

represented a normal

which should be expensed ”in the current period.

the remaining costs/<5ver
of increasing MpA~s pro forma operating

$9,447,510 including the

/

additional

increment of

recurring

labor costs of

Staff amort

a two-year period with the net resu

wholesale

power costs per Exhibit 13 with which Staff concurred. The

utility did not object to Staff-"s

;pense.

MVCAC suggested three specific

operating expenses.

utility"s contributions

$1,000 during 1980,

This section of the Commission®s

First, the intervenor

should be disallowed

pertinent part that:

treatment

to Susitna Power

governing

No rate may 1include an allowance

political

except for reasonable amounts

(1) energy conservation

(2)

3)

(4)

contributions,

or public
spent for

public information

more efficient

of deregulation

stated that the

Now, whi

under AS

ch totalled

42.05.381.

statute provides

for cost.s of

efforts;

relations

designed to promote
use of the util
facilities or services
the physical plant of the util

informing shareholders

a cooperative of meetings

and encouraging

or to p

and menm

attendance; or

emergency situations to
under the circumstances

the commission

for

good
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Second, MVCAC argued that deregulation expenses
should be reduced by $5,305 (Exhibit 3) for advertising expenses
which it also believed were 1in violation of AS 42.05 .381. The
consumer group further recommended that no future deregulation
elections "be funded without a petition of 20% of the member-
ship prior to any future expenditures by MEA."™ (T-7, p. 2).

Third, MVCAC averred that the savings experienced by
MEA for reductions in 1its premiums for property and liability
insurance should be passed on to the ratepayers as a reduction
in operating expenses. The cost of property insurance coverage
was reduced by $2,745 per Exhibit 2 and of liability insurance
coverage by $81 ($75,217 minus $74,980 times 29 percent).

The Commission concurs with Staff"s recommendation
that the 1labor component of the deregulation election costs be
fully expensed in the test year, since it is an ongoing oblig-
ation of the utility.

The Commission also believes that expenses for ad-
vertising MEA"s position in the deregulation election in 1980 -
- both 1in newspapers a;d on the radio -- should be disallowed.
An examination of the text of advertising placed by MEA Board
and management in the newspapers circulating in the MEA service
area during the course of the election reveals numerous false
statements and errors of both fact and law. (Exhibit 3). For
example, one appearing in the Chuqiak-Eaqle River Star on Sep-
tember 18, 1980, stated that even if economically deregulated,
MEA still would "be fully regulated by REA™ and that the "REA
will reijulate rate adjustments.” That statement 1is false and
misleading. As MEA®"s management is aware, the REA does not pass
cn the reasonableness and propriety of the rates MEA or any

other electric cooperatives charge for electric energy. As the
utility®s "banker"™, REA"s sole interest is whether the revenue

MEA earns from 1its rates is sufficient to pay back the 1loans
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made to MEA for construction projects and expansion of its
services. Another ad asserted, without 1listing any examples,
that the Commission was "less sensitive to local economic con-
citions than the MEA Board"™ and that APUC regulation did not
permit MEA "to carry out the stated preference of its members
regarding rate adjustments, that of smaller incremental rate
changes." That, too, 1is false. The MEA Board determines when
that utility"s rate filings are made. Obviously the less fre-
quently rate increases are requested, the larger the percentage -
increment is apt to be. Moreover, the MEA General Manager ad-
mitted under cross-examination that he ordered the MEA drafting
department to "reconfigure"” the standard artwork of the cari-
cature symbol (an animated electric plug) supplied by the
National Rural Electric Cooperative Association (KRECA) to mem-
ber cooperatives for the deregulation election campaign in the
election. Thus, 1in the"display advertisements 1in question, the
caricature appears swinging a baseball bat at alleged "unnec-
essary regulation” (Valley Sun, Eagle River Sun, Frontiersman,
Chugiak-Eaqle River Star); using a pair of shears to, presum-
ably, eliminate "red tape"™ (alley Sun, September 16, 1980);
painfully straining to obtain release from an animal trap
(Chugiak-Eagle River Star, September 4, 1980); and removing a
ball and chain (Valley Sun, Eagle River Sun, Frontiersman.
Chuaiak-Eaqle River Star, Anchorage Times, Anchorage Daily News).
In short, the Commission believes that the misleading text of
the so-called "Pro"” and "Con" arguments that appeared 1in the
display advertisements, as well as the doctored caricature, un-
fairly weighted the advertising campaign in favor of the MEA
Board®s position on deregulation. The entire MEA-sponsored
campaign lacked the fairness and balance surely contemplated by

the Legislature under AS 42.05.712.
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For the foregoing reasons the Commission will allow
the expenses essential to the mechanics of conducting the
election, e.g., ballot printing, mailing and tabulation, but
believes the expenses of $5,305 associated with MEA®"s adver—
tising campaign should be rejected. The balance of $15,312 in
other deregulation expenses will be amortized over two years in
equal annual 1installments. The two-year period appears reason—
able inasmuch as AS 42.05.712 allows a utility to conduct
deregulation elections at two-year intervals.

MVCAC has suggested that a petition of 20 percent of
the membership be required prior to the cooperative expending
funds on any future deregulation election. The Commission
believes this recommiendation would posit an unreasonable impedi—
ment to operation of the law governing deregulation elections.

In particular, the Commission notes that the numerical threshold
proposed for spending funds 1is higher than that established
under AS 42.05.712(b) for a quorum or deciding vote 1in the
election. While it cannot adopt MVCAC Recommiendation No. 5,

the Commission will continue to monitor the amount and scope of
deregulation expenses to assure their reasonableness and pro—
priety.

MVCAC"s argument to disallow the utility®"s contri—
butions to Susitna Power Now is rejected without prejudice to
its resubmission. There 1is virtually no evidence on the record
with respect to the appropriateness of this expenditure, and it
would be improper to base a decision solely on general awareness
of the environmental and economic debate surrounding the Susitna
hydroelectric project. The Commission also recognizes that
this 1issue affects other utilities and therefore, believes that
it should be considered with the benefit of a fully-developed

record.

U-81-32(3)
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DISSENT OF SUSAN M. KNOWLES, COMMISSIONER

I dissent from the decision of the majority with
respect to the disallowance of £5,305 for advertising expenses
associated with the deregulation election.

The 1i1ssue of the reasonableness and propriety of the

amount and amortization period for deregulation expense 1is an

issue of Tfirst impression before the Commission. 1 is also a
matter of some sensitivity in that the Commission m. erform
its oversight responsibility without 1inhibiting, or ai. ing

to inhibit, the deregulation option allowed by the Legislature
in AS 42.015.712.

It is apparent that MEA 1incurred substantial expenses
in the course of publicizing and administering 1its first
deregulation election. In addition, Jlegitimate questions have
been raised with respect to the objectivity of the copy used
for advertising the deregulation issue and the election.
Nonetheless, disallowance of all or a portion of this expense
involves a subjective assessment which 1 find difficult to
justify considering both the record and possible infringement
of rights under AS 42.05.712.

Given the facts and circumstances 1in the 1instant *
case, | would allow the full depreciation expense but extend
the amortization period to three years to recognize both the
extraordinary costs associated with this 1initial election and

the questionable reasonableness of some expenditures.

U-s2-72 (3) - 'iU-vnt
r.ice 1 of 1
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submit procress reports on a quarterly schedule, or sooner/if
substantive developments occur with respect to the gas”supply
contract negotiations. Further, once negotiated -the contracts
themselves should be submitted to the Commiss}on fcr approval.

