


S T A T E  O F  A L A S K A  1 9 8 6  L E G I S L A T I V E  S E S S I O N  
F I S C A L  N O T E

w
'

REQUEST
S B  4 2 6

Revision Date:.
FISCAL DETAIL

Bill/Resolution No.:
T i t l e : ________ A n  A c t  e x e m p t i n g  c e r t a i n

t e l e p h o n e  a n d  e l e c t r i c a l
___________ u t i l i t i e s  f r o m  A O U C  r e g u l a t i o n
Sponsor:________Coqhi 11___________________
Requester:  ________________________________
Date of Request:___________________________

Agency Affected: 
BRU:___________

C o m m e r c e  a n d  E c o n o m i c  D e v .  
A P U C

Components:

EXPENDITURES / REVENUES: (Thousands of Dollars)

O P E R A T I N G F Y  86 F Y  87 F Y  88 F Y  89 F Y  90 F Y  91

P E R S O N A L  S E R V I C E S
T R A V E L
C O N T R A C T U A L
S U P P L I E S
E Q U I P M E N T
L A N D  &  S T R U C T U R E S
G R A N T S ,  C L A I M S
M I S C E L L A N E O U S
T O T A L  O P E R A T I N G - 0 - - 0 - - o - - 0 - - 0 - - 0 -

C A P I T A L - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

R E V E N U E - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

F U N D I N G :  ( T h o u s a n d s  of dol lars)
G E N E R A L  F U N D  
F E D E R A L  F U N D S  
O T H E R  
T O T A L

•>

- 0 - ■ ■ - 0 - - 0 - - 0 - - U - - u -

P O S I T I O N S :
F U L L - T I M E
P A R T T I M E
T E M P O R A R Y

- U - i3
1 1 c 1 1 c 1 ■ - a - i3
1

A N A L Y S I S :  Attach a separate p a g e  if necessary.

Prepared by:  C a r o l y n  G u e s s
D i v i s i o n :  Comrrn s i  o n e r  A l a s k a  P u b l , i c  U t i  I i t i e s / C o m m T

A p pr o ve d by C o m m i s s i o n e r :  ________ _ ________ ________
A g e n c y :  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  i
D i st ri but ion (by A g e n c y  preparing fiscal  note):  

Leg is l at ive  F i n a n c e  
Leg is l at ive  S p o n s o r  
R e qu e s t o r

an ta t
—  FISCAL NOTE

o f .

Phone: 2 7 6 - 6 2 2 2
Date; -Apri I S  FSBT

D at e :  A p r i l  8 ,  1 9 8 6

10/25/85



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

< *  *

In troduced: 3/18/86
R e fe rred : Labor and Commerce

IN THE SENATE BY COGHILL

SPONSOR SUBSTITUTE FOR SENATE BILL NO. 426

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A  BILL

For an Act entitled: "An Act exempting certain telephone and electric

utilities from regulation by the Alaska Public Utili­

ties Commission."

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

* Section 1. AS 42.05.711(e) is amended to read:

(e) Notwithstanding any other provisions of this chapter, an 

[ANY] electric or telephone utility that does not gross $50,000 

annually or that has fewer than 250 subscribers is exempt from regu­

lation under this chapter unless 25 percent of the subscribers peti­

tion the commission for regulation. The commission may not combine 

the revenue or subscribers of different utilities owned by the same 

company when determining whether a utility is exempt under this sub- 

section.

- 1 - SSSB 426
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In troduced: 2/14/86
R e fe rred : Labor and Commerce

IW THE SENATE BY COGHILL

SENATE BILL NO. 426 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act exempting certain telephone and electric

utilities from regulation by the Alaska Public Utili­

ties Commission."

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

* Section 1. AS 42.05.711(e) is amended to read:

(e) Notwithstanding any other provisions of this chapter, an 

[ANY] electric or telephone utility that does not gross $50,000 

annually or that has fewer than 750 subscribers is exempt from regu­

lation under this chapter unless 25 percent of the subscribers peti­

tion the commission for regulation.

- 1 - SB 426



C H A I R M A N ' S  I N F O R M A T I O N :  SttSB 4 2 6

1) B I L L  T I T L E :  " A n  a c t  e x e m p t i n g  c e r t a i n  t e l e p h o n e  a n d
e l e c t r i c  u t i l i t i e s  f r o m  r e g u l a t i o n  b y  t h e  
A l a s k a  Publi'- U t i l i t i e s  C o m m i s s i o n . "

a) I n t r o d u c e d :  S e n  C o g h i l l

b) C o - s p o n s o r s :

2) I N T E N T :  T h i s  m e a s u r e  e x p a n d s  t h e  e c o n o m i c  d e r e g u l a t i o n
p r o v i s i o n s  f o r  u t i l i t i e s  w i t h  f e w e r  t h a n  2 5 0  
s u b s c r i b e r s .  I t  a l s o  p r e c l u d e s  t h e  A P U C  f r o m  
" c o m b i n i n g "  t h e  r e v e n u e  o r  s u b s c r i b e r  n u m b e r s  o f  
d i f f e r e n t  u t i l i t i e s  o w n e d  b y  t h e  s a m e  c .ipany 
w h e n  d e t e r m i n i n g  t h i s  e x e m p t i o n .

