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STEVE C O W P E R

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

F e b r u a r y  1, 1988

T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  o f  t h e  H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  the A l a s k a  C o n­
s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to  t h e  r e c o v e r y  
o f  t h e  c o s t s  i n c u r r e d  b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s­
si o n  (APUC) in r e g u l a t i n g  u t i l i t i e s  a n d  p i p e l i n e s .  T h e  m a i n  
t h r u s t  o f  t h i s  b i l l  is t h a t  A P U C  r e g u l a t o r y  c o s t s  b e  p a i d  by 
p u b l i c  u t i l i t i e s  a n d  p i p e l i n e s  in t h e  state.

T h e  h e a r t  o f  t h e  b i l l  is c o n t a i n e d  in secs. 3 a n d  6. 
P r o p o s e d  A S  4 2 . 0 5 . 8 0 1 ( a ) ,  in sec. 3 o f  t h e  b i l l ,  r e q u i r e s  
p u b l i c  u t i l i t i e s  to p a y  a n  a n n u a l  r e g u l a t o r y  c o s t  c h a r g e ,  
n o t  t o  e x c e e d  t h e  m a x i m u m  p e r c e n t a g e  s e t  o u t  in  t h a t  s u b­
sec t i o n .  F o r  p u b l i c  u t i l i t i e s  t h a t  a r e  s u b j e c t  t o  r e g u l a t o­
ry r e q u i r e m e n t s  o f  A S  4 2 . 0 5 ,  t h e  m a x i m u m  a m o u n t  o f  t h e  r e g u­
l a t o r y  c o s t  c h a r g e  w i l l  b e  .55 p e r c e n t  o f  t h e  u t i l i t y ' s  
g r o s s  r e v e n u e .  F o r  p u b l i c  u t i l i t i e s  t h a t  a r e  c e r t i f i c a t e d  
b y  t h e  A P U C ,  b u t  a r e  e x e m p t  u n d e r  A S  4 2 . 0 5 . 7 1 1  f r o m  o t h e r  
r e g u l a t o r y  r e q u i r e m e n t s  o f  A S  42 . 0 5 ,  the m a x i m u m  c h a r g e  
w o u l d  b e  .14 p e r c e n t  o f  g r o s s  r e v e n u e .  U n d e r  p r o p o s e d  
AS 4 2 . 0 5 . 8 0 1 ( b ) ,  t h e  a c t u a l  a m o u n t  o f  t h e  c h a r g e  w i l l  b e  
d e t e r m i n e d  b y  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l­
op m e n t ,  u s i n g  a m e t h o d  t o  b e  a d o p t e d  b y  t h e  d e p a r t m e n t  by  
r e g u l a t i o n .

U n d e r  p r o p o s e d  A S  4 2 . 0 5 . 8 0 3 ,  t h e  d e p a r t m e n t  is a u t h o r i z e d  to 
a d o p t  r e g u l a t i o n s  n e c e s s a r y  to a d m i n i s t e r  t h e  r e g u l a t o r y  
c o s t  c h a r g e  p r o v i s i o n s ,  i n c l u d i n g  r e g u l a t i o n s  t o  e s t a b l i s h  
p r o c e d u r e s  for r e p o r t i n g  i n f o r m a t i o n  a n d  p a y m e n t  o f  t h e  
c h a r g e s ,  a n d  is a u t h o r i z e d  t o  c o l l e c t  a n d  e n f o r c e  t h e  
c h a r g e s .  S e c t i o n  3 o f  t h e  b i l l .

P r o p o s e d  A S  4 2 . 0 6 . 7 0 1  a n d  4 2 . 0 6 . 7 0 2  c o n t a i n  g e n e r a l l y  the 
s a m e  r e g u l a t o r y  c o s t  c h a r g e  p r o v i s i o n s  f o r  p i p e l i n e  c a r r i­
ers. T h e  m a x i m u m  c h a r g e  for a p i p e l i n e  c a r r i e r  is .55 p e r­
c e n t  o f  t h e  c a r r i e r ' s  g r o s s  r e v e n u e .  S e c t i o n  6 o f  t h e  b ill.

U n d e r  p r o p o s e d  A S  4 2 . 0 5 . 8 0 3 ( b )  a n d  A S  4 2 . 0 6 . 7 0 2 ( b ) ,  in secs. 
3 a n d  6 o f  the b i l l ,  r e s p e c t i v e l y ,  t h e  m o n e y  c o l l e c t e d  f r o m
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p u b l i c  u t i l i t i e s  a n d  p i p e l i n e  c a r r i e r s  t h r o u g h  t h e  r e g u l a t o­
ry c o s t  c h a r g e  i m p o s e d  b y  t h i s  b i l l  w i l l  b e  p a i d  i n t o  t h e  
g e n e r a l  fund, b u t  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  is d i­
r e c t e d  to s e p a r a t e l y  a c c o u n t  f o r  t h e  a m o u n t  c o l l e c t e d .  L a n­
g u a g e  in  t h o s e  t w o  s u b s e c t i o n s  s u g g e s t s  l e g i s l a t i v e  a p p r o­
p r i a t i o n  o f  t h e  m o n e y  c o l l e c t e d  t o  t h e  A P U C ,  t o  c a r r y  o u t  
t h e  p u r p o s e s  o f  A S  4 2 . 0 5  a n d  A S  42 . 0 6 .  T h i s  p a r a l l e l s  l a n­
g u a g e  in ch. 138, S L A  1986, a p p l i c a b l e  t o  n u m e r o u s  o t h e r  
a g e n c i e s  a n d  f u n c t i o n s .

S e c t i o n  2 o f  the b i l l  a d ds, in  p r o p o s e d  A S  4 2 . 0 5 . 7 2 0  (11), 
(12), a n d  (13), d e f i n i t i o n s  o f  " g r o s s  r e v e n u e "  w h i c h  c l a r i f y  
that, a l t h o u g h  t h e  b i l l  is i n t e n d e d  t o  s u b j e c t  a l l  u t i l i t y  
r e v e n u e  to t h e  r e g u l a t o r y  c o s t  c h a r g e ,  t h e  c h a r g e  is n o t  
i n t e n d e d  to a t t a c h  t w i c e  to t h e  s a m e  r e v e n u e .  F o r  e x a m p l e ,  
a r e t a i l  e l e c t r i c  u t i l i t y  w i l l  p a y  t h e  r e g u l a t o r y  c o s t  
c h a r g e  o n  a l l  o f  its r e v e n u e .  H o w e v e r ,  i f  t h a t  r e t a i l  u t i l­
it y  p u r c h a s e s  its p o w e r  f r o m  a n o t h e r  u t i l i t y ,  t h e  w h o l e s a l e  
r e v e n u e  r e c e i v e d  b y  t h e  o r i g i n a l  s e l l e r  w i l l  n o t  b e  s u b j e c t  
to the c h a r g e .  M a t a n u s k a  E l e c t r i c  A s s o c i a t i o n  ( M E A ) , for 
e x a m p l e ,  w o u l d  p a y  t h e  r e g u l a t o r y  c o s t  c h a r g e  o n  a l l  r e v e n u e  
it r e c e i v e s  for s e r v i c e s  p r o v i d e d  t o  its c u s t o m e r s ;  p a r t  o f  
t h a t  r e v e n u e  is p a i d  to C h u g a c h  E l e c t r i c  A s s o c i a t i o n  to p u r­
c h a s e  w h o l e s a l e  p o w e r .  C h u g a c h  w o u l d  n o t  p a y  a r e g u l a t o r y  
c o s t  c h a r g e  o n  w h o l e s a l e  r e v e n u e  it r e c e i v e s  f r o m  MEA.

