


S t a t e  o f  A  l a  s i c a
O F F I C E  O F  T H E  G O V E R N O R

J u n e a u

J a n uary 18, 1985

The Honorable Don Bennett 
Presid ent of the Senate 
A lask a State L e g i s l a t u r e  
Pouch V
Juneau, AK 99811 

Dear Senator Bennett:

Under the a u t h o r i t y  of art. Ill, sec. 18, of the A l aska 
Constitution, I a m  t r a n s m i t t i n g  a bill relating to cost 
a llocations of the A l a s k a  Public Utilities Commission. 
The bill p r o v i d e s  the authority to allocate to public 
utilities, p i p e l i n e  carriers, and other parties the c o m­
miss i o n ' s  costs o f  employin g profe s s i o n a l  staff and legal 
counsel in p r o c e e d i n g s  before the commission.

Currently, utilities, p i p eline carriers, and other parties  
m a y  be required to reimburse the commission  for p r o f e s­
sional services costs w h e n  the services are p r o v i d e d  to 
the c ommission b y  o u t s i d e  consultants. When similar s e r­
vices are p r o v i d e d  by the commission's professional staff, 
the costs are not  a l l o c a t e d  to the parties. The d i f f e­
rence in t r e a t m e n t  is due m a i n l y  to the w o r kload o f  the 
commiss ion's in-h ouse staff. The inequity in the p r esent  
situation is obvious. This bill insures that the u t i l i­
ties and p i p e l i n e  carriers that generate regulat ory costs 
also pa y those costs.

Until July 1, 1984, the C o m m i s s i o n  did not allocate to
parties the costs o f  services p r o v i d e d  b y  the attorney  
general. The C o m m i s s i o n  bega n allocating  these costs on 
July 1, 1984, u n d e r  its p r esent statutory authority.
Several parties have q u e s t i o n e d  the commission's au thority  
to a llocate the costs of attorney general services, and 
the bill clarifies the commission's autho rity to allocate 
those costs.

The bill amends t hree sections of the statutes applica ble  
to the A l aska P u blic Util ities Commission. Section 1 of 
the bill w o u l d  c l a r i f y  that the costs of professional  c o n­
sultants em plo y e d  to assist the commission in e l iminatin g  
duplic a t i o n  among c o m p e t i n g  utilities, under AS 42.05.221, 
are to be a l l o c a t e d  by the commission under the same
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m e tho d as other prof essional services expe nses under 
AS42.05.651. The existing AS 42.05.221(e) states that the 
expenses may be apportio ned among the competing utilities, 
but does not provi de p rocedu ral standards or c r i teria for 
the commiss ion to use in its allocation.

Section 2 of the bill would amend AS 42.05.651 in two 
ways. The bill w o u l d  make it clear that the c omm ission  
m a y  allocate costs to a u t ility d u r i n g  the course of a 
proceeding, or m a y  wait until the t e r m i n a t i o n  o f  the p r o­
ceeding. In addition, the bill w o u l d  clarify the c o m­
missio n's authority to allocate to utilities the cost of 
the commission's profes sional staff, and the cost of the 
a ttorney general or other legal counsel w h o  assist the 
commissi on and its staff. The commission 's p r o f e s s i o n a l  
staff includes its engineering, finance, economics, and 
tariff sections.

Section 3 of the bill  w ould similarly clarify the c o m­
mission's authority  to allocate to p ipeline carriers the 
costs o f  profe s s i o n a l  staff and legal counsel in p r o c e e d­
ings involving p i p eline carriers. It is not n e c e s s a r y  to 
specify that the commission m a y  take such a c t i o n  during 
proceedings involving pipeline carriers, since this is 
already explici tly stated in e x i sting  AS 42.06.610.

The bill has an effective date of July 1, 1985, to c o i n­
cide w i t h  the b e g i n n i n g  of the n e w  fiscal year.

I urge prompt passage of this bill.

S incerely

Governor
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OPERATING
100 PERSONAL SERVICES 26.7 26.7 26.7 26.7 26.7
200 TRAVEL

300 CONTRACTUAL 1 0 . 0
100 S U P P L IE S

500 EQUIPMENT

500 LAN,L & STRUCTURES

700 CRANTS, CLAIMS 1
300 MISCELLANEOUS i 1 1
TOTAL OPERATING 36.7 26.7 26.7 26.7 26.7

[ CAPiiAL

I REVENUE I I I  1 i I

FUNDING: (Thousands of Dollars)
ru»\U (763.31 . (773.31 (773.3) 1 (773.3) (773.3)

