


RULES COMMITTEE MEETING

May 31, 1983
Butrovich Room
8:30 am

Agenda: SSHB 346 "An Act exempting p blic utility income from
the net income tax; and providing for an
effective date,”

| am offering amendments to this b ill on behalf of the Finance
chairman. | would like to see them included as a Rules
Committee Substitute.

The amendment I'.'am proposing would delete sections added to the
bill in House Finance. Our legislative attorney has pointed
out that these changes cause several problems for the bill.

I refer you to the memo from Tom Sofo, dated May.24, in your
files.

Mr. Sofo is here to testify

It is my feeling that we should delete the changes added 1in
the Finance Committee so as not to jeopardize this bill.
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HEADING HOUSE LABOR & COMMERCE
STANDING OCMOTTEE
April 27, 1983

8:49 a.m.
Members Present: Rep. Furnace, Chairman
Rep. Uehling, Vice-Chairman
Rep. Wendte

Rep. Ccwdery
Rep. Ringstad

Members Absent: Rep. Kgponen
Rep. Malone
CALENDAR HB 220 "An Act restricting cost items that may be
allowed in public utility rates."
HB 246 "An Act relating to the deregulation of interest

rates; and providing for an effective date."
WITNESS REGISTER
WITNESS:
Representative John Lindauer
Alaska State Legislature
Capitol Building, Rocm 503

Pouch V

Juneau, Alaska 99811

465-3709

Position Statement: Prime Sponsor of HB 220.
WITNESS:

Dave Hutchens

Alaska Rural Electric Cooperative Association

(No address given)

Anchorage, Alaska

276-3235

Position Statement: Testified on HB 220.
WITNESS:

Representative Bob Bettisworth

Alaska State Legislature

Capitol Building, Roan 500

Pouch V

Juneau, Alaska 99811

465-4967

Position Statement: Prime Sponsor of KB 246.
WITNESS:

Gary Jenkins
Specialized Professional Services

P.0. Box 194

Auke Bay, Alaska 99821

586-4100

Position Statement: Testified on HB 246.
WITNESS:

Richard Hall

National Bank of Alaska

P.0. Box 600

Anchorage, Alaska 99510

(No phone number given)

Position Stitement: Testified on HB 246.
WITNESS:



Eton Magnusson
Alaska Retail Association
174 South Franklin Street, 8205

Juneau,

Alaska

586-6706
Position Statement:

PREVIOUS ACTION
HB 2.7

HB 246

ACTION NARRATIVE

TAPES61 (Side A)

Recording

Number

Number

Number

Number

Number

Number

0000

0006

0015

0139

0160

0174

99801

Testified in support of HB 246 in its original
form.

02/23/83:: HOUSE BILL NO. 220 by Lindauer,
entitled::

"An Act restricting cost items that may be
allowed in public utility rates."

was read the first tima and referred to the
Labor & Cormerce Committee.

Statuton® Reference: AS 42.05.381(a)

03/11/83:: HOUSE BILL NO. 246 by Bettisworth,
entitled::

"In Act relating to the deregulation of interest
rates; and providing for an effective date. ”
was read the first tine and referred to the
Labor & Camerce Committee.

See previous House Labor & Camerce Committee
Meeting minutes from: March 30, and April 7,
1983.

Statutory Reference: AS 06.20.230(a); AS
06.40.120(c); AS 09.55.440(a); AS 45.10.120(t);
AS 45.10..120(c); AS 45.45.010(a); and AS
06.20.230(b)

The meeting was called to order by Chairman
Furnace at 8:49 a.m. All maribers of the
committee were present, Representatives Koponen
and Malone arrived after roll call.

Chairman Furnace directed the committee’s
attention to HB 220. He stated the Chairls
intent to hear testimony only at this time with
final resolution tomorrow, April 28, 1983.

Representative John Lindauer, Prime Sponsor of
HB 220, cams before the committee. He discussed
the intent of the legislation and explained why
he felt the bill was necessary. He said that HB
220 would protect the public from illegitimate
costs. He explained.

There was discussion by the committee and Rep.
Lindauer concerning the bill.