L i k e w i s e ,  an  i n t e r e x c h a n g e  t e l e p h o n e  u t i l i t y  p r o v i d i n g  s e r­
vi c e  w i t h i n  t h e  S t a t e  o f  A l a s k a  w o u l d  p a y  a r e g u l a t o r y  c o s t  
c h a r g e  o n  a l l  j u r i s d i c t i o n a l  r e v e n u e  it r e c e i v e s .  T h a t  r e v­
en u e  w h i c h ,  in turn, is p a i d  t o  l o c a l  e x c h a n g e  t e l e p h o n e  
u t i l i t i e s  i n  t h e  f o r m  o f  e i t h e r  s e t t l e m e n t s  or  a c c e s s  
c h a r g e s  for t h e i r  p a r t  i n  e i t h e r  o r i g i n a t i n g  o r  t e r m i n a t i n g  
a l o n g  d i s t a n c e  c a l l ,  is n o t  s u b j e c t  to  t h e  r e g u l a t o r y  c o s t  
c h a r g e .  F o r  e x a m p l e ,  A l a s c o m  r e c e i v e s  $100 f r o m  a c u s t o m e r  
for i n t r a s t a t e  l o n g  d i s t a n c e  t e l e p h o n e  c a l l s ;  $ 3 0  o f  t h a t  
r e v e n u e  is p a i d  t o  T e l e p h o n e  U t i l i t i e s  o f  A l a s k a  f o r  i t s  a s­
s i s t a n c e  in  o r i g i n a t i n g  a n d  t e r m i n a t i n g  t h o s e  c a l l s . O n l y  
t h e  $100 r e v e n u e  is s u b j e c t  to the r e g u l a t o r y  c o s t  c h a r g e .

B e c a u s e  t h e s e  t y p e s  o f  p a y m e n t s  w o u l d  n o t  o c c u r  r e g a r d i n g  
p i p e l i n e  c a r r i e r s ,  p a r a l l e l  d e f i n i t i o n s  o f  " g r o s s  r e v e n u e "  
are n o t  n e c e s s a r y  in A S  42.06.

T h e  b i l l  a l s o  d e a l s  w i t h  A P U C  a l l o c a t i o n  o f  c o s t s  it i n c u r s  
as a r e s u l t  o f  c e r t a i n  a c t i v i t i e s .  E x i s t i n g  A S  4 2 . 0 5 . 6 5 1 ( a )  
a n d  AS  4 2 . 0 6 . 6 1 0 ( a )  a n d  ( b ) , r e l a t i n g  to  p u b l i c  u t i l i t i e s  
a n d  p i p e l i n e  c a r r i e r s ,  r e s p e c t i v e l y ,  a u t h o r i z e  t h e  A P U C  to 
c h a r g e  c o s t s  o f  p r o c e e d i n g s  ( h e a r i n g s  a n d  i n v e s t i g a t i o n s )  to 
the p a r t i e s .  I n  secs. 1 a n d  4, r e s p e c t i v e l y ,  t h o s e  s t a t u t e s



T h e  H o n o r a b l e  B e n  G r u s s e n d o r f  P a g e  3

a r e  a m e n d e d  t o  a l l o w  t h e  a l l o c a t i o n  a n d  r e a l l o c a t i o n  o f  
c o s t s  o n l y  if  e x t r a o r d i n a r i l y  h i g h  c o s t s  a r e  i n c u r r e d  b y  t h e  
A P U C  in a p r o c e e d i n g .  I n  t h e  c a s e  o f  s u c h  a n  a l l o c a t i o n ,  
a n y  o b j e c t i n g  p a r t y  w i l l  s t i l l  h a v e  a n  o p p o r t u n i t y  to o b j e c t  
b e f o r e  t h e  a l l o c a t i o n  o f  e x t r a o r d i n a r i l y  h i g h  c o s t s  b e c o m e s  
final. T h e  a m e n d m e n t s  a l s o  a l l o w  t h e  A P U C  t o  m a k e  t h e  a l l o­
c a t i o n  a t  t h e  t i m e  i t  m a k e s  t h e  r e q u i r e d  f i n d i n g ,  r a t h e r
t h a n  w a i t i n g  u n t i l  c o m p l e t i o n  o f  t h e  p r o c e e d i n g ,  a n d  m a k e  
t h e  a l l o c a t i o n  p e r m i s s i v e  r a t h e r  t h a n  m a n d a t o r y .

S e c t i o n  7 o f  t h e  b i l l  r e p e a l s  A S  4 2 . 0 5 . 6 6 1  o n  a p p l i c a t i o n  
fees f o r  c e r t i f i c a t e s ,  b e c a u s e  t h e  n e w  p u b l i c  u t i l i t y  
r e g u l a t o r y  c o s t  c h a r g e s  to b e  i m p o s e d  u n d e r  p r o p o s e d
A S  4 2 . 0 5 . 8 0 1  a r e  i n t e n d e d  to c o v e r  s u c h  a d m i n i s t r a t i v e  
c osts.

F i n a l l y ,  sec. 8 o f  the b i l l  a m e n d s  A S  4 4 . 8 3 . 1 6 2  (b) t o  e x­
c l u d e  t h e  p u b l i c  u t i l i t y  r e g u l a t o r y  c o s t  c h a r g e s ,  e s t a b­
l i s h e d  i n  sec. 3 o f  t h i s  b i l l ,  f r o m  t h e  c a l c u l a t i o n s  o f  t h e
a m o u n t  o f  p o w e r  c o s t  e q u a l i z a t i o n  for e l e c t r i c  u t i l i t i e s .

I u r g e  y o u r  p r o m p t  a n d  favorable., c o n s i d e r a t i o n  o f  t h i s  m e a -  
sure. f  ) /  \

\SLi/cered.%K // /

gjfeeve C o w p e r  
G o v e r n o r



O ' STATE OF ALASKA 
1988 LEGISLATIVE SESSION

REQUEST:

BILL VERSION: HR 41
PUBLISH DATE:h o u s e  z /1/88

FISCAL NOTE
Revision Date: _____________________
Title: Title Regulatory Cost Charge

Agency Affected: Commerce & Econ. Dev.
BRU: APUC_________________________

Sponsor _ 
R e t W M

Rules Committee by request of Components: 
Governor________________

Operations

EXPENDITURES I REVENUES: (Thousands of Dollars)
OPERATING FY 88 FY 89 FY 90 F v i FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

39.5 39.5 39.5 39.5 39.5
0.6 0.6 o • o o • o 0.0
10.0 0.5 0.5 0.5 0.5
0.3 0.3 0.3 0.3 0.3
6.4 0.0 0.0 0.0 0.0

TOTAL OPERATING 56.8 4u.y 40.3 40.3 40.3

CAPITAL

REVENUE 4,300.0 4,300.0 4,300.0 4,300.0 4,300.0

FUNDING: (Thousands of dollars)
GENERAL FUND 56.8 40.9 40.3 40.3 40.3
FEDERAL FUNDS
OTHER
TOTAL 56.8 4 0/ 40.3 o • C

O 40.3

POSITIONS:
FULL-TIME 1.0 1.0 1.0 1.0 1.0
PARTTIME i ' |
TEMPORARY 1.0 1.0 1.0 1.0

ANALYSIS: (Attach a separate page if necessary.)
If this Bill is enacted, it will produce General Fund revenues of $4.3 
million. This estimate is based on the regulatory cost charge provided for 
in AS 42.05.801(a) and AS 42.06.701(a) as applied to the Commission's most 
current estimate of jurisdictional utility and pipeline gross revenues.