3. Continuing Property Records ngtem. Upon review of
this utility"s prior rate proceeding, /tne Commission finds that
ENSTAR has not complied with the directive 1in U-75-95(7) in which
the Commilsion ordered the utility to institute a continuing
property records (CPR) sys?ﬁm as required by AS 42.05.461, on or
before September 30, 1979. Despite the failure of ENSTAR ec
comply with the Commis;ion's prior order, the Commission perceives
that the wutility no'w intends to proceed 1in good faith. According-
1)*/ the Commission accepts as reasonable the utility"s estimate of
one year to complete 1its new CPR system. ENSTAR will be required
to institute the CPR system not later than October 31, 1S83.
Staff/will then be required -to review the CPR system to assure its
co;?pliance with the statute and to report the results of that

eview to the Commission

Management Fees Paid to Parent Corporation®) The
Commission finds that ENSTAR has not fully met its burden of proof
that the intercompany management fees paid to its parent corpora—
tion are just and reasonable. However, the Commission believes
that the amount actually paid during the test year 1is not unrea-—
sonable when compared to the figures approved 1in the last perma—
nent rate case wherein a more exhaustive audit was conducted by
Staff to verify this expenditure. For this reason, the $611,000
in intercompc:ny management charges will be accepted for purposes
of this proceeding, but the acceptance will be conditional wupon
the requirement that ENSTAR submit by April 29, 1983, a new, more
auaitable concract for Commission approval. The Staff should the

file a report with the Commission providing 1its criticisms or

suacest ions for changes 1in the contract formula.
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5. Advertising Expenses, yjpon review of the
and evidence on FFTe TeccTrd, the Commission finds that the expenses
associated with ENSTAR®"s sponsorship of public television program—
ming are clearly and appropriately categorized under the Commis—
sion™ regulations as "good will advertising.” While this aspect
of ENSTAR"s advertising 1is reflective of a laudable civic commit—
ment, nonetheless it also reflects the utility"s desire to enhance
its public image. Furthermore mis expenditure does t into
one of the allowable public relations expense categc:
scribed in AS 42.05.381(a). Accordingly, $30,296 1in at sing
expenses should be disallowed for ratemaking purr- ;pressly
provided under AS 42.05.351(a) and 3 AAC 50.500.

. 6. Lobbying ExoensesT~lAlthough the Comm. ~n recog-
nizes that there may be 1instances 1in which a utility p ceiv s
that certain congressional or State legislation 1is not 1in its best
interest, the Commission®s interpretation of AS 42.05.381(a),
particularly in conjunction with 3 AAC 50.500(a)-(c), its consid—
eration of the weight cf regulatory precedent, and 1its limited
intent as expressed in U-78-4 (33), collectively dictate that
$18,000 in lobbying expenses incurred during test year operations
should be disallowed. In addition to any legal vrestrictions, the
Commission observes that when a utility claims direct benefits to
its ratepayers as a result of lobbying efforts, the utility 1is
presuming to determine without the prior knowledge or consent of
its ratepayers what pending legislation is or is not beneficial to
them. Alternatively, even if the Commission were to determine th

appropriateness of a given lobbying effort on a case-by-case

basis, the Commission, in attempting to rule on the question of "
clc-ar showing of demonstrable benefits to ratepayers,”™ would be
required to offer judgments on such 1issues as: Is the Legislatur

(or Congress) acting wisely in changing existing laws? What type,

of proposed legislation should be defeated? Should a utility be

SSCRRSTU PI | Sl



1 reimbursed for meritorious but unsuccessful lobbying efforts? How
2 should legislation beneficial to one utility®"s ratepayers but

3 detrimental to others be treated?, etc. In sum, even 1if the Com-
4 mission were to artfully circumvent the statute (AS 42.05.381(a))
5 ana disregard 1its own regulations (3 AAC 50.500 ), the fact th it

6 the Commission would be required to render such subjective and

7 judgmental decisions with respect to direct ratepayer benefits

£ effectively relegates political 1lobbying 1in this and all future
proceedings as the proper expense of a utility ™ stockholders.

10 7. Rate Case Expenses. The Commission will allow

11 ENSTAR an upward adjustment 1in rate case expenses to $61,598

12 amortized over three years, on the bas.s of estimates founo rea-
13 sonable during the hearing, subject to the submission of doeumen-

14 tation to fully support all actual expenses at the end of both
/

15 this phase and the rate design phase of the proce;ding. Addi -

16 tionally, the Commission will allow the utility-the option of
n i t i a

17 requesting a further adjustment 1if documented rate case expenses
t - " /

18 for the rate design phase of this proceooina exceed the utility"s
8«s /
1 1S 19 projections. /"
o xHxr .
is" r 20 , 8. Treatment of $3.2 Million Line of Credit. Histori-

S -J © 21 <cally, the Commission has not permitted short-term debt to be
22 treated as a component of a utility"s debt capital structure.

23 Because ENSTAR has not offered any justification for changing this

Q 0 24 policy, the Commission believes that the $3,200,000 line of credit
g 25 should be deleted from(the cost of capital computation.

(0]
8 £ 26 9. Consolidated Federal 1Income Taxes. The Commissi-

w c3 27 reaffirms the policy previously articulated in U-75-95 (16) and

z 1ﬂgx228 Uu-78-4 (33) that'{he benefits which result from the filing of a
° y E §23 consolidated“1%deral income tax return must be shared eauitably
;j° 0 30 with the utility and its ratepayers. For the purpose of estab-
B lishiag the federal 1income tax allowance 1in cost of service, the
'V
foi (e-.ich Older )

4 of 11
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submit progress reports on a quarterly schedule, or sooner/if
substantive developments occur with respect to the gas/supply
contract negotiations. Further, once negotiated, tée contracts
themselves should be submitted to the Commission for approval.

3. Continuing Proper tv Records System. Upon review of
this utility"s prior rate proceeding, the Commission finds that
ENSTAR has not complied with the directive in U-75-95(7) in which
the Commission ordered the utility to institute a continuing
property records (CPR) system, as required by AS 42.05.461, on or

before September 30, 1976. Despite the failure of ENSTAR to

comply with the Commission®s prior order, the Commission perceives

/
that the utility/ﬁow intends to proceed in good faith. According-
ly/ the Commission accepts as reasonable the utility" s estimate of
/!
one vear tg/conﬁDlete its new CPR svstenm. ENSTAR will be recuired

to institute the CPR system not later than October 31, 1983.
Staff/will then be required to *eview the CPR system to assure its

compliance with the statute and to report the results of that

/feview to the Commission

Q ~"Manageroent Fees Paid to Parent Corporation”® The
Commission _inds that ENSTAR has not fully me . its burden of proof
that the intercompanymanagement fees paid to its parent corpora-
tion are just and reasonable. However, the Commission believes
that the amount actually paid during the testyear 1is not unrea-
sonable when compared to the figures approved in the last perma-
nent rate case wherein a more exhaustive audit was conducted by
Staff to verify this expenditure. For this reason, the $611,000
in intercompany management charges will be accepted for purposes
of this proceeding, but the acceptance will be conditional upon
the requirement that ENSTAR submit by April 29, 1983, a new, mere
auoitable contract for Commission approval. The Staff should then
file a report with the Commission providing 1its criticisms or

s.:-acestions for changes 1in the contract formula
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5. Advertising Expenses. ")upon review of the testimony
and evidence onThe record, the Commission finds that the expenses
associated with ENSTAR®"s sponsorship of public television program—
ming are clearly and appropriately categorized under the Commis—
sion"s regulations as "good will advertising." While this aspect
of ENSTAR"s advertising 1is reflective of a laudable civic commit—
ment, nonetheless it also reflects the utility"s desire to enhance
its public 1image. Furthermore, this expenditure does not fit 1into
one of the allowable public relations expense categories pre—
scribed in AS 42.03.381(a). Accordingly, $30,296 1in advertising
expenses should be disallowed for ratemaking purposes as expressly
provided under AS 42.05.281(a) and 3 AAC 50.500.