Chaiman Furnace shared with Rep. Lindauer
written comments from the Chairman of the Alaska
Public Utilities Commission. He asked him to
review them and provide comment on them at
tomorrow"s meeting.

Rep. Lindauer responded to questions from the
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0368
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0000
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ccnmittee concerning the bill.

Dave Hutchens, Alaska Rural Electric C"--operative
Association (AREA), said that the structure of
the bill repeals Section 381 which applies to
AREA and he explained. He expressed concern for
flat prohibitions against advertising and
suggested that T"advertising®" on Line 16 of the
bill be amended to “promotional advertising”.
Dave Hutchens asked that the bill be
restructured in such a way that the present law
that does apply to cooperatives continue to
apply, and that the additional restrictions that
the ccnmittee feels are appropriate apply to the
investor-owned utilities be set up in a separate
section.

Chairman Furnace called the ccnmittee’s
attention to the packet of information in their
files. He asked them to review it before
tanorrcw®s hearing.

The ccrrmittee took up discussion on HB 246.
Representative Bob Bettisworth, Prime Sponsor of
HB 246, came before the ccnmittee. He said that
he did not support the amendment putting a
sunset clause in the bill.

Rep. Bettisworth said that the small borrows
should have the right to make loans with banks,
however with the usury laws, it is impossible.
There was discussion by the ccnmittee and Rep.
Bettisworth concerning the bill.

Continuation of the discussion.

Gary Jenkins, Specialized Professional Services,
cited seme discrepancies in previous
testimonies.

He said that there has been no specific
testimony that would justify this legislation.
He discussed the lending rates of banks
throughout Alaska.

Richard Hall, National Bank of Alaska, stated
opposition to the CS which allows for a sunset
provision. He explained.

He urged the ccnmittee to pass the bill out in
its original form.

There was discussion by the ccnmittee and
Richard Hall concerning the bill.

Don Magnusson, Alaska Retail Association,
expressed support of the bill in its original
form.

There was discussion by the ccrrmittee concerning
various aspects of the bill.

Rep. Wendte moved and asked unanimous consent
that the ccnmittee pass out the original version
of HB 246 with individual recarmendations.
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Rep. Uehling objected and said that he would
rather have the CS moved out.

Chairman Furnace called for a vote on the motion
by a shew of hands. The motion failed.

Rep. Uehling moved and asked unanimous consent
to adopt the CS for HB 246 with individual
recarmendations.

Rep. Ringstad moved to amend “Line 15, Page 6 of
the bill: change 14th to 15th and change 1986
to 1987.°

Chairman Furnace called for a vote on the
amendment. The amendment passed.

Rep. Ringstad made an additional notion to
"change in Line 23, 1986 to 1987 . There being
no objection, it wbh~ so ordered.

Rep. Malc.ee moved to delete from the proposed CS
the sunset clause in Sec. 15.

He withdrew the amendment.

Rep. Ringstad moved and asked unanimous consent
to adopt the CS for HB 246 with the amendments
and pass it out of ccrrmittee with individual
recommendations.

Rep. Wencte objected and expressed the desire to
consider another 24 hours to deliberate on the
bill.

Chairman Furnace called for a vote on the motion
by a shew of hands. The motion carried.

The meeting was adjourned at 10:12 a.m. by
Chairman Furnace.



HEADING HOUSE LABOR & COMMERCE
STANDING COMMITTEE
April 28, 1983
8:52 a.m.
Manuks Present: Rep. Furnace, Chairman
Rep. Uehling, Vice-Chairman
Rep. Cowdery
Rep. Ringstad

Members Absent: Rep. Koponen
Rep. Wendte
Rep. Malone

CALENDAR HB 220 "An Act restricting cost items that may be
allowed in public utility rates."

SSHB 346 "An Act. exempting public utility inccme fran the
net inccme tax; and providing for an effective
date."