(CONTINUED - NEXT PAGE)
Prepared by: T. S. Moninski. Executive Director_______  Phone: 276-6222
Division: Alaska Public Utilities Commission________ Dare: January 13, 1(35%

Approved by Commissioner: J. Anthony Smit _ s, __
Agency: Department of Commerce and Econofnic 'Development

Distribution (by preparer):
Legislative F inance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Mfrfeate: January 19, 1988

page ] of _JL

0 7 0 7 -V12688a



ANALYSIS: (CONTINUED)

HOUSE 2 / 1 / 8 8

Implementation of the mechanics of this legislation will be subject to promul­
gation of future regulations as provided in this Bill. Appropriation of these 
revenues to the Alaska Public Utilities Commission will be subject to annual 
legislative review pursuant to the Executive Budget Act.

Expenses reflected in this fiscal note are those costs associated with imple­
mentation and administration of the regulatory cost charge.

Attached is a breakout of the costs which are identified on the fiscal note.

0707D-2
12688a

P a g e  2 o f  5



HB 418
HOUSE 2 / 1 / 8 8

FISCAL NOTE FOR BILL NUMBER:

PREPARED BY BT:

03-Jan-87

EXPENDITURES/REVENUES: (Thousand* of Dollar*)

OPERATING FYGS FY89 FY90 FY91 FY92 FY93

PERSONAL SERVICES 

Acct Clk 111 • 12 mo * 10/b 32.2 32.2 32.2 32.2 32.2
AST II - 3 mo - fl/b 7.3 7.3 7.3 7.3 7.3

S/T Personal Services 39.5 39.5 39.5 39.5 39.5

TRAVEL

Jno/Implementation - Airfare 5 1 da PO 

Jno/1st Fiscal Year End - audit process 

S/T Travel

0.6

0.6

0.6

0.6 0.0 0.0 0.0

CONTRACTUAL 
Costs associated w/developing regs 

APUC dp programming for billing, etc 
Additional postage

5.0

4.5
0.5 0.5 0.5 0.5 0.5

S/T Contractual 10.0 0.5 0.5 0.5 0.5

SUPPLIES - Add'I costs per year 0.3 0.3 0.3 0.3 0.3

EQUIPMENT 

HP Vectra PC w/hard disc, software, 

printer and other pc peripheral 
5 Drawer Filing Cabinet - house records 

S/T Equipment

6.0

0.4

6.4 0.0 0.0 0.0 0.0

LAND&STRUCTURES 
GRANTS, CLAIMS 

MISCELLANEOUS

TOTAL OPERATING 56.8 40.9 40.3 40.3 40.3

C A P I T A L

REVENUE 4,300.0 4,300.0 4,300.0 4,300.0 4,300.0

FUNDING: (Thousands of Dollars)

GENERAL FUND 

FEDERAL FUNDS 
OTHER

56.8 40.9 40.3 40.3 40.3

TOTAL 56.8 40.9 40.3 40.3 40.3

POSITIONS:

FULL-TIME IN MONTHS 

PART-TIME IN MONTHS 
TEHnORARY IN MONTHS

12.0

3.0

12.0

3.0

12.0

3.0

12.0

3.0

12.0

3.0

P a g e  3 o f  5
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Position Title Accounting Clerk I I I
T ime Status 
Full Time

Stuff Months
12 months

No. o f Positions Range/Step
Location

Anchorage

10/B
Barg. Unit

QGU
Election Disuicl

Type o f Expenditure

1

-Salary.
Benefits
Premium Pay 
T lth e r

T o ta l Personal Services

-22316.
.3515.

Trave l
Contractua l
Commod ities
Equipment
TJIReT

T o ta l Cost

Amount

■ •• ; ” ‘:lr: 

:-:'i ' hi fit'i ■ .

. £ j m .

..38-231

Funding Source fo r Tota l Cost

Federal Receipts 1002
G. F. Match 1003
General Fund 1004
GF Program Receipts I00S

O lher

■35773T

Justification

Tasks associated with the surcharge will require 
additional clerical support because administrative 
section personnel will be unable to absorb the 
additional workload. There will be a requirement 
for an Accounting Clerk I I I  (Range 10) to handle 
the billing and collection process.

Request For 
New Position

A g e n c y

IM U

Component

DC & ED

APUC

APUC

FY 89
Page 4 ’ o f 5 
Revised Dale

HB 
4
1
8

H
O
U
S
E
 

2
/
1
/
8
8



Time Status 

Seasonal

Poiiiion Title
Administrative Support Technician III 

1 S ta ff Months

No. o f Positions
_L R ange/S tep

■8/B.
Bug . Unit

Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
GF Program Receipts 1005

Other

Location Election D istrict

Anchorage

Type o f  Expenditure Amount
1 2 ! 3

_Salary . $ 0 3 4 • 7 :-  i VV
Benefits 2 2 1 4
Premium Pay ' : ' ••' •. . . :.vOther :■ :  H : \  V':V-

! Total Personal Services 7 , 2 4 8  ........
Travel
Contractual
Commodities
Equipment
Other

Total Cos: 7 ,2 4 8  j

Justification

There will be a three month period each year 
when the workload will require additional clerical 
support. We anticipate that this "peak" workload 
could be handled with the use of a "seasonal" or 
"temporary" .Administrative Support Technician II 
(Range 8).

7 ,2 4 8

Request For 
New Position

Agency
DRU

Component

DC & ED

APUC

APUC
Page 5^ ° f  
Revised Date

FY 89

HB 
418

£DUSE 
271/88



BETHEL UTILITIES CORPORATION
P.O. Box 72° • EAGLE RIVER, ALASKA  99577 • (907) 694-9631

F e b r u a r y  16, 1988

H o n o r a b l e  S t e v e  C o w p e r  
G o v e r n o r  of A l a s k a  
S t a t e  of A l a s k a  
P.O. B o x  A
J u n e a u ,  A l a s k a  S 9 8 1 1  

D e a r  G o v e r n o r  C o w p e r :

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

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

M y  o p i n i o n  r e g a r d i n g  t h i s  is, I t h i n k ,  w e l l  f o u n d e d  a n d  
I w i l l  c i t e  y o u  j u s t  a f e w  i n s t a n c e s  of  why. I n  r e c e n t l y  
r e w r i t i n g  t h e  p o r t i o n  o f  the A l a s k a  A d m i n i s t r a t i v e  C o d e  as it 
p e r t a i n s  t o  t h e  o p e r a t i o n  of e l e c t r i c  u t i l i t i e s ,  t h e  A P U C  has 
a p p a r e n t l y  c h o s e n  to p l a c e  i t s e l f  o n  t h e  l e a d i n g  e d g e  of 
l i b e r a l  s o c i a l  r e f o r m .  T h a t  i n  i t s e l f  is n o t  n e c e s s a r i l y  b a d  
e x c e p t  w h e n  it r e s u l t s  i n  c o s t i n g  t h e  p u b l i c  m o n e y  a n d  f o r c e s  
o b v i o u s l y  p o o r  b u s i n e s s  p r a c t i c e s  o n  t h e  r e g u l a t e d  u t i l i t i e s .