6. Lobbying ExpensgsT~~"Al though the Commission recog—
nizes that there may be instances 1in which a utility perceives
that certain congressional or State legislation 1is r.ot in its best
interest, the Commission®s interpretation of AS 42.05.381(a),
particularly 1in conjunction with 3 AAC 30.500(Ca)-(c) , its consid—
eration of the weight of regulatory precedent, and its limited
intent as expressed in 0-78-4(33), collectively dictate that
$18,000 1in lobbying expenses 1incurred during test year jperatior.s
should be disall._.wed. In addition to any legal restrictions, the
Commission observes that when a utility claims direct benefits to
its ratepayers as a result of lobbying efforts, the utility 1is
presuming to determine without the prior knowledge or consent of
its ratepayers what pending legislation is or is not beneficial to
them. Alter natively, even 1if the Commission were to determine the
appropriateness of a given lobbying effort on a case-by-case
basis, the Commission, in attempting to rule on the question of "a
clear showing of demonstrable benefits to ratepayers,”™ would be
required to offer jJjudgments on such 1issues as: is the Legislature
(or Congress) acting wisely 1in changing existing laws? What types

of proposed legislation should be defeated? Should a utility be

U-81-101 (Bench Order)
Pace 3 of 11
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reimbursed for meritorious but unsuccessful 1lobbying efforts? How
should legislation beneficial to one utility"s ratepayers but
detrimental to others be treated?, etc. In sum, even if the Com-
mission were to artfully circumvent the statute (AS 42.05.381(a))
ana disregard 1its own regulations (3 AAC 50.500), the fact that

the Commission would be required to render such subjective and
judgmental decisions with respect to direct ratepayer benefits
effectively relegates political 1lobbying in this and all future
proceedings as the proper expense of a utility"s stockholders.

7. Rate Case Expenses. The Commission will allow
ENSTAR an upward adjustment 1in rate case expenses to $61,598./
amortized over three years, on the basis of estimates foupo rea-
sonable during the hearing, subject to the submission of documen-
tation to fully support 11 actual expenses at the vu/ of both
this phase and the rate design phase of the proceeding. Aaai-
tionally, the Commission will allow the utility the option of
requesting a further adjustment 1if documented rate case expenses
for the rate design phase of this proceeding exceed the utility®s
projections.

8. Treatment of $3.2 Million Line of Credit. Bistori-
cally, the Commission has not permitted short-term debt to be
treated as a component of a utility"s debt capital structure.
Because ENSTAR has not offered any justification for changing this
policy, the Commission believes that the $3,200,000 3ine of credit
should be deleted Crom,,the cost of capital computation.

9. Consolidated Federal Income Taxes. The Commission

reaffirms the policy previously articulated in U-75-95(16) and
/

U-78-4 (33 ) that the benefits which result from the filing of a

consolidated federal 1income tax return must be shared eauitablyv

with the utility and 1its ratepayers. For the purpose of estab-

lish*ng the federal income ta : allowance in cost of service, the

U-cl-2vl (Eenck Order)
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Fiscal Note Analysis SSHB 220

Assumptions:

1. This bill could create significant new jurisdiction for the
Alaska Public Utilities Commission.

2. The new jurisdiction is in an area of regulation for which
the Commission has little or no expertise and will have to
develop that expertise through the addition of staff and the

training ol that staff. Tt is assumed that the term distri—
buting added to AJ> 42 .05 .720(4 )(e) does not include retail
sales.

3. Legal analysis suggests application of this legislotion will

create legal challenger..

4. Fiscal countcr-eifeet of the deregulation of refuse utilities
will be negligible when compared to the other jJurisdictions
which will be created as a result of passage of this bill.

Program Summary:

A. historical background and comparison of SSHB 220 with Inst
session®s IIB 365 .

1* During the last legislative session HB 365 was introduced
by Reprosontolive Koponen which specifically addressed
the regulation of oil refineries. The Commission fiscal
note concerning that bill stated that in order to accept
this jurisdiction, the Commission would incur additional
expenditures 1in operating categories 100 - 500. in
addition, the Commission contacted the National Associa-—
tion of Regulatory Utility Commissioners and discovered
that no other state commission regulates oil refineries
os a utility.

2. The broadness of S5HB 220, expands jurisdiction far
beyond the regulation of oil rclincrics. Based on legal
analysis, the Commission anticipates that this bill, if
passed and made law, could result in much litigation
concerning the scope and constitutionality of the ex—
pended jurisdiction.

B. EXPENDITURE REQUIREMENTS

As in the fiscal note regarding HB 3G5, this bill would
require that the Commission be provided with additional state
expenditures. These requirements, and how they differ Ironm
last year®s fiscal note related to HB 365 are listed below.



100 - Personal Services
Minimum needs heve been addressed. Positions required are:

Technical: 1Utility Engineer 1V
1 Utility Financial Analyst 111

Support: 1 Consumer Protection InformationOfficer 11
lutility Tariff Analyst fti
1Administrative Support Technician 11

(There 1is no change in requirements above the level in the
nscal note accompanying HB 365.)

200 - Travel

Funds will be required 1ior training travel and regulatory
travel. Travel tor FY 1985 is higher based on a one-time nocd
tor extensive training 1in order tor the Commission to regu-—
late the new jurisdictions.

300 - Contractual

Additional contractual funding will bo needed to provide
tnrcc items:

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

b. APUC staff docs not have any experience* or expertise
in regulation of the additional jJurisolations. Therefore, it
will he necessary to provide substantial training to the two
technical positions created to handle tho new jurisdiction.
Existing stall anu Commission members will 1i:lso need some
training in these areas in order to reach proper conclusions
and decisions 1in the reguletory process.

C. Some computer sottwaro must be provided in order to
put the additional jJurisdictions into the APUC data base,

400 - Commodities

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

500 - Equipment

In addition to the equipment associated with the new em—
ployees, the Alaska Public Utilities Commission wiahcs to go



on record to stress tne importance of the passage of 1its
capital budget request for an expanded computer system within
the APUC. (Copy 1is attached).

In last year®"s fiscal note re HB 365 the Commission had asked
for additional funding to enhance its existing computer
system. Since that time the situation has changed dramati —
cally. Based on present and projected usage, the Commission
and the Department of Administration Division of Data Pro—
cessing, have recommended that the present system be replaced

by a larger one. Those projections did not include the
addition of such a broaaly based jurisdiction os possible 1in
this bill.

600 - LAND AND STRUCTURES

The Alaska Public Utilities Commission 1is already short of
space in its present location. Additional personnel will
requite additional space.
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9.
FT 84 FY 65 FT 86 FT 87 FY 66 FY 89
(Assunetion!
———————— LQu .prosrat basins FY 85)
SAL 1 BENEFITS Note: Figures foi FY B5..FY8? do not include norit increases ov anv ncsotiatcd salary ir,c
CP OFFICER»R 17A *13,202.00 *43,242.00 *13,212.00 *43,242.00 *43,242.00
tE IV, ft 21C *60,041.00 *60,041.00 *60,041.00 *60,041.00 *60,041.00
UFA in, ft21A *54,741.00 *54 ,741.00 *56.741.00 *56,741,00 *56,741.00
OTA 11, ft 17A *43,242.00 *43,212.00 *03,242.00 *43 ,242.00 *43,242.00
AST 11, R 8A 525,542 .00-=-——--mmmmmmmmm *25,545.00  *25,542.00  *25,542.00 125 ,545.00_
*¥226,815.00 *728,815.00 *7.7B,815.00 *228,815.00 *226,815.00
200
TRAVEL-TFNB *5.,000.00 *0.00 *0.00 *0.00 *0.00
TRAVEL - OTHER . 15,80%.88_*_ %5 .,300.00-*. *5 . £18.00-1. 45,955 .0B_*-
*=10,000. »5 ,3<J0.00 *5 618.00 *5 955_08 *6,312.3%
-------- 300
LEGAL COUNSEL *50,000.00 *50,000.00 *50,000.00 V50,000.00 *50,000.00
Add"1 SOFTUARE *S.000.00 =0, *0.00 =0.00 *=0.00
Ht TR TRAINING .*25,000.00. £0.0 $Q.00- - 30.00 Ii .v00.
*80,000.00 *50,000.00 *50,000.00 *50,000.00 *50,000.00
—————————————— IEOO * *
5 us tines MOO 2,000.00 *2,120.00 * *2 247.20 * *2 382.03 * *2 524.95

*=¢t inflation fae

500

5 pos tines *1200 *6,00000 =0.00 *0.00 =0.00 =0.00
2 pos tines <1000 . 00,0} =0.00 -Q0. *0.00 *0., .

oo 8— —— ——%8 0,00 080
add"l office *13,992.00 *13,992.470 +13,997,00 *13,992.00 *13,992.00

«P0iei?5 SO.FT.EA
ISF*6P83 SO .FT.EA
Ed 583 SO.FT
HUES *2.00 TIMES
12 KtINTIIS

GRAND TOTAL .1342,802.00----————- *300,222.Q0Q-————- *300,622.20 *301,144.11 £301,644.3*.
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POSITION IIItE

IYPE OF POSITION STAFF ftOHTIIS RP NUMBER
PFT 12
conniffuaiion tevet | f aoplToon f i
IYPE OK tXPLNDI lurtfc
| 2
PERSONAL SERVICES
Sal ary 33084
Benefits 5402
Supplemental Benefits 2028
Fixed Benefits 2728
IOIAL PtRSOftAL SERVICES 0)
Travel 02
Contractua 1 03
Commodities od
Equipment 05
Other O ffice Space 125SQFT (PO1l) x 12 no

ToTAL cosT t7.00 Sq.ft.

