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FISCAL NOTE ANALYSIS
CSHB 314 (Fin)

This bill includes cost savings features for the APUC. The bill does
require,[however, that new regulations be prepared to set up a simplified
rate filing procedure. Contractual services for assistance with those
regulations of 6.0 is included. The bill prohibits the Commission from
allocating costs for assistant Attorney General services. Contractual
services|of $68.3 are accordingly included as requested by the APUC.
Section 8 of the bill provides that the Commission shall assign as many
matters as possible to a hearing officer of administrativz law judge. One
new hearing officer has been included in the fiscal note at a cost of
$75,000 annually.
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Original sponsor: Davis

IN THE HOUSE BY THE FINANCE COMMITTEE
. CS FOR HOUSE BILL NO. 3174 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Public Utilities
Commission Act; and providing for an effective date."
BE IT ENACTFD BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42.05.030(a) is amended to read:

(a) The term of office of each member is six years. [THE GOVER-
NOR SﬁALL DESIGNATE WHO AMONG THE INITIAL APPOINTEES SHALL SERVE,
RESPECTIVELY, FOR TERMS OF TWO YEARS, FOUR YEARS AND SIX YEARS.] A
commissioner, upon the expiration of a term, shall continue to hold
office until a successor is appointed and qualified.

* Sec. 2. AS 42.05.040 is amended to read:

Sec. 42.05.040. QUALIFICATIONS OF MEMBERS. Members shall be
qualified as follows: one member shall be a graduate of an accredited
school of law; one member shall be a graduate of an accredited univer-
sity with a major in engineering; one member shall be a graduate of an

accredited university with a major in finance, accounting, economics,

or business administration; and two members shall be consumers. A

professional member of the commission must have worked for at least

five yéars in the member's professional field.
* Sec. 3. AS 42.05.050 is amended to read:
Sec. 42.05.050. ACTUAL EXPERIENCE EQUIVALENT TO A DEGREE.

Actual experience that is related to utilities management or regu-

lation for a period of five years in the practice of law or in the

field of engineering or in the field of finance, accounting, econom-

ics, or business administration [OR ACCOUNTING] is equivalent to a

¥ CSHB 314(Fin)
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degree.
Sec. 4. AS 42.05.121 is amended to read:

Sec. 42.05.721. EMPLOYMENT OF COMMISSION PERSONNEL. (a) The
commigsion may employ an executive director who shall have had at
least five years of experience in public utility management or regu-
lation, law, accounting, engineering, or an allied field. The execu-
tive director is responsible for directing the administrative func-
tions lof the commission and carrying out the policies as set by the

commission. The commission may employ engineers, hearing officers,

administrative law judges to the extent provided by AS 42.05.171 and

AS 42.,06.140(b), experts, clerks, accountants, and other agents and

assistants it considers necessary. The executive director, deputy

director, attorneys, hearing officers, and administrative law judges
l
are in the partially exempt service under AS 39.25.720. Other employ-

ag! [EMPLOYEES] and agents of the commission [WHO ARE NOT PARTIALLY
EXEMPT UNDER AS 39.25.720, OTHER THAN LEGAL COUNSEL,] are in the
classified service under AS 39.25.100.

(b) In addition to its staff of regular employees, the commis-

sion Tay contract for and engage the services of consultants and

experts the commission considers necessary if the commission resources

or expertise are insufficient to perform the necessary task.

Sec. 5. AS 42.05.1271 is amended by adding a new subsection to read:
(F) The commission shall maintain accurate records of the time
devoted by a consultant or expert to each matter and the services
provid%d. The services shall be described in reasonable detail.
Sec. 6L AS 42.05.141(a) is amended to read:
(L) The Alaska Public Utilities Commission may
(1) regulate every public utility engaged or proposing to

engage in such a business inside the state, except to the extent

CSHB 314(Fin) -2-
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exempted by AS 42.05.711; in exercising its authority, the commission

has the powers expressly conferred or reasonablvy implied bv this

chaptér [, AND THE POWERS OF THE COMMISSION SHALL BE LIBERALLY CON-
STRUED TO ACCOMPLISH ITS STATED PURPOSES];

(2) 1investigate, upon complaint or upon its own motion, the
rates, classifications, rules, regulations, practices, services and
facilities of a public utility and hold hearings on them;

(3) make or require just, fair and reasonable rates, clas-
sifications, regulations, practices, services and facilities for a
public¢ utility;

(4) prescribe the system of accounts and regulate the
serviae and safety of operations of a public utility;

‘ (5) require a public utility to file reports and other
inforﬂation and data;
| (6) appear personally or by counsel and represent the
inter;sts and welfare of the state in all matters and proceedings
involving a public utility pending before an officer, department,
board, commission or court of the state or of another state or the
United States and to intervene in, protest, resist, or advocate the
granting, denial or modification of any petition, application, com-
plaint or other proceeding;

(7) examine witnesses and offer evidence in any proceeding
affecting the state and initiate or participate in judicial proceed-

ings to the extent necessary to protect and promote the interests of

the stLte.

*iSee. 7L AS 42.05.161 is amended by adding a new subsection to read:

(f) A commission meeting is open to the public under AS 44.62.-
310(a), except that the commission may conduct a meeting in executive

session under AS 44.62.310(b) and (c). A meeting of the commission

-3- CSHB 314(Fin)
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may not be closed to the public under AS 44.62.310(d) (1).
* Sec. 8. AS 42.05.171 is repealed and reenacted to read:

Sec. 42.05.171. FORMAL HEARINGS. (a) The commission may hold a
hearing on a matter that is subject to the jurisdiction of the commis-
sion or may assign the matter to one or more commissioners, a hearing
officer, or an administrative law judge. The commission shall assign
as many matters as possible to a hearing officer or administrative law
judge.

(b) When the commission does not preside over a hearing, the
presiding officer shall render a proposed decision in the case unless
the cbmmission requires, either in a specific case or by regulation
applying to a class of cases, that the entire record be certified to
the commission for decision. The proposed decision becomes the
decision of the commission without further procedures unless there is
an appeal to, or review on the motion of, the commission within the
time iimits provided in this chapter. On appeal from or review of the
proposed decision, the commission has the powers that it would have in
making an initial decision unless the commission has limited the
issues it will consider by notice to the parties or by regulation.

(c) In a matter heard by the commission, a commissioner who has
not heard or read the testimony, including the argument, shall review
the record before participating in the decision.

(d) In determining the place of a hearing the commission shall
give preference to the place most convenient for those interested in
the subject of the hearing.

(e) The commission shall employ a sufficient number of hearing
officers or administrative law judges to hear and decide matters

arising before the commission under this chapter.

* Sec. 9. AS 42.05.227(a) is amended to read:

CSHB 314 (Fin) Sk
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(a) A public utility may not operate and receive compensation

for providing a commodity or service until it has obtained [AFTER

JANUA%Y 1, 1971 WITHOUT FIRST HAVING OBTAINED FROM THE COMMISSION
UNDER?THIS CHAPTER] a certificate under this chapter declaring that

pub111 convenience and necessity require or will require the service

or that the service is in the public interest. If [WHERE] a public

utility provides more than one type of utility service, a separate
certificate of public convenience and necessity is required for each
type. A certificate shall describe the nature and extent of the
authority granted in it, including, as appropriate for the services
involved, a description of the authorized area and scope of operations
of the public utility.

Sec. 10. AS 42.05.247 is amended to read:

Sec. 42.05.2417. CONDITIONS OF ISSUANCE. The commission shall

issue |la certificate if [A CERTIFICATE MAY NOT BE ISSUED UNLESS] the

commiésion finds that the applicant is fit, willing and able under (b)

of this section to provide the utility services applied for and that
\

the services are required for the convenience and necessity of the

public or are in the public interest. The commission may issue a

certificate granting an application in whole or in part and attach to
the grant of it the terms and conditions it considers necessary to
protect and promote the public interest including the condition that
the applicant may or shall serve an area or provide a necessary ser-
vice not contemplated by the applicant. The commission may, for good
cause, deny an application with or without prejudice.
Sec. 11. AS 42.05.241 is amended by adding new subsections to read:

(b) The commission shall find an applicant fit, willing, and
able to provide utility service if the commission finds that

(1) the applicant: has  the [financial, operational, |

-5= CSHB 314(Fin)




management, and maintenance capability to provide the proposed ser-
vice;

(2) the applicant has or will have adequate equipment and
facilities to provide and maintain the proposed service; and

(3) the applicant submits evidence demonstrating that the
applicant will comply with the law.

(c) In a hearing on the issuance of a certificate under this
section, the applicant for the certificate has the burden of showing
that the proposed service is required for the convenience and necessi-
ty of the public or is in the public interest.

(d) If issuance of a certificate is not contested, the commis-
sion shall grant or deny the application no later than six months
after the application was filed. If the commission has not reached a
decision within six months, it shall issue the certificate.

* Sec. 12. AS 42.05.251 is amended to read:

Sec. 42,05.251. USE OF STREETS IN CITIES AND BOROUGHS. Public

utilities have the right to a permit to use public streets, alleys,

and other public ways of a municipality [CITY OR BOROUGH, WHETHER HOME

RULE OR OTHERWISE,] upon payment of a reasonable permit fee and on
reasonable terms and conditions and with reasonable exceptions the

municipality [CITY OR BOROUGH] requires. The fee may not exceed the

actual cost to the municipality of the utility's use of the public way

and of administering the permit program. A dispute as to whether

fees, terms, conditions, or exceptions are reasonable shall be decided
by the commission. The commission may require a utility to add the
amount of any permit fee paid as a pro rata surcharge to its bills for

service rendered at locations within the boundaries of any municipal-

ity that [CITY OR BOROUGH WHICH] requires payment of a permit fee.
* Sec. 13. AS 42.05.361(c) is amended to read:
CSHB 314(Fin) -6-
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(c) The commission may reject the filing of all or part of a
tariff that [WHICH] does not comply with the form or filing regu-

lations of the commission [OR WHICH IS NOT CONSISTENT WITH THIS CHAP-
\

TER OR THE REGULATIONS OF THE COMMISSION]. A tariff or provision so

rejected is void. If the commission rejects a filing, it shall issue

a statement of the reasons for the rejection. Unless the utility and

the commission agree to an extension of time, the commission may not

\
reject a filing under this subsection after 45 davs have elapsed from

the date of filing.

Sec. 14. AS 42.05.381 is amended by adding a new subsection to read:

(e) The commission shall adopt regulations for electric coopera-
tives setting a range for adjustment of rates by a simplified rate
filing procedure. A cooperative may apply for permission to adjust
its rates over a period of time under the simplified rate filing
procedure regulations. The commission shall grant the application if
the qooperative satisfies the requirements of the regulations. The
commi‘ssion may review implementation of the simplified rate filing
procefure at reasonable intervals and may revoke permission to use the
procedure or require modification of the rates to correct an error.
Sec. 15. AS 42.05.42171(a) is repealed and reenacted to read:

(a) When a tariff filing is made containing a new or revised
rate, classification, rule, regulation, practice, or condition of
service the commission may, either upon written complaint or upon its
own motion, after reasonable notice, conduct a hearing to determine
the reasonableness and propriety of the filing. Pending the hearing
and qecision, the commission may suspend the operation of the tariff
filing by order stating the reasons for the suspension. When the
commﬂssion suspends the operation of a tariff, the commission may
grant an interim rate increase. The period of suspension may not

7l CSHB 314(Fin)
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exceed 10 months unless

(1) the proceedings involve substantial affiliated interest
transactions or complex rate design issues;

(2) the utility has delayed the proceedings, but the period
of suspension may not exceed 10 months plus the length of the delay;

(3) the utility requests an extension, but the period of
suspension may not exceed 10 months plus the length of the extension;

7 (4) another legal or regulatory body is considering the
issué and has not entered its decision;

(5) the proceedings involve unusual or complex situations
or iJsues.
Sec. 16. AS 42.05.427(b) is amended to read:

.(b) An order suspending a tariff filing may be vacated if, after
investigation, the commission finds that it is in all respects proper.
Otherwise the commission shall hold a hearing on the suspended filing
and issue its order, before the end of the suspension period, grant-
ing, |denying, or modifying the suspended tariff in whole or in part.

If the commission does not act on the tariff filing within the period

of suspension allowed under (a) of this section. the tariff filing

takeé effect at the end of the suspension period.

Sec. [17. AS 42.05.427(c) is amended to read:

(c) If the commission authorizes an interim [IN THE CASE OF A

PROPOSED INCREASED] rate, the commission may by order require the

interested public utility or utilities to place the amounts subject to

refund in escrow in a financial institution approved by the commission
and keep accurate account of [ALL AMOUNTS RECEIVED BY REASON OF THE
INCREASE, SPECIFYING] by whom and in whose behalf the amounts are

paid., Upon completion of the hearing and decision the commission may

by order require the public utility to refund to the persons in whose

CSHB 314(Fin) -8-
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behalf the amounts were paid, that portion of the increased rates

which |was found to be unreasonable or unlawful. The commission shall

immediately authorize release of the balance of funds to the utility.

Funds may not be released from escrow without the commission's prior

written consent and the utility shall instruct the escrow agent of

this requirement [SHALL BE SO INSTRUCTED BY THE UTILITY,] in writing

and send [, WITH] a copy to the commission. The utility may, at its
expenée, substitute a bond for [IN LIEU OF] the escrow requirement.
Sec. {8. AS 42.05.421 is amended by adding a new subsection to read:

(e) At the time of a tariff filing or at any time the tariff
filing is under suspension, the utility may request the commission to
allow the tariff filing to take effect on an interim basis. The
commission shall process the request as a tariff filing under AS 42.-
05.411. 1If the filing contains a proposed new rate or rate increase,
the commission may allow that rate or a lesser rate to take effect on
an interim basis, subject to refund or other appropriate disposition
at the discretion of the commission.