O n e  s u c h  e x a m p l e  is f o u n d  in  l o o k i n g  a t  3 A A C  5 2 . 4 2 0  a n d  
3 A A C  5 2 . 4 5 0  w h i c h  d e a l s  w i t h  c u s t o m e r  d e p o s i t s  a n d  
d i s c o n n e c t i o n  of s e r v i c e .  A u t i l i t y  is r e q u i r e d  t o  p r o v i d e  a 
c u s t o m e r  w i t h  s e r v i c e  r e g a r d l e s s  of t h a t  c u s t o m e r ' s  c r e d i t  
r e c o r d ,  a b i l i t y  t o  pay, o r  p a s t  h i s t o r y  w i t h  the u t i l i t y  
p r o v i d e d  a d e p o s i t  is m a d e  b y  t h e  c u s t o m e r  t h a t  is l i m i t e d  to 
t h e  g r e a t e r  of t w o  m o n t h 1s a v e r a g e  u s a g e  of e i t h e r  t h e  
c u s t o m e r ' s  i n t e n d e d  s e r v i c e  l o c a t i o n  o r  t h e  c u s t o m e r  c l a s s  
a v e r a g e .  T h e  u t i l i t y  c a n n o t  b e g i n  t e r m i n a t i o n  of  s e r v i c e  
b e c a u s e  of n o n p a y m e n t ,  h o w e v e r ,  u n t i l  n i n e t y  d a y s  of s e r v i c e  
h a s  b e e n  p r o v i d e d .  A n d  a t  t h a t  p o i n t  t h e  u t i l i t y  m u s t  s t i l l  
o f f e r  a r e s i d e n t i a l  c u s t o m e r  t h a t  c l a i m s  e c o n o m i c  h a r d s h i p  a 
d e f e r r e d  p a y m e n t  s c h e d u l e  to  f u r t h e r  s t r i n g  t h i n g s  out. I n  a 
h i g h l y  t r a n s i t o r y  p o p u l a t i o n ,  p a r t i c u l a r l y  d u r i n g  t h e  h a r d  
e c o n o m i c  t i m e s  w e  a r e  c u r r e n t l y  e x p e r i e n c i n g ,  u t i l i t y  l o s s e s  
f r o m  t h i s  t y p e  of p r o g r a m  a r e  s i g n i f i c a n t .

R e c e i v e d

F e b  1 a  1937
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A n o t h e r  e x a m p l e  c a n  b e  f o u n d  i n  3 A A C  5 2 . 4 6 5  t h a t  d e a l s  
w i t h  e l e c t r i c  m e t e r i n g .  I t  s t a t e s  e s s e n t i a l l y  t h a t  if  a 
w a t t h o u r  m e t e r  u s e d  b y  a u t i l i t y  t o  r e c o r d  a c u s t o m e r ' s  
e l e c t r i c  u s a g e  m e c h a n i c a l l y  m a l f u n c t i o n s  a n d  o v e r - r e g i s t e r s  
t h a t  u s a g e ,  t h e  c u s t o m e r  is e n t i t l e d  t o  a f u l l  r e f u n d .  T h a t  
is fine. Bu t ,  o n  t h e  o t h e r  h a n d ,  if t h a t  m e t e r  u n d e r­
r e g i s t e r s  o r  f a i l s  c o m p l e t e l y ,  w h i c h  is m u c h  m o r e  l i k e l y  to 
b e  t h e  c a s e ,  t h e  u t i l i t y  c a n n o t  b a c k c h a r g e  t h e  c u s t o m e r  
a c c o r d i n g l y .  W a t t h o u r  m e t e r s  a r e  e l e c t r o - m e c h a n i c a l  d e v i c e s  
t h a t  a r e  s u b j e c t  to a l l  f o r m s  of  p h y s i c a l  d e t e r i o r a t i o n  a n d  
a b u s e  i n c l u d i n g  t h e  g r e m l i n s  t h a t  p l a g u e  a n y  m e c h a n i c a l  
d e v i c e  k n o w n  to man. A P U C  d e p r e c i a t i o n  s t a n d a r d s  m a n d a t e  t h e y  
b e  e x p e c t e d  t o  l a s t  t w e n t y - f i v e  y e a r s .  W h e t h e r  a u t i l i t y  h a s  
h u n d r e d s  o r  t h o u s a n d s  of m e t e r s  i n  s e r v i c e ,  it is v i r t u a l l y  
i m p o s s i b l e  t o  p e r p e t u a l l y  m a i n t a i n  t h e  a c c u r a c y  of  s u c h  
e q u i p m e n t .  I n  t h e  e v e n t  a m e t e r  c e a s e s  f u n c t i o n i n g  a l t o g e t h e r  
a n d  a s s u m i n g  n o r m a l  d i l i g e n c e  is b e i n g  e x e r c i s e d  b y  the 
u t i l i t y ,  it  c a n  s t i l l  t a k e  u p  to t w o  m o n t h s  to d e t e c t  t h e  
p r o b l e m .  L a r g e  c o m m e r c i a l  c u s t o m e r s  c a n  u s e  t e n s  of t h o u s a n d s  
of d o l l a r s  w o r t h  of p o w e r  a m o n t h  so y o u  c a n  s e e  the 
p o t e n t i a l  l o s s e s  to u t i l i t i e s  c a n  b e  s u b s t a n t i a l .

A n o t h e r  e q u a l l y  as p a i n f u l  r e s u l t  o f  t h e  A P U C ' s  m i s s i o n  
t o  p r o t e c t  t h e  p u b l i c  is t h e  f a c t  t h a t  u p o n  t h e s e  n e w  
r e g u l a t i o n s  b e i n g  s i g n e d  i n t o  law, i t  w a s  m a n d a t e d  t h a t  a l l  
a f f e c t e d  u t i l i t i e s  i m m e d i a t e l y  r e w r i t e  t h e i r  t a r i f f s  to 
i n c o r p o r a t e  t h e  r e w r i t t e n  r e g u l a t i o n s  w i t h i n  a n  a p p r o x i m a t e  
n i n e t y  d a y  d e a d l i n e .  Now, o v e r  a y e a r  l a t e r ,  t h e  A P U C  h a s  n o t  
c o m p l e t e d  r e v i e w  o r  a p p r o v a l  o f  e v e n  o n e  s u c h  r e v i s e d  t a r i f f .  
A l l  t a r i f f  r e v i s i o n s  r e l a t i n g  to a n y  o f  t h e  m a t e r i a l  
a d d r e s s e d  i n  t h e  r e w r i t t e n  r e g u l a t i o n s  h a v e  b e e n  s u s p e n d e d  
w h i l e  t h e  A P U C  a t t e m p t s  to  i n t e r p r e t  w h a t  t h e y  h a v e  p r o v i d e d  
us w i t h .  N o t  o n l y  is a g o o d  p o r t i o n  o f  t h e  A P U C ' s  s t a f f  t i m e  
d e v o t e d  t o  t h i s  a n d  t h e r e f o r e  p r e v e n t i n g  t h e m  f r o m  c a r r y i n g  
o n  d a y  t o  d a y  b u s i n e s s ,  it h a s  l e f t  t h e  u t i l i t i e s  o p e r a t i n g  
in t h e  d a r k  u n d e r  e x i s t i n g  t a r i f f s  t h a t  a r e  i n  v i o l a t i o n  of 
t h e  l a w  t h a t  f o r  t h e  m o s t  p a r t  is s o  v a g u e  a n d  p o o r l y  t h o u g h t  
o u t  t h a t  it w i l l  p r o b a b l y  be  l e f t  u p  t o  t h e  c o u r t s  to 
c o n s t r u e .