RECEIPT CODE FUNDING SOURCE

" Federal Receipts 1002
G .F. Natch 1003
Cencrel Funds 100*1
I-A Receipts 1005
Prograv Receipts 1023
Other
FOR B4H OSE ONLY
AA KEY NUMBER
ACENCY.
PROGRAM.
REQUEST FOR
NEW POSITION BRU.

COMPONENT.

(OCNSUMER PROTECTION & INFOBMMTQN OFFICER)

rance/~step OARG. UNIT FORM 12  PACE/LINE ;OISAPD.
17A G
PCN NUMBER ~ BRU PRIORITY ~ LOCATION ELECTION DISTRICT ——
(NEW) 1 Anchorage SIS
JUSTIFICATION
Amount
3 The additional level of public contact which, would result
frcm this additional regulatory workload would require the
addition of another Information Officer oosition. This
level would provide an interim between the Consuner Protection
Officer 1l lead position and the Consumer Protection entry
level.
43242 . . .
0 As with other sections, there is no further roam for
0 expansion of duties without an increase in personnel.
'400 In addition, there is no existing office space to house
2025 additional personnel.
3000
48667
48667
LM w7Vl e

ALASKA PUBLIC UTILITIES COMMISSION
CONSUMER PROTECTION |FY 85 (
ATASKA PUBLIC UTILITIES OCMMLdJSICC page 1 of

Revised Oat«



POSITION T11E RANCE/SJEP BARC. UNIT  FORM 12 PACE/LINE +ATSAP

L U tility Engineer IV 21¢ G toiiit
) TYPE OF POSITION  STAFF MONTHS ~ RP NUMBER PCN NUMBER ~ BRU PRIORITY  LOCATION ELECTION DISTRICT 387y
- PFT 12 NEW Anchorage 1 '
3. CONTINUATION LEVEL | | ADDITION | »VV JUSTIFICATION
*, [YP1. OK EAPt.NDIIUHE AVOUNT _ _ _ L . .
1 7 3 engineer wouia oe involved an reviewing engineering
PERSONAL SERVICES requirements associafed wini rerfinery requlatory activities.
S. Salary 45560 . . - .
6. Benefits 8203 current engineering stair is not aoie to aosoro any rrore
T Supplemental Benefits 2550 tousubxvaulb It. iS aireany wanting at capacity levels
s.  Fixed Benefits 2728 o 5 Lo ,
o 101AL PUISONAL SERVICES 01 60041 ~dcyuiatui eiwulviuy UUdiUUXiu_ily ieiuteries. etc.
10, Travel 02 2500 [ 77 Hub ex=ust witinkn #tis Gairnission nor any otheirs, lu
1" Contractual 03, 10000 w ill require much training in orier for the Engineer to be
1> comvTouities 04 400 able to review engineering requirements associated with these
‘3. Equipment ) 05 2025
1+ other O ffice space 125 sq ft (PCI) x 12 m, 3000 O ffice space w ill be required because existing space is at
15. TOTAL COST n§2.00 sc.ft. 17966 maximum usage levels already.
$E£EE VX K'>>>Vv'vK™
RECEIPT CODE FUNDING SOURCE
16. Federal Receipts 1002
17 * C.F. Match toes
18. Ccneral Funds 1004 77966
19. I-A Receipts 1005
20. Program Receipts 102B
21. Other
FOR 04H USE ONLY
4 A KEY NUMBER
ACENOT ALASKA PUBLIC UTILITIES OCMHSSICN
| PROGRAM CONSUMER PROTECTION fry 85
13 ElEESVUEgTSI'Fr?ORN ; M ALASKA PUBLIC UTILITIES 0QMHSSICN page ~  of

1 mMpnNPM/ Revised Data



[ POSITION HUE RANGE/SUP BARG. UNIT  Form 12 PACEILINE . eIAPPROCE W g T *

utility Financial Analyst 111 21A mix
TYPE OF POSITION  STAFF MONTHS  RP NUVBEH pcN Numeer  OKU PRIORITY1  LocaTion ELECTION DISTRICT
2. PET 12 NEW Arichorage 7
3. CONFIHUAI ION LEVEL | | ADDITION | JUSTIFICATION
11P£ UK LM’tNJI I URL " AUUFIT 1
1 7 3 Ibis position would provide audit of refinery records ard
PERSONAL SERVICES all other regulatory activity associated with the scope of
5. Salary 43560 SSHB 220.
». Benefits 8203
7- Supplemental Benefits 2028 Cuo~nt financial staff is not able to absorb any more
6- Fixed Benefits 2728 functions and has, in the past, had to absorb a vacancy
9. 101AL PEKSUNAL SERVICES 0: .5674! factor to help alleviate personnel services shortages
10.  Travel 02 2500 resulting from budget cutbacks. Even if all positions were
11.  Contractuel 03 10000 filled, workload is such that any additional activities cannot
-12. Cor~oditr-. &k 400 be handled by existing staff.
11 Equipment 05 2025
14.  otherOffice speice 125sq ft (P01) x 12 no 3000 Because regulatory activity concerning refineries, etc. does
1s. IOTAL cosT  ~2.00 sc ft i ,,74666. .. not exist witliin this Ocnmlssion nor any others, it will
.)?(C:.:/: X*!Wv.y/.v.v/.vf-mﬂam;&!{/ requ?re much trr_;1ir_1ing in order for the Analyst t9 be a?l_e to
provide the auditing background necessary for this activity.
RE'tEIPT CODE FUNDING SOURCE
18. _ [ Federal Receipts 1002 office space is not available for additional personnel and
»?. 1C.F. Match 1003 all new positions require that the Garmission acquire more
IS. Cencral Funds 1004 74666 space.
19. I-A Receipts 1005
20. Program Receipts 1023
21. Olher
o MRSy YYXE ek
VI R * TIvX.v!