Sec. 19. AS 42.05.431 is amended to read:

Sec. 42.05.431. POWER OF COMMISSION TO FIX RATES. When the
commission, after an investigation and hearing, finds that a rate
demanded, observed, charged or collected by a public utility for a
servicE, subject to the jurisdiction of the commission, or that a
classiFication, rule, regulation, practice, or contract affecting the
rate, is unjust, unreasonable, unduly discriminatory or preferential,
the commission shall determine a just and reasonable rate, classifica-
tion, rule, regulation, practice, or contract to be observed or al-
lowed and shall establish it by order. A municipality may covenant

with bond purchasers regarding rates of a municipally owned utility,

and the covenant is wvalid and enforceable z2nd is considered to be a

-9- CSHB 314 (Fin)
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contract with the holders from time to time of the bonds. The finan-

cial covenants contained in mortgages and other debt instruments of

cooperative utilities organized under AS 10.25 are also valid and

enforceable, and rates set by the commission must be adequate to meet

those covenants. However, a cooperative utility that is negotiating

to enter a mortgage or other debt instrument that provides for a

times-interest-earned ratio (TIER) greater than the ratio the commis-

sion ﬁost recently approved for that cooperative shall submit the

mortgage or debt instrument to the commission before the instrument

takes leffect. The commission may disapprove the instrument within 60
!

davs after its submission. If the commission has not acted within 60

days, 'the instrument is considered to be approved.

Sec. 20. AS 42.05.437 is amended by adding a new subsection to read:

(b) A wholesale power agreement between public utilities is sub-
ject to advance approval of the commission. After a wholesale power
agreement is in effect, the commission may not invalidate any purchase
or sale obligation under the agreement. However, if the commission
finds that rates set in accordance with the agreement are not just and
reasonable, the commission may order the parties to negotiate an
amendment to the agreement and if the parties fail to agree, to use
the dispute resolution procedures contained in the contract.

Sec. 21. AS 42.05.651 is amended to read:

Sec. 42.05.651. EXPENSES OF INVESTIGATION OR HEARING. After
completion of a hearing or investigation held under this chapter, the
commission shall allocate the costs of the hearing or investigation
among |the parties, including the  commissicn, as 1is just wunder the
circumstances. In allocating costs, the commission may consider the
resulir, ability to pay, evidence of good faith, other relevant fac-

tors and mitigating circumstances. The costs allocated may include

CSHB 314 (Fin) -10-
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the costs of any time devoted to the investigation or hearing by hired
consultants, whether or not the consultants appear as witnesses or

participants, but only if the consultants were necessary under AS 42.-

05.121(b). The costs allocated may not include the cost of permanent

staff  for the commission or the cost of services provided bwv the

Department of Law to the commission but mav include other necessary

expenses not allocated in the operating budget [ALSO INCLUDE ANY

OUT-Oﬁ-POCKET EXPENSES INCURRED BY THE COMMISSION IN THE PARTICULAR
PROCEEbING]. The commission shall provide an opportunity for a [ANY]
perso& objecting to an allocation to be heard before the allocation
becomes final.

Sec. 22. AS 42.05.711(f) is repealed and reenacted to read:

(f) A public utility that receives gross annual revenue of less
than ?500,000 may, under AS 42.05.712, elect to be exempt from this
chapter other than AS 42.05.221 - 42.05.281.

Sec. 23. AS 42.05.712(a) is amended to read:

~~

a) A utility or cooperative that [WHICH] may elect to be exempt

from [THE PROVISIONS OF] this chapter shall poll its subscribers or

members in the manner described in this section. A cooperative formed

for the generation and transmission of electrical service may not

elect to be deregulated under this section unless each of its members

that is organized as a distribution cooperative has held an election

among its subscribers to determine the cooperative's vote on deregu-

lation.
Sec. 24, AS 42.05.720(4) is amended to read:

| (4) "public utility" or "utility" includes every corpora-
tion (whether public, cooperative, or otherwise), company, individual,
or association of individuals, their lessees, trustees, or receivers
appointed by a court, that owns, operates, manages or controls any

-11- CSHB 314 (Fin)




1 plant, pipeline or system for

2 (A) furnishing, by generation, transmission or distri-
3 bution, electrical service to the public for compensation;

4 (B) furnishing telecommunications service to the
5 public for compensation;

6 (C) furnishing water, steam or sewer service to the
7 public for compensation;

8 | (D) furnishing natural or manufactured gas to the
9 public for compensation by transmission or distribution, except
10 as necessary for a producer to supply first sale gas to an entity

11 other than a public utility in which the producer has an affili-

12 ated interest, if the distribution or transmission facilities to
13 the point of sale are either located entirely within the produc-
14I tion leasehold or unit of the producer, or, to the extent that
15 they are not located within the leasehold or unit, the facilities
16 ére valued at $1,000,000 or less or are declared by the producer
17 to be a common carrier subject to regulation under AS 42.06 [OF
18 §ATURAL OR MANUFACTURED GAS TO THE ALASKA PUBLIC FOR COMPEN-
19| IATION];
20] l (E) furnishing for distribution or by distribution
21 )>etroleum or petroleum products to the, Alaska public for compen-
22 ;ation when the consumer has no alternative in the choice of
28 supplier of a comparable product and service at an equal or
24I lesser price;
25l (F) furnishing collection and disposal service of
26 garbage, refuse, trash or other waste material;
27| * Sec. 25. AS 44.66.010(4) is amended to read:
28 (4) Alaska Public Utilities Commission (AS 42.05.010) =--
29 Jiane 305 JS89, ([ 1986] ;

CSHB 314 (Fin) -12-
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* Sec. 26. Notwithstanding AS 42.05.030, as soon as the term of the
consumer members under AS 42.05.040 expires, the governor shall reappoint
or replace a member for a term of four years and a member for a term of six
years so that the terms of the consumer members of the board are staggered.

* Sec. 27. Notwithstanding the amendments to AS 42.05.040 made by
sec. 2 and to AS 42.05.050 made by sec. 3 of this Act, a member of the
commission on the effective date of this Act may continue to serve as a
commission member and may be reappointed to the commission without meeting
the additional qualifications.

* Sec. 28. The amendments made by secs. 4 - 6, 8 - 13, 15 - 17, and 21
of this Act do not apply to a proceeding begun before the effective date of
this Act.

* Sec. 29. AS 42.05.431(b) enacted by sec. 20 of this Act applies only
to wholesale power agreements entered into after the effective date of this
Act. |

* Sec. 30. Notwithstanding the amendments made by sec. 23 of this Act,
a utility that was exempt from AS 42.05.2271 on the day before the effective
date of this Act may continue to operate and to receive compensation with-
out holding  a certificate from the Public Utilities Commission until the
commission has acted on the utility's application for certification if the
utility files an application for certification within 60 days after the
effective date of this Act.

* Sec. 31. Notwithstanding AS 42.05.371, a utility that was exempt from
regulation by the Public Utilities Commission on the day before the effec-
tive date of this Act may continue to charge the tariffs it charged on the
day before the effective date of this Act, until otherwise ordered by the
commission, if it files its complete tariff with the commission within 60

days after the effective date of this Act.
* Sec. 32, AS 42.05.711(g) is repealed.

-13- CSHB 314 (Fin)
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* Sec. 33.
HoR070(c) .

CSHB 314 (Fin)
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Fiscal Immpact Analysiss
CSHB 314 4/28/386 Revision

Introduction:

This analysis supports the Alaska Public Utilities Commission’s (APUC
or Commission) 5/1/86 Fiscal Note in response to the above referenced
bill. Before presenting the specific section comments, a brief intro—
ductory statement is presented here for clarification.

Earlier versicns of HB 314 were followed by APUC sponsored fiscal notes.
Each subsequent version of the bill typically required an updated fiscal
analysis. In each case, however, the Commission took the opportunity to
speak to not only the apecific fiscal impacts of the bill, but also to the
faot that the budget process had already produced an appraximately ten
percent reduotion in personal services (five full-time equivalent poal-
tions). Whila concern for the pending budget reductions has not lessened,
the Commission has opted to present thie most current fiascal analysis net
of the previously requested "reinstatement” increment. The section com-
ments which follow, as well as the fiscal note itmelf, speak only to the
workload and procedural impacts of the bill, The Commission encourages
the Legimlature to incoporate our earlier statements regarding the nega-
tive effeots of the proposed budget reductions during its continuing
review of the budget bills now in progress.

Fiscal Impact Analysis:

For purposss of economy, only those sections which have actual dallar
impact will be discussed. Other =mections can be preaumed to have no
new fiscal impact other than the general reference to anticipated budget
constrainta noted above.

Sec. 7 AS 42.05.161
Fiscal Impact: 8 4.6 Contractual
4.6 Totnl

This section imposes specific limitations on the application of the
"Open Meetings” law to certain Commission proceedinga. The additionsl
cosias for this smection include 1.0 for the public noticing process
asgociated with Increased numbers of public meetings and 3.8 for court

reporting services assoclated with recording and transcribing these
proceedings,
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Fiscal Impact: $ 149.9 Personal Services

| 149.9 Total
This section continues to direct the Commission to utilize hearing
officers to |the maximum extent poesible. The APUC believes that the
most effective method of responding to this legislative directive is
to establish such hearing officers as Commission employees and has
proposed two such positions. The Commission is aleo accutely aware of the
anticipated general fund contraints in FY87 and future years, and is fully
prepared to take the alternative approach of using coniractual hearing
officers which can be funded by program reoceipts and cost allocations per
AS 42.05.661.

|
Sec. 14 AS 42.05.381(e)

Fiscal Impaoct: § 28.1 Personal Services
3.0 Contractual

31.1 Total

This asection implements simplified rate filing scheme for cooperative
electiric utilities. In ita earlier analysia, the Commiggion based its
fiscal impact projeotions on a prooedure that would require quarterly
updates to | be filed by the utilities. Recently the Commission has
indicated its intent to establish the simplified filing procedure with
only semi-annual filings. As a result, the earlier fiscal impact of 62,2
has been nPduoed by one-half to 31.1.

\
Sec. 81 AS 42.05.651

Fisoal Impept: 8 68.9 Contractual
88.3 Total

This section would preclude future APUC cost allocations for the services
of the Asaistant Attorney General agsociated with any given docket. In
its earlier fiscal note, the Commission raised the question of whether the
language In a previous version of this section might not prevent such
cost allocations in the future. The current language makes it olear that,
as a matter of policy, such cost allocations will be discontinued. Since
the Reimbusable Services Agreement with the Department of Law for the two
Aasistant Attorneys General assigned to the Commission is partially funded
by program receipts, the prospective change in cost allocations requires
that this funding obligation be transferred to the general fund. 68.3 in
additional general fund contractual dollars is necessary to compensate for
the loss of program receipts. The Commission oonsiders this element of,
the fiacal mote to be its highest priority.
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STATE OF ALASKA 1986 LEGISLATIVE SESSION

FISCAL NOTE

_ Revislon Dae : M
REQUEST ' CAL AIL

LG e S i
BilUResolution No.:  CSHB 314 " Agency Affectsd: Ak . Public Utilities Commissior

Tide:  Alaska Public Utilities BRU: o RUC
Commission Act

Sponsar
Requestor ¢ Finance Committee
Dats of Request:

Components @

_EXPENDITURES/REVENUES : _(Thousands of Dollars)

OPERATING | FY 86 FY &7 FY 83 FY 89 FY 90 FY 91 _'
PERSCNAL SERVYICES 1780 178 .0 178 .0 178.0 178.0
TRAVEL
CONTRACTUAL  © 75 _Q 75 9 75 .9
SUPPLIES | i
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS E

MISCELLANECUS

TOTAL OPERATING 253,09 1 253, 253,98 1253 9 1 283 0 _J
CAPITAL

SME 0 TELQ

e rE e e e

REVENUE I

FUNDING 1 Thousands of Dol_ln-rs)

GENERAL FUND 253,9 1 253,09 | 253,09 253,09 12539
FEDERAL FUNCS
CTHER

e AEvim WS LT
POSITIONS

S e e — =

FULL-TIMB 2.5 215 2.5 2.5 2.5
PART-TIME -
TEMPCRARY

ANALYSIS 1 Atach a separats page Uf necossary

Specific comments and section analysis are attached.

T.S. Moninski II, Executive Director p.... 276-6222 Ext. 138
Dividion V' _ Alaska Publlc Utlilities Commiss Dae: May 1, 1086

Approved by Commissioner : - Dam:
Ageney !
Diswribution (by Agency preparing fscal note)

Leglsladve Flaance
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Offlcs of Managerment and Budget
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Alaska State Legislature

W hile i Junaau
P.O. Box V
Juneau. Alaska 99811
(907) 465-3709

STEVE FRANK

DISTRICT 20A
Finance Committee

1125 Sunset Drive
Fairbanks, Altaska 99701
(907) 452-3421

House of Representatives

Following is a section by section analysis of HB 314 (FINANCE):

Section | removes obsolete language about initial appointments to the
commission.

Section 2 permits appointment of a person with a major in economics to
the commission and requires that professional members of the commission
have vrorked for at least five years in their professional fields.

Sggm.‘i requires that actual experience be related to utilities
manaqement or regulation before the experience may substitute for a
degree.

Section 4 reflects changes made to AS 42.05.171 in section 8 of the bill,
relating to the powers of hearing officers and administrative law judges. [t
also lists those employees of the commission who are in the partially
exempt service now.

Subsection (b) limits the employment of consultants to matters in which
commission resources are insufficient to do the work.

Section S adds a new subsection requiring the commission to maintain
accurate records of a consultant’'s work on a matter.

Section 6 directs that commission powers be interpreted to include powers
“expressly conferred or reasonably implied” instead of directing that the
powers of the commission be “liberally construed to accomplish its stated
purposes.”

Section 7 requires the commission to comply with open meeting laws and
specifies that commission proceedings may not be closed to the public as
adjudicatory proceedings.



CSHB 314 (FINANCE) Page 2

Section 8 amends the section on formal hearings to require the commission
to assign as many matters as possible to a hearing officer or administrative
law judge and to set out the procedures that the commission follows when
it does not preside over a hearing. The hearing officer or administrative
law judge enters a proposed decision which the commission may change or
adopt.

Subsection (c) permits a commissioner who has not heard or read the
testimony to participate in the decision after reviewing the record.

i
Sections 9 and 10 direct that the commission issue a certificate to a public
utility n‘ the services are required by the public convenience and necessity
or are in the public interest.

Section 11 adds new subsections setting out when an applicant is “fit,
willing, and able” and imposing a time limit of six months on the
commi§sion's review of uncontested applications for certification.

Section 12 substitutes “municipality” for “city or borough, whether home
rule or|otherwise” to reflect changes made by the Municipal Code adopted
last year and limits the amount of the fee that a municipality may charge
to the actual cost.

Section 13 requires the commission to issue a statement of reasons for
rejecting a tariff filing and imposes a time limit of 45 days on the
commission’s authority to reject a filing that is not consistent with the
chapter or the regulations of the commission.