HB 131 "An Act relating to unlawful practices in the

sale or rental of real property.”
WITNESS REGISTER
WITNESS:
Carolyn Guess, Chairman
Alaska Public Utilities Commission
Dep urtment of Ccmnerce & Economic Development
"L* Street, Suite 100
Anc.lorage, Alaska 99501
276-6222
Position Statement: Testified in opposition of HB 220 and provided
information regarding SSHB 346.
WITNESS:
Robert Heath, Carmissioner
Department of Revenue

Pouch S
Juneau, Alaska 99811
465-2300
Position Statement: Testified that the Department was 1in opposition
of SSHB 346.
WITNESS:

Edith Russell, Administrative Assistant
Representative Bette Cato ® Office
Capitcl Building, Rocm 128

Pouch v

Juneau, Alaska 99811

465-4858

Position Statement: Answered questions fran the cannittee concerning
SSHB 346.

PREVIOUS ACTION

HB 220 02/23/83: HOUSE BILL NO. 220 by Lindauer,

entitled:

"An Act restricting cost items that may be
allowed in public utility rates."”
was read the first time and referred to the
Labor & Ccrrmerce Ccrrmittee.
Statutory Reference: AS 42.05.381(a)

SSHB 346 04/22/83: SPONSOR SUBSTITUTE FOR HOUSE BILL NO.
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346 by Cato, entitled:

"An Act exempting public utility inccme fran the
net inccme tax; and providing j.or an effective
date.™

was read the first time and referred to the
Labor & Catmerce and Finance Committees.
Statutory Reference: AS 43.20.011(e); AS 43.20;
AS 43.20.040; AS 43.20.072; and AS 43.20.340
01/28/83: HOUSE BILL NO. 131 by Hurlbert,
entitled:

"An Act relating to unlawful practices in the
sale or rental of real property."

was read the first time and referred to the
Labor & Commerce and Judiciary Ccnraittees.

See previous House Labor & Commerce Committee
Meeting minutes from: March 3, March 11, March
15, and March 17, 1983.

Statutory Reference: AS 18.80.240

The meeting was called to order at 8:52 a.m. by
Chairman Furnace. Members present were:
Representatives Furnace, Uehling, Cowdery and
Ringstad. Representatives Koponen arrived after
roll call; Wendte and Malone were absent.
Chairman Furnace opened discussion on HB 220.
Carolyn Guess, Chairman of the Alaska Public
Utilities Commission of Anchorage, testified in
opposition of the bill. She responded to
questions from the committee via the Legislative
Teleconference.

Chairman Furnace proposed to hear additional
testimony and to entertain discussion by the
committee concerning HB 220. He asked Carolyn
Guess to stand-by.

Chairman Furnace assigned the committee to
determine whether there were specific areas that
should be included in the bill.

Rep. Koponen said that he did not see a
demonstrated need for the bill.

Rep. Cowdery concurred with Rep. Koponen's
opinion and said that the areas of concern
indicated by the Sponsor have already been
addressed in various court cases.

Rep. Cowdery moved and asked unanimous consent
to hold the bill.

Chairman Furnace objected.

A vote was taken and the motion carried.
Chairman Furnace introduced SSHB 346 to the
ccrrmittee for consideration.

Robert Heath, Commissioner of the Department of
Revenue, came before the committee. He said
that the Department opposes the legislation. He
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explained.
There was discussion by the committee and
Commissioner Heath concerning the bill,.

Continuation of the discussion.

Carolyn Guess provided comments concerning
revenue requirements and consumer rates.

Edith Russell, Administrative Assistant to
Representative Bette Cato, was available to
answer questions fran the ccrrmittee.

Rep. Cowdery moved and asked unanimous consent
to advance SSHB 316 to the next ccnmittee of
referral with individual recommendations. There
being no objection, SSHB 346 was passed fran
the House Labor and Commerce Committee:.

The ccnmittee took up discussion on HB 131.

Rep. Ringstad moved and asked unanimous consent
to hold the bill. There being no objection, it
was so ordered.

There being no further items to come before the
committee at this tine, Chairman Fiamace
adjourned the meeting at 9:50 a.m.



HEADINGS TITLE 42.

