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ALASKA POWER AUTHORITY 

Position Paper 

SPONSOR SUBSTITUTE FOR SENATE BILL NO. 22

The Alaska Power Authority supports enactment of SSSB 22. Specifically, 
Sections 1, 2, 4 and 5 of the bill, provide for amendments which would 
exer.-t olesale power agreements between the Alaska Power Authority and 
a public utility from review or approval by the Alaska Public Utilities 
Commission (APUC). Enactment of this legislation is essential to the 
program of revenue bond financing of the Bradley Lake Hydroelectric 
Project.

The need for enactment of SSSB 22 is due to a 1986 amendment to APUC 
legislation. The amendment gives the APUC authority to review in 
advance and approve wholesale power agreements between public utilities. 
Once the agreements are in effect, the APUC may also order the parties 
to the agreement to renegotiate the agreement if the ’APUC determines 
that the retail power rates are not just. Where the parties are unable 
to agree to an amendment, the APUC may order the parties to proceed 

O  under the agreement's dispute resolution procedures.

The 1986 amendment was part of a complex, lengthy and controversial 
package of amendments within the "sunset" reauthorization bill for the 
Alaska Public Utilities Commission. The effect of the amendment on the 
Alaska Power Authority, its wholesale power agreements, and the Bradley 
Lake agreement in particular, was never addressed to the 1986 Legisla­
ture. Consequently,• we are now presented with a statutory conflict. 
The Power Authority is exempt by statute from the APUC's jurisdiction.

■— - On the other hand, the APUC has jurisdiction over wholesale power
agreements to which the Power Authority is a party.

Without an amendment.;to correct this anamoly, general civil construction 
cannot commence thisiseason. Bond financing will be jeopardized for at 
least two reasons. The lengthy hearing process and any subsequent 
litigation arising out of the APUC's orders would delay construction of 
Bradley and ultimately jeopardized timely bond financing of the project. 
Moreover, if the APUC can order negotiation of power sales contracts in 
effect, bondholders will not be able to rely on the power sales con­
tracts and the rates which are the basis for the contracts.

T.ie Alaska Power Authority Board of Directors met on February 27, 1987, 
and unanimously adopted attached Resolution 1987-05, which supports 
legislation to be introduced during the 1987 Legislative session, for 
the purposes of clarification that the Alaska Power Authority and its 
wholesale power agreements would be specifically excluded from the 
jurisdiction of APUC.

Additional background information outlining the need for enactment of 
SSSB 22 is provided in the attached memorandum (dated March 9, 1987) 
from the Alaska Power Authority bond counsel of Wohlforth, Flint, and 
Gruening.

8629/663/1



Alaska Power Authority

Addendum to Alaska Power Authority Position Paper
SSSB 22

If SB 22 is enacted:

° Allows Bradley contracts to be signed and executed in a timely
basis for construction to meet utilities' schedules of need.

0 Provides certainty to wholesale power rate based on terms and
provisions fixed in contract and not subject to future 
adjustment.

° Prevents duplication of review by State agencies. Public
interest already served by Alaska Power Authority involvement.

0 Lowers costs to consumers through lower interest rates on
long-term debt.

° Lowers APUC review costs.
° Eliminates possibility of conflicting interpretations of

contractual terms by two state agencies both assisted by the 
Dept, of Law

If not enacted;

° The provision for adjusting rates in the future lowers the
rating of the long-term debt to less than investment grade 
(A-rated to "junk" bond.l*

° Unable to have former contracts until APUC re-reviews all
power supply option studies already performed by 0MB, legisla­
ture, utilities and their respective boards, and Alaska Power
Authority and its Board (including four commissioners).

0 No basis for future decisions.
° Delaying Bradl6y Lake by one year could increase construction

costs by approximately $10 million (less any additional 
arbitrage earnings.)

Interest rate could increase 1.5 to 2.0 percent.
Based on $175 million in debt and 8.0 percent and 9.75 percent 
interest rate for with and without exemption, respectively, 
debt service would increase by approximately $2.7 million per 
year - $81 million over life of bonds.

8652/723/1



M m STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST:
Bill Version: 
Publish Date:

/SSSB

= Z H I Z _ 3 Z

Revision Date: March 10.. 1987___________  Arenc,
Title: Act exempting certain telephone uti lungs' 

and certain transactions t r o m T P U T regulations
Sponsor: ______________________________

.encyAffected: Commerce & Econ. Dev. 
Alaska Public

Requestor:.
Components:.

Utilities Commision 
Uperations

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES 
TRAVEL 
OONrRACTUAL 
SUPPUES 
EQUIPMENT 
LAND* STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS

•

.

.
TOTAL OPERATING -n- ____=0= -0- . -Q- -n- . ,-n-

CAPITAL -0- -0- -0- -0- -0- -0-

REVENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)
CENERALFUND 
FEDERALFUNDS 
OTHER 

TnriAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 - "

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

-n. . -n- _.. -n- rfl. «ru

ANALYSIS :
Passage of this version of SB 22 will return the Alaska Public Utilities 
Commission to the level of activity which it had prior to the passage of th 
legislation last year concerning AS 42.05.431(b). Therefore, there will be 
increased costs associated with this legislation.

Date:

Prepared by:  T.S. Moninskl II. Executive Director,.
Division: Alaska PubT4c>4itil^tiesJ^fflnrrsTTon

Approved by Commissioner\S. ytfl /Ar/thonv Smith. Commissioner D ate; 
Agency:_____ Departjrfeng of. .jfltnmerce and Economic Oevplopmpnt

Distribution (by prepare^r 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

... Senate Secretary i.f - . •

5535W31187a • ’ ' V '■

276-6222
March 1 1 . 1967

March 1 1 , 1987
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TO:

FROM:

RE:

DATE:

Mr. Robert E. LeResche 
Executive Director 
Alaska Power Authority

< * <  w iWohlforth, Flint & Gruening 

Sponsor Subtitute for Senate Bill No. 22 

March 9, 19f7

Enactment of the above Bill, which would exempt 
wholesale power agreements between the Alaska Power Authority 
and a public utility from review or approval by the Alaska 
Public Utilities Commission, is essential to the program of 
revenue bond financing of the Bradley Lake Hydroelectric 
Project.

The $267,500,000 of Variable Rate Demand Bonds 
issued in October, 1985, are presently outstanding to provide 
short-term financing for the Bradley Lake Hydroelectric Pro­
ject. These Variable Rate Demand Bonds, which are secured by 
Letters of Credit from three large Japanese banka, initially 
are due in 1991 and are subject to two one-year extensions.
In order for successful long-term take-out financing to be 
marketed so as to retire the Variable Rate Demand Bonds, pov/er 
sales agreements with the utilities to be Berved must be 
entered to secure the long-term debt.

Revenue bond financing of power generating facili­
ties throughout the rest of the country is typically secured 
by power sales agreements, such as those which are in course 
of negotiation with the utilities to be served by Bradley 
Lake. The public body which is the authorizing entity and the 
participant utilities must be free to enter into the wholesale



W O H L F O R T H ,  F L IN T  &  G R U E N I N G

Mr. Robert E. LeResche 
March 9, 1987 
Page 2.

power agreements unfettered by regulatory power/5 of a public 
utilities commission. Power sales agreements pledged to 
secure long term debt, once entered into, cannot be disturbed 
while the debt is outstanding. The provisions of AS 42.05.- 
031(b), which provide for initial approval and continuing 
Commission Jurisdiction, would seriously impede and perhaps 
make impossible conventional revenue bond financing secured by 
power saleB agreements of the Bradley Lake Project. Enactment 
of Sponsor Substitute for Senate Bill No. 22, eliminating 
these provisions, is therefore essential to financing of the 
project pursuant to power sales agreements with the utilities.

EEW:jg

Enclosure: Sponsor Substitute for
Senate Bill No. 22.



RESOLUTION 87-05

WHEREAS the Alaska Power Authority is an instrumentality of 
the State of Alaska and created by the legislature , in the 
interests of promoting the general welfare and public purposes of 
all the people of the state, to reduce consumer power costs and 
otherwise to encourage the long-term economic growth of the 
state, including the development of its natural resources, 
through the establishment of power projects;

WHEREAS the Alaska Power Authority is not subject to the 
jurisdiction of the Alaska Public Utilities Commission;

WHEREAS the Alaska Power Authority is authorized by statute 
to borrow money and issue bonds the principal and interest on 
which are payable from the income and receipts or other money 
derived from projects financed with the proceeds of the bonds and 
from revenue-producing contracts including a contract providing 
for the security r the bonds made by the authority with any 
pers on;

WHEREAS the Alaska Power Authority is currently concluding
negotiations with the Railbelt utilities for the sale of project
capacity and power from the Bradley Lake hydroelectric project;

WHEREAS a portion of the project's construction costs will
be financed with the proceeeds of a $175,000,000 bond issuance by
the Alaska Power Authority;

WHEREAS execution of the Bradley Lake agreement by June,
1987 is necessary in order that civil construction of the project 
may commence during this construction season;

WHEREAS, during the 1985 legislative session, the 
Legislature enacted AS 42.05.431(b) as part of a complex, lengthy 
and controversial package of amendments within the "sunset" 
reauthorization bill for the Alaska Public Utilities Commission;

WHEREAS AS 42.05.431(b) provides, that a wholesale power
agreement between public utilities is subject to advance approval 
of the commission and the Alaska Public Utilities Commission has 
ordered Anchorage Municipal Light and Power to submit the Bradley 
Lake power sales agreement to the commission for advance
ap proval;

WHEREAS AS 42.05.431(b) permits the Alaska Public Utilities 
Commission to issue a comparable order to other Railbelt 
utilities who will be purchasers under the Bradley Lake wholesale 
power agreement;

WHEREAS AS 42.05.431(b) further provides that, once a
wholesale power agreement is in effect and the commission 
determines that the 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, or to use the dispute 
resolution procedures contained in the agreement;

WHEREAS there now exists an anomaly between AS 44.83.090(b) 
which provides that the Alaska Public Utilities Comiission does 
not have jurisdiction over the Alaska Power Authority and AS 
42.05.720(4)(A) which seemingly gives the commission the 
authority to order th* Alaska Power Authority to renegotiate its 
wholesale power agreements and to proceed under the contract's 
dispute resolution procedures;

WHEREAS the effect of AS 42 .05.720(4)(A) on the Alaska Power 
Authority and its wholesale power agreements was never addressed 
to the 1986 Legislature;

WHEREAS AS 42.05.720(4)(A ) creates a statutory conflict with 
the legislation authorizing the authority to finance the 
establishment of power projects through the issuance of bonds and 
with the legislation exempting the authority from the 
jurisdiction of the Alaska Public Utilities Commission;

WHEREAS prolonged hearings before the Alaska Public 
Utilities Commission and litigation subsequent to the hearings 
would jeopardize timely bond financing of the project, and

WHEREAS bondholders would be unable to rely on the rates 
agreed upon in a power sales agreement where there is a prospect 
of the Alaska Publid Utilities Commission ordering a change in an 
agreement already in effect;

IT IS HEREBY RESOLVED that the Alaska Power Authority will 
ask the 1987 Alaska Legislature to enact legislation clarifying 
that wholesale power agreements for the sale of project capacity 
or power from a public works project of the state are not subject 
to review or approval by the Alaska Public Utilities Commission.

IT IS FURTHER RESOLVED that the Alaska Power Authority will
ask for statutory language as provided in Option ___  and
considered today at this meeting.

A n c . 1 0 3 / 6 0 6 / 2



The resolution having been submitted to a vote, the vote thereon was

as fo11 °ws’ The, M t a M  ,s i W f e r ,  }
YEAS  I____________
NAYS : X S

ABSENT

And the resolution was declared adopted on this the Zi day of 
febn/ftyny________* 1987.

ALASKA POWER AUTHORITY

BY:______________________
Lee R. Nunn, Chairman

BY:___________________________
Robert D. Heath, Secretary



Senator 3foljn JB. (f ack) Cogljtll
Jtllnsbn &tntc i.cgislnture

box v
Juneau. A laska 9 9 6 1  I 
( 9 0 7 )  4 6 5 - 4 7 9 7

box 5502ft
North Pole. Alaska O Q /0 5  
( 9 0 7 )  4 8 8 - 0 6 6 2

May 4, 1987

MEMORANDUM

To: Representative Donley,
House Labor and Commerce Committee

From: Senator Jack COghill

Re: CSSSSB 22 (Fin), "An Act exempting certain telephone and electric
utilities and certain transactions from regulation by the Alaska Public 
Utilities Commission; restricting the authority of the Alaska Public 
Utilities Commission in considering certain costs in connection with 
rates charged by a utility and with calculating power cost equalization; 
and providing for an effective date."

My original sponsor substitute was two-fold in purpose, the Senate 
Finance Committee version includes APUC dealings with certain power 
equalization calculations.

I will address each purpose separately. First, w  original concept was 
to exempt small electric and telephone compani .s, those having less than 
250 subscribers, frcm regulation by the APUC. The exemption now is 
raised to 500 subscribers. Presently the existing law specifies that 
small utilities with less than $50,000 gross annual inccme are exempt 
from regulation. This bill expands the definition to include 
subscribers. The high costs of energy in tne rural areas still means 
low subscriber levels.

Many small electric and telephone companies have contacted me in the 
last two years to vent their frustrations concerning the cost of 
regulation. These utilities have to go through much the same process 
that the big companies do. These costs have been passed along to the 
consumer. Many others can not even afford to begin the process, so they 
are saddled with uneconomical rate structures.

I believe that if the APUC can not come up with a reasonable process to 
assist these small owners, then they should be exempted. I believe that 
consumers are more apt to petition the APUC for regulation if rates 
became outrageous, than petition to ask for deregulation.



Secondly, within the last month, a serious problem has developed between 
the APUC and the Alaska Power Authority. Secs. 1, 2, 3, 5, and 6 
address this problem.

Up until last year and the passage of HB 314, the APUC "sunset" 
legislation, a wholesale power purchase contract between the APA and a 
regulated utility was not within the jurisdiction of the APUC. Under AS 
42.05.431(b) the Commission now has the authority to approve power 
purchase contracts. Included in your packet is an attorney general's 
opinion on the issue.

This legislation restores the jurisdictional balance that existed before 
1986 legislation and again exempts wholesale power sale contracts ircm 
APUC jurisdiction and specifies that all costs incurred by a utility in 
connection with a contract with the APA are considered prudent.

Leaving this situation unchanged will seriously affect the Bradley Lake 
hydroelectric project and future large project financing through revenue 
bonds. It also could allow the APUC to retroactively call for review of 
any old APA wholesale power agreements, for example the four dam pool.

Sec. 7 removes United States Department of Defense facilities frcm power 
cost equalization calculation.

I urge you to support this bill.



ELECTRIC AND TELEPHONE UTILITIES IMPACTED BY SB 22

I, 250 OF FEWER SUBSCRIBERS

Name of Electric Utility "Number of Users

Andreanof Eleotria Corporation 37
Aniak Light & Power Company, Inc. 170
Arctic Utilities, Inc. 25
Betties Light & Power, Inc. 50
Egegik Light and Power
Homer Lee Leonard d/b/a 65

I-N-N Electric Cooperative, Inc. 226
Levelock Electric Cooperative, Inc. 57
Manley Utility Company, Inc. 70
McGrath Light & Power Company1 220
Northway Power & Light, Inc. 91
Pelican Utility Company2 76
Tanana Power Company, Inc. 178
Teller Power Company1 73 (5

Name of Telephone Utility Number of Main Access Lines

Whittier Telephone Company 178 /

II. 251 TO 750 SUBSCRIBERS

Name of Electric Utility Number of Users

Gwitchyaa Zhee Utility Company 296 ----
Haines Light & Power Company, Inc. 740 __ ^
Yakutat Power, Inc. 298 —— "

Name of Telephone Utility Number of Main Access Lines

Bristol Bay Telephone Cooperative, Inc. 730____________
Bush-Tall, Incorporated 347 — '
Yukon Telephone Company 333 -— - '

Information derived Trow the Alaska Public Utilities Sammiaaion1s 
in85 Annual Report.

1 Based on 1984 information

2 Based on 1983 information



ELECTRIC UTILITIES 
(19&5 Colander te a r)

U t i l i t y • Net P le n t
Revenues 

Tota l Net 
Revenues Income Users

(G ross  O ps ra t lnq  Revenue q re a t o r  than 5 5 ,0 0 0 ,0 0 0 )

A laska  E l e c t r i c  L ld h t  5 Povs r fVvtiviny 5 J 8 , 5 2 6 ,4 5 2 J 1 6 ,5 5 1 ,6 3 0 J /PB .097 10 ,710
Alaska V i l l a g e  E l e c t r i c  C oope ra t iv e ,  l n c . ( '^ 2 3 , 6 6 4 , 4 7 b 1 1 ,3 4 8 ,0 2 2 36 3 ,8 5 6 4 ,6 7 2
Chugoch e l e c t r i c  A s s o c ia t io n ,  Inc , 3 6 0 ,5 4 1 ,2 5 0 9 7 ,0 5 1 , 8 2 7 1 4 ,5 3 3 ,3 1 8 58 ,7 1 3
Coppar V a l l e y  E l e c t r i c  A s so c ia t ion ,  Inc . 1 4 ,3 1 0 ,0 4 3 7 , 2 2 9 ,0 1 7 8 6 5 ,7 7 5 2 ,3 2 3
Golden V a l l e y  E l e c t r i c  A s so c ia t io n ,  Inc . 1 2 2 ,2 5 9 ,2 1 5 4 2 ,6 4 7 .0 0 9 3 , 3 7 3 ,0 6 0 25 ,059
Hamer E l e c t r i c  A s s o c ia t io n ,  Inc . V 0 ,9 4 7 ,3 9 4 2 8 ,4 7 7 ,4 6 7 2 , 6 5 5 ,1 7 3 16 ,165
Kod iak E l e c t r i c  A s s o c ia t io n ,  Inc , 2 6 , 5 6 8 , 3 8 4 1 2 ,1 0 6 ,7 8 9 2 ,8 0 4 ,6 0 1 4 ,0 2 4
Matanuska E l e c t r i c  A s s o c ia t i o n ,  Inc . 9 9 ,1 9 7 , 4 7 9 3 6 ,0 2 1 , 8 8 2 4 , 3 1 6 ,7 9 6 26 ,67 8
Munic ipa l L igh t  4 Power Department 

M u n ic ip a l i t y  o f  Anchorage d /b /a 1 4 4 ,4 4 2 ,3 7 0 5 6 ,5 7 9 ,4 5 9 1 ,0 1 1 ,0 6 3 30 ,55 8
Sub to ta l 5 8 9 8 ,6 5 7 ,0 6 5 1 3 1 0 ,2 1 3 ,1 0 2 $ 3 0 ,8 8 1 ,7 3 9 178 ,902

(G ro s s  Opera t ing  Ravenue q ra a t e r  than S l . 5 0 0 ,0 0 0  but l a s s  then 5 5 ,0 0 0 , 0 0 0 )
A laska Power 4 Telephone Company 5 2 , 9 0 2 ,4 9 0 1 3 , 0 4 7 ,1 7 8 5 3 5 2 ,0 8 2 1 ,529
A rc t i c  U t i l i t i e s ,  I n c . * ^ 2 , 7 3 2 ,2 4 9 4 , 1 8 3 ,8 6 6 5 3 5 ,8 9 7 25
Barrow U t i l i t i e s  and E l e c t r i c  

C o o p e ra t iv e ,  Inc , 1 , 1 0 5 ,0 6 2 2 , 2 0 0 ,7 6 8 9 2 8 ,7 1 6 1,231
Bethe l U t i l i t i e s  C o rp o r a t io n ,  Inc , 2 , 7 8 1 ,8 1 6 4 , 2 4 0 ,3 3 3 128 ,5 04 1,631
Kotzebue E l e c t r i c  A s s o c ia t io n ,  Inc . 3 , 3 6 3 ,8 9 1 ? , 9 8 2 , 5 9 4 - « tA .......J,£,JWO V t f
Nus'.ingak E l e c t r i c  C oop e ra t iv e ,  Inc . 4 , f l4 4 ,n 4 5 2 ,2B0 , f i6 7 104 ,1 24 llUU'4
T l I n g l t -H a ld a  Reg iona l E l e c t r i c a l  A u tho r i ty 5 , 5 0 1 ,1 6 2 2 .8 6 4 ,2 1 9 2 4 9 ,2 7 7 911

SuUtcta l 1 2 3 ,2 5 0 ,7 1 3 5 2 1 ,7 7 3 ,6 2 5 5 2 ,6 9 0 . 9 9 8 7 ,3 3 3

'C o m m u n i t i e s  being fu rn is h ed  e l e c t r i c  u r l l l t y  s e rv ic e  by A laska V i l l a g e  E l e c t r i c  C o op e ra t iv e ,  Inc .
Alekanuk toope r  Bay New Stuyahok Socman Bay
Ambler Husl la ftoatak Se lcw lk
Andreafsky K s l ta g Itoorvik Shageluk
AAvIk Kas lg lu k Nulato S h a k to o l I k
Chevak Klana Nunapltchuk Shlshmaref
Eek K lv a l t n a Old Harbor Shungnak
El Im Koyuk P i l o t  S ta t io n S tebb lns
Ehmonak Lower Kalskag P f t k a s  P o in t Tog 1 ok
Gambo11 Marshal 1 (Julnhagak Tokeook Bay
Goodnews Boy Mekoryuk S t .  Mery3 Tununak
G ray l In g Mlnto S t .  Michael Upper Ka lskag
Ho ly C row Mountain V I l i e g e Scvaonga Wales

^  In fo rm a t ion  P resen ted  f o r  Year Ended 6 /3 0 /8 5 .
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.it .‘ j i e n n a r  vnnri

•J 1 1111 y Net ^ionr
Revenues

To* a *-e* 
Revenues Income Users

(G ross  Opera t ing  Revenue g r e a t e r  tnen SiCO.OOO Out la c s  than S1 i, 5 0 0 ,0 0 0 )
Anlek L igh t  and ?o»er Company, Inc . S 314 ,7 89 S 618 ,3 7 3 $ 83 ,5 9 7 170
0  & < Inc . (Not Reported )
Gwltchyaa Zhee U t i l i t y  Company*'5* 55 5 ,6 5 9 67 1 ,5 3 5 ( 2 6 , 3 3 1 ) 296
Haines L igh t  & Power Company, Inc . 1 , 1 7 7 ,6 4 2 1 ,3 0 7 ,2 3 7 9 1 ,3 0 2 740
I-N-N E l e c t r i c  C o op e ra t iv e ,  inc . 1 ,5 3 5 ,9 4 8 6 3 6 ,8 7 7 .18,608 226
McGrath L igh t  I  Power Company (Not Reported )
Sand P o in t  E l e c t r i c  Company, I n c . * 4 * ( t o t  Reported )
Taitarid Power Company, Inc . 7 3 i , 2 s / o i l , y * u PJ,tW0 1/B
Yukutat Power, Inc . 6 5 1 ,8 8 0 74 4 ,4 8 8 54 ,3 3 6 296

Sub to ta l $ 4 , 9 0 7 ,1 7 5 s 4 ,6 1 0 ,6 8 1 J 283 ,5 5 8 1 ,9 06
(G ross  Opera t ing  Revenue U s u  than 55 00 ,000 )
Andreanof E l e c t r i c  C o rp o r a t i o n * ^ J 154 ,233 s 9 8 ,8 3 2 S 15 ,295 37
E a t t l e s  L igh t  4 Power, Inc . 30 3 ,3 47 443,071 24 ,9 0 3 30
Egeg lk L ig h t  and Power 

Hauer Lee Leonard d /b /o 244 .4 07 157 .855 6 ? . 7 6 9 65
Love lock  E l e c t r i c  C o op e ra t iv e ,  I r .c .* '5* 6 4 ,0 8 2 155 ,592 17 ,8 6 3 57
Manley U t i l i t y  Company, I n c . * 55 187 ,974 50 ,9 7 6 ( 1 5 , 7 1 0 ) 70
Manokotnk Power Company, In e . ( t o t  Reported )
Napaklak t rc ln n q  Power Company ’ 1 2 4 ,3 00 183 ,175 ( 4 , 6 7 5 ) t o t  re p o r ted
Northway Power 4 L ig h t ,  Inc . 1 94 ,639 328 ,5 34 2 6 ,7 2 4 ' 91
P e l ic a n  U t i l i t y  Company ( t o t  Reported )
T e l l e r  Power Compeny 

Helen M. and Robe rt  R. B lo d g e t t  d /b /a ( t o t  Reported )
Sub to ta l S 1 ,2 1 1 ,2 0 0 $ 1 ,2 7 2 ,4 4 3 S 109 ,406 313

TOTALS 1 9 2 8 ,1 0 5 .1 5 3 $337 ,8 6 9 ,8 5 1 $ 3 3 ,9 57 ,5 3 1 18B .476 -

(2) In fo rm a t io n  Presented f o r  vee- Er.ded 6 / JO /85•
In f o r n e t l o n  P resented f o r  n i r . e - T o n t h  p e r lo c  7 /1 /84  -  4 / 3 0 / 3 5 .

^  C o r f  I f  l e a f #  V>. 233 -a s  »>-3n5<o r r c a  *rom r o l l c s n  ut 11 r *y Uomseny to  5a>d P o l * t  U e s t r l c  
Company, I n c . ,  In I9 6 0 .

United Companies, i n c . ,  acqu ired c o r t r o l l i r g  in t e r e s t  o f  S'anlay U t i l i t y  Company, I n c . ,  In 1585.(7)



TELECOMMUNICATION UTILITIES 

(Long L ines and Local Exchange Carriers! 
(1 985  Co lendar Y ea r )

U t i l i t y Net P la n t
Tota l

Revenues
Not

Income
Moln
Access
L ines

(G ro s s  Operat ing Ravenue g re a t e r  than 4 4 ,0 0 0 ,0 0 0 )
Alasccm, In c . $ 3 94 ,0 6 3 ,6 9 9 $ 2 9 0 ,9 1 3 ,7 3 0 $ 4 0 ,8 9 6 ,9 3 1 N/A
Anchorage Telephona U t i l i t y  

M u n ic ip a l I t y  o f  
Anchorage d /b /a 19 4 ,9 3 1 ,7 8 3 1 0 1 ,3 3 2 ,2 4 4 19 ,7 2 2 ,1 51 11 5 ,5 2 4

Genera l Telephone Company 
o f  Ala9he 1 1 ,5 0 7 ,3 7 4 7 , 4 0 9 , 6 9 4 8 9 2 ,6 0 7 9 ,8 6 7

G la c ie r  S ta te  Te lephone*15 
Company 8 1 ,0 3 2 ,3 9 5 3 8 ,1 8 3 , 9 3 2 6 , 8 1 5 ,2 3 8 2 6 ,2 1 2

( 2 )Junaau and Doug las Telephone 
Company 2 4 ,1 3 1 ,1 3 6 1 6 ,3 1 8 ,1 4 9 2 , 3 2 8 ,6 3 9 1 4 ,8 7 8

Matenueha Tolcphene 
A s s o c ia t i o n ,  Inc . 8 4 ,7 6 1 ,6 0 5 ^  I  A »A ##n*to«Qrov i 2 , 2 8 9 ,6 9 2 'Not Repo rted1

S i t k a  Telephone tompany*15 1 7 ,0 9 8 ,8 0 6 7 , 6 7 8 ,0 4 9 3 9 4 ,8 1 6 6 ,3 3 0
United U t l 1 I t l e s ,  In c . 1 0 ,9 0 7 ,G l5 3 , 1 5 0 , SOI 48 4 ,2 79 3 , 1 6 0
. Sub to ta l $ 8 1 9 ,3 8 4 ,8 3 7 $492 ,035 ,01 (5 $ 7 3 ,8 2 4 ,3 5 3 176 ,151

(G ross  Operat ing Revenue g re a t e r  than $ 1 , 0 0 0 ,COO but l e s s  then $ 4 ,0 0 0 , 0 0 0 )
A rc t ic  S lope Telephone 

A sso c ia t ion  C o op e ra t iv e ,  Inc . $ 4 , 3 0 1 ,0 0 6 S 4 , 3 9 0 ,2 * 9 S (329,683 1 ,2 1 5
B r i s t o l  Bay Telephone 

C o op e ra t iv e ,  Inc . 3 , 3 1 2 ,4 0 9 1 ,4 1 7 ,2 2 3 <:»77,110) 730
Copper V a l l e y  Telephone 

C o op e ra t iv e ,  Inc . i; 9 , 3 6 6 ,9 6 2 3 , 3 9 8 .1 7 3 ‘ 8 5 ,2 1 3 • 2 ,641
I n t e r i o r  Telepnon# Company 7 ,8 4 2 ,0 7 7 4 , 2 3 0 ,1 7 2 2 4 3 ,8 3 6 -Not Reported-
Na t iona l U t i l i t i e s ,  Inc . 1 ,2 7 1 ,0 4 8 1 ,3 0 9 ,0 41 27 9 ,4 3 8 1 ,061
Nuihagah Telephone 

C o op e ra t iv e .  Inc . 3 , 0 7 8 ,3 0 3 1 ,6 0 6 ,3 2 5 22 3 ,8 0 7 1 ,1 2 0
0TZ Telephone C o op e ra t iv e ,  

Inc . 3 , 8 0 6 .2 3 6 1 ,6 9 0 ,5 9 1 3 5 ,4 0 3 1 , 4 0 9
Telepnone U t l l l t t e e  o f ( 2 )  

A la sk e ,  Inc . 2 , 6 2 0 ,5 9 2 •' 1 , 6 3 8 ,0 4 7 2(16,915 1 .4 5 0
Sub to ta l $ 3 5 , . . 0 , 3 3 5 $ 1 9 ,6 8 3 ,8 2 3 $ 2 ,1 2 9 , 1 8 5 9 . 6 4 6

* ' * l n  1986 , the se  u t i l i t i e s  ware consol Idoted In to  Telephona U+111+1©s o f  th e  N o rth land , Inc .
(2) In 1986 , Junaou and Douglas Tolapnone Company was c o m o l  Idatod with Telephone U t i l i t i e s  o f  

A lesha , Inc .
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FEB 13 '8 7  1 7 :1 7  PPUC 907-263-2155

- j» . i c - r 1 - s  „ T " . ’ ” ' ? 5
..tc-a-ge -i‘r ' *''• 

■•-■15 v»9r !

lit 1111 y '.a t r1' ant
io*ai
Icvanuas

Net
Income

(Gross O perating Revenue less  than S I .000. COO)

B u ih - T e l l ,  Incorpora ted
Mukluk Telephone Company, 

Inc .
W h i t t i e r  Telnphor.a Company 

Yukon Telephone Company 
Subto ta I

( 3 )

TOTAL

$ 1 ,9 1 1 ,4 8 0

2 , 8 6 1 ,0 3 2

8 0 6 ,6 3 3
$ 3 , 5 7 9 ,1 9 7

$860 ,1/52 ,669

6 6 3 ,8 1 3

9 3 2 ,0 9 3

6 0 4 ,9 3 4
S 2 , 2 2 0 ,8 4 2

$513 ,9 3 9 ,6 8 1

$ 14,081

.  -  o

:: P. s

^in
Access
L i n e *

( 1 3 1 ,7 9 2 )

$ ( 9 2 , 9 2 9 )

$ 7 5 ,8 6 0 ,6 0 9

347

4 4 ,7 8 2  -Not Repo r ted -

533( 4 )

680

166 ,5 17

( i , » h lM l e r  " e lp ro n e  Compary „ e i  purchasec by Y j o n  Telephone Company In 1985. 
^ N . n b « r  o t  nain  t e lep hon es .

li



MEMORANDUM State of Alaska
i

ro Marvin R. WeaCherly, Jhairman °ate February 18, 1987
Alaska Public Utilities Commission 
420 "L" Street #100 
Anchorage, Alaska 99501

THRU:

f i l e  n o : 663-87-0365 

TELEPHONENO: (907)465-3600

s u b je c t : Power purchase con­
tract between Alaska 
Power Authority and 
Municipal Light & 
Power

f r o m  Grace Berg Schaible 
Attorney General'

By: ( f o A ' k d r -----
Richard D. Monkman 

Assistant Attorney General

You have asked for our opinion on whether a power
purchase contract between the Alaska Power Authority (Authority) 
and Municipal Light & Power (ML&P) is subject to approval by the 
Alaska Public Utilities Commission (Commission) under
AS 42.05.431(b)'. In brief, cur review indicates that the
analysis in the Commission's Order No. 3 in Case U-86-96 is
correct, and that this?..contract.—.is ...subject to review by the/ 
Commission under AS2-vOS'VA&Kb•)?.

First, it appears undisputed that the Authority is a 
"public utility" as that term is defined in AS 42.05.720(4)(A). 
The Authority is a public corporation empowered to operate and 
maintain power projects and "to enter into contracts with any 
person . . . for the purchase, sale,, exchange, transmission, or
use of power from a project [.]" AS ’44.83.020; AS 44 .83 .'080 (5) , 
(11). This fits squarely within the definition of a public 
utility: a corporation (including a public corporation) "that
owns, operates, manages or controls any plant, pipeline or system 
for . . . furnishing, by generation, transmission or 
distribution, electrical service to the public for 
compensation!.]" AS 42.05.720(4)(A). 1J

The Authority is an unregulated public utility, exempt 
from the Commission's jurisdiction by operation of

1/ The "public" is defined in AS 42.05.720(3)(B) as including 
"any utility" which resells power to a group of 10 or more 
consumers, a definition which would include Anchorage's Municipal 
Light & Power.



Marvin R. Weatherly, Chairman 
Power Purchase Contract Between Alaska Power 
Authority and Municipal Light & Power 

Our File: 663-87-0365

February 18, 1987 
Page 2

AS 44.83.090(b). The exemption was apparently intended to 
enhance the ability of the Authority to obtain bond financing for 
its projects. See 1984 Memorandum to Larry Crawford (July 31; C. 
Jones, AAG) C ^ U C  jurisdiction over APA power sales
agreements”), attached, and legislative history cited therein.

However, while the Authority is exempt from Commission 
jurisdiction by .AS 44.83.090(b), ML&P is not. ML&P is a 
regulated public utility and is subject to the Commission's 
jurisdiction. The exemption provided to the Authority by
AS 44.83.090(b) specifically states that:

Nothing in AS 44.83.101 -- 44.83.425 [the Alaska 
Power Authority statutes]. . . diminishes or
otherwise alters the jurisdiction of the Alaska 
Public Utilities Commission with respect to any 
public utility, including an^ right the co.v-.dis si on 
may have to review and approve or d£aapprove 
contracts for the purchase of electricity by a 
public utility?"

AS 44.83.090(b) (emphasis supplied).

The question posed, therefore, is whether the
Commission has "any right . . .  to review and approve or 
disapprove contracts for the purchase of electricity" by ML&P, 
including the contract at issue.

Our 1984 memorandum concluded that the!, Commission did 
not have authority at that time to review, approve, or disapprove 
electric power purchase contracts by a public utility. 1984
Memorandum, supra (attached). 2J Since the Commission did not 
have "any right T . . to approve or disapprove contracts for the 
purchase of electricity" by a public utility, electric power
purchase contracts between regulated public utilities and the 
Authority were not subject to the Commission's review.

/

However, as you note, the legislature has since passed
AS 42.05.431(b), sec. 5, ch. 104, SLA 1986. This section states

‘2/ "[W]e can find no authority in AS 42.05 which would permit
"the Commission to review these wholesale purchase agreements from 
Che point of view of the utility as a purchaser" (emphasis in
original).

4
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that a "wholesale power agreement between public utilities is 
subject to advance approval of the Commission. The new statute 
gives the Commission the "right" to review electric power 
purchase contracts by regulated public utilities which was 
lacking at the time of our 1984 opinion.

The primary guide in statutory interpretation is "the 
language used, construed in light of the purpose of the 
enactment." Commercial Fisheries Entry Commission v. Apokedak, 
680 P.2d 486, 489-90 (Alaska 1984). The proposed power purchase 
contract is "for the purchase of electricity by a public 
utility." AS 44.83.090(b). It is a contract between "public 
utilities," and all such contracts are "subject to advance 
approval of the commission." AS 42.05.431(b). The plain words 
of these statutes indicate that the proposed agreement would be 
subject to review and prior approval by the Commission.

The "purpose of the enactment" in this instance does 
not conflict with the plain language. The 1986 enactment of 
AS 42.05.431(b) was in House Bill 314, which began as a short 
"sunset" re-authorization bill for the Commission. HB 314 grew 
into a complex, lengthy, and controversial package of amendments 
to the Commission statute, see, e.g., 1986 House J. 3181-90,
3197-209, but was drastically shortened again before final 
passage. Compare HB 314 with CSHB 314(Fin) and SCS HB 314(Fin). 
AS 42.05.431(d) iurfaced without comment in the House Finance 
Committee version of ^he bill, and remained unchanged in all 
material respects fror. the date of its introduction until final 
passage.

The only comment we have found on the purpose of this 
section is in a letter from Attorney General Brown to Governor 
Sheffield, reviewing HB 314 after it was passed by the 
legislature. The letter states, "The commission's authority to 
approve wholesale power agreements would be made explicit" by 
AS 42.05.431(b). Letter, June 4, 1986, A.G. File No.
883-86-0135. This is in accord with our conclusion that the 
plain meaning of the statute gives the Commission authority to 
review the contract at issue.

We note also that the powers of the Commission are to 
be "liberally construed." AS 42.05.141. Review of a ten-year 
electric power purchase contract by a regulated public utility 
appears to be within the authority of the Commission under 
AS 42.05.431(b). Therefore, we conclude that the Commission does 
have the authority to review this contract.
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We arc informed by the Authority that Commission review 
of its contract with ML&P will adversely affect the Authority's 
ability to obtain bond financing for the Bradley Lake 
hydroelectric dam project in a timely manner. We suggest that 
the Commission promptly contact the Authority and discuss 
possible legislative action which would resolve the situation in 
the best interests of the public.

RDM:nb

attachment

cc: Alaska Power Authority



MEMORANDUM

TOi Sen. Don Bennett Date: April 2 , 1987
Sen. Johne Binkley 
Co-Chairmen
Senate Finance Committee

Through: Becky Bear. „
‘ Information Officer 
DC & ED .

Ted Moninski
Executive Director
Alaska Public Utilities Commission

Subject: Impact Analysis - SSSB22

Attached is the APUC's impact statement for the above referenced 
bill. Also attached 1 a copy of the Commission's reply to a 
letter from Rep, Kay BXvwn which addresses some of the same 
substantive issues evaluated in the impaat statement. The 
Commission had previously submitted separate fiscal notes for the 
original bill and the sponsor substitute. To avoid confusion, I 
have merged these two notes and have included the new, combined 
fiscal note with this impact statement,

It is my understanding that the Senate Finance Committee will 
consider SSSB22 during a Committee hearing now scheduled for 
Tuesday, April 7, 1987, at 9:00 a.m. This hearing will, I am 
advised,, be teleconferenced through the Legislative 
Teleconference Network. I would appreciate your distributing 
this memorandum and its attachments to the other members of the 
Finance Committee at your earliest convenience,

In light of the fact that a formal case touching upon many of the 
same issues to be considered in SSSB22 is now pending before the 
Commission, no Commissioner, will provide testimony on Sections 
1,2,4,5 and 6 of the Bill. Prior testimony on Section 3 has been 
given and further comment on Section 3 is included with this 
impact statement.

The Commission has asked that I be present to provide any 
necessary testimony or clarification for the attached materials.
I will, therefore, be available for comment at the Anchorage LIO 
at the date and time referenced above. Please inform me of any 
schedule changes or any other information you may require prior 
to the Committee meeting.
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Impacts of Sections 1,2,4;5, 6  of 9SSB22

The following is an evaluation of the probable impacts of 
adopting or not adopting the policies contained in the above 
referenced sections of SSSB22, The Commission's comments are 
directed at its own regulatory responsibilities and are not 
intended to reflect a comprehensive consideration of all issues.

If Passed?
* • * • ■ * * ,  _» •.. ** * 1 .' ** * *
Wholesale power sales transactions between regulated 

utilities and the APA are exempt from Commission oversight. The 
public interest responsibility for evaluating these transactions 
would reside solely with the APA and the various review 
mechanisms used to evaluate specific project proposals.
Regardless of its other merits/demerits, this approach would lack 
the broader overview of- power supply decisions which could be 
provided by the Commission.

Also, this Bill does not purport to alter the 
Commission's authority to judge the prudence of a utility's 
purchased power costs at the time of a specific rate case, under 
AS 42.05.511(a).1 However, even if the Commission continues to 
have the authority to make case-specific adjustments, ratepayers 
and utility owners of cooperative and municipal utilities are one 
and the same, making any after^he-fact disallowance of 
APA-related costs for these entities relatively meaningless.

• • • • • • i

The proposed jurisdictional changes would effectively 
remove -from Commission review a substantial percentage of a 
utility's costs which, as Btated above, might be directly passed 
tnrough to the ratepayers by operation of law. For retail 
utilities under the four-dam pool arrangement, for example, there 
are instances of APA-supplied power costs which account for as 
much as 50 percent or more of a utility!s. rates..for service.
Even-- under first-cut and' conservative projections for Bradley 
Lake-supplied power, the range of impact, assuming sign-up of the 
full complement of railbelt utilities, appears to be between 
8 percent and 20 percent cZ a utility's rates.

IThe- Commission- believes that this issue needs further 
consideration and clarification to determine whether the 
Commission- can,' in fact, disallow APA contract costs in rates 
after the contracts are in place, or whether all APA-related 
costs must be included in rates without any Commission review or 
adjustment-.'-'--' -• ;•*••• • -



To the extent that the purpose of this bill is to 
eliminate all Commission oversight for•contractual transactions 
involving an APA project, that objective may not be achieved. 
Under the federal Public Utilities Regulatory Policies Act 
(PURPA), a utility is required to purchase power from a 
"Qualifying Facility" (QF). By Congressional delegation, the 
Commission is responsible for enforcing that obligation. Because 
of this, even if the authority over APA-utility contracts is 
removed by legislative action in Alaska, the Commission may still 
be required to act under federal law to prohibit purchases by 
regulated utilities where such, purchases wpuld threaten to 
subvert the intent of the federal statutes. QF’s could also seek' 
a remedy in the federal courts or before the Federal Energy 
Regulatory Commission to ensure that their rights are protected. 
Thus, the jurisdictional limits on the Commission established by 
this bill do not guarantee that there will be no impediments to 
APA contracting or financing.

If Not Passed:

The Commission would have to approve all future 
wholesale power contracts between regulated utilities and the 
APA.