Section 14 adds a new subsection to require the commission to adopt
regulations that permit a simplified rate filing procedure for electric
cooperatives.

S_g_,mgn‘_li limits the period of suspension of operation of a tariff to 10
months unless one of the listed reasons applies.

Section 16 provides that if the commission does not act on a tariff filing
within the period of suspension allowed under section 13 of the bill, the
tariff filing takes effect.

Section 17 clarifies language concerning return of amounts in escrow and
requires the commission to authorize the release of the balance
immediately after the hearing and decision.



CSHB 314 (FINANCE) Page 3

Section 18 adds a new subsection permitting the utility to request that a
tariff filing take effect on an interim basis.

Section 19 requires the commission to consider the financial covenants
contained in mortgages and other debt instruments of cooperative utilities
when setting the rates they may charge.

Section 20 subjects all wholesale power agreements between public
utilities to advance approval of the commission. The commission may later
order the parties to negotiate an amendment to the contract if rates set
pursuant to the contract are found not to be just and reasonable.

Sectiog 21 limits what costs may be allocated among the parties. Prohibits
the commission from allocating the cost of_ ;services provided by the
Department of Law.

Section 22 permits a public utility that receives gross annual revenue of
less than $500,000 to elect to be exempt from regulation. The existing
language of the subsection permits electric or telephone utilities that do not
gross $325,000 annually to elect to be exempt from regulation.

\
Section 23 limits the procedures by which a cooperative formed for the
generation and transmission of electrical service may elect to be
deregulated.

Section 24 amends the definition of “public utility” to clarify when the
furnishing of natural or manufactured gas constitutes acting as a public
utility.“

Section 25 extends the termination date of the Alaska Public Utilities
Commission to 1989.

|
Section 26 alters the terms of the two public members of the commission
so that they will expire in different years.

Section 27 permits members of the commission on the effective date-of the
bill to continue to serve and to be reappointed even if they do not meet the
new qualifications established in sections 2 and 3 of the bill.

Section 28 limits the application of the cited sections to hearings begun on

or after the effective date of the bill.



CSHB 314 (FINANCE) Page 4

Section 29 specifies that the commission is prohibited from amending only
wholesale power contracts that are entered into after the effective date of
this act.

Section 30 permits utilities that were exempt under existing law to
continye to operate until the commission acts on the utility's application for
certification if the utility applies for certification within 60 days after the
effective date of the Act.

S_gg.igﬂ_ﬁ permits a utility that was exempt from regulation under
existing law to continue charging its customers until the commission has
acted on its tariff filings if the utility files its complete tariff with the
commission Within 60 days after the effective date of the Act.

S_e_cmuz repeals an exemption from statute. AS 42.05.711 (g) is
redundant because of the amendment to AS 42.05.711 (f) in section 22 of
the bill,

Section 33 is an immediate effective date.
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Committee Pronosed Amendment to
AS 42.05

Sponsor : Components : Admlnlstration
Requestor

Date of Request: i

EXPENDITURES/REVENUES : (Thousands of Dollars) <

OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL Oflult (B50E Y Selgsplt (GG 5738530
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOCUS

TOTAL OPERATING 85! i gl.1l 18aL15730 Splenult (&5 105G

)

CAPITAL | |

REVENUE

FUNDING : (Thousands of Dollars)

GENERAL FUND ¥ 811 81,1 | - @il . [8g) 1 81.1
FEDERAL FUNCS |
OTHER
TOTAL g2 01 1 ]

POSITIONS :

FULL-TIME |
PART-TIMEB |
TEMPCRARY \

oM [ 5| (o) | 1 | Qs W]

ANALYSIS :  Ateach a separate page if necessary

The APUC currently contracts with the Department of Law for the
services of two Assistant Attorneys General (AAG). Although the
second AAG position has been frequently documented as being criti-
cal to the effecient processing of APUC caseload, specific budget

T. S. Moninski II, Deouty Director 276-6222
epared by : Phone :
Division : Alaska Public Utilities Commission Daws: 1/.28/88
\ Approved by Comunlss|oner: __ }Dj}b\ Dae: // 25/ 4
Agency . Llgmmac< /

Disuibution (by Agency preparing flscal note) :
Legislative Finance|
Legislative Sponsor,
Requestor \
Cffics of Management and Budget ae
Impacted Agency(ies) pags _1 of e 2 1022183
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‘“the.Hearing Examiner position, the full utilization

CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No._CSHB 214(1.&C) No. 1 Page 2 of 2

authorization for this position has never been forthcoming. ' The
Commission has responded, again, by forcing vacancy in other necessary
staff positions as well as foregoing other well justified expenditures
in order to provide for approximately 50% of the RSA costs. The
balance of the costs are currently provided via Program Receipts which
are generated through cost allocation to the utilities per a Commis-
sion interpretation of AS 42.05.651/ This interoretation has been
contested and an appeal of this practice is presently pending before
the Superior Court. If the Court declares the cost allocation of AAG
services to be illegal,.the Commission will face the burden of full
General Fund funding of this position. As noted in the analysis of

of the AAG position
is directly linked to the successful implementation of the proposed

changes to AS 42.05.421. This fiscal note requests full “funding of
the AAG position.

page of
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REQUEST Page 1 of 2

BilURaolutlo.n No.: CSHB 314(L&C) No. 2 -

Agenc ected
Title Joint Labor & Commerce Commltteengp,y;‘fﬂsida
Proposed Amendments to AS 42.05

FISCAL DETAIL

Commerce & Economic Develoomer
Public Utilities commission

Sponsor :
Requestor
Date of Request: |

Adminicstration

Components :

EXPENDITURES/REVENUES : (Thousands of Doilars)

OPERATING

FY 86

FY 87

FY 88

FY 89

FY 90

FY 51

PERSONAL SERVICES

73.8

73.8

ViSRS

/3.8

P e

TRAVEL
CONTRACTUAL s
SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANECUS

TOTAL OPERATING 713.8 73.8 73.8 73.8 713.%8

CAPITAL

REVENUE | ; |

FUNDING : (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
CTHER

TeTAL

7134 8 73.8

(EEraS

/3.8

POSITIONS :

FULL-TIME 1 7 | ]
PART-TIME
TEMPCRARY

|
ANALYSIS :  Arach a separate page if necessary

The APUC currently has an authorized Hearing Examiner position (PCN
08-6057). This position was unfunded at inception and continues to
be unfunded through FY 87. As a result of forced vacancy in other

vital agency positions, the Commission has been able to utilize the

Pregaredby: L. $. Moninski TI, Deouty Director Phone : =2.10626222
Division: _Alaska Public Utilities Commission Date: _1/28/86

S~ Duwe: LAl
Crin mo cC O

Distribution (by Agency preparing flscal note) :
Legisiative Finance
Legisiative Spenscr
Requestor
Cffics of Management and Budget
Impacied Agency(ies)

Arproved by Commissioner :
Agency .

ag
R 10/22/88



CONTINUATION of FISCAL NOTE ANALYSIS
For Bill/Resolution No. _CSHB 314(1&C) No. 2 Page 2 of 2

the heafing examiner on a 60% FTE basis. Successful imblementation
of proposed changes to AS 42.05.421 are directly tied to full
utilization and full funding of the Hearing Examiner position.

page of
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BilUResolutton No.: CSHB 314 (L&C No. 3 Agency wm,Commerce & Economic Deyelqpmen
Title: Joint Labor & Commerce arir.alaska Public Utilicies Commission
Committee Pronosed Amendment to
AS 42.05

Sponsor :
Requester ;
Date of Request:

Components : Administration

EXPENDITURES/REVENUES : (Thousands of Dollars)

OPERATING FY 86 FY 87 FY 88 FY 89 FY S0 FY 91
PERSONAL SERVICES
TRAVEL
CONTRACTUAL | SO S
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANECUS

TOTAL OPERATING Loks il

¢

CAPITAL gicy = | |

REVENUE I : |

FUNDING : (Thousands of Dollars)

GENERAL FUND
FECERAL FUNCS i T
CTHER |
Fegeddd i

SR ] |

POSITIONS :

FULL-TIME |
PART-TIME
TEMPCRARY 1

ANALYSIS :  Attach a separate page if necessary

This fiscal note requests funding for a keyword indexing system for

APUC substantive orders and decisions. The development of a keyword

system has been a Commission priority for several years and has been
nr ecommended by three successive "Sunset" audit reports (most recently,

\J

; T. S|, Moninski II, Deputy Director 276-6222
Y Prerared by: _ ' Phone :
\l\kDiVision: Alaska Public Utilitgis Commission Date: _1/.28/26
\ « } ’ v
Approved by Commissioner ; & et Date : %Q\’o [«
Agency : [ soem LCo [

Distnibution (by Ageacy preparing fiscal note) :
Lzgislatve Finance
Legisiative Sponser
Requester \
Cffics of Management and Budget Il 2 10/24/88
Impacizd Agency(les) P238 e Of Gl



CONTINUATION of FISCAL NOTE ANALYSIS
For Bill/Resolution No. CSHB 314(L&C) No. 3 Page g e 2

recommendation number nine, pp. 15-16). Proposed changes to AS 42.05
which are directly related to other "Sunset" pProposals require implementa-
tion of 'this system to supvort the timely research associated with staff
and utility testimony, legal briefing and the Commission's own decision
making process which results in new substantive orders. It is estimated
that approximately 75.0 will be required to develoo the keyword index
and to analyze and applv the index to all prior Commission decisions.
The balance of the request (40.0) relates to the development of data
processing support (input requirements, storage, research and retrieval
orograms etC.) and data input requirements both for prior indexed

orders and an ongoing in-house program- for indexing current and future
orders.

page of




Alaska State Wlegislature

Pouch V Phone:
Juneau, Alaska 99811 ~ o (907) 465-3892
House of Representatives
O R 7;[\_\
Labor and Commerce Committee
|
g o] Rep. Al Adams, Chairman, House Finance
House Finance Members
From: House Labor and Commerce Comm. Rep. Navarre,
Chairman
Date: March 10, 1986

Subject: HB 314 An Act Relating the The Alaska Public

Utilities Commission Act, and providing for an
effective date.

HB 314 passed from HL&C on 3/10. Some issues remain
unsettled, however, and we request that you explore them
when you address this bill.

1. Wholesale power agreements: ARECA (Alaska Rural
Electric Cooperatives Assn.) proposed language that the
commission could not amend wholesale power agreements after
they were in effect. After testimony from the commission
and Dave Hutchins of ARECA the committee was unsatisfied
about whether the utilities needed unamendable wholesale

power agreements when they go to the private market for
financing.

We ask you to address this issue and determine whether the
provision suggested by ARECA is necessary for their
financial stability.

There was also suggested language regarding mortgages and
debt instruments added to .431, which you will find in your
file. Currently the PUC must respect municipal bond



covenants; the ARECA language extends coverage to mortgages
and debt instruments of the electric co-ops.

2. Permanent rates: Testimony from the commission
expressed concern over the ability to make rates interim
and refundable after rates have gone into effect. ARECA
stated that the need for financial stability when the REA
loans are diminished requires nonrefundable permanent
rates. There was also some question about whether the
proposed language simply restated existing law. The
committee elected to remove sections 42.05.431(b) & (c),
which are in the work draft dated 3/6/86 in your file.

3. There is a drafting error in addition to the one which
has been| corrected. Labor & Commerce adopted the attached
language, amending 42.05.720(4)(d). The draft you received
still does not reflect the exact language adopted. Please
consider/ a CS Finance incorporating the attached language."

If you have any questions or need any information which
was not included in your referral file, please contact me
or my staff.
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STATE OF ALASKA
THE LEGISLATURE Sy

LEGISLATIVE AFFAIRS AGENCY

M'E MIOORANDUM March 26, 1986

SUBJECT: Sectional analysis of CSHB 314 (L&C)
(Alaska Public Utilities Commission Act)

o Representative Albert P. Adams
Chairman, House Finance Committee

FROM: Teresa B. Cramer.qaéaﬁi/

Legislative Counsel

You have requested a sectional analysis of CSHB 314 (L&C).

Section 1 removes obsolete language about initial appoint-
ments to the commission.

Section 2 permits appointment of a person with a major in
economics to the commission and requires that professional
members of the commission have worked for at least five
years in their professional fields.

Section 3 requires that actual experience be related to
utilities management or regulation before the experience may
substitute for a degree.

Section 4 reflects changes made to AS 42.05.151 in section 7
of the bill, relating to the powers of hearing officers and
administrative law judges. It also lists those employees of
the commission who are in the partially exempt service now.

Subsection (b) limits the employment of consultants to mat-
ters in| which commission resources are insufficient to do
the worF.
Section' 5 adds a new subsection requiring the commission to
maintain accurate records of a consultant's work on a
matter.

Section 6 directs that commission powers be interpreted to
include powers "expressly conferred or reasonably implied"



Representative Adams
Page 2
March 26, 1986

instead of directing that the powers of the commission be
”libe;ally construed to accomplish its stated purposes."

Sectio% 7 amends the section on formal hearings to require

the commission to assign as many matters as possible to a
hearingmofficer or administrative law judge and to set out
the procedures that the commission follows when it does not
preside over a hearing. The hearing officer or administra-
tive law judge enters a recommended decision which the com-
mission may change or adopt.

Subsection (d) permits a commissioner who has not heard or
read the testimony to participate in the decision after re-
viewing the record.

Sections 8 and 9 direct that the commission issue a certifi-
cate to a public utility if the services are required for
the convenience and necessity of the public, which is the
current law, or are in the public interest.

Section 10 adds new subsections setting out when an appli-
cant is "fit, willing, and able" and clarifies that the
applicant for the certificate has the burden of proof. It
also imposes a time limit of six months on the commission's
reviewJof uncontested applications for certification.

Section 11 substitutes '"'municipality" for 'city or borough,

wnether home rule or otherwise'" to reflect changes made by
the Munﬁcipal Code adopted last year and limits the amount
of the [fee that a municipality may charge to the actual
ClOISIES

|

Section| 12 requires the commission to issue a statement of

reasons| for rejecting a tariff filing and imposes a time
limit of 45 days on the commission's review. It also re-
moves the commission's authority to reject a filing that is
not consistent with the chapter or the regulations of the
commission.

Section|13 adds a new subsection to require the commission
to adopt regulations that permit a simplified rate filing
procedure for electric cooperatives.