F I S C A L  N O T E :  0 ( T h e r e  is a c o n s i d e r a t i o n  t h a t  e c o n o m i c

d e r e g u l a t i o n  c o u l d  r e s u l t  i n  a d i m i n i s h e d  
w o r k l o a d  f o r  t h e  A P U C ,  t h u s  r e d u c i n g  t h e i r  
b u d g e t a r y  r e q u i r e m e n t s .)

3) A D D I T I O N A L  R E F E R R A L S :  R u l e s

4) P U B L I C  H E A R I N G S :

a) S p o n s o r :

b) P u b l i c  W i t n e s s e s :

5) B I L L  A C T I O N :

a) H o l d  i n  c o m m i t t e e ?
b) A s s i g n  t o  sv.b c o m m i t t e e  f o r  f u r t h e r  r e v i e w ?
c) M o v e  f r o m  c o m m i t t e e ?
d) C l o s e  p u b l i c  h e a r i n g s ?

6) C O M M I T T E E  A C T I O N ?

a) a m e n d m e n t s ?
b) CS a d o p t i o n ?
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SB 426 "An Act exempting certain telephone and electrical utilities from 

APUC regulation."
' r ' f- C'1, :

/  j't, • • • '.-j' j ' .  •' jj

■' ■ I,-;* ■’*'

The Commission is opposed to this bill. The Commission agrees that

number is an acceptable criterion for exemption. One of the reasons it has 
been proposed to alter the statute is to the assumption that the financial 
well-being of small utilities necessitates economic deregulation. The Com­

mission proposes that the limit should be reflective of revenue levels, not
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customer levels.

The history of Commission proceedings reflects that some of the utilities 

with the fewest customers are those with the most problems and whose 
customers have most benefited from the oversight and assistance of the Com­

mission. If this Act were passed, the Legislature would need to assure 
itself that, absent the Commission authority, there is an agency with 

sufficient authority to address health and safety problems arising from a 
utilities operation.

' 1 f • 'v •*’ •' ••’v-; • . , • ! . «Vv v • *;v-J. ’ .• •

Further, the Commission observes that this bill would legislatively deregu­

late some small utilities whose customers, under a deregulation election, 
have mandated that their utilities not be exempt from Commission regulation.

The Commission also wishes to point out concerns regarding exemption of 
telephone utilities. Given the sweeping changes taking place in the tele­

communications industry as mandated by the Federal Communications Com­
mission, the technical interconnection between all telephone systems and 

the fact that some local exchange telephone costs are shared by all Alaskan 
telephone consumers, the Commission raises the question of whether f„r pur­
poses of an overall statewide telecommunications policy, it would be appro­
priate for the Legislature to consider excluding telephone utilities in the 
majority of the state's communities from regulation.

Loren H. Lounsbury, Commissioner 
Department of Commerce & Economic 

Development

Date:

POSITION PAPER
- ... , -t*.   M ii .v. t. i •:.. . Ait..
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Senator 3|ai]« JL (3l«ck) (HugljHI 
PouchV jA la a h a  ^ t a t c  |G c g t8 la tu rc

Juneau, Alaska 99811 
(007)4654921

Uox55028
North Pole, Alaska 99705 
(907)488-7332

A p r i l  11, 1986

TO: A l l  M e m b e r s  of  L a b o r - ^  C o m m e r c e  C o m m i t t e e

F R O M :  S e n a t o r  Cogh:Tll

RE: S B  4 26

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

u t i l i t i e s  is n o t  in th e  b e s t  i n t e r e s t  o f  t h e  c o n s u m e r  o r  t he u t i l i t y  

o p e r a t o r .

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

e c o n o m i c  r e g u l a t i o n  o f  t h e s e  s m a l l  u t i l i t i e s  is s u p p o s e d  to e n s u r e  the 

w e l l  b e i n g  o f  t he c o n s u m e r .

A f t e r  s p e a k i n g  witi. f i v e  o w n e r s  o f  s m a l l  u t i l i t i e s ,  r e p r e s e n t i n g  15 

o p e r a t i o n s ,  it is a p p a r e n t  t h a t  t h e  c o s t s  a s s o c i a t e d  w i t h  

c o m p l i a n c e — r a t e  h e a r i n g s  e nd a n n u a l  r e p o r t s —  p a s s e s  o n  to the c o n s u m e r  

u n r e a s o n a b l e  i n c r e a s e s .

