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State of Alasica
OFFICE OF THE GOVERNOR

Juneau

January 18, 1985

The Honorable Don Bennett
President of the Senate
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Bennett:

Under the authority of art. 1I11l, sec. 18, of the Alaska
Constitution, | am transmitting a bill relating to cost
allocations of the Alaska Public Utilities Commission.

The Dbill provides the authority to allocate to public
utilities, pipeline carriers, and other parties the com—
mission®s costs of employing professional staff and legal

counsel in proceedings before the commission.

Currently, utilities, pipeline carriers, and other parties
may be required to reimburse the commission for profes—
sional services costs when the services are provided to

the commission by outside consultants. When similar ser—
vices are provided by the commission®s professional staff,
the costs are not allocated to the parties. The diffe—
rence in treatment 1is due mainly to the workload of the
commission®s in-house staff. The 1inequity 1in the present
situation 1is obvious. This bill 1insures that the utili—

ties and pipeline carriers that generate regulatory costs
also pay those costs.

Until July 1, 1984, the Commission did not allocate to
parties the <costs of services provided by the attorney
general. The Commission began allocating these costs on
July 1, 1984, under 1its present statutory authority.
Several parties have questioned the commission®s authority
to allocate the costs of attorney general services, and
the bill clarifies the commission®s authority to allocate
those costs.

The bill amends three sections of the statutes applicable
to the Alaska Public Utilities Commission. Section 1 of
the bill would clarify that the costs of professional con—
sultants employed to assist the commission in eliminating
duplication among competing utilities, under AS 42.05.221,

are to be allocated by the commission under the same



method as other professional services expenses under
AS42.05.651. The existing AS 42.05.221(e) states that the
expenses may be apportioned among the competing utilities,
but does not provide procedural standards or criteria for
the commission to use in its allocation.

Section 2 of the bill would amend AS 42.05.651 1in two
ways. The bill would make it clear that the commission
may allocate costs to a utility during the course of a
proceeding, or may wait until the termination of the pro—
ceeding. In addition, the bill would clarify the com—
mission®s authority to allocate to utilities the cost of
the commission®s professional staff, and the cost of the
attorney general or other 1legal counsel who assist the
commission and its staff. The commission®s professional
staff 1includes 1its engineering, finance, economics, and
tariff sections.

Section 3 of the bill would similarly clarify the com—
mission"s authority to allocate to pipeline carriers the
costs of professional staff and legal counsel in proceed—
ings involving pipeline carriers. It is not necessary to
specify that the commission may take such action during
proceedings 1involving pipeline carriers, since this 1is
already explicitly stated in existing AS 42.06.610.

The bill has an effective date of July 1, 1985, to coin—
cide with the beginning of the new fiscal year.

I urge prompt passage of this bill.

Sincerely

Governor



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL Department of Commerce and
81 il/Rasolution-iku : Agency Mtfected: Economic Development
Title: Cost Allocations Program Category Affected:Consumer Protection
Sponsor: BRU, Program or Subprogram(s) Affected:
Requestor: Alaska Public Utilities Commission

Date of Request: .

EXPENDITURES/REVENUES: (Thousands of Dollars)

FY as ry bo FY b7 FYy 88 FY 89 FY 90
OPERATING
100 PERSONAL SERVICES 6.7 6.7 267 26.7 267
200 TRAVEL
300 CONTRACTUAL 10.0
100 SUPPLIES
500 EQUIPMENT
500 LAN,L & STRUCTURES
700 CRANTS, CLAIMS 1
300 MISCELLANEQUS i 1 1
TOTAL OPERATING 36.7 26.7 26.7 26.7 26.7
[ CAPiiAL
I REVENUE I | I 1 i I
FUNDING: (Thousands of Dollars)
rw\U (763.31 . (773.31 (773.3) 1 (773.3) (773.3)
FEDERAL FUNDS i 1 1 1
OTHERProg. Recelpts roo .o 800.0 1 800.0 1 800.0 800.0
TOTAL 36,7 , -26.7 26.7 26.7 26.7
rULU-iiMfc ) |
3ART-TIME l
TEMPORARY

L. —_ -

ANALYSIS: Attach a separate page if necessary
legislation associated with this fiscal note would allow the allocation of professional

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
note would not be eligible -for cost allocation and are, therefore, reflected as an
offset to the General Fund (feclufc>tion. /

Prepared By: Phone:276"6222 ext 111

Division Date: 12/06/84

Approved by Commissioner:_ _ Date: /

A8ency:_commEJXE and Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 7/1/84



APUC

Assumptions:

Program Summary:

9]

2)

Fiscal Note Analysis
"Alternative Funding"™ Legislation

Addition of one Administrative support techni—
cian to function as cost control and revenue
recovery clerk for full scale cost allocation
program created by new legislation. Associated
costs (salary, benefits, equipment and sup-—
plies) are included. Contractual costs are
assumed to cover necessary automated program
development, design and implementation 1in sup—
port of the expended cost allocation procedure.
Expenses under these catagories would not be
allocable to program receipt revenues.

Implementation of the proposed "alternative
funding™ legislation would provide the APUC
with the necessary legal authority to include
the cost of professional staff time, on a
case-specific basis, to the various utilities
which appear before the Commission. These
cost allocations would produce restricted
program receipt revenue which would fund the
related staff expenses.

The APUC believes that given a) the current
level of contractual, travel and miscellaneous
costs included in existing allocations 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 systenm
will demand the services of a full-time
accounting technician to ensure timely input of
accounting data and the preparation of factu—
ally accurate allocation documentation, defen—
sible before the Commission in accordance with
AS 42.05.

In conjunction with (1) above the APUC 1intends
to enhance 1its existing in-house data process—
ing capability with an application program spe—
cifically designed to support the expanded pro—
gram® receipts/cost allocation accounting re—
guirements created by the proposed legislation.
Costs 1in this catagory are primarily contrac—
tual and related to computer program develop—
ment, design and implementation.

3) All costs in (1) and (2) above are non-allo-

cable and, therefore, -are General Fund ex—
penses .

4) Costs associated with (1) above are estimated

at 26.7; with (2) above are estimated at x0.0.
Total costs for FY85 are 36.7. Subsequent year
costs would be a continuation of the personal
services component of (1) as may be adjusted by
future legislative action.
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NUSHAGAK ELECTRIC CO-OPERATIVE, INC.

P. 0. BOX 197 . DILLINGHAM, ALASKA 99576 . AREA 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 with sales exceeding 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 will moan design 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 in the fact that the APUC i*
generally considers., to be a consumer Hdvocate and in. favor of the

leweat rates possible.

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

eaa 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 with all the
resources within your command.

Thank you.

Yours very tr

73/\ 0 IiZ ux.

* BOB CHERRY /
Secretary
Miinho”olr i' fT/mrnUfdtiva . inc.