Section |14 limits the period of suspension of operation of a

tariff tto 10 months unless one of the listed reasons
applies.
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Section 15 provides that if the commission dces not act on a
tarifr| filing within the period of suspension allowed under
section 14 of the bill, the tariff filing takes effect.

Section 16 clarifies language concerning return of amounts
in escrow and requires the commission to authorize the re-
lease ff the balance immediately after the hearing and deci-
sion.

|
Section 17 adds a new subsection permitting the utility to
requesT that a tariff filing take effect on an interim
basis.

Sectio$ 18 limits what costs may be allocated among the
partie

Sectioj 19 removes the exemption of a telephone utility
owned By a political subdivision. It also makes public
utilities owned and operated by a political subdivision
subject to statutes on joint use and interconnection of
facilitiies as well as to the certificates sections, even
thoughjthey are exempt from the rest of the chapter.

Section 20 removes the exemption from regulation of small
telephone utilities, making them subject to regulation by
the commission.

Section| 21 permits a public utility, other than a local ex-
change t el ephone utility, that receives gross annual revenue
of less| than $500,000 to elect to be exempt from regulation.
The existing language of the subsection permits electric or
telephone utilities that do not gross $325,000 annually to
elect t? be exempt from regulation.
Section!|22 removes the exemption from regulation of tele-
phone cooperatives.

|
Section |23 limits the procedures by which a cooperative
formed Ior the generation and transmission of electrical
service |may elect to be deregulated.

Pl A A 4 o4 g
Section |24 amends the definition of '"public utility" to
clarify when the furnishing of natural or manufactured gas
constitutes acting as a public utility.

Section:ZS extends the termination date of the Alaska Public
Ut111t1e§ Commission to 1989.
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March 26, 1986

Section 26 alters the terms of the two public members of the
commisfion so that they will expire in different years.

Section 27 permits members of the commission on the effec-
tive date of the bill to continue to serve and to be reap-
pointed even if they do not meet the new qualifications
established in sections 2 and 3 of the bill,

Section 28 limits the application of the cited sections to

hearinjs begun on or after the effective date of the bill.

Section 29 permits utilities that were exempt under existing
law to |continue to operate until the commission acts on the
utility's application for certification if the utility ap-
plies fior certification within 60 days after the effective
date of the Act.

Section 30 permits a utility that was exempt from regulation

under existing law to continue charging its customers until
the commission has acted on its tariff filings if the
utility files its complete tariff with the commission within

60 days after the effective date of the Act.

Section 31 repeals two exemptions from regulation. AS

47 .05 JIT(g) is redundant because of the amendment to AS
42.05.711(f) in section 21 of the bill. The repeal of AS
42.05.711(1i) was appropriate when the bill amended the defi-
nition of "public utility" in section 24 to remove garbage
service from the definition. Since that change to the
definitjon is no longer part of the bill, AS 42.05.711(1)
probably should not be repealed.

Section' 32 is an immediate effective date.

If I may be of further assistance, please advise.

TC:csh |
c6/050
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Fiscal Impact Analysis:?
CSHB 314 4/28/388 Revisionrn

Introduction:

This analysis supporte the Alaska Public Utilities Commission’s (APUC
or Commission) 5/1/86 Fiscal Note in response to the above referenced
bill. Before presenting the specific section comments, a brief intro-
ductory staiement is presented here for clarification.

Earlier versions of HB 314 were followed by APUC sponsored fiscal notes.
Each subsequent version of the bill typically required an updated fiscal
analysis. In each case, however, the Commission took the opportunity to
spoak to not only the specific fiscal impacts of the bill, but also to the
faot that the budget process had already produced an approximately ten
percent reduction in personal services (five full-time equivalent posi-
tione). While concern for the pending budget reductions has not lessened,
the Commission has opted to present thia most current fiscal analysis net
of the previously requested "reinstatement” inocrement. The section com-
ments which follow, as well as the fiscal note itself, apeak only to the
workload and procedural impacts of the bill, The Commismion encourages
the Legislature to incoporate our earlier statements regarding the nega-
tive effeots of the proposed budget reductions during ita continuing
review of the budget bills now In progress.

Fiscal Impact Analysis:

For purposes of economy, only those sectfons which have actual dallar
impact will be discussed. Other sections can be presumed to have no

new fiscal impact other than the general reference to anticipated budget
constrainta noted above.

\
Sec. 7 AS 42.05.161

Fiscal Impact: 8 4.6 Contractual
4.6 Total

This section impomes specific limitationa on the application of the

"Open Meetings” law to certain Commission proceedings. The additions]
coste for thia section include 1.0 for the public notiocing process
asgociated with Increased numbers of public meetings and 3.8 for court
reporting services associated with recording and transcribing these
proceedings.
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MEMORANDUM

TC:

FROM:

02.301A(Rev. 10/79)

State of Alaska

Representative Mike Navarre DATE: February 25, 1986
Chairman, Housa2 Labor & Commerce
Committee FILE NO:

‘ . TELEPHONE NO:
Carolyn S. Guess .’ Comments on H3 314

Commissioner #77 SUBJECT: (2/22/86 Subcom-
Alaska Public U¥ilities mittee draft) .

Commission

Attached is the Commission's response to some of the proposed
changes and additions to AS 42.0S. We hope this information

will assist your Committee in its deliberations on Febru-
ary Ly 986

Because a number of changes to AS 42.0S5 have been tele-
phonically communicated to me, we would like the opportunity

to refine or correct our comments, if necessary, after the
workshop tomorrow.

Jack %arleigh, the Executive Director of the Commission and
Virgihia Rusch, one of the assistant attorneys general
assigned to the Commission, will be in attendance in addition
to myself to answer gquestion from members of the Committee.

<



AS 42.05.141(a)

The Commission opposes the deletion of the language in (a)(1l)
"and the powers of the commission shall be liberally construed to
accomplish its stated purpose."

From a practical standpoint, the elimination of the words
"liberally construed"” could sharply curtail the Commission's
authority to assist utilities in "gray" circumstances. For -
example, could the Commission grant temporary operating authority
to address emergency conditions such as those found in Cold Bay
in 1984 and in Central in 1985?

In aédition, the Commission is concerned that removal of the
words "liberally construed" could affect its decision (now on
appeal in Superior Court) to deregulate garbage service in the
Mat-Su Borough as well as to limit the Commission's authority in
allowing competitive utility service in other utility areas.



AS 42.05.171.196

The Commission opposes placing the appeal procedure in the

statute.| We believe it is appropriately adopted through
regulations.

However, if the Committee intends to statutorily define the
appeal procedure, the Commission requests that tae 60-day
timeframe refer to the time the appeal is submitted to the Com-
mission ?or decision. Because an appeal may necessitate
briefing, oral argument and possibly the submission of additional
evidencer a 60-day timeframe may be inadequate if it starts
running when the appeal is filed. 1In addition, in complicated
proceedings or in the event of an unexpected occurrence such as a
Commissioner participating in an appeal leaving the Commission,
an extra 60-days decision time should be provideqd.

The Commission believes that the statute should specifically
set forth that the appeal of a Commission decision and subsequent
Commissi?n action should not be included within the 12-month
suspensign period.

The following language carries out the intent of our comments:

AS 42.05.196 APPEAL OF THE FINAL DECISIONS TO THE
COMMISSION. When a decision of a hearing ofiicer,
administrative law judge, or panel of the commission is
appealed to the commission, the commission shall review
the gecord and the briefs of the parties. The commis-
sion may permit the parties to submit additional
evidence for good cause and may hear oral argument. If
an appeal is taken from the decision of a panel of the
commission, the commission members who did not serve on
the panel shall attend the hearing. The comnission
shall issue a decision affirming, modifying, or re-
versing the decision of the presiding officer or panel
within 60 days after (THE FILING OF] the appeal(.] is
submitted for decision, absent entry of a finding of
good cause to extend the veriod for no more than an
additional 60 days. A majority of the commission must
concur in the decision([.] on the appeal. Any time
required to decide an appeal under this section shall be
added to the time permitted for the commission to make
final decision under AS 42.05.421(a).

U



AS 42.04.361(c)

The Commission does not object to the additional language;
however, it proposes that this subsection be perfectly clear that
it referpnces only the form or filing requirements of the
Commission. Therefore, the language "or that is not consistent
with this chapter or regulation of the Commission" should be
eliminated. Without this deletion it could be argued that the
Commission might have to make a final decision on the justness
and reasonableness of a utility request within 45 days. The
Commission does not believe that that is the Committee's intent.




AS 42.05.421(a)

The Cfommission supports the proposed language that would
require it to issue a final order within a 12-month suspension
period which should begin after the 45-day public notice and
response period. This is consistent with Recommendation No. 6 of
the Legislative Budget and Audit Sunset Review.

However, the Commission believes, based on its experience
over the|past ten years, that the list of exceptions to the-

12-month suspension period should be increased to include the
followin?:

© Issues of safety, quality of service or reasonableness of

management practices which cannot be decided separately from the
tariff f£iling;

L utility whose records and accounts are Kept at a

location|/outside the state;

P _ unusually complex situations or issues or other good _
{ cause. ™ o

e N s B

T e,

o LN -
N e i

In anition, the Commission opposes the qualifier in proposed
AS 42.05.421(a)(2) that the period of suspension must equal the
length of delay caused by the utility. The Commission's hearing
schedule is generally set three to four months in advance;
therefore, if a utility request causes delay for 30 days, it
cannot be guaranteed that the Commission could fit a hearing into
its existing schedule within a 30-day timeframe. If a utility
requests |a delay, it should be rescheduled for the first
available hearing slot in the Commission's current schedule.

This procedure is used by the court system and appears fair
to the utility causing the delay and to those utilities whose
calendared hearings would be subject to change to "squeeze" in a
proceeding in order to accommodatethe proposed language.

g~



AS 42.05.431(b)
\

The Commission opposes new 431(b). It believes it must have
the authority to amend the rates in a wholesale power agreement
when costs change. Without this authority, wholesale power sales
will be effectively deregulated and could be made at rates which
do not properly recover the utility's costs. This could result
in either an overrecovery or underrecovery of revenues. In addi-
tion, together with the proposed language in AS 42.05.431 which
mandates rates adequate to meet debt covenants, this proposed
language could result in subsidization of wholesale rates by
retail ratepayers. There should be no more support for this
legislation than legislation which would exempt from Commission
regulation large industrial user contracts with utilities,
thereby creating a situation in which residential and small
commercial customers could be made to subsidize the rates of a
large customer. At the present time, wholesale power agreements
exist between Chugach Electric and Matanuska Electric and Homer
Electric; in addition the tieline between Anchorage and Fairbanks
is being used to transport wholesale power from Anchorage
electric utilities to Golden Valley Electric Cooperative.

\

The Commission believes the proposed addition to the statute
would result in bad regulation which is worse than no regulation.
For that reason it believes it is preferable to deregulate co-
operative/utilities that sell wholesale power rather than insert
the new provision.

Sl



AS 42.05.431(c)

The Commission's practice is to declare a utility's existing
rates to be interim and subject to refund only after finding
sufficient cause to believe that the existing rates are unreason-
ably high. Furthermore, the rates are made refundable prospec-
tively, that is forward from the date the rates are declared
interim. The Commission has never required a utility to refund
monies which were collected in the past under permanent rates.
If the Committee wants statutory language to expressly prohibit
the latter practice only, the following language will maintain
the Commission's existing authority to declare permanent rates
interim and refundable prospectively, but will prevent the
Commission from requiring a utility to refund any monies which
have already been collected pursuant to permanent rates.

AS 42.05.431(c) The commission may not require a
utility to refund a permanent rate; provided, however,
that |this provision shall not preclude the commission -
from declaring existing rates interim and refundable
from |the date of such declaration forward, if warranted,

— . . . . .
"pending further investigation and hearing. !
P g g 9]



AS 42.05.651

The Commission allocates only those costs it incurs which are
not funded as part of its overall operatlng budget. These costs
1nclude the travel and per diem of Staff incurred during its
investigation, travel and per diem of Commissioners to attend a
hearing |laway from -Anchorage, the costs of a court reporter, the
costs to| transcribe a proceeding, long distance telephone
charges,| xeroxing and postage associated with a specific proceed-

ing. These are referred to in AS 42.05.631 as out-of-pocket
expenses|,
|

In addition, if the Commission Staff lacks the professional
staff necessary in a specific investigation, because of either
the magnitude of the proceeding (all Alascom proceedings) or the
complexity of the issues (anti-trust law, rate of return
expertise), consultants are hired. The process for hiring a
consultant must conform to the regulation of the Department of
Administ;ation (see attachment).

Becahse the Commission's budget funds only one-half of an
assistant attorney general funded in its operating budget and the
workload of the Commission requires two full-time attorneys to
aid and represent the Commission and its Staff, the Commission
has interpreted its statute to provide authority to allocate
unfunded costs of its assistant attorneys general to the specific
proceedings in which they represent Commission Staff. Some
utilities do not agree that the Commission has the authority to
allocate these contracted costs and the matter is currently
before t#e Superior Court.

The ¢ommission acknowledges that any costs allocated to a
utility as a result of a Commission proceeding are passed on to
its consumers; this is analogous to current practice which allows
a utility to include its costs of processing a case before the
Commissi?n in rates charged to its consumers, including its
attorney's costs. If the Commission's budget were fully funded
to cover costs of its attorneys general, there would be no
allocation of these costs. Because the Commission has not been
persuasive in this argument in its budget presentations, the
result is to recover these costs from the utility's consumers who

benefit grom adequate Commission processing of a utility's
request. |

The proposed amendment to AS 42.05.651 would restrict the
Commissign's ability to thoroughly process a utility's request
and is strongly opposed.



MEMORANDUM

To: Carolyn S. Guess Date: February 26, 1986
Commissioner
|
From: Ted quma 1 M& Subject: Professional
Deputy Directio Service
Contracting

This memorandum outlines the steps involved in the process to secure

a professional services contract as defined by AS 36.98 and Sections

8102 - 8193 of the Alaska Administrative Manual. Attached is a list
prepared during the course of the "Sunset” review which identifies

actual contracts from 1978 through October, 1985, with a computation of
the average processing time (in days) from Authority to Negotiate (ATN) to
contract approval. Also attached is a copy of my October 11, 1985, memo
to you interpreting this information.

Professional Services Contractins
|
|
- Identify need for professional contract services.
\
— Prepare ATN request (includes description of services to be
provided and justification for use of contract services).

\
- If agency proposes to use any solicitation method other than
that described in statute and regulations (ie. sole source), an
Alternaiive Procurement Method (APM) package must accompany the
ATN. The ATN/APM steps will take from one day to one week.

- ATN approval through the Department of Commerce (DC & ED) and
approvgl by Department of Administration’s (DOA) Contract Review
Committee (CRC) takes from two to four weeks. If contract is for
legal services (attorney or hearing officer), ATN must also be
approved by the Department of Law (Law) adding approximately one
to two weeks to the ATN approval process.

- ATN apﬁroved; the agency proceeds to a formal Request for Proposal
(RFP) step if the ATN amount is $ 25,000 or greater. If less than
$ 25,000, the RFP step is scaled down to an informal process as
approved in the ATN (ie. requiring the contacting of at least three
prospective contractors.) This step, measured from preparation of

RFP to closing date for responses will take from 3 weeks (informal)
to six weeks for formal RFP’s.



- RFP evaluation: Informal RFP’s can be evaluated in one to two
weeks. Formal RFP’s, by law, require a minimum three—person
evaluation team using a point-scoring method to select the
ultimate contractor and will take from two to four weeks depen-
ding on the complexity of the engagement.

- ContraL:t drafting and execution: This function is performed by
the agency and takes from one to two weeks depending on the
standard nature (or lack thereof) of the engagement.

- Con t document approval: The executed contract takes the
exact e approval route as the original ATN (DC & ED to
CRC with approval by Law required for legal services contracts).
This step will take from two to four weeks depending on current .
approving agency workload and the degree of priority this agency
is able to attach to the transaction.

— Once the contract document is approved by CRC, the parties may
commence performance according to its terms and conditions.

\
By this scenario, the optimum time-line for professional service contracts
is approximatsly sixty days (ATN to contract approval). The worse—case
time-line is about one hundred sixty days. Actual experience as reflected
in the attachments seem to support this analysis with an average process-
ing time for all contracts at eighty-four days.

cc. John B. Farleigh
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MEMORANDUM
T0: Carolyn Guesz, Chairman- DATE: MNowvemper 1S, 18€S%
FROM: SUBJECT: Al:ernative Furcd:ing

snn 8. Farleig\

T
Erxetutive Direct
1

Staff recgmmends zcnsideration of ths follcwing means of altarnate ‘unding
fer the ARUC., This alternate funding fecr the agency inclugzs f:ling fees,
regulred statutory allccation of expenses and grcsss rewvenua 13« gasad an
ei1ther lnterstate or intrastate revenues. The ictal fung.ag ~=2guirec
24 155,200 1s the prooosed FY 27 budget for the S8FUC.
\
Eiling Faas : 25,220
Eased cn estimated acplicaticns far CPCIN'3 frmzm
Darties that would not he aconomicsily ~=2gulizrec
and zubject ¢c a gross revenue tax.{!'2 3 TEJD
Cta+tytory Allocatigns
i | - & A
AS 22.25.E'3 provides that the Commissicn shail
allocate costs among the parties..... estimate
based on FY 87 program receipt budget 500 ,00¢
3ross Revenus Tax Allocation SSNESO302
This allocation represents funding for %the
remainder of the FY 87 budget afier fi1ling feas
and statutory allocations
Parcantage Amount
AS 42.06 Pipeline Carriers 29 FO71 ,200
AS 42.0S Public Utilities 20 32,319 69209
Total 100 $2.£50.800
Based on a preliminary revisw of resource allocation
| for regulations under AS 42.35 and AS42.06.
Total FY 87 Funding Reguirement 34 ,1SC 23029
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JOHN SUND, REPRESENTATIVE
2505 2nd Avenue
Ketchikan, Alaska 99901
(907) 225-5552

While in Juneau
P O Box V
Juneau, Alaska 99811
(907) 465-4919

MEMORANDU%

|
TO: Reﬁ. Al Adams, Chair,
House Committee on Finance

FROM: Rep.

RE: CSHﬁ 314 (L&C), relating to the APUC

\
There is a change I would appreciate the Finance Committee
making to CSHB 314 (L&C).

The requested change is to delete the proposed AS 42.05.711(b) (1),
which is in Section 19 of the bill on page 10, lines 16-17.

The subsection I would like to see dropped would have the effect
of putting the Ketchikan Public Utilities telephone service under
regulation by the APUC. KPU is one of only two telephone
utilities in the state that would be affected by this subsection.

Our basic concern is that this regulation is not needed. We have
been contacted by the Mayor of Ketchikan (see the attached letter
from Mayor Ted Ferry). He feels that this would add another level
of regulation and increase costs to the consumer, and that the
KPU Board and Ketchikan City Council are doing a good job
overseeing\the telephone operation. 'If it isnt broken, don't
fixg gt/ onld characterize our position.

I am expecting more detailed testimony from the KPU attorney.
Thanks very much for your help.




334 Front Street
Ketchikan, Alaska 99901
Q07-225-3111

March 7, 1984

Honorable John Sund
Representative, State of Alaska
Pouch V

Juneau, Alaska 99811

Dear John:

This letter 1F to confirm my testimony via teleconference on FB-314 as it
relates to our community and the APUC (3-6-83).

Having been first elected to the Ketchikan Public Utilities Bcard of Control in
1957 and subsequently been involved in the utility operation much of the past 29
years, I believe I can speak to the level of service provided to the community.

I have heard of no ground swell of public discontent. Ketchikan City Council
met approximately 60 times this past year and the Public Utilities Advisory
Board 18 to 20 times. I believe this provides the forum needed by which consum-
ers can deal with their local elected "board of directors”.

As Mayor, I went on record against HB-314. I did not deal with specifics until
such time as management and myself can review the bill.

The City is against another level of supervision as it can only lead to addi-
tional costs for the consumer.

Respectfully,

' 7

err
Mayor




——

T =R A T

R

. Garbage collection has been a

| primitive, feudal business, but
technology and environmental
concerns are shifting the bal-

| ance from the mob and cartels

toward legitimate big business.

N e

The

s garbage

game

By James Cook

fcw years ago, in a small town maybe 50 miles

outside of New York, the board of managers of
onc of the local cordominiums began worrying
about its garbage collection costs—$3142 a month
when the condominium opened, $860 a month less
than a ycar later, and no end of increases in sight.
And so, when the grounds superintendent offered to
take the garbage to a town dump not far away, the
board said, Why not? and notified its private garbage
collector his services were no longer needed.

Soon afterward the board chairman got a call from
the garbage company. “Lady,” a voice said, ‘“you
know, we’d like to have you stop this. Because—
well, we checked you out, and we could take mea-
surcs.” He detailed the pattern of her husband’s life,
the time he left the house every morning, caught the
bus to Manhattan, walked to his office, went out to
lunch, went back to the bus terminal, caught his bus
and arrived home again. “I mcan we could take
mcasures.” The condominium dropped the project
immediately, and the condominium’s bill for a

Gewrbage puldls at tresh Kills, Staten Island
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reduced schedule is now over $1,000 a
month.,_

“To 4me it's unfair,’ says one board
member. “People get their legs busted
and their arms broken and their heads
bashed in. The next town even had to
give up a scheme they had had to pick up
their own garbage. They had even bought
their own trucks./’

mericans spend about as much mon-
ey getting rid|of their garbage—may-
be $15 billion a year—as they do on ciga-
rettes and magdzines, and nearly as
much as they do on foreign trav-

mom-and-pop operations with mom
keeping the books, pop and the kids driv-
ing the truck, picking up the garbage. It’s
a local business, and cost depends on
how much garbage can be picked up over
how much distance in how much time—
how many stops there are, how much
waste is picked up per stop, how close
together the stops are, how far away the
dump site is. Anything that lengthens
the pickup time, stretches the distance
or diminishes the volume increases the
cost. In a business like this, competition
may be a boon to the customer, but it is

fud Frunch T | AR unmitigated curse to the

el. About 60% of the residential
garbage and almost all of the
commercial garbage is handled
by private companies.

At the moment, this private
business is divided among no
fewer than 10,000 individual
enterprises. Sound like a highly
competitive business? It isn't.
Says Angelo ]. |/Aponte, New
York City Commissioner of
Consumer Affairs, ““Anybody
who believes there is free enter-
prise in the trade waste industry
in this country is operating un-
der an illusion.”

As that condominium discov-
ered in that town outside of
New York, fragmentation and
competition are not necessarily
the same thing. Few industries
are more prone to cartclization
than the garbage industry.

Generalize abgut an industry
with 10,000 private companies,
perhaps 82,000 lpcal communi-
ties, and you'll be wrong some-
where. Even so, there’s a perva-
sive dynamic here—of which
organized crime, not surprising-
ly, is a part—that tends toward
monopoly.

businessman.

And so these immigrant cart-
ers, joined by bonds of blood and
community, decided not to cut
one another’s throats. One oper-
ator would give another a hand
if his truck broke down or a
driver took sick. In San Francis-
co, the community of interest
was so strong that around 1920
the various local garbage collec-
tors dissolved their individual
companies into cooperatives
(now Sunset Scavengers and
Golden Gate Disposal), which
soon after came under regula-
tion by the city. To be a San
Francisco scavenger, at least un-
til a decade ago, you often had to
be from Cenoa. Elsewhere, in
the newer cities of the Sunbelt,
the ethnic identity is fading.
Even so, the first big publicly
owned  garbage company,
Browning-Ferris Industries, is
known in the trade as the
Wasps—after the group of.
Southerners that dominate the
company.

To see the garbage industry at
its most elemental, try New
York City. For decades, most of

—t

T Tr————

In the U.S.’ older cities at least, gar- Aponte of New York City’s New York’s collection was municipal,
bage disposal is| still largely an ethnic Consumer Affairs but back in 1956 the city decided it
business. As the|various waves of immi- Departiment would no longer collect commercial gar-
gration broke over the U.S., the newcom- “Anybody who believes bage and proceeded to offer to the com-
ers invariably moved into the least desir- there is free enterprise mercial carters some 52,000 new cus-
able jobs, and garbage pickup was a natu- in the trade waste tomers, enlarging the private market at a
ral point of entry. In the New York area, industry in this stroke by 70%.
garbage collectidn came to be dominated country is operating The private market in New York City
by people of Itaﬂan descent—Calabrians under an illusion.” is not quite so private as it may look.

=

and Sicilians in New York and Long Is-
land, immigrants from a town near Na-
ples in much of New Jersey. But the
business is by no means an Italian spe-
cialty. Elsewherc other ethnic groups
have predominated—Armenians in
southern California, Dutch in Chicago,
Scandinavians in Minnesota.

These garbage collection businesses
were family businesses, most of them,

Close to 80% of the city’s garbage,
whether collected by civil servants or
private carters, goes into landfills the
city maintains in Brooklyn and Staten
Island, either directly or via a fleet of 90
city-owned barges.

Fa:tening on the more profitable com-
mercial business and living off the city’s
nonprofit landfills, New York’s private
garbage business has flourished, with

122
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300 or so private carters trundling the
5,000 miles of city strects like clephants
on wheels._ T

It’s the pattern that prevails in many
U.S. cities, with the municipality pick-
ing up residential garbage and the private
companies handling the higher-priced
commercial and industrial waste—
where the real money|is.

It’s a big business, absorbing $200 mil-
lion of New York City!s $20 billion oper-
ating budget and generating maybe $210
million in revenues for the private com-
panies. Profitable, yes. Competitive, no.

In New Jersey and New York, as cven
the Department of Consumer Affairs
(DCA) will concede, thic garbage industry
is built around the feudal notion of prop-
erty rights. Tecar down a grocery and put
up a skyscraper, and the garbageman that
served the grocery store usually keeps
the business—and keaps it for life. No
onc will attempt to compete with him.

Even wherc a brand-ncw area opens
up, the competition is flceting. When the
New Jersey Sports & Exposition complex
went up in a swamp a/few yecars ago, 11
companies bid for the initial contract.
When the contract came up for bid a
sccond time, only 2 companies bothered
to bid. “Once the person beccame the
lower bidder,”” as New Jersey Deputy At-
torney Gencral Steven ]J. Madonna ex-
plained to a congressional committee,
““that was his contract for life.”

B ut doesn’t the bidding system, which
is used by most government agen-
cies, undercut the feudal possession of
property rights? Not nccessarily. One-
time garbageman and EBI undercover in-
formant Harold Kaufman describes
"courtesy’’ bids. “When a customer puts
out bids’’—to pick up trash at rest stops
on the New York Stdtc Thruway, for
cxamplc—'"'the carter 'who ‘owns’ the
stop submits a bid, gets two or three
other carters to submit higher bids,
sometimes at twice the price. .. .”

What do these feudalrights so zcalous-
ly enforced actually consist of? Not terri-
tories but stops—street locations and
even floors of individual buildings. A
territorial monopoly would be more cffi-
cient, certainly more rational, but the
system is neither efficient nor rational.
Fiftcen commercial carters serve the 14-
block commercial strip on Columbus
Avenuce north of 72nd Street, for in-
stance, at tremendous ¢xccess cost.

The customers are virtual captives. As
one carter told a businessman who
movedinto a Madison Avenucbuilding a
while back, “You’ve gpt a choice. You
can cither pay me or we go through the
trash and find anything that has your
name on it and we dump it on the door-

P ¢ ‘ -
Goldstock of New York
State’s Organized Crime
Task Force

On Long Island, as in
New Jersey, more is
involved than venal
management and
corrupt unions.

APWde World Photos

\\ :‘.-- b
Long Istand carter Sal
Avellino

*A strong union makes
money for everybody,
including the wise
guys.”

step. If that don’t work, we dump you on
the doorstep.” Primitive but cffective.
The threats are not usually so specific,
but who wants to take unnccessary
chances over something like trash re-
moval? Thus many of the carters own
their customers almost as a feudal right.

These fecudal powers have, in effect,
been turned into property rights. Accord-
ing to Commissioner Aponte, a 150-stop
route in Manhattan sclls for 47 times
monthly revenues, vs. 20 in New Jersey
and 15 in west Florida, maybe 10 or 12
nationwide. If the carters really make
only 10 cents on the dollar, as DCA
regulations require, a Manhattan buyer
is paying 40 times annual earnings for
the route.

ew York Carting sold its $6,000-to-
$7,000-a-month U.N. contract for 60
times monthly revenues, an investment
that would require five years to recover.

“Would you pay 60-to-1 if you thought
you could lose the business in a year?”
onc ex-garbageman asks.