The contract review process would entail a public notice 
period of thirty days, preliminary staff investigation of the 
contract and Commission action based on any public comment and 
the initial Staff analysis. The Commission may approve, reject 
or suspend the contract, stating its findings and conclusions for 
taking action. Assuming the request for approval contains 
sufficient information, the Commission could take action within 
45 days of the date of filing. In the event a party objects to 
Commission approval of the contract, procedures to effect an 
adjudicatory proceeding would ensue.
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COMMISSION POSITION STATEMENT RE 8 SECTION 3 OF SSSB22

Under Soction 3 of the bill (the original SB22 as amended), 
which would deregulate certain electric and telephone utilities, 
the Commission continues to believe that as a matter of public 
policy, the statutory procedure already in place is superior to 
automatic deregulation.. AS 42.05.711(f) gives consumers a choice 
of what level of regulatory protection best serves their indi­
vidual circumstances through an election. Consumers of five 
utilities affected by this bill have held deregulation elections. 
Of, the five~the.. consumers ...of, two..utilities,.. Tanana Power and 
Iliamna-Newhalen Electric Cooperative, Inc., have voted to retain' 
regulation. If Section 3 is adopted/ it is not clear what con­
tinuing effect the previous vote to continue APUC jurisdiction 
would have in light of the "blanket11 deregulation provided for in 
this proposal. However, if adoption of this section'results in 
their deregulation, it will be in direct conflict with a demo­
cratic vote of the. affected consumers.

1b



STEVE COWPER, GOVERNOR

.. ALASKA PUBLIC UTILITIES COMMISSION
. -DEPARTM ENT OF COMMERCE AND ECONOMIC DEVELOPMENT 420 • V  S T R E E T  

S U I T E  1 0 0
ANCHORACfc, ALASKA 99501

;  {907) 276-6222
March 31/ 1987

Representative Kay.Brown , .... ______ _ ,
Alaska. State. Legislature   ..
Pouch V
Juneau, AK 99811

Re2 .- APUC authority over APA .Power Sales; Proposed Qualifying 
 Facilities in Alaska.

Dear Representative Brown!

In a recent inquiry you asked fori 1) additional information 
concerning Qualifying Facilities under PURPA which have been pro­
posed for the Railbelt, and 2) comment on the legal status of 
Qualifying Facilities under federal law.

The Commission is aware of four private sector power projects 
proposed in the Railbelt. AEM Corp. proposes a 23 MW project 
located at the Healy coal mine and fired by "waste coal." Power 
from the AEM proposed facility would be sold to Golden Valley 
Electric Association, Inc., in the Fairbanks area. SGI Interna­
tional, Inc., proposes a 50 MW project, also fired by waste coal, 
with the output to be sold to Anohorage Municipal Light and 
Power. Mat-su Energy Corporation proposes a 20 MW facility fired 
by peat from the Mat-Su Valley, with the output to be sold to 
Matanuska Electric Association, Inc. Valley Energy Corporation 
proposes a 15 MW facility fired by wood chips from forests in the 
Mat-Su Valley, with the output sold to MEA.

The developers of all four of these projects have filed com­
plaints with the Commission against the utility to- which 'they 
seek to sell power. Each complaint seeks to have the Commission
determine the "avoided cost" which, under federal law (PURPA), ‘
the utility must pay for power generated by Qualifying Facili­
ties . 1 The complaints, and particularly the SGI complaint, also 
seek to prohibit the utilities from making other power purchases, 
such as from the Bradley Lake Hydroelectric Project, which would 
eliminate the need for power from the private project. In the 
SGI case, MLliP disputes whether the SGI project is actually a 
Qualifying Facility under PURPA.

^AEM's proposal has been before the Commission since Novem­
ber 1, 1984, much longer than the other three proposals.



PURPA requires a public utility to purchase electric power and 
energy from Qualifying Facilities at the utility's "avoided 
cost." Avoided cost means, in essence, the costs which the 
utility will avoid by purchasing power from the Qualifying 
Facility rather than generating the power itself or purchasing 
the power elsewhere,

PURPA also requires the Commission to enforce the obligation of 
regulated utilities to purchase power from Qualifying Facilities 
at avoided oost. Thus, whether or not state statutes exempt APA 
power project sales from Commission jurisdiction, federal law 
still requires the Commission to enforce the obligation of utili­
ties to purchase power from Qualifying Facilities, in its case, 
SGI contended that it has a priority over other potential sellers 
of power to ML&P and that, based on PURPA, the Commission should 
prohibit ML&P- from purchasing any other power, particularly from 
the APA's Bradley Lake Hydroelectric Project. Although properly 
before this Commission, the PURPA argument has not yet been 
addressed because the issue was resolved based on state law. It 
is highly probable that SGI will be able to continue to advance 
its-position-before the APUC bas'ed on the federal-statutes even 
if SSSS22 is-'enacted. • Federal-law would require the Commission 
to-decide the issue-based-on the-rights'granted by PURPA.

One final point needs clarification. The reason that SGI wishes 
to-prevent ML&p--from" purchasing power from'Bradley Lake concerns, 
in ?~nt, the "avoided cost" determination. A oost is an "avoided 
cost" only if it can actually be avoided by a utility, Thus, for 
example, a utility cannot avoid the cost of generating facilities 
which have-already-been: installed; then,--if the utility needs no 
further generatinq facilities, there is no avoided capacity cost 
of-an-additional-generating plant (there might still be an 
avoided cost-for-’-the fuel-the-plant--would burn), Similarly, 
a'ftor ML£I> hae eigncd a contract which requites, It to pay tor 
power from Bradley Lake,, that cost is no longer an avoided cost,

Ih this sense if is not entirely correct that SGI feels it "can't 
compete" with a subsidized project euch as Bradley Lake, SGI may 
be willing to sell its" electricity for" the Bame price as the APA 
would sell electricity from Bradley Lake. However, once'ML&P is 
already committed to purchase from Bradley Lake, ML&P may nead.no 
further-capacity and thfe- avoided cost- would then be less than the 
price- of - power- from Bradley Lake'.*'•r ', ,  y.  *. »• %• •• £ m. • «%. » . * • •  , • , t . * . • «... .
i« ■« v ,ti i V Viikw • •» b.«. w m »■ ■«. «-#,.« * V' i, « hw . - m V» i.. m * • •«. •

I‘have’alS5- attached i-copy-Of bur impact statement concerning 
SBSB22-, Which-addresses some of the-same-'issues which you have 
raised*-*».« ...  ... -- -• >•—......

Sincerely,

T.S. Moninski II 
Executive Director
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This fiscal note replaces all previous fiscal notes for Senate 
Bill 22 and Sponsor substitute for Senate Bill 22. Specifically 
ac it relates to Section 3 of the Bill, the Commission notes that 
while there may be some minimal workload reduction associated- 
with deregulating certain elect'iic-and telephone utilities, the 
APUC has lost 13 of ita 53 ati-fchnrized pe>®itionn during tha lao-fc 
three fiscal years and the.relatively small reduction in caseload 
will be used to assist inJJie .gopaise ion1 s,attempt to cope with-' 
the reduction in force.  .... „.J. ‘ ;

Sections 1,2,4,5 6 and 7;

Passage of theVe"sections' will have no workload impact 
upon the commission and, therefore, no fiscal impact;  ■••••—.%  «iia| .. ,ltl< .