Public Utilities and Carriers,

CHAPTER O05.
Alska Public Utilities Catmission Act.
ARTICLE 5.
Rates and Rate Schedules.
CITATION Sec. 42.05.381.
CATCH LINE
RATES TO BE JUST AND REASONABLE.
TEXT (@ All rates demanded or received by a public utility, or

HISTORY

by any two or more public utilities jointly, for a service
furnished or to be furnished shall be just and reasonable;
however, nc rate may include an allowance for costs of political
contributions, or public relations except for reasonable amounts
spent for

() energy conservation efforts;

(2 public information designed to promote more
efficient use of the utility"s facilities or services or to
protect the physical plant of the utility;

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

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

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

(© No utility, whether subject to regulation by the
conmission or exempt from regulation, may charge a fee for
connection to, disconnection frcm, or transfer of services in an
amount in excess of the actual cost to the utility of performing
the service plus a profit at a reasonable percentage of that cost
not to exceed the percentage established by the commission by
regulation.

(d A utility shall provide for a reduced fee or surcharge
for standby water for fire protection systems approved ur.der AS
38.70.081 which use hydraulic sprinklers.

(Sec. 6 ch 113 SLA 1970; am sec. 1 ch 86 SLA 1976; am sec. 5 ch
106 SLA 1977; am sec. 4 ch 45 SLA 1HO)



COMMITTEE REPORT « r

HOUSE /ZUle

FURTHER:
(11)
4/29/83 Date
Mr. Speaker:
The Commrittee on FINANCE has had -SSHB346

yAn Act exempting public utility income from the net income tax;
/land providing for an effective date.”

under consideration and reports it back as follows

[ 1 do pass [ ] do not pass
do pass with attached amendments(s)
same title
replace with CS for C f ] new title
and recommends MO c 0 m -,
AND attaches a "Letter cf Intent” New Fiscal Note n

: : : ] Zero Fiscal Note Attached
reports it back without recommendation

[ J referred to the Commi ttee
MEMBERS SIGHING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:
r N o
CHAIRMAN
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SSH3_3ftt;

SSH=_3A5 - An ict exemcting outlie utility income from the
net income tax.

Chairman Adams read a statement orepareo by the sponsor of the
1 ;slation» Representat ive- E-et.te Cato (see attachment .62).

CCMfcISSICWER 60b KEaTH. ?EPaRTwcNT OF REVENUEt stated that the

deportment is opposed to the Pill. H= said they object to a
specific suosidy which will not effect all communities with any
oeqree of similarity. Commissioner Heath said this would be a
windfall for caole t.v. systems in as mucn as they are not

regulated and would not be required to pass on savings and not
pay taxes.

Representative Lindauer asked if it is not true that in some
communities people are not facing rates which contain state taxes

where in others they uo. He said some communities are Deing
taxed to support the state of Maske* He said this bill would
equalize the uurdon. Representative Lindauer asked Commissioner
Heath if th™ oil would be more palatable if it did not include

those wutilities wnose rates were not regulated or thos”™ which
nave ueon designate,: public icilities (0l the purpose of getting
a certificate of convenience and necessity. Commissioner ueath
said chis wu.ild H «

Representative Ch jfi as”™e.. -,hj* mo -wecetive financial ii™&.act
cr the leoisl tiaa will be. Comrr.iss ioner Meath anticipated that
it vill be a?.* million in'" the first full year and £2 million a
year thereafter. Tnere was discussion of th® deoartment’'s fiscal
note dated April 26* 1933. '>nresentative Zharorf asked if the
utilities will receive a reoate or a credit. Commissioner Heath
"aio since they would have no tax laioility he presumed a direct
refuno .vould be itadj . Representative- 7naroff asked what woul d be
a reasonable amount of time snould the legislature "sunset" this
legislation. Commissioner oi:! not Know what a "sunset"
would do snj reaffirmed the departments opocsition to trie
lecisl?tion.

Representative Lindauer asked if a portion of tno tax reduction
will in foi.t result in an increase in federal taxes.
Commissioner Heatn said rougly A6 per cent.

Representative Duncan asked if approximately 30 oer cent 0f the
actual loss to the state in revenue of 2.5 million in Y 56 would
go tn ALASCGVe Com.ni sslener Heath said it would be the
assumption that tne largest hook reporting tax payers would

receive the largest break. ~Nenresentative Duncan said a number
cf smaller utilities would not n~r.efit or receive rebates under
*his legislation. There was discussion of how the consumer would

benefit under tno iecu si ation.