Or if you really carned only 10 cents
on the revenuc dollar? Commissioner
Aponte figures the industry has been un-
derreporting its stops by as much as 25%
and, as a result, understating both its
revenues and its net income. When
Kings County Carting proposed selling
out to another carter last fall, 39 new
accounts suddenly appeared on its
books, though the DCA discovered
Kings had been serving some of the cus-
tomers for years.

What about that supposed 10% profit
margin on revenues? Anyone who would
belicve that garbage collection returns
only 10% would belicve that Manhattan
taxi drivers live on their salarics or that
waiters tcll the IRS what they really get
n tips.

In New York City, the garbage indus-
try’s rates arc thcorectically based on
costs plus 1C.9%.

Costs? How do you calculate thosc
costs? The tipping charge—the charge
the carter pays the city to take his gar-
bage—is based on a compaction ratio of
3.5-to-1. That is, the carter pays the city
$9.25 to dispose of a cubic yard of waste,
which has been compacted from 3.5 cu-
bic yards picked up from the customer.

The DCA, however, suspects that the
actual compaction rate is more like 7-to-
1, so that a cubic yard yiclds twice as
much revenue as the formula says it
docs. If this is so, the carter, who collects
a trifle less thar $8 per cubic yard from
his customers, has tipping costs of about
$1.30 per cubic yard of garbage collected,
not the $2.60 in costs figured under the
DCA formula. The difference, of course,
flows straight into “net” income.

e e e ey e o T T
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The carters would be less than human
if they_did not spmetimes charge the
custonver for more|waste than they actu-
ally pick up. Take fJumbo Carting, one of
the city’s largest,| with 16 trucks and
maybe a thousand customers. Overa 17-
month period Jumbo charged Bristol-
Myers for removing 3.5-cubic-yard con-
tainers that actually held only 0.75 cubic
yards—$23 to $27 a container, that is,
rather than $5.25. More spectacularly,
the Roger Smith Hotel complained a few
years ago that New York Carting was
collecting 25 to 50 tons of garbage a
month and charging it for 200—some
31,000 a month instecad of $200.
The hotel was right, and New
York Carting, which had clearly
overreached by | overcharging
400%, eventually lost its license.
More modest overcharges almost
certainly go undctected.

If not 10%, then, how much
rcturn on revenugs can a carter
expect? All the cvidence suggests
that in New York City, at least,
the industry aims at making a
minimum 50 cents on the dollar.

Carters, it is true, will try occa-
sionally to steal a stop if they see
an opportunity, but the risks are
high. One west Florida garbage-
man told a meceting of his col-
leagues: “Anybody takes my cus-
tomers, I’ll burn his house and
kill his kids.”

W hat kecps the carters and

their competitive instincts
in linc is the threat of personal or
economic injury, somectimes
through the unions, sometimes
through the carters’ associations.
On Long Island, says Ronald
Goldstock, head of the New York State
Organized Crime|Task Force, the carters’
association divides territorics and guar-
antees property rights, and the union—
Teamsters Locall 813—secs that thosc
rights are enforced. It’s the same struc-
ture of control the McClellan Commit-
tec found in the New York City garbage
industry 30 ycars ago and that a group of
New Jersey officials laid out before a
congressional investigating committee 4
years ago. :

But on Long Island, at lcast, as in New
Jersey, more is involved than venal man-
agement and corrupt unions. According
to Goldstock, the rcal power in the Long
Island trade association is represented by
the head of Salem Sanitary Carting, Sal-
vatore Avellino, who’s also a member of
the Lucchese crime family now headed
by Antonio Corallo. Corallo controls the
association through Local 813, which in
turn is controlled by the head of the

Lucchese family head
Anronio (Ducks) Corello
Corallo controls the
carting association
through Local 813,
which in turn is
controlled by the
Gambino family.

New York Dah Mews Photo

Gambino family, Paul Castellano.
““When we control the men, we control
the bosses 2ven better’ is how Avellino
puts it. ‘A strong union makes money
for everybody, including the wise guys.”

According "to tapes Goldstock played
for the President’s Commission on
Crime, the 24 members of the associ-
ation fork over $100,000 a quarter, nearly
$500,000 a year altogether, to Corallo,
who splits it with Castellano. So in the
end it’s the mob that controls the Long
Island garbage industry, not through its
ownership of the carting companies
themselves, but through its ability to
enforce the property rights sys-
tem. ‘I see it as payment for a
service,” says Rand Corp. senior
economist Peter Reuter. “The
prirme beneficiaries are the cart-
ers rather than the racketeers,
who are best seen as instruments
for a cartel.”

Such feudal patterns have been

uncovered in many of the
older, particularly eastern, cities,
and even in some of the newer
cities of the Sunbelt, from Florida
to California. Primitive. Feudal.
Anachronistic. But technology is
slowly changing things. Technol-
ogy and people’s concern for the
environment.

Since the late Sixties environ-
mental regulation has forced the
industry to move from open to
closed trucks, from open burning
at town dumps to burial at sani-
tary landfills, and from landfills
to resource recovery plants that
turn garbage into electricity. A
decade ago the Resource Conser-
vation & Recovery Act even cre-
ated another and different industry en-
tirely—hazardous waste disposal. What
generations of law enforcement failed to
change, technology and social pressures
arc slowly eroding. In its most basic
sensc, capitalism is coming to the gar-
bage industry.

Technology changed garbage from a
labor-intensive to a capital-intensive
business. In the process of mechaniza-
tion, labo: costs dwindled from as much
as 65% of the revenue dollar back in the
1950s to raaybe 35% today, while capital
costs rosc correspondingly. A fully
cquipped truck these days costs over
$100,C00, vs. $35,000 a decade ago.

So the time was ripe for go-getters like
Tom Fatjo, the Houston accountant and
part-time garbageman who in the late
Sixties began turning the garbage busi-
ncss into a modern industrial enterprise,
integrated from trash can to landfill.
Fatjo bought control of a publicly owned

126
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$24 and a profit vs. $28 and no profit

he 7 contrasts = are

sharp. At the Fresh
Kills landfill on Staten
Island, where 85% of
New York City’s| gar-
bage will soon end up,
plastic bags topple into
the water as barges un-
load; soiled rags |spill
on the roadway as
dumpsters crawl to the
dump site. Scavenger
gulls  flock, [flies
swarm, and the odor of
revoltingly ripe ] gar-
bage hangs in the air.
But just 60 miles té} the

landfill in Goshen, Fifteen years left of life.
trucks filled with/pre-

north, at the Al Turi New York sz Fresh Kills Iandlel

“We’ve had cases of
hepatitis,” admits
Warren Curry, deputy
superintendent. ‘“The
gulls don’t come in
contact with human
beings. We’re worried
about the flies.”

Fresh Kills, for all
the apparent chaos, is
well organized. Not

> long ago a gentleman
o \"&;@;g\ from New York City

S g TR inadvertently  threw
out the ashes of his late
father with the gar-
bage. Sanitation men
were able to track
down the urn at Fresh

or the difference between public and private enterprise?

board—and exhaust itself by the year 2000.

fer stations, for hauling by barge at $30 to $46 a ton.

Digger, a huge crane, cautiously lifted the cuttings,
hypodermics |and

compacted waste descend tidily on earthen ramps into
the depths of an open pit. There are virtually no birds,
no flies and no odgrs hanging in the air. [s this simply
the difference between old and new styles in dumping

The 3,000-acre Fresh Kills landfill is 37 years old. As
of Jan. 1, the 24-hour dump will accept a staggering
18,500 tons of garbage a day, producing roughly $28
million in annual revenues from a constant stream of
1,000 trucks and 90 barges. No wonder the dump is
expected to reach 500 feet above sea level—which
would make it the highest point on the Eastern Sea-

Some 70% of the waste arriving at Fresh Kills is
picked up by municipal workers. Private carters bring
the rest, either dirdctly by truck, at $19 to $28 a ton, or
via one of New York City’s nine existing marine trans-

Forses visited Fresh Kills one drizzly day recently. A
barge full of infectious hospital waste had just come in,
and thousands of screeching gulls circled. The Dock

Kills and retrieve it.

North of the city, the privately run, 100-acre Al Turi
landfill has an expected life of 12 more years. Alfred
DeMarco, who owns the site, says he spent $3 million
before it was even opened in 1983. Legal fees took the
bulk, but about $500,000 was spent on engineering and
laying the 2-foot-thick clay base that lines the landfill.
The clay base is meant to seal in the leachate—the
witches’ brew that seeps down through the garbage and
into the water table. At Al Turi, gravity draws the
leachate into a concrete holding station, which then
recirculates the liquid into the garbage. The reason:
Leachate facilitates the decomposition of waste.

The Al Turi landfill looks almost clinical in its han-
dling of 900 tons of waste a day. A brick entrance and a
neat row of small pines and hills block the view from the
road. Well-maintained gravel roads circle down into the
pit, where asingle trailer dumps garbage. Only a few gulls
circle the 50 yards of exposed garbage because a bulldozer
is close behind, covering the waste with 6 inches of dirt.
Garbage has already been compacted twice (it goes
through a transfer station) before arrival at Al Turi.

Where the two landfills differ most spectacularly is

swabs from the barge |
and dropped them into
an open bin. A panzer-
like wagon, crawling
on a road constructed
of garbage, hauled the
bin half a mile to the
dumping site. At| the
base of a heap of open
garbage it was tipped.
A bulldozer buried run-
of-the-mill city waste
on top of that. Then a
Rexus, a heavy ma-
chine moving | on
spiked rollers, rode up
and down, compacting

N
b .
nu- i L.?"""\x‘ a3 ':;-

Piwnographs by Ange Fran co i on Foso in the eCOnomiCS'
Both have methane re-
covery projects, which
bring in a 12.5% royal-
ty for the city and
15% for privately run
Al Turi. At Al Turj,
however, it costs be-
tween $22 and $24 a
ton for dumping,
which piles up to $10
million in annual rev-
cnues, netting De-
Marco a pleasant $1.7
million pretax. The up
to $28 a ton that New
York charges private

the mattresses and tin Al Turi landfill in Goshen, N.Y.
cans. Lastly, it was State of the art?
covered by clay.

carters, 1n contrast,
does not include a
profit. It simply covers
___ costs.—Richard Morais
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machinery company, Browning-Ferris
Industries,;and began acquiring garbage
collcction’ outfits by |the score, offcring
BFI stock in exchange|and keeping on the
old managers for at least three to five
years to run the old companies.

BFI was literally buying out the old
feudal rights and retiring the feudalists.
It could do so profitably because the
economies of scale, capital and technolo-
gy created a kind of synergy that made
the acquisitions more valuable to BFI
than they had been to the sellers. ““You
have to buy these companies,” says the
director of one state investigative com-
mittee. “It’s an implicit recognition of
property rights.” At least in

and charge $7 or $8. We are charging
below his cost, and he says that’s preda-
tory pricing. Well, it isn’t, not when we
charge below his cost, only when we
charge below ours.”

With the nezad for capital rising rapid-
ly, the industry has begun to consolidate
everywhere, even in New York City.
New York has only 464 carting licenses
these days, vs. 691 in 1978, and 30 or so
routes change hands under DCA juris-
diction ecvery year. A decadce ago the aver-
age firm owned 3 trucks; now the aver-
age is up to 6, and there are 30 to 40
companies that have morc than 15
trucks. So far, none of the national com-

Angtel Franco Vison Fows panies has moved into New

most of the nation’s| older
cities.

0ver the years, Brown-
ing-Ferris was.joined by
such companies as Waste
Management, SCA| Scr-
vices, Canada’s Laidlaw In-
dustries and, most regently,
Genstar, a San Francisco-
based construction | com-
pany that a ycar ago ac-
quired the 40% of SCA
Waste Management| spun
off to pacify the Justice De-
partment. Big companies,
all of them, hcavy inlassets
and market power, which
last year probably generated
close to 25% of the private
industry’s total revenues
(see table, p. 129).

Other large public com-
panies may be in the mak-
ing. Western Waste went
public two years ago, San Francisco’s
Sunset Scavengers has bccome a garbage
conglomerate under the name Envirocal,
and sizable combines appear to be form-
ing in the New York|/metropolitan arca.

“If you don’t get big enough, you're not
going to be in this business,” says New
York carter Vincent Promuto, a onetime
guard with the Washington Redskins
who also heads theNew York garbage
industry’s waste-to-energy project. “The
whole idea is to try/to get as much on

that truck as you can. You're trying to’

accumulate and buy out and merge your
customers as close as you can to cach
other, so that you don’t waste any timec
in the transportation.”

Says BFI boss Harry Phillips: “As you
build your volume with customers in a
given locale, you indrease the density of
your routes and thereby decrcasce the
time required to scrvice cach customer—
15 minutes per customer at the start, 7
minutes later an. The other guy picks up
in 15, and it costs him $10.50. We go out

% LY

New York carter Vincent
Promuto, bead of the
induestry’s weste-to-energy
project

“The whole idea is to
try to get as much on
that truck as you

can ... toaccumulate
and buy out and merge
your customers as
close as youcanto
each other."”

York City, which, though
consolidating, is still in the
family, so to speak.

North of the city, Thom-
as Milo and Alfred De-
Marco, either singly or in
partnership, have absorbed
a dozen or so firms in the
last 20 years. Although
some of thesc companies
were once said to be con-
trolled by the mob—Milo
himseclf is the son of a re-
puted Genovese family
member—DcMarco  dis-
misses any suggestion that
tney still are. “Unfortu-
nately in this country you
somctimes suffer for the
sins of your father,” he
says. “Our company gives
good value for the dollar.”

On Long Island, however,

the mob apparently has am-
bitions of crcating a monolith of its own.
Mob lieutenant Sal Avcllino was over-
hcard saying a while back: “If there’s
going to be ten of us, four of us, picking
up the gardage, I want to tell you who's
going to be picking up. We're going to
knock cveryone out, we're going to
knock cverybody out, absorb everyone—
cat them up.”
In the mid-Seventies two Columbia
professors, E.S. Savas and Barbara Ste-
vens, madc a scries of ground-breaking
studies that confirmed what everybody
had long suspccted: that private firms
with municipal contracts or franchiscs
could pick up garbage far more cheaply
than municipalitics, cven though they
had to pay taxes and carn a profit. Private
firms wecre better managed, Savas and
Stevens concluded. They tended to use
smaller crews, larger vehicles, pay lower
salarics and fringe bencfits, and werc
morc likely to make two loads per shift.
At any rate, on average, municipal col-
lection costs per household were 29%
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higher than those of the private firms.