1FOR HIM USE ONLY
j 4A KEY NUMBER -------

AGENCY ALASKA PUBLIC OTINIJTIBS COM>HSSTON

PROGRAM CONSUMER PITOTECTION FY 85
13 REOUEST FOR
NEW POSITION BRU ALASKA PUBLIC UTILITIES OOWCSSIOM .  Page 3 of
COMPONENT Revised nalo
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RAZLIGE/.STFP DARC. unil FORK 12  PACE/LINE ;APPROy; " =plS"PP-

17A G
STAFF MONTHS  RP NUMBER I PCN MUHUER  uru prioriTy  LOCALIOH ELECTION DISTRICT
TS3'J _ . Anchorage 7
AQOIT JON o 13T in JUSTIFICATION
AMOUNT
PERSONAL SERVICES lhe addition of another full-time tariff analyst would be
Si|ary 33084 required to handle the tariff rate filings which would be
Benefi tS c. result of this additional iregulatory function.
Suf.plenental Benefits
Fixed Benefits 2728" Tariff section is already functioning at capacity and is not
101AL PER5uh*L SERVICES 43247 able to absorb any further regulatory workload without the
10. Travel addition of another position at this level. [In addition,
Contractual there is no existing office space to house this position.
Cor«>cdities
Equipment 2025
Qtr.gQ ffice space 125sqgft (1?701> X 12 no
total cost x $2.00 SCT.fi..
RECEIPT CODE TWDIItC SOURCE
Federal Receipt* 1002
C.F. Hatch
CencralFunds 48667
I-A Receipt*
Program Receipts 1028
Other

FOR B&H USE ONLY
LA KEY NUHOER
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POSITION TfTIE

1. ADMINISTRATIVE SUPPORT TECHNICIAN 11
1 TYPE OF POSIIK{  SIAFF tONIiiS RP numBer pcN wuroer  BRU PRIORITY ~ LOCATION
. Pr1 " NEW Anchomgi s
3. COVIINUATION LEVEL | { ITION | Loy diviviviv <k . JUSTIFICAT TON
H 'YPE OK EM'LNDIlilfit ;A The administrative support level is already at ovei>capacity
PERSOlNAL SERVICES ! 3 level and the operating budget for FY 1985 has requested the
addition of administrative support personnel to provide
> Saldry_ 18636 adequate coverage for existing regulatory activity. The
6. Benefits ) 3043 addition of any new regulatory activity necessitates the need
7. Supplemental Benefits 1142 for administrative support for that new activity.
B. Fixed Benefits 2728
9. 101PL PERSONAL SERVICES o1 25549 Because of the shortage of usable office space, any new
10.  Travel 02 0 positions require additional office space.
11. Contractual 03 0
.1?.  CoTjn&dities ot 400
13.  Equiptnsnt 0s 1200
10. otherOffice Space 83 sq.ft(SP6)x 12hd 1992
15. TOTAL COST 29143.

L\ (VYA QVY T RVAY |

RECEIPT CODE FUNDIMC SOURCE
16. Federal Receipts 1002
17. C.F. Hatch 1003
18. Ccnerat Funds 100A 29141
10. I-A Receipts 1005
20. Program Receipts 1023
21. Other
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title Alaska Public Utilities LOCATION PROJECT CLASSIFICATION ELECTION DISTRICT >STAP\\,¥ 6Almé " | COMPLETE DATE
Commission Information 9/1/84 I 6/307/85

Process|ng System Anchorage 02-490-04=01 - [ OF

LIV VY XWX X g b - ACUJCY PfcQUESI

e LAY N e B v CENTAL FUNDS FEDERAL FUNDS C.0. BONDS OTHER positions FT 8-J COVERNOR

PFT PI/SIA. TOTAL
ktgutitku Mb'imi:
HE ACQUISITION

PLAWINC AND DESIGN .

COKSTRUCAIOH ANO EQUIPMENT 34b .4 345.4

PREV1005 APPROPRIATIONS INOM-ADO)
OPERATING COSTS: XX XXX X N S . Foxsvxsx. ivivxvxvxy B

FIRST TEAR OPERATINC COSTS 33.0 y

FULL ANNUAL OPERATING COSTS 56.1 y

CP-1 caAPITAL PROJECT

The Alaska Public Utilities Gamission has established several objectives w speak to improved case manage—
ment techniques and provide for sustained Cctrmission .participation in specialized, highly technical regulatory
issues such as national teleoomnunicaticns policy development, local and regional power requirements and con—
tinuing as a reliable source of utility related information in response to public and governmental inquiries.

In all of these instances, the availability of a properly configured information processing system is essential.

The APUC has an urgent need to expand its information processing system.
eltsctronic data processing capability, the APUC uses its existing system in practically every aspect of its
operations: for engineering and financial analysis, for jcb sdieduling and control, for drafting letters, orders,
testimony and reports, and for numerous administrative controls. At this time, the small processor serving

twelve terminals is at capacity or is frequently overloaded which greatly Impairs the productivity and quality
of work product of the agency ™ employees.

Following implementation of 1its initial

The agency ® background in mechanizing its operations and details of its future plans are contained in the APUC"s
1983 computer plan dated October 4, 19B3. Copies of this plan have already been sent under separate cover to the
Depjty Commissioner of Administration for Information Systems and the Office of Management and Budget (a copy is
alseo attached to this capital budget request). The plan proposes to replace the existing Digital Equipment

AGENCY Ataska Public UtLIlties Confnission
CATEGORY
PROGRAM

PROIECT TITLE

Public Protection

DESCRIPTION
FY__85

Consumer Protection
Information Processing
System

OCT 17

00002.

rai lOGET



Project Description and Justification Continued:

Corporation POP 11/24 miniccnputer in FY85 with one having far greater capacity and to expand the nunber of
terminals. This will give most employees, including Ccrrmissloners, ready access to numerous data bases giving
the status of utility operations and those of the agency itself, to specialized aonputational facilities for
utility regulation, and to electronic drafting of documents. In addition, a large capacity conputer 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 FY86. This should aid in the
presentation of oorplex utility data to the public. Also in FY86, tdie Commission 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-paper
printer and for automatic microfiche storage and retrieval equipment which will integrate hard copy information

with the APUC central data base.

AGENCY araska public Utilities Gomnission
CATEGORY Public Protection FY8S )

ADDITIONAL
EXPLANATION t PROGRAM consuner Protection Pg® 2 of 2
FCmM information Processing Revised Date

4] TITLE System

000030



TTLE Alaska Public Utilities Conrdssion Information Processing System | priority  * of 2
TOTAL
OPERATINC PREVIOUS FY W FY 85 FY as FY BT FY 83 FY 89
APPROPRIATIONS
100 PERSONAL SERVICES
200 - 800 LINE ITEMS 33.0 56.1 50..0 50.0 50.0
X!
TOTAL 33.0 56.1 50.0 50.0 50.0
- 1002 FEDERAL RECEIPTS yoy, TAIVIVV/ S
; 100H GENERAL FUNDS ° *33.0 *56.1 *50.0 *50.0 *50.0
OTHER FUNDS X*> mV.VAV**
Y-
FULL-TIME POSITIONS
CAPITAL TOTAL
1002 FEDERAL RECEIPTS .
10W CENERAL FUTOS 345.4 154.8 23.4 91.0 80.0
OTHER FUNDS
REVENUE

EXPLAIN PREVIOUS APPROPRIATIONS (CJVE SECTION, CHAPTER, SLA) AND ASSUMPTIONS FOR COST, FUWINC SOURCE, POSITION AND REVENUE ESTIMATES:

Operating funds in FY85 through FY89

include an estimate for hardware and software maintenance agreements along

with a projection for professional data processing consulting services necessary to allow program conversions,

maintenance and new program development.

installation timeframe during which these costs will not be incurred.

FY85"s estimate is scaled dcwn to reflect the initial acquisition and

Estimates for FY87 and beyond are reduced

to reflect oorpletion of program conversions and a stabilization of expenses related to system maintenance and

ongoing new program development.

*0 & M expenses projected through FY89 very closely approximate current funding requirements for data processing

I"anr

AGENCY
CATEGORY
PROGRAM
PROJECT TITLE

support costr. and do not represent a net increase in general fund o b 1

igation. -

Alaska Public Utilities Commission

«

Public Protection

Page 1 of 2

Revised Dole
11/4/83

Consumer Protection___
Information Processing

00002 ( BUDGETREVIEW
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Appropriation and Assumptions for Cost, Funding Source, Position and Revenue Estimates Continued:

Capital expenditures in FY85 provide for a substantial portion of new hardware and software acquisition and
installation. FY86 expenditures include further development of APUC order indexing capabilities and implementation
of the integrated micrographics system. These items along with estimates of capital expenditures in FY87 and
beyond are explained more completely in the attached APUC 1983 computer plan.

mnwmerj
AGENCY ataska public Utilities Qarmission
[ADDITIONAL CATEGORY Public Protection L FY85
EXPLANATION PROGRAM Cortsurer Protection Page 2 ol
FORM Inform ation Processing itarised Dale

i TITLE  system

000026



Reeister 84. January 1983

standards for a utility. (Eff. 10/15/82. Reg. 841
Authority: AS 42.05.141(a)(3)

AS 42.05.151(a)

AS 42.05.711(d)

3 AAC 50.200. INDIVIDUAL ELECTRIC
METERS, (&) Except as provided in (b) of 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 ifcon—
struction of the building or mobile home park
was begun after December 31, 1982.

(b) Individual meters are not required

(D) 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 tt,tams 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 Iall—
ways, elevators, reception areas, water pump —
ing facilities, and electric hookups for motor
vehicles.

(©) For the purpose of this section, construc—
tion begins when the footings are poured. (Eff.
10/15/82. Reg. 84)

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

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

COMMERCE AND ECONOMIC DEVELOPMENT

3 AAC 50.100
3 AAC 50.500

(b) Not later than 30 days after the filing of 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 of 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
snall transmit to each of its electric consumers
an informative summary of any rate schedule in
its currently effective tariff which applies to
those consumers.

(d) On request of an electric consumer, an
electric utility shall transmit a clear and concise
statement of the consumers actual energy con—
sumption and. if billed “eparately, power con—
sumption for any billing period during the
previous 12 months unless the information is
not reasonably ascertainabie by the utility. (Eff.
10/15/82. Reg. 84)

Authority: AS 42.05.141(a)(3)
AS 42.05.151(a)
AS 42.05.411(a)

3 AAC 50.400. Reserved

3 AAC 50.500. ADVERTISING, (@ 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 eood.vill advertising.

(b) The commission will determine on a case-
by-case basis whether the forms of advertising
listed in (c)(3) of 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.

(©) In this section

(¢)) “advertising”” means the commercial use
by a utility of any media, including newspaper,
piinted matter, radio, and television, in order
to transmit a message to a substantial number of
members of the public or to the utility3
customers;



Register 84. January 1983 COMMERCE AND ECONOMIC DEVELOPMENT 3 AAC 50.500

@ "goodwill advertising””>means advertising

directed toward improving or enhancing the
public image of a utility or its employees:

t31 “Goodwill advertising.”” “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
1 Title Il of the National Energy Conserva—
tion Policy Act (42 USC 88201 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 of
energy-efficient appliances, equipment, or ser—
vices;

(F) an explanation ur justification of exist—
ing or proposed rate schedules or a notice of
hearings concerning these rate schedules; and

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

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

(5) “promotional advertising””means adver—
tising for the purpose of encouraging a person to
select or use the service or additional service
of 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)
of this subsection. (Eff. 10/15/82, Reg. &.)

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

3 AAC 50.600

3 AAC 50.600. DEFINITIONS. Unless the
context indicates otherwise, in 3 AAC 50.100 -
3 AAC 50.600

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

(2) "commercial unit”” means that portion
of a building or premises which isnormally used
for commercial; urposes;

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

(4) <“Bas consumer™ means a person or a
public or private entity to which natural gas is
sold, other than for purposes of resale by a
public utility;

() “mobile home park””means a parcel of
land which is used for the accommodation of
occupied mobile homes;

®) “multiple-occupancy building”” means a
building which is designed to house more than
one residential or commercial unit;

(") "rate’’means

(A) a price, rate, charge, or classification
made, demanded, observed, or received w-th
respect to the sale of 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 of
utility sendees to a utility consumer;

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

(9) “fesidential unit" means o.ie or more
rooms fcr use by one or more persons as a
housekeeping unit which provides living.

31128



January 31, 1984

To: John .
From: Ken
RE: SSHB 220, RELATING TO PUBLIC UTILITIES

WHAT THE BILL DOES.

This bill attempts to do several different deeds all i". one
fell swoop. First the bill calls for restriction on rates
charged by public utilities. Such wutilities can not 1in—
clude 1in its charge to customers the cost for political
contributions, lobbying, public relations, advertising, and

consulting fees. some of this 1is redundant since it"
covered under current statute. Section 2 of this bill also
deals with rate setting. It seems to me that 1in this

section, a utility that has part or all of its administra—
tive function outside the state, wculd be heavily penalized
by this bill.

In Section 3 of the bill, one particular item that sticks
out 1is the exemption of cable television firms from regu—
lation by the Alaska Public Utilities Commission. It would
be Ilike deregulation. The merits of this section are
guestionable. The heavyweights 1in the cable t-v business
are obviously against it since it would open areas for more
competition. The other side of this issue 1is philosophical
if you ask "should cable t-v be considered a utility ?".
Perhaps deregulation would not be a bad 1idea if 1t were
done in a different bill.

The ether aim of the bill 1is to place oil refiners under
APUC regulation.



STATE OF ALASKA

FISCAL NOTE Revision Date . 1983 j
1. REQUEST I1.  FISCAL DETAIL
Bill/Resolution No.: HB 220 Agency Affected: Commerce & Econ. Dev.
Title: Restricting cost items..public utilityProgram Category Affected: Protection
Sponsor: Lindauer rates BRU, Program of Subprogram!sJ Affected:
Requestor: Labor & Commerce Public Utilities Commission

EXPENDITURES/REVENUES: (Thousands of Dol” ars)
Fy 83 FY 84 FY 85 | FY 86 Fy 87 Fy 88
OPERATING I
100 PERSONAL SERVICES 1
200 TRAVEL 1
300 CONTRACTUAL 1
400 COMMODITIES 1
500 EQUIPMENT i

600 LAND & STRUCTURES

1
1

1
700 GRANTS, CLAIMS, TC
1

TOTAL OPERATING 0 0 0

0
CAPITAL 0 0 0 0 17 4
REVENUE o ° o - J 1

rUNDL\"G: (Thousands of Dollars)
GENERAL FUND 1
FEDERAL FUNDS e 1
OTHER (Specify Source) 1 1

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: Carnlvn Guess. Commissioner Phone: 276-6222
Division: Alaska Public Utilities Commission Date:

Approved by Commissioner: Richard A. Lyon Date: zm(ir1's
Department: Commerce Economic Development

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83
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BILL SHEFFIELD, GOVERNOR

ey
ALASKA PUBLIC UTILITIES COMMISSION
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 420 "|" STREET

SUITE 100
ANCHORACE. ALASKA 99501

April 6. 1983 (907) 276-6222

Representative Walt Furnace, Chairman
House Labor and Commerce

Pouch V

Juneau, Alaska 99811

Dear Representative Furnace:

In response to your letter of March 28, 1983, concerning House
Bill 220 1 am enclosing relevant portions of our existing statute,
AS 42.05.381(a) and AS 42.05.511(c) and a portion of our regula-—
tions 3 AAC 50.500 which 1is applicable to electric and gas util—
ities. The latter 1is the result of federal Ilegislation which
mandated specific consideration of the subject of advertising
exoenses of electric and gas utilities only.

I found it difficult to articul ate in writing the deliberation
process that the Commission undertakes when the costs enumerated
in items 1 through 7, AS 42.05. 381(a), are at 1issue before the

Commission. Therefore you will also find portions of Commission
orders in eight ptoceedings over the past six years where the
subjects have been discussed, I have underlined the references to

the sections of the statute and regs which are enclosed and
believe that the Commission®s review and assessment speak for
themselves and support our initial position that the proposed
legislation is redundant and unnecessary 1in part, and could result
in higher rates to consumers through the foreclosure of the
evaluation of the reasonableness of a specific component of a
rate.

If there 1is additional information the Commission can provide,
please do not hesitate to contact me at 263-2132.

Sincerely,

ALASKA PUBLIC UTILITIES COMMISSION

dkd Carolyn S. Guess
Cha irman

Enclosures

cc: C. Wallen

fiiwwryi7iiluL'IPi? o»—
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TO. i DATE:
Catherine VJallen March 15, 1993
Legislative Liasion FILE NO-
Department of Commerce
JE iPHONE NO
o Carolyn S. Guess, Chairman \[\ SUBJECT~ouse Bill 220
" Alaska Public Utilities Commission Senate Bill 140

Because there

apparently are not Bill Analysis Forms available to us

in Anchorage | 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.
Bouse Bill 220. There is no fiscal impact to the APUC.
Comments: HouseBill 220 1is redundant 1in part, unnecessary and could
result in higher utility rates.
Section 1(a) (1)-(4) 1is" addressed 1in 42.05. 381 (a). The Commission
believes the exceptions found 1in 42.05.381(a)(1l)-(4) are reasonable
and is not awareof 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.”, Tanana 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, 1is

reasonably based, 1in part, upon the submission of

satisfactory proof as to the cost of the affiliated

interest of furnishing the service or property

and, 1in part, upon the estimated cost the utility

would have 1incurred if it furnished the service

or property with 1its own personnel and capital.

(S 6 oh 113 SLA 1970)
Therefore, .the Commission believes this section of the proposed legis

laticr. is redundant and unnecessary.

02-00>A(G»».]0/79)



March 15, 1983
Page 2 of 2

In regard to Section 1(a)(7), the Commission does not understand what
purpose this proposed section would serve and further believes it

would create problems and possibly higher rates for utilities such as
the Anchor age Municipal electric, telephone, water and sewer utilities

which receives services from the Municipality of Anchorage i.e., data
processing , legal services, etc.; privately owned utilities such as
College Utilities (sewer and water) in Fairbanks. Juneau Douglas

Telephone Company and Glacier State Telephone Company serving Kenai,
Horner, Kodiak and North Pole could also be adversely affected.

In summary, the Commission does not believe that the public interest
would be better served by the enactment of this legislation.

Senate Bill 140.

It would appear if the role of the APUC 1is limited to an oversight

review of the regulations to be promulgated, there 1is no fiscal impact
on the APUC.

Comments: The Commission is supportive of legislation that would
result in lower utitlity rates for Alaskan utility consumers. The
Commission observes that this legislation would only benefit consumers
of electric utility cooperatives and regior.al electrical authorities,
There are other Kkinds of utilities that have as much, if not more,

need for the availability of low 1interest loans, specifically tele-
phone, sewer, and water utilities. The Commission would recommend
that consideration be given to broadening the kinds of utilities
eligible to borrow long or short term monies from the State.

csg/dkd



DATE:
Catherine VJallen March 15, 1953

Legislative Liasion FILE NO
Department of Commerce

ELEPHONE NO

FROM: Carolyn S. Guess, Chairman subject:Houss Hill 220
" Alaska Public Utilities Commission Senate 3ill 140

Because there apparently are not Bill Analysis Forms available to us
in Anchorage 1 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 1is no fiscal 1impact to the APUC.

Comments: House Bill 220 1is redundant in part, unnecessary and could
result in higher utility rates.

Section 1(a)(l)-(4) is" addressed 1in 42.05.381(a).- The Commission
believes the exceptions found 1in 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 consultingor management feespaid
to the owner of a utility could affect a number of smal] utilities,
i.e.", Tanma PoweL 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 1is necessary and consis—
tent with the public interest and that the pay—
ment made therefor, or consideration given, 1is
reasonably based, 1in pert, 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 1incurred if it furnished the service

or property with 1its own Dersonnel and capital.

(S 6 ch 113 SLA 1970)

Therefore, .the Commission believes this section of the prooosed legis—
lation 1is redundant and unnecessary.

0J-00) A((5r».10/79)



March 15, 1983
“Page 2 of 2

In regard to Section 1(a)(7), the Commission does not understand what
purpose this proposed section would serve and further believes it

would create problems and possibly higher rates for utilities such as
the Anchor age Municipal electric, telephone, water and sewer utilities

which receives services from the Municipality of Anchorage 1i1.e., data
processing , legal services, etc.; privately owned utilities such as
College Utilities (sewer and water) in Fairbanks. Juneau Douglas

Telephone Company and Glacier State Telephone Company serving Kenai,
Homer, Kodiak and North Pole could also be adversely affected.

In summary, the Commission does not believe that the public interest
would be better served by the enactment of this legislation.

Senate Bill 140.

It would appear 1if the role of the APUC is limited to an

review of the regulations to be promulgated, there is no
on the APUC.

oversight
fiscal impact

Comments: The Commission 1is supportive of legislation that would
result in lower utitlity rates; for Alaskan utility consumers. The
Commission observes that this legislation would only benefit consumers
of electric utility cooperatives and regional electrical authorities,
There are other kinds of utilities that have as much, if not more,

need for the availability of 1low interest loans, specifically tele-
phone, sewer, and water utilities. The Commission would recommend
that consideration be given to broadening the kinds of utilities
eligible to borrow long or short term monies from the State.

csg/dkd



LEGISLATIVE AFFAIRS AGENCY

M EMORANTDUM January 23, 1984

SUBJECT: Sectional Analysis of SS HB 220
TO: House Labor and Commerce Committee

FROM: /A/, Linn H. Asper
L\r* Legislative Counsel

You have asked for a sectional analysis of SSHB 220, relat—
ing to public utilities/ including a comparison of theorigi—
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 1is increased to take 1in
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, 1in establishing
rates for services provided by the utilities.

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

* Section 4 amends the definition of “publicutility” or
AutiLity"™1 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 dis-
posal~businesses, because such businesses are removed from
APCU jJurisdiction by *Sec. 4.



House Labor and Commerce Committee
Page 2
January 23, 1984

* Section 6 sets a July 1, 1984 effective cate.
A comparison to SSHB 22C* 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 1incurred by utilities than is the original bill, and
provides a more complex formula for determining those fees
that are end 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 i1s 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:0jb
J2/058



Alaska is>tate legislature

Representative John Lindauer
District 10-A

While iN Juntau

] Pouch V
3933 Geneva Piece Juneau, AK 99811
Anchorage, AK 9)508 465-3709
A .
ous»e of &eprefentatibes
March 15, 1983
MEMORANDUM
TO: House Labor and Commerce Committee
FROM: Representative John Lindauer /.
™
RE: House Bill #220: "An Act restricting cost items that may be

allowed in public utility rates."

House bill #220 insures that the rates charged by a public utility
will not be excessive 1in order to cover unnessesary costs or to
provide funds to be siphoned off by out-of-state owners in excess
of the legal rate of return. Specifically, consumers of public
utility services would not be required to pay for the utilities”
political contributions, lobbying efforts, advertising campaigns,
public relations, consulting or management fees paid to the owner
of the utility, or for excessively priced products and services.

This bill will reduce the utility rates of almost every person,
business, and government in Alaska.
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January 25, 1984

Hon. John Cowdery, Chairman

House Committee on Labor &Commerce
Pouch V

Juneau, Alaska 99811

ATTN: Ken Johnson
Dear Mr. Cowdery:

At the request of your staff and some members of your committee, 1 am 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. (@ () H (4): Current statutes place severe restrictions

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 offoct is that costs are lower duo to
avoidance of service duplication and lower costs 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.

®) 5 (7): The apparent purpose of this language is already accomplished in
AS"12.05.5X1 (c). The statute requiros that a company purcha sing products or services
from an affiliate or subsidiary demonstrate to the APUC that tho 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 tho selling entity3 a necessity if that entity
is to remain in business.

Section 2. (0): The language here appears to exclude debt from the rate of return
calculation. Rate of return has always been calculated on tho total investment.

A company must be allowed to recover intcrost 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 utility to buy inoro stock. No regulatory
body would allow such an arrangement to be included in ratemaking.
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“(2); This language would appear t.o penalize a r.nmpany far p.stahllshlng afflllar.es.
The federal government is now urging companies to form affiliates to provide

new technology (i.e., cable television) and requiring affiliates for some traditional
services (i.e., provision of terminal equipment). |If this section is enacted,

it simply means that an entity which may be the best provider of a service can't
provide tve 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 ar.J 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., subsidizing a non-regulatcd subsidiary through regulated rates) is not
allowed. This language appears to require a reverse subsidy flowing from an
unregulated subsidiary to a regulated parent. We believe there is a constitutional
question to this requirement.

The second part of paragraph (f) 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 tho costs and losses of the unrogu.®.uted subsidiary.