% •* • .• » M

Section 3. AS 42.05.711(e) and Amendment to Line No. 28 (as shown 
on page S76 of the legislatiVe^^urna,2:),;'!̂: — ■»—

The number of utilities'‘afrefcted b£ this jsection were-13
before the amendment to- line 28..— The„^ehHmehfe7'raiBM''W&t:'; ■
number by 4 to a new total "o£-l-7v - This-is-a very insignificant^*" 
number of utilities’̂  l?N'of-307)— and-there-will.•i>a„.a..uyery^m.inor__. 
decrease in workload~i£~this-section-is.-passed.,    _ ^



/ Impacts of section 1.2.4,5.6 of S3BB22a f )
The following is an evaluation of the probable impact* of 

<fl ‘f i r *  j-U caUa'c/
adopt inĝ t'hs policy^-oonsidesetioRE contained in the above

referenced sections of SSSB22. The commission's
frXLS

obmments directed at its own regulatory responsibilities and 
dAM-ct A id e iid ’A . to 
-does-aot- reflect a comprehensive consideration of all iesues.

If Passed;

c
;-*V -

: -vHv 
‘US?,

#

Wholesale power sales transactions between regulated 

utilities and the APA are exempt from Commission oversight. The 

publio interest responsibility for evaluating these transactions 

would reside solely with the APA and the various reviaw 

mechanisms used to evaluate specific project proposals.

Regardless of its other merits/demerits, this approach would lack 

the broader overview of power supply decisions whiah could be 

provided by the commission.

Also, this Bill does not purport to ait*r fch* 

Commission's authority to judge the prudenoe of a utility's 

purchased power costs at the time of a specific rata case, under 

AS 42.05.511(a).1 However, even if the commission continues to 

have the authority to make case-specific adjustments, ratepayers 

and utility owners of cooperative and municipal utilities are one 

and the same, making any after-the-faot disallowance of 

APA-ralated costs for these entities relatively meaningless,

IThe Commission believes that this issue needs further 
consideration end clarification to determine whether the 
Commission can, in fact, disallow APA contraot costs in rates 

y  after the contracts are in place, or whether all APA-relatsd 
oosts must be included in rates without any Commission review or 
adjustment.

c
COMMISSION ACTION

Referred 
to

01? 'tr 
NO,

InitiGia

Glint's 
IfflC'.’lM 

A'qI

Data
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the proposed jurisdictional changes would effectively

remove from Commission raview a substantial percentage of a

utility's costs which, as stated above, might be directly passed

through to the ratepayers by operation of law, For retail

utilities under tha four-dam pool arrangement, for example, there 
j co-J-ts <*>/\x-tM

'  ate instances of APA-supplied power accountirtfr- for as much be  50
uA/tfyls n

percent or more of^rates for service. Even under first-out and 

conservative projeotiono for Bradley Lake-supplied power, the 

range of impact, assuming sign-up of the full complement- of 

railbelt utilities, appears to be between a percent and 20 

percent of a utility's rates.

To the extent that the purpose of this bill is to

eliminate all Commission oversight for contractual transactions

involving an APA project, that objective may not be achieved.

Under tha federal Public Utilities Regulatory policies Act

(PURPA), a utility is required to purohasa power from a

"Qualifying Facility" (QF). By congressional delegation, the

Commission is responsible for enforcing that obligation. Because

of this, even if the authority over APA-utility contract* is

removed by legislative action in Alaska, the commission may still

be required to act under federal law to prohibit purchases by

regulated utilities where such purchases would threaten to

subvert the intent of the federal statutes. • QF's could also seek

a remady in tha federal courts or before the Federal Energy

Regulatory Commission to ensure that their rights are protected. .
<svî  cj tot ('Uj LvcLs

Thus, the jurisdiotional limit* ^etabliehed-for- tha Commission^

lKis"bill"'do'not guarantee that there will be no impediments to

APA contracting.or. t inanoing.,.. „ z C i : .....

If Rot Passed;

The commission would have to approve all future 

wholesale p o w e r  contracts b e tw e e n  regulated utilities and tha 

APA.

The contract review prooass would entail a publio notice 

period of thirty days, preliminary staff investigation of the 

contract and Commission action based on any public comment and

t r n  11—
-  a -
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the initial staff analysis. Tha Commission may approve, reject 

or suspend tha contract, stating its findings and conclusions for

taking action. assuming the -request for .approval contains

sufficiant information, the Commission could take action within 

43 days of the date of filing. In the event a party objects to 

commission approval of the contract, procedures to effect an 

adjudicatory proceeding would ensue.

o
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ELECTRIC AND TELEPHONE UTILITIES IMPACTED BY SB 22

I. 250 OF FEWER SUBSCRIBERS 

Name of Electric Utility Number of Users

Andreanof Electric Corporation 37
ArHaV "M rjht A Bow»r Gamjaany, 2no. 3,70
Arctic Utilities, Inc. 25
Betties Light & Power, inc. 50 •
Egegik Light and Power

Homer Lee Leonard d/b/a 65
I-N-N Electric Cooperative, Inc. 226
Lovelock Electric Cooperative, inc. ' 57
Manley Utility Company, Ino. 70
McGrath Light & Power Company1 220
Northway Power & Light, Inc. 91
Pelican Utility company2 76
Tanana Power Company. Inc. 178
Teller Power Company1 73

Name of Telephone Utility Number of Main Access Lines

Whittier Telephone Company 178

II. 251 TO 750 SUBSCRIBERS

Name of Electric Utility Number of Users

Gwitchyaa Zhee utility company 296
Haines Light & Power Company, Inc. 740
Yakutat Power, Inc. 298

Name of Telephone Utility Number of Main Access Lines

Bristol Bay Telephone Cooperative, Inc. 730
Bush-Tell, Incorporated 347
Yukon Telephone Company 333

Information derived from the Alaska Public Utilities Commission 
1985 Annual Report,

(

1 Based on 1984 information

2 Based on 13RR information



To: Becky Bear
Information Officer 
Dept, of Commerce

Dates February 10, 1987

Subject: Position Statement SB22

The Commission opposes SB22. From * public policy porcpoetive,'
1 the Commission believes its current statute AS 42.05.711(f) is 
; superior to the proposed legislation because it enables consumers 
. of small electric and telephone utilities to decide whether or 
! not the benefits of regulation; i.e., public protection, outweigh 
the costs of regulation by providing for a deregulation election
to be held.1

In addition, the proposed legislation appears to have the effect 
n f  lair ing A l a s k a  Eleotiricj G e n e r a t io n  and T r a n s m in s io n

Cooperative, a generation electric utility which has two.cus­
tomers but provides wholesale power to potentially all the 
ratepayers of the railbelt utilities. It is also not clear what 
effect this legislation would have on Alascom, which may directly 
provide service to less than 250 subscribers but through the 
local exchange telephone utilities provides long distance service 
throughout Alaska.

In its fiscal note, the APUC stated that this proposal, if adop­
ted, would affect only 13 of 307 certificated utilities. Given 
the relatively small number of impacted utilities and the nearly 
2'5% reduction. In staff resources already absorbed by the Commis­
sion over the past three fiscal years, a further reduction in 
staffing would not be expected as a result of the changes pro­
posed in this bill.

1-Hot© that this legislation does not addteaa the impact on
utilities which have previously held deregulation elections and 
their consumers have voted to maintain economic regulation of 
their utilities by this Commission; i.e., Tanana Power Company 
and Iliamna-Newhalen Electric Cooperative.
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