1011 05/23/33



(Representative "srtin arrived at this time.) -

Representative Lindauer proposed an amendment, saying it would
assist Revenue in tne completion of tax forms and aid to offset
tax reductions ov assuring that costs not. normally accepted by
public wutilities would not be accented oy the Alaska regulatory
commission. Representative LinJauer RH/ED AND ASKED UNANIMOUS
CONSENT that amendment number 1 he aoorovej (see attachment <I3).
Chairman Adams OBJECTED saying t~is is the same amendment offered
in House Labor and Commerce and turned down by that' committee.
Representative Lindauer said it was not turned down and this is a
standarc proctice to avoio taxes by shifting funds into a non-
taxable or non-regul atecj entity.

(Tape Cnanoe 83-72* Side 2)

There was discussion concerning the amendment. The CUE STION was
callea for.

IN FAVOR: oettiswortn* Lindauer? “srtin* Destinner* Viard*
Znarof f

OPPOSED: Aoams* Duncan
The ,,OTI ON PA5S2'?. (t-?)

Representat jv-r LiVauer N7 UNJNT M'vjS CCNScnt
aiiit.-n yjmerit nu-"ji-r - . roved (s*.- “ft* acri~'tfn- .66). There beino
Nu OBJECTION, it was so ordered.

Reoresentat ive Settiswortn KCWEJ A\'*J ASKPQ UNA\'l MOUS CONSENT that,
section 7* line 6, page ? be deleted and s°ction 8 be- re~umnereh
arid reao "tnis Act takes eff°c,t July 1? 1983". There being NO
OBJECTION* it v.as so ordered.

Rfcoresentat ive usttiswortn "C/ED AND ASKED UNANI"OUS CONSENT that
he u? exempted frj" a vote vr. the issue since ue owns some stock
in a utility company in RairhanKsS. Chairman Ada”s O0?JECTE®.

Ronr esentat ivj Lindauer "™JVED ntu a committee substitute be
drafted incorporatino tne amendments approved by the committee
and reported out of committee. There being NO OBJECTION? it was
so ordered and CSSSHB_3f*6_Ifinanc ej[ was reported out of committee
with "no recommenoation”.

adjournment,

The meeting adjourned at 2:25 p.m.
("la Hrc 23-72 -
MFC ?3-72 SiJo ? .6001-166)

1012 06/23/63



day -
SPONSOR STATEMENT
SSi.B 3AS

Public Utility Tax Exemption

Mr, Chairman,

I AM APPEARING TODAY TO TESTIPY IN SUTORT OF MY

SPONSOR SUBSTITUTE FOR HOUSE BILL 346, THIS BILL. IP ENACTED.

WILL EXEMPT PUBLIC UTILITY INCOME INZTHE STATE FROM ALASKA
STATE CORPORATE [INCOME TAX, PIY SPONSOR SUBSTITUTE FURTHER

REQUIRES THAT THE TAX SAVINGS RESULTING FROM ?;1S EXEMPTION

BE PASSED. DIRECTLY TO THE CONSUMER IN THE FORM GF RATE
REDUCTIONS,

Consumers throughout the state have experienced 1increasing

UTILITY BILLS, IT IS A GROWING CONCERN THAT AFFECTS NEARLY

EVERY HOUSEHOLD; BOTH RURAL AND URBAN, UTILITIES ARE BASIC

TO THE WEEDS OF OUR PEOPLE, EACH MONTH A PORTION OF THEIR

TELEPHONE. GAS. AND ELECTRIC BILLS CONTAIN A CHARGE TO REIMBURSE

UTILITIES FOR ANY CORPORATE TAXES UTILITIES ARE REQUIRED TO FAY.

This bill will eliminate these unseen taxes and reduce ratf.s

1_.UNDERSTAND THAT THE IMPACT ON STATE REVENUES WILL BE
MINIMAL. AND I BELIEVE THAT THE EFFECT OF THIS BILL 3S. PROPER

PUBLIC POLICY FOR THE STATE, I URGE YOUR FAVORABLE ACTION,
TODAY,

1017
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