M y  p o i n t  in a l l  t h i s  is t h a t  t h e  A P U C  is a n  e v e r  
b u r g e o n i n g  b u r e a c r a c y  t h a t  h a s  r e a c h e d  t h e  p o i n t  of b e i n g  
n o n - r e s p o n s i v e  a n d  o u t  of t o u c h  w i t h  r e a l i t y .  I t s  p e r f o r m a n c e  
a n d  a u t h o r i t y  is i n  b a d  n e e d  o f  c l o s e  s c r u t i n y .  S o c i a l  
w e l f a r e  a n d  e c o n o m i c  s u b s i d y  is n o t  a v a l i d  c o n c e r n  o f  a 
r e g u l a t o r y  b o d y  s u c h  as t h e  A P U C .  T h e  i s s u e s  i n v o l v e d  s h o u l d  
be  q u a l i t y  of  s e r v i c e  a n d  c o s t  o f  s e r v i c e .  I n  r e w r i t i n g  
A r t i c l e  4 C h a p t e r  52 T i t l e  3 of  t h e  A l a s k a  A d m i n i s t r a t i v e
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P a g e  T h r e e

C o d e  t h e  A P U C  h a s  i n  m a n y  w a y s  d e f i e d  e s t a b l i s h e d  n a t i o n - w i d e  
p o l i c y  r e g a r d i n g  e l e c t r i c  u t i l i t y  o p e r a t i o n .  I n v e s t o r  o w n e d  
u t i l i t i e s  a r e  c o m m e r c i a l  e n d e a v o r s  i n t e n d e d  t o  b e  r u n  i n  a 
b u s i n e s s  l i k e  m a n n e r  a n d  t o  m a k e  m o n e y .  T h e  e x t e n t  to w h i c h  
t h a t  is p o s s i b l e  d i c t a t e s  w h e t h e r  s u c h  i n v e s t m e n t  w i l l  b e  
m a d e .  I n v e s t o r  o w n e d  u t i l i t i e s  s h o u l d  n o t  b e  c o n f u s e d  w i t h  
th e  g o v e r n m e n t - - f i n a n c e d  m e m b e r - o w n e d  c o o p e r a t i v e  u t i l i t i e s  
t h a t  a r e  n o t  s u b j e c t  t o  i n v e s t o r  s c r u t i n y  o r  t h e  s a m e  
s t a n d a r d s  of  r e g u l a t i o n .

A s  m e n t i o n e d  e a r l i e r ,  o n e  s u c h  f o r m  o f  r e v i e w  o f  t h e  
A P U C  t h a t  s h o u l d  n o t  b e  e l i m i n a t e d  is t h e  b u d g e t a r y  p r o c e s s .  
If o p e r a t i n g  f u n d s  a r e  b e i n g  s q u e e z e d  f r o m  a m a s t e r  b u d g e t  it 
is m u c h  m o r e  l i k e l y  t h e  u s e  o f  t h o s e  f u n d s  w i l l  b e  q u e s t i o n e d  
t h a n  if i t  is o n l y  n e c e s s a r y  t o  r u b b e r  s t a m p  t h e  l e v y i n g  o f  a 
u t i l i t y  tax.

I n  t h e  e v e n t  s u c h  a u t i l i t y  t a x  w e r e  t o  b e  s e r i o u s l y  
c o n s i d e r e d ,  I t h i n k  a g o o d  d e a l  o f  t h o u g h t  n e e d s  t o  b e  g i v e n  
to w h o  s h o u l d  p a y  s u c h  a t a x  a n d  o n  w h e t  b a s i s .  T h e r e  s h o u l d  
b e  n o  q u e s t i o n  in a n y b o d y ' s  m i n d  t h a t  r e g a r d l e s s  of  w h o  
w r i t e s  t h e  ch e c k ,  t h e  u t i l i t y  c u s t o m e r  is g o i n g  to be  t h e  o n e  
f o o t i n g  t h e  bill. If t h a t  is t h e  c a s e ,  it s e e m s  s i l l y  t o  b e  
d i s t r i b u t i n g  s t a t e  f u n d s  to t h e  p e o p l e  i n  t h e  f o r m  of t h i n g s  
l i k e  P e r m a n e n t  F u n d  D i v i d e n d s  a n d  t h e  P o w e r  C o s t  E q u a l i z a t i o n  
C r e d i t s  o n  t h e  o n e  h a n d  a n d  t h e n  a s k i n g  f o r  i t  b a c k  w i t h  t h e  
o t h e r .  E a c h  t i m e  t h e  s a m e  m o n e y  is h a n d l e d  t h e  c o s t s  of 
a d m i n i s t r a t i o n ,  a c c o u n t i n g ,  d i s t r i b u t i o n ,  a n d  g e n e r a l  
c o n f u s i o n  s e r i o u s l y  e r o d e  it. A  u s e r - b a s e d  t a x  is f i n e  if 
t h e r e  is a r e l a t i v e l y  l i m i t e d  g r o u p  r e c e i v i n g  d i s t i n c t  a n d  
e x c l u s i v e  b e n e f i t s .  T h a t  is n o t  t h e  c a s e  h e r e  a n d  it s e e m s  
o b v i o u s  t h a t  s u c h  a t a x  i m p o s e d  o n  u t i l i t i e s  is s i m p l y  a n  e n d  
r u n  a r o u n d  t h e  b u d g e t a r y  p r o c e s s  to  a l l o w  d i v i d i n g  t h e  p i e  
i n t o  f e w e r  p i e c e s .  A  r e t u r n  t o  b a s i c s  h e r e  is w h a t  is n e e d e d .  
If u t i l i t y  r e g u l a t i o n  is a p r i o r i t y  i t e m ,  it s h o u l d  b e  f u n d e d  
at p e r h a p s  t h e  s a c r i f i c e  of a n o t h e r  p r o g r a m .  If it is not, 
t h e n  p e r h a p s  it s h o u l d  b e  s c a l e d  b a c k  o r  e l i m i n a t e d .  If a l l  
r e m a i n i n g  d e m a n d s  o n  t h e  b u d g e t  h a v e  e q u a l  p r i o r i t y  t h e n  t h e  
s t a t e  n e e d s  to  c o m e  u p  w i t h  m o r e  m o n e y .  A n  i n i t i a l  s o u r c e  of 
s u c h  m o n e y  c o u l d  b e  f r o m  t h e  e l i m i n a t i o n  of t h e  c a s h  g i v e a w a y  
p r o g r a m s .  W h e n  t h o s e  a r e  e x h a u s t e d  a n d  t h e r e  is s t i l l  a 
s h o r t a g e ,  t h e n  s o m e  f o r m  of  g e n e r a l  p u b l i c  t a x a t i o n  s h o u l d  b e  
e n a c t e d .  T h a t  is t h e  w a y  t h e  s y s t e m  w o r k s  e v e r y w h e r e  b u t  
A l a s k a .  I t  is a l s o  t h e  c o m m o n  s e n s e  a p p r o a c h  to  g o v e r n m e n t  
t h a t  y o u  a d v o c a t e d  i n  y o u r  c a m p a i g n .

W i t h  t h a t  in m i n d ,  a n d  a s s u m i n g  i t  w i l l  f a l l  o n  d e a f  
ears, h o w  w o u l d  s u c h  a t a x  b e  i m p l e m e n t e d ?  T h e  p r o p o s e d  t a x
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o n  g r o s s  r e v e n u e s  is p r o b a b l y  t h e  l e a s t  e q u i t a b l e  a n d  m o s t  
e x p e n s i v e  t o  i m p l e m e n t .  It a s s u m e s  t h a t  a l l  t y p e s  of 
u t i l i t i e s  a r e  s u b j e c t  to e q u a l  c o s t s  o f  r e g u l a t i o n .  T h a t  m a y  
b e  t r u e  b u t  I d o u b t  it. It a l s o  a s s u m e s  t h a t  c o s t s  of 
r e g u l a t i o n  a r e  s o m e h o w  p r o p o r t i o n a l  t o  a u t i l i t y ' s  g r oss 
r e v e n u e .  T h a t  is d e f i n i t e l y  n o t  true. I n  v e r y  s i m p l i s t i c  
t e r m s ,  i t  :■ a p p a r e n t  t h a t  s u c h  a c o s t  a l l o c a t i o n  p r o c e s s  
w o u l d  s h i f t  a d i s p r o p o r t i o n a t e  b u r d e n  o f  t h e s e  c o s t s  to b u s h  
c o m m u n i t i e s ,  w h e r e  the p e r  u n i t  c o s t  of s e r v i c e  is q u i t e  
h i g h .  I n  t e r m s  of i m p l e m e n t a t i o n  c o s t ,  a n y  s u c h  t a x  i m p o s e d  
d i r e c t l y  o n  t h e  u t i l i t y  w o u l d  p r o b a b l y  r e s u l t  i n  a n  i m m e d i a t e  
r a t e  i n c r e a s e  f i l i n g  b y  t h e  u t i l i t y  t o  r e c o v e r  t h e  costs.
T h i s  is a g o o d  e x a m p l e  of m o n e y  b e i n g  e r o d e d  e v e r y  time it is 
h a n d l e d .

A  m o r e  w o r k a b l e  p l a n  w o u l d  b e  t o  i n v o k e  a p a s s - t h r u  t a x  
s i m i l a r  t o  a s a l e s  tax. A  s m a l l  a m o u n t  w o u l d  b e  a d d e d  to e a c h  
c u s t o m e r ' s  u t i l i t y  b i l l  a n d  i d e n t i f i e d  as a r e g u l a t i o n  tax.
It c o u l d  b e  e a s i l y  a c c o u n t e d  f o r  a n d  it  w o u l d  p r o v i d e  the e n d  
u s e r  w i t h  a c l e a r  i d e a  w h a t  u t i l i t y  r e g u l a t i o n  is c o s t i n g  
o n  a n  i n d i v i d u a l  ba s i s .  H o w  s u c h  a t a x  is a r r i v e d  at c o u l d  
t a k e  s e v e r a l  c o u r s e s .

O b v i o u s l y  a c a s e  c a n  b e  m a d e  t h a t  e v e r y b o d y  r e c e i v i n g  
u t i l i t y  s e r v i c e  b e n e f i t s  e q u a l l y  f r o m  s u c h  r e g u l a t i o n .  If 
t h a t  is t r u e ,  s u c h  c o s t  s h o u l d  b e  e q u a l l y  s p r e a d  a m o n g  all 
u t i l i t y  c u s t o m e r s  o n  a s t a t e w i d e  b a s i s  a n d  c o u l d  be  e a s i l y  
c h a r g e d  o u t  o n  t h e  b a s i s  o f  a f l a t  r a t e  p e r  c u s t o m e r .  A  c a s e  
c o u l d  a l s o  b e  m a d e  t h a t  c u s t o m e r s  b e n e f i t  d i r e c t l y  in 
p r o p o r t i o n  t o  t h e  a m o u n t  o f  s e r v i c e  t h e y  r e c e i v e . A t  l e ast i n  
the c a s e  o f  e l e c t r i c  u t i l i t i e s  s u c h  a  t a x  c o u l d  b e  
i m p l e m e n t e d  i n  t h e  f o r m  of a  s u r c h a r g e  b a s e d  o n  k i l o w a t t  h o u r  
u s a g e ,  i d e n t i c a l  t o  the f u e l  c o s t  r a t e  a d j u s t m e n t  s u r c h a r g e  
t h a t  v i r t u a l l y  a l l  e l e c t r i c  u t i l i t i e s  i n  the s t a t e  c u r r e n t l y  
u s e .

I a m  n o t  t r y i n g  to s u g g e s t  t h a t  I h a v e  a l l  of  the 
a n s w e r s  h e r e .  I w o u l d  just l i k e  t o  s e e  t h a t  w h a t e v e r  c o u r s e  
of a c t i o n  is t a k e n  is w e l l  t h o u g h t  out. I t  is n o t  in 
a n y b o d y ' s  b e s t  i n t e r e s t  to c u r e  the s y m p t o m  a n d  n o t  the 
d i s e a s e .

I n  c o n c l u s i o n  I w a n t  t o  r e i t e r a t e  t h a t  a t a x  of this 
n a t u r e  d o e s  n o t  r e a l l y  m a k e  m u c h  s e n s e  a n d  if t h e r e  is 
a n y t h i n g  t h i s  s t a t e  is in s o r e  n e e d  o f  r i g h t  n o w  its m o r e  
c o m m o n  s e n s e .  T h e r e  is l i t t l e  e v i d e n c e  a p p a r e n t  y e t  t h a t  t h e  
l e g i s l a t u r e  is u p  to the j o b  o f  a d d r e s s i n g  r e a l i t y ,  b u t  I 
t h i n k  y o u  h a v e  s h o w n  t h a t  y o u  are, d e s p i t e  t h e  u n p o p u l a r i t y



G o v e r n o r  S t e v e  C o w p e r P a g e  F i v e
F e b r u a r y  16, 1988

t h a t  a c c o m p a n i e s  it. T h a t  is w h y  I v o t e d  f o r  y o u  a n d  w h y  
B e t h e l  U t i l i t i e s  C o r p o r a t i o n  s u p p o r t e d  y o u r  c a m p a i g n  effort.

T h a n k  y c u  f o r  y o u r  i n t e r e s t  i n  m y  o p i n i o n .

S i n c e r e l y ,

B E T H E L  U T I L I T I E S  " C O R P O R A T I O N

E d w a r d  L. T i l b u r y  
V i c e - P r e s i d e n t



C O M M O N  S E N S E  FOR A L A S K A  
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A l a s k a  S t a t e  L e g i s l a t u r e
H o u s e  C o m m i t t e e  o n  L a b o r  & C o m m e r c e

F e b r u a r y  22, 1 9 8 8

R e p r e s e n t a t i v e  D a v e  D o n ely, C h a r i m a n  
P.O. B o x  V
J u n e a u ,  A l a s k a  99811

D e a r  R e p r e s e n t a t i v e  Donley:

On b e h a l f  o f  t h e  B o a r d  o f  D i r e c t o i s  o f  C o m m o n  S e n s e  for 
A l a s k a ,  a n o n - p r o f i t ,  n o n - p a r t i s a n  S t a t e  s p e n d i n g  w a t c h d o g

' ‘on, I w i s h  t o  e x p r e s s  our c o n c e r n s  r e g a r d i n gfEfotTg'e'y' 
i n t r o d u c e d  o n  Feb. 1, 1988. " — '

W h i l e  t h e r e  m a y  b e  s o m e  n e e d  to  p r o v i d e  f u n d i n g  s t a b i l i t y  
for t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  ( A P U C ) , H B 4 1 8  is 
a n  i n a p p r o p r i a t e  m e a n s  o f  d o i n g  so. T h e  b a s i s  o f  t h e  
p r o p o s e d  r e g u l a t o r y  c o s t  c h a r g e s  of .55 p e r c e n t  o f  g r o s s  
r e v e n u e s  f o r  r e g u l a t e d  u t i l i t e s  and .14 p e r c e n t  of  g r o s s  
r e v e n u e s  f o r  e x e m p t  u t i l i t i e s  are u n f o u n d e d  in  t h a t  n o  
r e l a t i o n s h i p  e x i s t s  b e t w e e n  t h e  size o f  a u t i l i t y  a n d  t h e  
r e g u l a t o r y  c o s t s  i n c u r r e d  by the A P U C  i n  e x e r c i s i n g  its 
s t a t u t o r y  r e s p o n s i b i l i t i e s .  A d d i t i o n a l l y ,  t h e  p r o p o s e d  a c t  
of r e c o v e r i n g  c o s t s  o f  r e g u l a t i o n  on u t i l i t i e s  w h i c h  a r e  
s t a t u t o r i l y  e x e m p t  f r o m  A P U C  r e g u l a t i o n  is q u e s t i o n a b l e .