Contract service, Stevens discovered,
is lower cdst than either franchised or
municipal services, and all threc are low-
er cost than private carters competing for
business in the same territory. What
makes the difference is the monopoly
the municipalities make possible—a
public monopoly in which the munici-
pality picks up the garbage, a private
monopoly in which a private company
picks up the trash on p contract or fran-
chise basis. “Instead of five postmen de-
livering the mail, you have onc,’ says
Stevens, who now runs Ecodata, a con-
sulting firm, “so you get the cconomy.”
Private or public, mob or legitimate,

the business inevitably tends toward
monopoly. Like electricity and water
supplies, garbage collection in a given
area is more cfficiently handled by a sin-
gle outfit, and if you can’t win a munici-
pal franchise, there a]irc other ways to
achieve the same ends. That’s where car-
tels, mob-dominated| and otherwise,
come in.

Over the past 20 years federal and state
agencies have brought more than a dozen
antitrust suits against companies and
trade associations in the garbage indus-
try—in Philadelphia, Lbs Angeles, Atlan-
ta, Chicago and Syracuse; in Wisconsin,
Arizona, New Jersey, Florida and New
York—all alleging conspiracy to allocate
customers and territories, to fix prices
and eliminate competition: in short, to
maintain the property rights system.

“In the carting industry,” says Rand
Corp.’s Peter Reuter, ''the more competi-
tive the market structure [i.e., the more
fragmented the market], the higher the
probability a customer allocation agree-
ment exists, since the agreement will
restrict growth opportunities for effi-
cient firms,”” and so prevent them from
dominating the market.

As Stevens sees it, by putting garbage
contracts or franchises up for competi-

Gambino family chieftain
Paul Castellano

The carters kick in
nearly $500,000

a year, which is split
50-50 between Corallo
and Castellano.

tive bidding, the municipalities can
combine the price advantages of compe-
tition with the cost efficiencies of a geo-
graphic monopoly. That is what New
York City failed to do in opening com-
mercial trash to private companies. Iron-
ically, the emergence of the municipal
market has incrcased the pressure to
consolidate even more. How many com-
panies have the resources to bid on the
$116 million, 100-truck contract Waste
Management just won in San Jose?

As the heaps of garbage mount, so do
the capital costs—and not only of equip-
ment but of landfills as well. When open
burning was prohibited under the 1970
Clean Air Act, town dumps began being
supplanted by sanitary landfills and the
disposal end of the business became cap-
ital-intensive for the first time. Given
the increascd complexity in the design,
construction and technology involved in
a sanitary landfill, you could easily spend
millions developing a leakproof reposi-
tory where waste could be covered with a
layer of earth. So the larger, better-fi-
nanced companies again had the edge.

“It’s a much higher risk business than
collection,” says Donald F. Flynn, Waste
Management’s chief financial officer,
““more capital-intensive, with a higher
break-ceven point. You always risk that it
may not be permitted or a competing site
may open closer to the market. But when
landfills are successful, they are higher
return than ccllection’—and probably
much higher.

s cnvironmental pressures mounted,

municipal dumps began closing cv-
erywhere. All told, something like 7,000
have closed since 1975, and of the 13,000
that remain another 6,000 arc expected
to shut down by 1990. Inevitably the
price of disposal has gone up, and carters
have been having to travel farther and
farther to find a place to dispose of their
waste. In the most extreme example,
Hempstead, N.Y. began spending $63 a

Smelling like a rose

Garbage may not seem much of a glamour busi-
ness, but in the hands of the few corporate go-
getters that have emerged from the thousands of
small local garbage outfits over the past 20 years,

it looks remarkably like one. These publicly
owned waste disposal companies in fact rank
among the fastest-growing, highest-profit enter-
prises in all of U.S. industry.

Net —Latese 12 mos— 5-year average———
Révenues  income Recent Recent Dcbe/ net profit Growth Growth
(Smil) {Smil) price P/E cquity ratio  margin ROE ROE sales EPS
Browning-Ferris Inds $1,001 S 89 48Va 16 0.2 9.5% 22.6% 22.6% 16.2% 21.3%
Laidlaw Inds 130 15 144 19 0.4 14.7 35.8 247 350 28.9
Waste Mgmt ¥315 143 58% 18 0.6 10.5 17.7 REND) 26.5 22.5
Western Waste Inds 69 3 10 17 0.8 4.3 9.1 3.6 25152 6.4}

'Four years. . *Three years.
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ton ($30 of it for transportation) to ship
its garbage 80 miles to the Al Turi land-
fill in Goshen, N.Y. (see box, p. 127).

“I thought I would never in my life sec
anybody pay $63 a ton to dispose of
waste, but we are doing that,” says BFI’s
Phillips. “Long Island has got a crisis.
Boston is coming pretty close to it.”

In the circumstances, it’s hardly sur-
prising that the enmicrging national com-
panies early on began backing up_their
collection operations with landfills. ““If
you don’t control your disposal costs,”
says Waste Management’s Don Flynn,
“you have a risk |[to your business of
somebody else causing a significant cost
dislocation. So the integration of collec-
tion and disposal is vital to success in the
market, and that’s an ability we have
that small individual companies for the

.most part don’t have.” In short, if you

control the landfill, you can control the
collection as well.
In Pittsburgh one landfill operator
claims BFI acquired control of various
strategically situated landtills and then
sct about preventing competing landfills
from being opened, tried to buy up the
others that remained and generally put
the squeeze on the competition. In Den-
ver 11 independent carters charge that
BFI raised their costs and cut their rev-
enues by cutting| its collection

Angel FrancoNVision Fowos

Suburban carter Alfred
DeMarco

“Our company
gives good value
Jor the dollar.”

- Fresh Kills landfill (see box) is likely to

last only another 15 years. In that period,
however, the city hopes to build as many
as eight waste recovery plants, the first
of which—a $250 million plant at the
Brooklyn Navy Yard—was approved by
the Board of Estimate in August. But the
price is high. The Brooklyn plant will
dispose of garbage for $30 to $35 a ton,
vs. the $28 the city charges at Fresh Kills.

Though collection in New York and
other major cities is still chiefly in the
hands of the traditional operators, the
technology of waste recovery may be
shunting them to the sidelines. New
York’s private garbage industry plans a
jointly owned 750-ton-a-day plant for the
South Bronx, but in other major cities
most of the owner-operators so far are
outsiders like Allied-Signal, Ogden and
Blount. Former Westchester County Ex-
ecutive Alfred DeclBello, head of the Al-
lied-Signal unit that will build and oper-
ate the Brooklyn plant, understands well
that the day of the landfill is almost over.
Westchester closed all its incinerators
and then all its municipal landfills, and
so gradually forced the arca’s garbage
into the waste-to-energy plant the coun-
ty was sponsoring. “Our business,” says
DelBello, “is to close landfills.”

And so the garbage industry has moved

Alevanaes auunioodin Gamp it the public spotlight. The gar-

charges in markets closc to the
dumps and raising the feces it
charged the independent haulers
for using its dumps, In Los Angeles
carters have been shut out of
dumps by Teamster contracts pro-
hibiting dumps from taking gar-
bage except from Teamster drivers,
and in New Jersey landfills shut
out competitors’ trash to keep
them from bidding on municipal
contracts. |

The pressure on available land-
fills is so extreme| that it has al-
ready spawned yct another new in-
dustry—resource | recovery, or
waste-to-cnergy plants. Eight of
the new generation of mass-burn-
ing plants are already in operation,
or so the American Boiler Manufacturers
Association calculates, another 25 are
under construction, and dozens of others
are in the planning stage. Most of these

plants, in most cirgumstances, wouldn’t *

have a prayer of competing with landfill
costs, except that, where landfills aren’t
available, as they aren’t in parts of Flor-
ida, California, New Jersey and New
York, people will pay whatever amount
is necessary to keep from choking on
their own garbage.

The industry’s biggest market is inevi-
tably New York City, whose enormous

Ecodata's Barbara Stevens
“Instcad of five
postmen delivering the
mail, you have one, so
you get the economy.”

bageman is no longer just a dim
shape in the alley: He has become a
multibillion-dollar presence in the
eccnomy, with tens of thousands
of public stockholders, a political
constituency of considerable mag-
nitude, and enormous power to in-
fluence both the natural and cco-
nomic environment.

In the end the increasing public
exposure of the large public com-
panies is likely to do more than
either law enforcement or trust-
busters can to dissipate the muscle
tactics and profitecring that have
been endemic to the business. In
some ways, the garbage industry
rescmbles the casino gambling in-
dustry a decade or so ago. As the
big public companies supplanted the
original mob-dominated owners, the in-
dustry inevitably cleaned up its act and
had to in order to maintain the approval
of regulators, stockholders and Wall
Street alike.

The garbage business is too large, the
challenges and opportunities too vast,
for the industry not to keep its house in
order. “We don’t want territories,’”” BFI’s
Harry Phillips says firmly. “What we are
trying to do is get more business from
the competition. It’s a tough world out
there.” B
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BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 314 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Public Utilities
Commission Act; and providing for an effective date."

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

* Secgtion 1. AS 42.05.030(a) is amended to read:

(a) The term of office of each member is six years. [THE GOVER-
NOR SHALL DESIGNATE WHO AMONG THE INITIAL APPOINTEES SHALL SERVE,
RESPECTIVELY, FOR TERMS OF TWO YEARS, FOUR YEARS AND SIX YEARS.] A
commissioner, upon the expiration of a term, shall continue to hold
office until a successor is appointed and qualified.

* Se¢. 2. AS 42.05.040 is amended to read:

Sec. 42.05.040. QUALIFICATIONS OF MEMBERS. Members shall be

qualified as follows: one member shall be a graduate of an accredited

sc?ool of law; one member shall be a graduate of an accredited univer-
sity with a major in engineering; one member shall be a graduate of an
accredited university with a major in finance, accounting,

economics,

or| business administration; and two members shall be consumers. A

professional member of the commission must have worked for at least

five vears in the member's professional field.

* Sec. 3. AS 42.05.050 is amended to read:

Sec. 42.05.050. ACTUAL EXPERIENCE EQUIVALENT TO A DEGREE.

Actual experience that is related to utilities management or regu-

lation for a period of five years in the practice of 1law or in the

field of engineering or in the field of finance, accounting, econom-

igs, or business administration [OR ACCOUNTING] is equivalent to a
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degree.
Sec. 4. AS 42.05.121 is amended to read:

Sec. 42.05.121. EMPLOYMENT OF COMMISSION PERSONNEL. (a) The
commission may employ an executive director who shall have had at
least five years of experience in public utility management or regu-
lation, law, accounting, engineering, or an allied field. The execu-
tive director is responsible for directing the administrative func-
tions of the commission and carrying out the policies as set by the
commission. The commission may employ engineers, hearing officers,

administrative law judges to the extent provided by AS 42.05.171 and

AS 42.06.140(b), experts, clerks, accountants, and other agents and

assistants it considers necessary. The executive director, deputy

director, attorneys, hearing officers, and administrative law judges

are in the partially exempt service under AS 39.25.120. Other employ-

ees [EMPLOYEES] and agents of the commission [WHO ARE NOT PARTIALLY
EXEMPT UNDER AS 39.25.120, OTHER THAN LEGAL COUNSEL,] are in the
classified service under AS 39.25.100.

(b) In addition to its staff of regular employees, the commis-
sion may contract for and engage the services of consultants and

experts the commission considers necessary if the commission resources

or expertise are insufficient to perform the necessary task.

Sec. 5. AS 42.05.121 is amended by adding a new subsection to read:
(c) The commission shall maintain accurate records of the time
devoted by a consultant or expert to each matter and the services
provided. The services shall be described in reasonable detail.
Sec. 6. AS 42.05.141(a) is amended to read:
(a) The Alaska Public Utilities Commission may
(1) regulate every public utility engaged or proposing to

engage in such a business inside the state, except to the extent

CSHB 314 (L&C) -2-
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ex]mpted by AS 42.05.711; in exercising its authority, the commission

has the powers expressly conferred or reasonably implied by this

chapter [, AND THE POWERS OF THE COMMISSION SHALL BE LIBERALLY CON-
STRUED TO ACCOMPLISH ITS STATED PURPOSES];

(2) investigate, upon complaint or upon its own motion, the
rattes, classifications, rules, regulations, practices, services and
fagilities of a public utility and hold hearings on them;

(3) make or require just, fair and reasonable rates, clas-

sifications, regulations, practices, services and facilities for a

public utility;

(4) prescribe the system of accounts and regulate the
service and safety of operations of a public utility;
(5) require a public utility to file reports and other
information and data;
(6) appear personally or by counsel and represent the
interests and welfare of the state in all matters and proceedings

involving a public utility pending before an officer, department,

board, commission or court of the state or of another state or the
United States and to intervene in, protest, resist, or advocate the
granting, denial or modification of any petition, application, com-
pPlaint or other proceeding;

(7) examine witnesses and offer evidence in any proceeding
afffecting the state and initiate or participate in judicial proceed-

ings to the extent necessary to protect and promote the interests of

the state.
Sec. 7. AS 42.05.171 is repealed and reenacted to read:

Sec. 42.05.171. FORMAL HEARINGS. (a) The commission may hold a
hlaring on a matter that is subject to the jurisdiction of the commis-

sion or may assign the matter to one or more commissioners, a hearing
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officer, or an administrative law judge. The commission shall assign
as many matters as possible to a hearing officer or administrative law
judge.

(b) When the commission does not preside over a hearing, the
presiding officer shall enter a recommended decision in the case
unless the commission requires, either in a specific case or by regu-
lation applying to a class of cases, that the entire record be certi-
fied to the commission for decision. The recommended decision becomes
the decision of the commission without further procedures unless there
is an appeal to, or review on the motion of, the commission within the
time limits provided in this chapter. On appeal from or review of the
recommended decision, the commission has the powers that it would have
in making an initial decision unless the commission has 1limited the
issues it will consider by notice to the parties or by regulation.

(c) Before the commission or the presiding officer enters a
decision the parties are entitled to a reasonable opportunity to
review a draft of the decision and to submit

(1) proposed findings and conclusions, or exceptiocns to the
draft decision; and

(2) supporting reasons for the exceptions or proposed
findings or conclusions.

(d) In a matter heard by the commission, a commissioner who has
not heard or read the testimony, including the argument, shall review
the record before participating in the decision.