FEDERAL FUNDS
! . ! 1

O T H E R P ro g .  Receipts
r o o .o 800.0 l 800.0 1 800.0 800.0

TOTAL
36,7 ,, . 26.7 26.7 26.7 26.7
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ANALYSIS: Attach a separate page if necessary
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staff costs in the estimated amount of $800,000. This allocation would reduce General 

Fund obligation and increase Program Receipts. The spepific costs noted in this fiscal 
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Prepared By:

Division

Approved by Commissioner:_ ________ _

A§ency:_ c o m m EJX£ and Economic Development

Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies)

P hone:276' 6222 ext 111 

Date: 12/06/84

Date: /

7/1/84



Fiscal Note Analysis 
APUC "Alternative Funding" Legisla tion

A s s u m p t i o n s :

Program Summary:

1)

Addition of one Adminis trative support techni­
cian to function as cost control and revenue 
recovery clerk for full scale cost allocation 
p r ogr am created by new legislation. Associated 
costs (salary, benefits, e q u i pmen t and sup­
plies) are included. C o n t r a c t u a l  costs are 
assumed to cover necessary automated pro gram  
development, design and implemen tation in s u p­
port of the expended cost alloc ation procedure. 
Expenses under these catagor ies would not be 
allocable to program receipt revenues.

Implementation of the pro posed "alternative 
funding" legislation would p r o vide the APUC 
with the necessary legal a u t h ority to include 
the cost of professional staff time, on a 
case-sp ecific basis, to the various  utilities 
which appear before the Commission. These 
cost allocations would produce restricted 
p r ogram receipt revenue which would fund the 
related staff expenses.

The APUC believes that given a) the current 
level of contractual, travel and m i s c ellaneous  
costs included in existing allo cations and b) 
the significant allocable increases associated 
with the "alternative funding" proposal, the 
need for a highly detailed and accurate 
accounting system is required. This system 
will demand the services of a full-time 
accounting technician to ensure timely input of 
accounting data and the p r e p a r a t i o n  of f actu­
ally accurate allocation documentation, d e f e n­
sible before the Commission in accordance with 
AS 42.05.

2) In conju nction with (1) above the APUC intends 
to enhance its existing in-house data p r o c e s s­
ing capability  with an a pplic a t i o n  p r ogr am spe­
cifically designed to support the expanded p r o­
gram' receipts/cost allocation accounting re­
quirements created by the proposed legislation. 
Costs in this catagory are p r i m arily c o n t r a c­
tual and related to computer p r o g r a m  d e v e l o p­
ment, design and implementation.

3) All costs in (1) and (2) above are non-allo- 
cable and, t h e r e f o r e , -are General Fund e x­
penses .

4) Costs associated with (1) above are estimated 
at 26.7; with (2) above are estimated  at xO.O. 
Total costs for FY85 are 36.7. Subsequent year 
costs would be a continuation of the personal 
services component of (1) as m a y  be adjusted by 
future legislative action.
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N U S H A G A K  ELECTRIC C O -O P ER A T IV E , IN C .
P. 0. BOX 197 . DILLINGHAM, ALASKA 99576 . AR£A CODE (907) S42-52SI

-

ALASKA
February 8> 1985

Senator Fred Zharoff

Dear Senator Zharoff;

Nuahagak Electric Cooperative would like to echo the strong proteat 

against Senate Bill No- 64 that you received From Vincent Beans, 

President of AVEG.

The current trend of the Alaafco Public Utilities Commission is to 

expand electric utility regulation in areas that ware uev*C envisioned 

in the enabling legislation. For example, in their (lockets U*-80~34, 

Order No, 4 and U“82-63, Order No. 2 thfi7 propose reviewing detailed 

generation design of all utilities w i t h  sales exc e e d i n g  500,000 KWH 

prior tD construction. The APUC does not have the operational 

experience or engineering competency to undertake such a project.

If they hire consultants to do this work, it wil l moan d e s i g n  costa 
of all power plants will be increased and timing will be interrupted.

The unchecked ability of the AEUC to hire consultants and to bill the 

utilities produces the excellent potential for the utility consumer to 

foot the bill. The Paradox here lies i n  the fact that the AP U C  i* 
generally considers., to be a, consumer Hdvocate and in. favor of the 

leweat rates possible.

V’e believe the APUC is adequately funded if it follows its mandate 

•aa provided by the legislatm**. If it deviates or expends the mandats, 

the net effect will he to add an unnecessary burden to the utilities 

and, consequently, an unnecessary cost to the consumers.

We sincerely request that you consider opposing SB NO, 64 w i t h  all the 

resources within your command.

Thank you.

Yours very tr

7 3 ^  (J / j Z u x .

' BOB CHERRY /
Secretary 
Miinho^olr i" fT/mrnUfdtiva . inc.