F u r t h e r m o r e ,  t h e  p r o p o s e d  r e g u l a t o r y  c o s t  c h a r g e  not. to 
e x c e e d  .55 p e r c e n t  o f  g r o s s  r e v e n u e s  d e r i v e d  f r o m  o p e r a t i o n  
o n  p i p e l i n e  c a r r i e r s  is a l s o  o b j e c t i o n a b l e ,  s i n c e  t h e  A P U C  
d e d i c a t e s  n o  m o r e  t h a n  t w o  o r  t h ree S t a t e  p o s i t i o n s  t o  a l l  
p i p e l i n e  r e g u l a t o r y  a c t i v i t y  t h r o u t h o u t  t h e  S t a t e  a n d  t h e  
m a j o r i t y  o f  p i p e l i n e  r e g u l a t o r y  c o sts i n c u r r e d  a r e  a l l o c a t e d  
b a c k  t o  t h e  c o m m o n  c a r r i e r s  a n d  r e c o v e r e d .  T h i s  c o n s t i t u t e s  
n o t h i n g  m o r e  t h a n  a t a x  i n  a d d i t i o n  t o  c h a r g e s  p a i d  b y  t h e  
p i p e l i n e s  t o  t h e  APUC.

As r e c o m m e n d e d  in  o u r  r e c e n t l y  c o m p l e t e d  r e p o r t ,  C o m m o n  S e n s e  
for A l a s k a  R e p o r t  o f  t h e  T a s k  F o r c e  o n  the D e p a r t m e n t  of 
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 , p a g e  3, d e a l i n g  w i t h  APUC, 
"The b e n e f i t s  o f  t i m e  l o g s  i n c l u d e  s e v e r a l  c i r c u m s t a n c e s  
w h e r e  c o s t s  c a n  e i t h e r  b e  r e d u c e d  or r e c o v e r e d  f r o m  the 
u t i l i t y  i n  q u e s t i o n  (the 'cost c a u s e r ' ) .  First, t h e r e  is 
g o o d  p o t e n t i a l  for b e t t e r  i n t e r n a l  c o s t  c o n t r o l s  f o r  t h e  A P U C  
staff. S e c o n d ,  t i m e  (job) l o g s  w o u l d  p r o v i d e  d e t a i l  to
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s u p p o r t  c o s t  r e c o v e r y  f r o m  p u b l i c  u t i l i t i e s  t h a t  r e q u i r e  
e x c e s s i v e  r e g u l a t o r y  a t t e n t i o n .  Third, t h e r e  is a n  
o p p o r t u n i t y  f o r  e l e c t e d  p u b l i c  o f f i c i a l s  t o  t r a c k  b o t h  c o s t s  
a n d  b u d g e t s  t h a t  a r e  s p e n t  or  a l l o c a t e d  to  p a r t i c u l a r  p u b l i c  
u t i l i t i e s ."

T h a n k  y o u  for y o u r  c o n s i d e r a t i o n  in th i s  m a t t e r .

R i c h a r d  G. Carson, P r e s i d e n t  
C o m m o n  S e n s e  for A l a s k a



M A R K  E. A S H B U R N  
D O U G L A S  B .  B A I L Y  
L E W I S  F. G O R D O N  
J U L I A N  L . M A S O N  m  
D O N A L D  W. M c C L I N T O C K  I H  
A .  W I L L I A M  S. U P E  
G. N A N E T T E  T H O M P S O N  
K I R S T E N  T I N G L U M

Rep. D a v e  Donley, C h a i r m a n  
H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P. 0. Box V  (MS 3100)
J u n eau, A K  9 9 811

Re: H o u s e  Bill 4 1 8
Re: R e g u l a t o r y  C o s t  C h a r g e s  
For P u b l i c  U t i l i t i e s  
Our F i l e  No. 68 0 3

Dear Rep. Donley:

Y u k o n  T e l e p h o n e  C o m p a n y  ("Yukon") a n d  T a n a n a  P o w e r  
Co m p a n y *  Inc. ( " T a n a n a 1’), on b e h a l f  o f  t h e m s e l v e s  a n d  t h e i r  
cus t o m e r s ,  w i s h  to e x p r e s s  t h e i r  c o n c e r n  r e g a r d i n g  the r e g u l a­
to r y  cost c h a r g e s  o n  p u b l i c  u t i l i t i e s  p r o p o s e d  b y  the c u r r e n t  
H B  418. S p e c i f i c a l l y ,  Y u k o n  and T a n a n a  are c o n c e r n e d  w i t h  
S e c t i o n s  2 a n d  3 of HB  418, w h i c h  i m p o s e  o n  r e g u l a t e d  u t i l i­
ties  a " r e g u l a t o r y  c h a rge" of .55 p e r c e n t  of g r o s s  r e v e n u e s .  
Y u k o n  a n d  T a n a n a  b e l i e v e  th a t  this c h a r g e  w i l l  u n f a i r l y  a f f e c t  
r a t e p a y e r s  w h o s e  e n e r g y  c o s t s  are h i g h  r e l a t i v e  t o  o t h e r  s t a t e  
r a t e p a y e r s  and that H B  418, as c u r r e n t l y  d r a f t e d ,  w o u l d  i m p o s e  
s u b s t a n t i a l l y  h i g h e r  c o s t s  on r a t e p a y e r s  t h a n  a p p e a r s  on the 
face of the bill. T h e s e  h i g h e r  c o s t s  w o u l d  l i k e l y  b e  felt 
m o r e  h e a v i l y  b y  c u s t o m e r s  of s m a l l  u t i l i t i e s .

Y u k o n  and T a n a n a  p r e s u m e  that t h e  n e w  c h a r g e s  
u l t i m a t e l y  w o u l d  b e  p a s s e d  t h r o u g h  to c u s t o m e r s  as a c o s t - o f -  
service, p u r s u a n t  to 3 A A C  4 8 . 5 2 0  a n d  3 A A C  48.540. E a c h  
c u s t o m e r  w o u l d  b e  r e q u i r e d  t o  p a y  a p e r c e n t a g e  of h i s  or h e r  
t o t a l  b i l l  as a c o n t r i b u t i o n  to  the u t i l i t y ' s  t o t a l  r e g u l a t o r y  
charge. Thus, the h i g h e r  t h e  c u s t o m e r ' s  t o t a l  b i l l ,  t h e  m o r e  
that c u s t o m e r  w o u l d  p a y  t o w a r d  r e c o v e r y  of the r e g u l a t o r y  
c h a r g e .