(e) In determining the place of a hearing the commission shall
give preference to the place most convenient for those interested in
the subject of the hearing.

(f) The commission shall employ a sufficient number oZ hearing

officers or administrative law judges to hear and decide matters

CSHB 314 (L&C) e
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arising before the commission under this chapter.
Sec. 8. AS 42.05.221(a) is amended to read:
(a) A public utility may not operate and receive compensation

for providing a commodity or service until it has obtained [AFTER

JANUARY 1, 1971 WITHOUT FIRST HAVING OBTAINED FROM THE COMMISSION

UNDER THIS CHAPTER] a certificate under this chapter declaring that

public convenience and necessity require or will require the service

or! that the service is in the public interest. If [WHERE] a public

utility provides more than one type of wutility service, a separate
certificate of public convenience and necessity is required for each
type. A certificate shall describe the nature and extent of the
authority granted in it, including, as appropriate for the services
inyvolved, a description of the authorized area and scope of operations
of the public utility.

Sec. 9. AS 42.05.241 is amended to read:

Sec. 42.05.241. CONDITIONS OF ISSUANCE. The commission shall

islsue a certificate if [A CERTIFICATE MAY NOT BE ISSUED UNLESS] the
[

commission finds that the applicant is fit, willing and able under (b)

of this section to provide the utility services applied for and that

the services are required for the convenience and necessity of the
i

public or are in the public interest. The commission may issue a

c%rtificate granting an application in whole or in part and attach to
the grant of it the terms and conditions it considers necessary to
protect and promote the public interest including the condition that
tﬁe applicant may or shall serve an area or provide a necessary ser-

viljce not contemplated by the applicant. The commission may, for good

cause, deny an application with or without prejudice.

* Sec. 10. AS 42.05.241 is amended by adding new subsections to read:

(b) The commission shall find an applicant fit, willing, and
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able to provide utility service if the commission finds that

(1) the applicant has the financial, operational, manage-
ment, and maintenance capability to provide the proposed service;

(2) the applicant has or will have adequate equipment and
facilities to provide and maintain the proposed service; and

(3) the applicant submits evidence demonstrating that the
applicant will comply with the law.

(¢) In a hearing on the issuance of a certificate urder this
section, the applicant for the certificate has the burden of showing
that the proposed service is required for the convenience and neces-
sity of the public or is in the public interest.

(d) If issuance of a certificate is not contested, the commis-
sion shall grant or deny the application no later than six months
after the application was filed. If the commission has not reached a

decision within six months, it shall issue the certificate.

* Sec. 11. AS 42.05.251 is amended to read:

Sec. 42.05.251. USE OF STREETS IN CITIES AND BOROUGHS. Public
utilities have the right to a permit to use public streets, alleys,
and other public ways of a municipality [CITY OR BOROUGH, WHETHER HOME
RULE OR OTHERWISE,] upon payment of a reasonable permit fee and on
reasonable terms and conditions and with reasonable exceptions the

municipality [CITY OR BOROUGH] requires. The fee may not exceed the

actual cost to the municipality of the utility's use of the public way

and of administering the permit program. A dispute as to whether

fees, terms, conditions, or exceptions are reasonable shall be decided
by the commission. The commission may require a utility to add the
amount of any permit fee paid as a pro rata surcharge to its bills for
service rendered at locations within the boundaries of any municipal-

ity that [CITY OR BOROUGH WHICH] requires payment of a permi: fee.
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Sec. 12. AS 42.05.361(c) is amended to read:

(c) The commission may reject the filing of all or part of a
tariff that [WHICH] does not comply with the form or filing regu-
lations of the commission [OR WHICH IS NOT CONSISTENT WITH THIS CHAP-
TEI OR THE REGULATIONS OF THE COMMISSION]. A tariff or provision so

rejected is void. If the commission rejects a filing, it shall issue

a statement of the reasons for the rejection. Unless the utility and

the commission agree to an extension of time, the commission may not

reject a filing under this subsection after 45 days have elapsed from

the date of filing.

Se%. 13. AS 42.05.381 is amended by adding a new subsection to read:

| (e) The commission shall adopt regulations for electric coopera-
tiges setting a range for adjustment of rates by a simplified rate
filing procedure. A cooperative may apply for permission to adjust
its rates over a period of time under the simplified rate filing
procedure regulations. The commission shall grant the application 1if
the cooperative satisfies the reguirements of the regulations. The
commission may review implementation of the simplified rate filing
procedure at reasonable intervals and may revoke permission to use the
procedure or require modification of the rates to correct an error.

Sec. 1l4. AS 42.05.421(a) is repealed and reenacted to read:

. (a) When a tariff filing is made containing a new or revised
ra%e, classification, rule, regulation, practice, or condition of
service the commission may, either upon written complaint or upon its
own motion, after reasonable notice, conduct a hearing to determine
the reasonableness and propriety of the filing. Pending the hearing
and decision, the commission may suspend the operation of the tariff

filing by order stating the reasons for the suspension. When the

commission suspends the operation of a tariff, the commission may
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grant an interim rate increase. The period of suspension may not
exceed 10 months unless

(1) the proceedings involve substantial affiliated interest
transactions or complex rate design issues;

(2) the utility has delayed the proceedings, but the period
of suspension may not exceed 10 months plus the length of the delay;

(3) the utility requests an extension, but the period of
suspension may not exceed 10 months plus the length of the extension;

(4) another legal or regulatory body is considering the
issue and has not entered its decision;

(5) a consumer of the utility raises issues that require
additional time to resolve;

(6) the proceedings involve unusual or complex situations
or issues.
Sec. 15. AS 42.05.421(b) is amended to read:

(b) An order suspending a tariff filing may be vacated if, after
investigation, the commission finds that it is in all respects proper.
Otherwise the commission shall hold a hearing on the suspended filing
and issue its order, before the end of the suspension period, grant-
ing, denying, or modifying the suspended tariff in whole or in part.

If the commission does not act on the tariff filing within the period

of suspension allowed under (a) of this section, the tariff filing

takes effect at the end of the suspension period.

Sec. 16. AS 42.05.421(c) is amended to read:

(c) I1f the commission authorizes an interim [IN THE CASE OF A

PROPOSED INCREASED] rate, the commission may by order require the

interested public utility or utilities to place the amounts subject to

refund in escrow in a financial institution approved by the commission

and keep accurate account of [ALL AMOUNTS RECEIVED BY REASON OF THE
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INCREASE, SPECIFYING] by whom znd in whose behalf the amounts are
paid. Upon completion of the hearing and decision the commission may
by order require the public utility to refund to the persons in whose
behalf the amounts were paid, that portion of the increased rates

which was found to be unreasonzble or unlawful. The commission shall

immediately authorize release of the balance of funds to the utility.

Funds may not be released from escrow without the commission's prior

written consent and the utility shall instruct the escrow agent of

this req uirement[SHALL BE SO INSTRUCTED BY THE UTILITY,] in writing

and send [, WITH] a copy to the commission. The utility may, at its
expense, substitute a bond for [IN LIEU OF] the escrow requirement.

8ec. 17. AS 42.05.421 is amenced by adding a new subsection to read:

(e) At the time of a tariff filing or at any time the tariff
filing is under suspension, the utility may request the commission to
llow the tariff filing to take effect on an interim basis. The

ommission shall process the request as a tariff filing under AS 42.-

:

d

ﬂS.éll. If the filing contains a proposed new rate or rate increase,
The commission may allow that rate or a lesser rate to take effect on
d4n interim basis, subject to refund or other appropriate disposition
at the discretion of the commission.

Sec. 18. AS 42.05.651 is amenced to read:

Sec. 42.05.651. EXPENSES OF INVESTIGATION OR HEARING. After
completion of a hearing or investigation held under this chapter, the
commission shall allocate the costs of the hearing or investigation
among the parties, including the commission, as 1is just under the
g¢ircumstances. In allocating costs, the commission may consider the

results, ability to pay, eviderce of good faith, other relevant fac-

tors and mitigating circumstances. The costs allocated may include

the costs of any time devoted to the investigation or hearing by hired
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consultants, whether or not the consultants appear as witnesses or

participants, but only if the consultants were necessary under AS 42.-

05.121(b). The costs allocated may not include the cost of psrmanent

staff for the commission but may include other necessary expensess not

allocated in the operating budget [ALSO INCLUDE ANY OUT-OF-POCKET

EXPENSES INCURRED BY THE COMMISSION IN THE PARTICULAR PROCEEDING].
The commission shall provide an opportunity for a [ANY] person object-
ing to an allocation to be heard before the allocation becomes final.
Sec. 19. AS 42.05.711(b) is repealed and reenacted to read:

(b) Except as otherwise provided in this subsection, public
utilities owned and operated by a political subdivision of the state,
or electric operating entities established as the instrumentzlity of
two or more public utilities owned and operated by political subdi-
visions of the state, are exempt from this chapter, other than AS 42.-
05.221 - 42.05.281 and 42.05.311 - 42.05.321. However,

(1) a telephone utility owned by a political subdiv:sion is
subject to this chapter;

(2) the governing body of a political subdivision may elect
to be subject to this chapter; and

(3) a utility or electric operating entity that is owned
and operated by a political subdivision and that directly competes
with another utility or electric operating entity is subject to this
chapter; however, except as otherwise provided in this subsection, any
other utility or electric operating entity owned and operated by the
political subdivision is not subject to this chapter.
Sec. 20. AS 42.05.711(e) is amended to read:

(e) Notwithstanding any other provisions of this chagter, an
[ANY] electric [OR TELEPHONE] utility that does not gross $50,000

annually is exempt from regulation under this chapter unless 25
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percent of the subscribers petition the commission for regulation.

Seﬁ. 21. AS 42.05.711(f) is repealed and reenacted to read:

| (f) A public utility, except a local exchange telephone util-
it{, that receives gross annual revenue of 1less than $500,000 may,
under the procedures in AS 42.05.712, elect to be exempt from this
chapter other than AS 42.05.221 - 42.05.281.
Se¢. 22. AS 42.05.711(h) is amended to read:
(h) An electric [A] cooperative organized under AS 10.25 may
elict to be exempt from [THE PROVISIONS OF] this chapter, other than
AS|42.05.221 - 42.05.281, under the procedure described in AS 42.05.-
7110

A4

Se¢. 23. AS 42.05.712(a) is amended to read:

(a) A utility or cooperative that [WHICH] may elect to be exempt

from [THE PROVISIONS OF] this chapter shall poll its subscribers or
|

members in the manner described in this section. A cooperative formed
|

for the generation and transmission of electrical service may not

eléct to be deregulated under this section unless each of its members

that is organized as a distribution cooperative has held an election

ampng its subscribers to determine the cooperative's vote on deregu-

lation.

Sep. 24. AS 42.05.720(4) is amended to read:

(4) "public utility" or "utility" includes every corpora-
tion (whether public, cooperative, or otherwise), company, individual,

or| association of individuals, their lessees, trustees, or receivers

appointed by a court, that owns, operates, manages or controls any
plant, pipeline or system for
(A) furnishing, by generation, transmission or distri-

bution, electrical service to the public for compensation;

(B) furnishing telecommunications service to the

= L= CSHB 314 (L&C)
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public for compensation;

(C) furnishing water, steam or sewer service to the

public for compensation;

(D) furnishing natural or manufactured gas to the

public for compensation by transmission or distribution, except

as necessary for a producer to supply first sale gas to an entity

that is not an affiliated interest if the distribution or trans-

mission facilities are either located entirely within the produc-

tion leasehold of the producer, or to the extent that the facil-

ities are not located within the leasehold, are valued at

$1,000,000 or less [OF NATURAL OR MANUFACTURED GAS TO THE ALASKA

PUBLIC FOR COMPENSATION];

(E) furnishing for distribution or by distribution
petroleum or petroleum products to the Alaska public for compen-
sation when the consumer has no alternative in the choice of
supplier of a comparable product and service at an equal or
lesser price;

(F) furnishing collection and disposal service of
garbage, refuse, trash or other waste material;

* Sec. 25. AS 44.66.010(4) is amended to read:

(4) Alaska Public Utilities Commission (AS 42.05.010) --
June 30, 1989 [1986];

* Sec. 26. Notwithstanding AS 42.05.030, as soon as the term of a
consumer member under AS 42.05.040 expires, the governor shall reappoint or
replace the member for a term of four years so that the terms of the con-
sumer memkters of the board are staggered.

* Sec. 27. Notwithstanding the amendments to AS 42.05.040 made by
sec. 2 and to AS 42.05.050 made by sec. 3 of this Act, a member of the

commissiorr on the effective date of this Act may continue to serve as a
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commission member and may be reappointed to the commission without meeting
the additional qualifications.

* Sec. 28. The amendments made by secs. 4 - 12, 14 - 16, and 18 of this

Act do not apply to a proceeding begun before the effective date of this
Act.
* Sec. 29. Notwithstanding the amendments made by secs. 19 - 23 of this
AGER alutility that was exempt from AS 42.05.221 on the day before the
effect#ve date of this Act may continue to operate and to receive compen-
sation!without holding a certificate from the Public Utilities Commission
until the commission has acted on the utility's application for certifica-
tion if the utility files an application for certification within 60 days
after &he effective date of this Act.

* Sec. 30. Notwithstanding AS 42.05.371, a utility that was exempt from
regulation by the Public Utilities Commission on the day before the effec-
tive date of this Act may continue to charge the tariffs it charged on the
day before the effective date of this Act, until otherwise ordered by the
commission, if it files its complete tariff with the commission within 60
days after the effective date of this Act.

* Sec. 31. AS 42.05.711(g) and 42.05.711(i) are repealed.

* Sec. 32. This Act takes effect immediately in accordance with AS 01.-

10.070(c) .
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Introduced: 3/22/85
Referred: Labor & Commerce
and Finance

IN THE HOUSE BY DAVIS
HOUSE BILL NO. 314
‘ IN THE LEGISLATURE OF THE STATE OF ALASKA
| FOURTEENTH LEGISLATURE - FIRST SESSION
| A BILL
For an‘Act entitled: "An Act extending the termination date of the Alaska
Public Utilities Commission; and providing for an
effective date."
BE IT %NACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.66.010(a)(4) is amended to read:
' (4) Alaska Public Utilities Commission (AS 42.05.010) ~--
Jine 30519898 [1119.:851] 3
* S;c. 2. This Act takes effect immediately in accordance with AS O01.-

10.070(c).
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