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

Sincerely,
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Bti.L SHEFFIELD, GOVERNOR

ALASKA PUBLIC UTILITIES COMMISSION gt

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 0 Ay ALASKA 95501

January 24, 1984

Representative John Cowdery, Chairman
Labor and Commerce Committee

State House of Representatives
O"uneau, Alaska 9981 1

Attention: Ken Johnson
Dear Representative Cowdery:

For the reasons stated in the Commission®s 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 1is
redundant, confiscatory, ambiguous, inconsistent, will
require ax< expenditure of dollars that 1s unnecessary arid
legislation that 1is likely to create a multitude of 1itT-
gatlon opportunities. The Commission concludes that based
upon 1its initial and subsequent analysis, the proposed
modifications to AS 42.05.381 contemplated in SSHB 220 are
not in the public interest.

Sincerely,

Carolyn S. Guess
Chai rman

Hearing; January 26, 1984
8:15 a.m.

Enelosure

\H
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Carolyn S. Guess, Chairman January 20, 1984
Alaska Public Utilities Commission

276-3550

Norman C. Gorsuch SSHB 220

Attorney 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 Financr
committees. Section 1 of the bill is similar to last years
version, upon which the Commission has already commented.

Section 2 of the bill 1is 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 1intended the
following meaning for his proposed AS 42.05.381(e). The
Commission is to determine the equity of the utility 1in the usual
way, but reduce the wequity figure if the sum of the utility®s
paid-in capital and retained earnings less the values of the five
numbered paragraphs of proposed section 381(e), 1is less than the
utility equity.

Paragraph 1 includes the purchase price of a utility
which has changed ownership 1in the past. (However, paragraph 1
could well mean only the cash used for such a purpose, or what 1is
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 wutility to affiliated interests.
Paragraph 3 includes equity held 1in (or perhaps the purchase

price of) an unregulated company. Paragraph 4 1includes deposits
in financial institutions Jlocated outside the state of Alaska,
and paragraph 5 includes assets used to secure loans to

affiliated interests.

Tb* obvious logal preblor. with the onfcive prupuoed
section 3i.i(e) 1is that ft would -.esult in <confiscatory rates
whenever it would have any effect. Rates are generally
established by the Commission at the minimal level which will
enable the wutility to attract, jJ-Pital and continue to provide
adequate service. To the e-.tent that those rates would be
decreased by proposed section 381(e),the decrease would be
confiscatory.
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There are also a number of lesser problems with the

proposed section. Proposed section 381(e)(l1) 1is apparently aimed
at limiting the amounts that a wutility may earn on plant
purchased from another utility. AS 42.05.441(b) already deals
with this problenm, in a much more satisfactory way. Proposed
section 381(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.

Secticr. 2 of 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 15£ 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/J 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 1is limited to Alaska. The enactment of proposed
section 655 would be inconsistent with AS 42.05.491, which
specifically states that wunder certain circumstances utilities
may keep vrecords outside the state, if ihey 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 1in the

defirj.tions applicable 1in AS 42,05. The bill would delete both
cab’< 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 Yegislature that it is
necessary to avoid unnecessary regulatory
procedures over petroleum dealers delivering to
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trailer courts and apartment buildings having
local pipe distribution systems for heating fuel,
and whose owmiers or residents have a choice of
suppliers.

Apparently the intent of the bill 1is to reestablish Commission
jurisdiction over small petroleum dealers serving trailer courts
and apartment buildingB. 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 wa6te disposal from the
definition of public utilities. Since the bill also eliminates

cable television service, AS 42 .05.711(k) should also be
repealed.

MLFtcai
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standards for a utility. (Eff. 10/15/82. Reg. 81
Authority: AS 42.05.141%a (3)

AS 42.05.151(a

AS 42.05.71 L

3 AAC 50.200. INDIVIDUAL ELECTRIC
METERS, (a) Except as provided i, fb) of this
section, an electric U'[I|I'[% shall install an indivi-
dual meter to measure the energy consumption
attributable to each residential and commercial
unit in a muItlp_Ie-.occupang?/ building and each
mobile home unit in a mobile home park if con-
struction of the building or mobile home park
was begun after December 31.1982.

(b) Individual meters are not required

(1) for transient multiple-occu&anpy build-,
ings and transient mobile home parks, including,
but not limited to. hotels, motels, dormitories
roomln% 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 arc 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 of 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 exPIanatlon of “ny rate
schedule in its currently effective tjriff" which
applies to that consumer:

COMMERCE AND ECONOMIC DEVELOPMENT

3 AAC 50.100
3 AAC 50.500

(b) Not later than 30 days after the filing of 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 of 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 Tyear, an electric utility
shall transmit to each of its electric consumers
an informative summary of any rate schedule in
its currently effective " tariff ‘which applies to
those consumers.

fd) On request of an electric consumer, an
electric utility shall transmit a clear and concise
statement of the consumer’s actual energy con-
sumption and. if billed separately, power con-
sumption for any billing period during the
previous 12 months unless the information is
not reasonably ascertainable bv the utility. (Eff.
10/15/82, Reg. 84)
Authority: AS 42.05.141(a)(3)
AS 42.05.151(a
AS 42.05.411(a

3 AAC 50.400. Reserved

3 AAC 50.500. ADVERTISING, (a) In addi-
tion to the restrictions |qused ‘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 hasis whether the forms of advertisin
listed in (02(3) of IIm section, as well as ad-
vertlsm? not readily categorized as Rromotlonal,
political, or goodwill, and any other form of
advertising not covered by this section will be
included n utility open ting expenses for rate-
making purposes.

(c) In this section

(11 “advertising” means_the commercial use
by a utility of any media, including newspaper,
Prlnted matter, radio, and television, in order
0 t-ansmit a message to a substantial number of
members of 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 of a utility or its employees:

_(3) "goodwill advertising.” “political adver-
_t|3||ngd" and <promotional “adsertising” do not
include

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

. (B) advertising required by law or requla-
tion, including advertising reguwed under "Part
L. Title Il of"the National Energy Conserva-
tion Policy Act (42 USC § 8201 €t seq.):

. (C) advertising regarding sendee interrup-
E!ons. safety meaSures, or emergency condi-
jons;

(D) advertising concerning employment
opportunities with a utility;

(E) advertising which promotes the use of
energy-efficient appliances, equipment, or ser-
Vices;

~(F) anexplanation orjustification of exist-
ting or proposed rate schedules or a notice of
hearings concerning these rate schedules; and

__&G) communications with members of a
U'[I|IY cooperative ahout the activities or in-
ternal affairs of the cooperative or which
encourage or promote the participation of the
members in the process of governing the
cooperative;

(42 “political advertising” means advertising
for the purPose of mflu,encmg public opinion
with respect to legislative, administrative, or
electoral matters, or with respect to a contro-
versial issue of public importance; and

~(5) “promotional advertising” means adver-
t|sm% for the purpose of encouraging a person to
select or use the service or additional sendee
of a utility, or the selection or installation of
an a{)pllance or equipment designed to use the
utility’s sendee, except as provided in (3)(E)
*of this subsection. (Eff. 10/15/82, Reg. 84}
Authority. AS 42.05.141(a)(3)
AS 42.05.151(a)
AS 42.05.381

3 AAC 50.500
3 AAC 50.600

3 AAC 50.600. DEFINITIONS. Unless tiie
context indicates otherwise, in 3 AAC 50.100 -
3 AAC 50.600

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

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

(3) “electric consumer” means a ﬁerson or
a public or private entity to which electric
energy is sold, other than for purposes of resale,
by aregulated public utility:

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

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

.(?. “multiﬁle_-occupanc 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
res‘Qect to the sale of utility services to a
utility consumer:

~(B) arule, regu'ation. condition, or prac-
tlcg respecting a rate, charge, or classification;
an

__&C) a contract pertaining to the sale of
utility services to a utility consumer;

(8) “rate schedule” means the designation of
the rates which an electric utility charges for
electric energy; and

(91 “residential unit" means one or more
rooms for use by one or more persons as a
housekeeping unit  which  provides living.
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