R e i v e d

APf} 18 1987

L A W Y E R S
A P R O F E S S I O N A L  C O R P O R A T IO N

11 30 W E S T  S I X T H  A V E N U E ,  S U I T E  I O O  

A N C H O R A G E ,  A L A S K A  93501 
T E L E P H O N E  ( 9 0 7 )  3 7 6 - 4 3 3 1  

T E L E C O P I E R  ( 9 0 7 )  2 7 7 - 8 2 3 5

B a i l y  a n d  M a s o n

A p r i l  15, 19 8 8
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If e a c h  c u s t o m e r  in t h e  s t a t e  of  A l a s k a  p a i d  t h e
s a m e  rates, d i s t r i b u t i o n  of t h e  b u r d e n  of t h e  r e g u l a t o r y  
c h a r g e  w o u l d  a p p e a r  to b e  e q u i t a b l e .  T h e  h i g h e r  u s e r s  w o u l d  
b e a r  t h e  h i g h e r  b u r d e n .  H o w e v e r ,  r a t e s  are n o t  equal. A  
c u s t o m e r ' s  t o t a l  b i l l  a m o u n t  r e f l e c t s  not o n l y  the q u a n t i t y  
used, but t h e  r a t e s  c h a r g e d  b y  th a t  c u s t o m e r ' s  l o cal uti l i t y .  
Thus, the c u s t o m e r s  a l r e a d y  b u r d e n e d  w i t h  h i g h e r  u t i l i t y  r ates 
w i l l  b e  s a d d l e d  w i t h  a d i s p r o p o r t i o n a t e l y  h i g h e r  s h a r e  of the 
r e g u l a t o r y  c h a r g e .  S u c h  a r e s u l t  is i n e q u i t a b l e  and v i o l a t e s  
the g e n e r a l  u t i l i t y  p o l i c y  a g a i n s t  u n f a i r  d i s c r i m i n a t i o n  a m o n g  
r a t e p a y e r s .

Y u k o n  a n d  T a n a n a ' s  s e c o n d  c o n c e r n  a l s o  r e l a t e s  to 
th e  effect of H B  4 1 8  o n  a u t i l i t y ' s  c u s t o m e r s .  As  it is 
c u r r e n t l y  d r a f t e d ,  H B  4 1 8  p r o v i d e s  no m e c h a n i s m  b y  w h i c h  a 
u t i l i t y  may a u t o m a t i c a l l y  p a s s  t h e  .55 p e r c e n t  r e g u l a t o r y  
c h a r g e  t h r o u g h  to its c u s t o m e r s .  T h e r e f o r e ,  e a c h  i n d i v i d u a l  
u t i l i t y  wi l l  h a v e  t o  file a f o r m a l  r a t e  c a s e  in o r d e r  to 
r e c o v e r  the c h a r g e  as a c o s t - o f - s e r v i c e .

F o r m a l  r a t e  c a s e s  are e x p e n s i v e ,  b o t h  for the 
u t i l i t y  and for t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n .  R a t e  
c a s e s  are d i s p r o p o r t i o n a t e l y  e x p e n s i v e  w h e n  t h e  a m o u n t  at 
i s s u e  is r e l a t i v e l y  small. W i t h  r e s p e c t  to the p r o p o s e d  
r e g u l a t o r y  charge, t h e  r e l a t i v e  c o s t  of a f o r m a l  r a t e  c a s e  
w i l l  b e  m u c h  hig.ier for a s m a l l  u t i l i t y  t h a n  for a l a rge 
ut i l i t y .  E a c h  u t i l i t y  in the s t a t e  of A l a s k a  w o u l d  t h e o r e t i­
c a l l y  h a v e  t o  g o  t h r o u g h  t h e  s a m e  p r o c e d u r e  and e x p e n s e  to 
r e c o v e r  the r e g u l a t o r y  charge, and that e x p e n s e  w o u l d  b e  a 
m u c h  h i g h e r  p r o p o r t i o n  of t h e  s m a l l e r  u t i l i t i e s '  g r o s s  
r e v e n u e s  and r e g u l a t o r y  c h a r g e  t h a n  of the l a r g e r  u t i lities' 
g r o s s  r e v e n u e s  a n d  r e g u l a t o r y  c h a r g e .  The e x p e n s e  of a formal 
r a t e  c a s e  p r o c e e d i n g  is u l t i m a t e l y  b o r n e  b y  the c u s t o m e r s .  
Thus, the c u s t o m e r s  of s m a l l  u t i l i t i e s  w i l l  b e  d i s p r o p o r t i o n­
at e l y  b u r d e n e d  b y  H B  4 1 8  as c u r r e n t l y  d r afted.

Y u k o n  a n d  T a n a n a  e x p r e s s  n o  o p i n i o n  as to  w h e t h e r  a 
r e g u l a t o r y  c h a r g e  s h o u l d  b e  l e v i e d  at all. H o w e v e r ,  Y u k o n  and
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T a n a n a  ur g e  that this p r o p o s a l  b e  w e l l  p u b l i c i z e d  a m o n g  
u t i l i t y  c o n s u m e r s  in t h e  s t a t e  of A l a s k a  a n d  th a t  a f o r u m  be  
p r o v i d e d  to a l l o w  u t i l i t y  c u s t o m e r s  to r e s p o n d  to  the p r o p o s e d  
c h a n g e  in u t i l i t y  law.

If the r e g u l a t o r y  c h a r g e  is t o  b e  levied, Y u k o n  and 
T a n a n a  r e s p e c t f u l l y  s u b m i t  t h e  f o l l o w i n g  s u g g e s t e d  a m e n d m e n t s  
to the b i ll:

1. T h a t  the s t a t u t e  d i r e c t  th a t  r e c o v e r y  of the 
r e g u l a t o r y  c h a r g e  f r o m  t h e  u t i l i t y  c u s t o m e r s  do e s  not m o r e  
h e a v i l y  b u r d e n  t h o s e  c u s t o m e r s  a l r e a d y  p a y i n g  h i g h e r  r a t e s  
r e l a t i v e  t o  o t h e r  A l a s k a  r a t e p a y e r s  a n d  th a t  t h e  r e g u l a t o r y  
c h a r g e  b e  e q u i t a b l y  d i s t r i b u t e d  a m o n g  c u s t o m e r s ;  and

2. T h a t  the l e g i s l a t u r e  a d d  a p r o v i s i o n  t o  a l l o w  
p u b l i c  u t i l i t i e s  to  a u t o m a t i c a l l y  p a s s  t h r o u g h  t o  t h e i r  
cu s t o m e r s ,  as a c o s t - o f - s e r v i c e ,  that c u s t o m e r ' s  e q u i t a b l e  and 
p r o p o r t i o n a t e  s h a r e  of the u t i l i t y ' s  r e g u l a t o r y  charge.

T h e s e  s u g g e s t e d  a m e n d m e n t s  s h o u l d  a v o i d  t w o  evils 
w h i c h  are e m b o d i e d  in H B  4 1 8  as it stands. T h e y  w o u l d  p r e v e n t  
c u s t o m e r s  w h o  a l r e a d y  m u s t  p a y  h i g h e r  r a t e s  f r o m  u n f a i r l y  
s u b s i d i z i n g  t h o s e  w h o  p a y  l o wer rates. T h e y  w o u l d  a l s o  a v o i d  
(for b o t h  t h e  u t i l i t y  a n d  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s­
sion) t h e  d i s p r o p o r t i o n a t e  b u r d e n  a n d  e x p e n s e  of f o r m a l  rate 
c a s e  p r o c e e d i n g s  to  r e c o v e r  t h e  r e g u l a t o r y  ch a r g e s .

Y u k o n  and T a n a n a  t h a n k  y o u  for y o u r  c o n s i d e r a t i o n .

V e r y  t r u l y  yo u r s ,  

B A I L Y  & M A S O N

K i r s t e n  T i n g l u m  / I

K A T : d t