F o r  e x a m p l e ,  o n e  u t i l i t y  c a l c u l a t e s  it s  a n n u a l  c o s t  of c o m p l i a n c e  at 

b e t w e e n  $ 4 0 - 6 0 , 0 0 0  a y e a r .

A n o t h e r  e s t i m a t e s  t h a t  a r a t e  c a s e  o v e r  a n  18 m o n t h  p e r i o d  c o s t  m o r e  

t h a n  $ 1 8 0 , 0 0 0 .

A n o t h e r  o n - g o i n g  r a t e  c a s e  h a s  c o s t  $ 2 6 , 0 0 0  so far.

I t h i n k  it is n e c e s s a r y  to b a l a n c e  the i.eed f o r  r e g u l a t i o n  a g a i n s t  t he 

b u r d e n  to t h e  o p e r a t o r  a n d  th e  c o s t  to t h e  c o n s u m e r .

T h e s e  c o s t s  h a v e  b e e n  p a s s e d  o n  to the c o n s u m e r .  O n e  o p e r a t o r  e s t i m a t e s  

t h a t  a b o u t  $ 4 0 0  p e r  s u b s c r i b e r  h a s  b e e n  p a s s e d  o n  to h i s  c u s t o m e r s  in 

l i t t l e  o v e r  a  y e a r .

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

f e e s  that m u s t  be  p a i d  to c o m p l y .

-  BACK UP INFORMATION



SB 4 2 6 ,  p a g e  2 .

N o n e  o f  the u t i l i t i e s  o w n e r s  w e  s p o k e  to o b j e c t e d  to r e t a i n i n g  the 

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

I c e r t a i n l y  d o  n o t  o b j e c t  to the r e t e n t i o n  o f  t h e s e  s t a t u t e s  either..

T h e  u t i l i t y  o w n e r s 1 i n t e n t  to s e l l  t h e i r  s e r v i c e s  b a s e d  o n  n o r m a l  

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

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

I w a n t  the e c o n o m i c  r e g u l a t i o n  i s s u e  to b e  c o n t r o l l e d  on the l o c a l  

l e v e l .  U n d e r  SB 426, a p e t i t i o n  s i g n e d  b y  2 5 %  o f  t he s u b s c i r b e r s  w i l l  

c o m m e n c e  r e g u l a t i o n .  O n l y  63 s u b s c r i b e r s ,  m a x i m u m ,  n e e d  o b j e c t  to the 

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

I d o  n o t  b e l i e v e  w e  n e e d  t h i s  k i n d  o f  p r o t e c t i o n i s m  w h e n  it is c o s t i n g  

th e  p e o p l e  it is a t t e m p t i n g  to p r o t e c t .

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

r e g u l a t o r y  b u r d e n  of  s m a l l  u t i l t i e s .  I l l i n o i s ,  I o w a ,  M i n n e s o t a  a n d  

N e b r a s k a  h a v e  d o n e  so. P r e s e n t l y  t he l e g i s l a t u r e s  in U t a h  a n d  V i r g i n i a  

a r e  c o n s i d e r i n g  the i s s u e .

W i t h  s t a t e  r e v e n u e s  as  t h e y  a r e ,  it m a k e s  s e n s e  to f a s h i o n  w a y s  in w h i c h  

w e  c a n  c ut d o w n  a d m i n i s t r a t i v e  c o s t s  a n d  a t t e m p t  to l o w e r  c o s t s  to the 

c o n s u m e r  r e l a t e d  to t h o s e  a d m i n i s t r a t i v e  c o s t s .



^ A la sk a  J l i a i e  l e g i s l a t u r e

S e n a t e

Committee on Ca&or &  Commerce Pouch v

S ta te  C a p ito l 

Ju n e a u , A la s k a  J9811

S u m m a r y

T h i s  m e a s u r e  e x p a n d s  o n e  o f  t h e  e c o n o m i c  d e r e g u l a t i o n  s e c t i o n s  
o f  t h e  A P U C  s t a t u t e s ,  ( 4 2 . 0 5 . 7 1 1 ( e ) ,  t o  i n c l u d e  e l e c t r i c  o r  
t e l e p h o n e  u t i l i t i e s  w i t h  l e s s  t h a n  2 5 0  s u b s c r i b e r s .

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

T h e  m e a s u r e  a l s o  r e t a i n s  t h e  p r o v i s i o n  f o r  u t i l i t y  s u b s c r i b e r s  
t o  p e t i t i o n  t h e  A P U C  ( v o t e  o f  2 5 %  o f  s u b s c r i b e r s )  f o r  e c o n o m i c  
r e g u l a t i o n .

y

O f f ic ia l  B u s in e s s

S S S B  426:




