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STATE OF ALASKA BILL VERSION: CSHB 549 (C&RA)
1990 LEGISLATIVE SESSION PUBLISH D A T E :____________________

FISCAL NOTE
REQUEST;______________
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ANALYSIS - FISCAL NOTE FOR CSSB 649 (C&RA)

CSHB 549 (C&RA) eliminates the "catch-all" provision in current statute which 
requires the economic regulation of all utilities owned by a political subdivision 
if only one of them is found to be in direct competition with another utility. The 
bill serves to deregulate noncompeting utilities. The CS leaves Anchorage 
Telephone Utility and Municipal Light & Power Company (ML&P) fully 
jurisdictional but has the effect of deregulating Anchorage Waste and Waste 
Water Utility.

This fiscal note assumes the elimination Oi .5 Utility Financial Analyst (Range 
19A, $27.2) and .5 Consumer Protection and Information Officer (Range 14A, 
$19.9).

6386D-2/041790d
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ALASKA PUBLIC UTILITIES COMMISSION
D E P A R T M E N T  OF  C O M M E R C E  A N O  E C O N O M I C  D E V E L O P M E N T

STEVE COWPER, GOVFRNOR

1010 WF8TB1H AVENUE 
BUI IE
ANCHOriAOE. Al A S M 00501 
PHONE'(DO/) ?/A 0772

ALASKA PUDLIC UTILITIES COMMISSION 

COMMENTS ON CS HD549 

April 16, 1990

The Commission believes that the CS for I1B549 represents a 

reasonable approach to the regulation of municipal utilities when 

one or more of those utilities compete with other utilities. The 

CS eliminates the "catch-all" provision in the current statutes 

which requires the economic regulation of all utilities owned by 

a political subdivision if only one of them is found to be in 

direct competition with another utility. At the same time, the 

CS allows the Commission to prevent potential cross-subsidies and 

reasonably assures that competition is fair.

The proposed CS avoids the substantial difficulties that are 

inherent in the latest version of SB 514 which the Commission is 

on record as opposing.

The Commission believes that it is good public policy to regulate 

all portions of the integrated statewide telecommunications 

network and, thus, supports AS 42.05.711(b)(3).
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ALASKA PUBLIC UTILITIES COMMISSION 
COMMENT8 ON CS FOR BD 514 

APRIL 9, 1990

The Commission reiterates its previous position that it

does not oppose the elimination of the "catch-all" provision in

the current statutes which requires the economic regulation of

all utilities ownod by a political subdivision if any one of them
%

ic found to bo in direct competition with another utility. The

Commission believes that unfair competition could be prevented if

regulation wore limited to just those utilities owned by a
*

political subdivision that directly compete with other utilities.

To further limit the regulation of a competing utility 

to just the service in which it directly competes, however, is 

fraught with practical complications. Utility plant and 

personnel are usually shared to provide many services; 

consequently, it would not be possible to examine a portion of 

the utility's costs without examining the whole utility. 

Additional difficulties would arise in trying to isolate the 

service that would be BUbject to regulation, particularly when 

the competing service is integrated with other services. In any 

event, (at best) the oxeroise of regulating single services would 

be almost as costly ae regulating the entire utility and be 

frustrating for all participants.

i
m



The CominiGBion believes that it ie good public policy 

to regulate the integrated statewide telecommunications network 

and thus supports AS 42.05.711(b)(3).
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ANALYSIS - FISCAL NOTE FOR HB 549

If enacted, HB 549 would operate to immediately deregulate the utilities 
owned by the Municipality of Anchorage (MOA) which are currently 
regulated by the APUC. Although only 4 of 119 regulated entities (3.4$), 
given their size and complexity, the MOA utilities constitute a much 
larger work load component. Even when factoring out those areas which 
will continue to be jurisdictional under other sections of AS 42.05 
(i.e., certifications, interconnections, wholesale power agreements, 
access charges, etc.), the APUC estimates that its work load will be 
decreased by approximately 10$ if HB 549 becomes law.

A 10$ reduction 1n the Personal Services line item, commensurate with the 
anticipated work load decrease, equates to 4.0 FTE positions. The 
distribution of impact results in staffing reductions per the following 
probable scenario: 1.5 Utility Financial Analysts; .5 Utility Tariff 
Analyst; .5 Utility Engineer; .5 Consumer Protection and Information 
Officer; and 1.0 support position.

6386D/22790a
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ALASKA PUBLIC UTILITIES COMMISSION 
COMMENTS ON HB 549*
FEBRUARY 26, 1990 

PAGE 1 OF 3

The Commission believes that the changes proposed by 

HB 549 are contrary to sound public policy and therefore opposes 

its enactment. As currently written, AS 42.05.711(b) sets out 

the presumption that utilities owned and operated by poll ical 

subdivisions are exempt from Commission regulation as to rates 

and quality of service. Paragraph (2) of this subsection creates 

an exception in cases where such utilities directly compete with 

another utility. In that instance, the competing utility as well 

as all other utilities owned by the political subdivision become 

subject to regulation.

The Commission believes that the existence of the 

current statutory language provides for a level of public 

protection which extends beyond the mere resolution of utility 

"turf wars." Subsection .711(b)(2) also protects the public 

from the possibility of a municipality (or other political 

subdivision) subsidizing its utility to thwart competition.

‘Commissioner D.P.O'Tierney was out of State and did not 
participate in the Public Meeting where the Commission discussed 
this legislation.

Page 1 of 3



Alaska Public Utilities Commission 
Comments on HB 549 
February 26, 1990 
Page 2 of 3

Under regulation, the Commission provides reasonable assurance 

that the competitive playing field remains level. In the absence 

of regulation, the potential for uneconomic competition is real. 

Consequently, the Commission supports the continuation of 

subsection .711(b)(2) as sound public policy but offers the 

modification described below.

As noted, the current statutory language requires
L '

the regulation of all utilities owned and operated by a 

political subdivision even if only one of them is found to be in 

direct competition with another utility. This provision assists 

the monitoring of transactions and cost allocations between 

utilities to ensure that cross-subsidization does not occur. The 

Commission is satisfied, however, that its ability to investigate 

such issues would not be substantially impaired if non-competing 

utilities owned or operated by political subdivisions were not 

regulated as to rates and quality of service. Since this 

"catch-all" provision seems to have been the most objectionable, 

the Commission would not oppose substitute language which still 

required the regulation of a competing utility but did not 

require the regulation of all other utilities owned by the 

political subdivision. A proposed committee substitute is 

provided for your consideration.



Alaska Public Utilities Commission 
Comments on HB 549 
February 26, 1990 
Page 3 of 3

PROPOSED COMMITTEE SUBSTITUTE FOR HB 549

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

(b) Except as otherwise provided in this subsection, 

public utilities owned and operated by a political 

subdivision of the state, or electric operating entities 

established as the instrumentality of two or more public 

utilities owned and operated by political subdivisions
I,

of the state, are exempt from this chapter, other than 

AS 42.05.221 - 42.05.281 and 42.05.385. However,

(1) The governing body of a political subdivision may 

elect to be subject to this chapter; and

(2) A utility or electric operating entity that is owned 

and operated by a political subdivision and that directly 

competes with another utility or electric operating entity 

is subject to this chapter [AND ANY OTHER UTILITY OR 

ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE 

POLITICAL SUBDIVISION IS ALSO SUBJECT TO THIS CHAPTER].



t0
LIO Meeting

Tuesday, February 27, 1990 
• 1 i 30  p . m .

1. Rick Basse

2. Tom Stahr

3. Joel Grunwaldt

Theme

0 Not a consumer issue
.. .V **

4 Issue Is Home Rule

• Economic Deregulation - service i/ n a  still under APUC

• Border dispute changed the statut:

4 MOA should be exempt - as other m.nic:palitieo

Comments

1. , MDA should be exempt

- Delete 42.05.711(b)(2) —  "all i-' ; ne in" and "directly competes"

- Other municipalities are exempt

- One government overseeing anot' a  government (paternalism)

• State over MDA

0 Home Rule

2. Border dispute started in the 19€'':- *atweem ML&P and CEA

- Whs resolved by APUC action

- APUC would continue to manage < ifv ice  areas

- Border dispute was a wasteful t"VV ration of assets. APUC regulating 
the city is also a wasteful dtp ti-v-.tion,

3. M3A manages SWS cn a waiver

- Consumers are protected

- Coets are competitive



- MOA managed since 1980

- Simplified rate filing®

- Coet effective vs. APUC ragulc.'.ion

- MOA is/has been capable of man-j-rtj utilities

- Other municipalitiee aren't ui;.!c» /PUC

MOA ordinance on eelf-regulation, K: ^9-51 (S-3) and rules of procedure, 
AR 89-242 (8)

- Passed August 15, 1989

- Several public hearings

- APUC did not comment at any piMic hearings

- Assembly unanimously supports • r.r/ uic self-regulation

- Mayor and administration euppc it. Lf-regulation

- Public friendly process

0 Public Hearing Process

A. Advisory Commissions - 4

B. Ragulatory Commission

C. Assembly

- Expanded commissions from 5 mo :e to 7 mer.ibers each for more public 
involvement

- 31 commissioners from the publiu

- Assembly has 11 members voted i office Who make the final rate 
determination

- Notice to public 30 dayB before a hearing

- Notice to public 7 days before <. nsjting

- Procedures specify justificatk; . e ;uired for rate changes

- Process is very public oriented .a'.Letnsd after Planning and Zoning
Commission



Page 3 '

tia»l88i0ner8 0X6 1 *  'ned, knowledgeable, interested parr-

5, Legislative Audit and Budget Connie:*!* report

- Supports MOA economic regulat i_*i

- APUC responded in kind

" APUC process clearly cceta lor., of nwney

- Rate payers pay for those cost .1

- MOA will try to minimize rogu? tor., costs to keep rates low for rate 
payers

Regulatory lag occurs by ARJC • r^tes given do not fit current finan­
cial condition

MOA goes through a process for changes to the Assembly then to APUC

6. Municipal League's support

7. Sunset APUC legislation

8. Attach package

9 Attach copies of commission

BH41

•mf V
*>1
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,x: ; MUNICIPALITY OF ANCHORAGE
f ASSEMBLY K fMORANDUM

N o  AM m - M ________

Meeting Date; Stpcembt? 12, 1989

Txonu Mayor

Subject: Assembly Resolution N<-. An 09-152(8) Amending the  Code
o f  R e g u la t io n s  and Ad; jn in g  Municipal R egu la t ions  4.70 
and 4.80 R e la t in g  to  r .ules o f  Procedure f o r  the  
Anchorage U t i l i t y  Advisory Commissions and Anchorage 
U t i l i t y  R egu la to ry  Comi Las ion ,  R e sp e c t iv e ly

The s u b j e c t  r e s o l u t i o n  has Veer, resubm it ted  fo r  Anchorage 
Assembly ap p ro v a l  p u r s u a n t  t o  / r:*: ho rage  Municipal  Code 3 .40.040 
and i n  c o n ju n c t io n  w i th  the  Astunoly approving AR No. 89-113 and 
AO No, 89-51(3-3)  p e r t a i n i n g  to  economic s e l f - r e g u l a t i o n  o f  
m u n ic ip a l  p u b l i c  u t i l i t i e s .  i e c c g n i s in g  t h a t  e f f e c t i v e  s e l f -  
r e g u l a t i o n  r e q u i r e s  th e  implem-. i t a t l o .  or  c e r t a i n  uniform r u l e s  
o f  p ro ced u re  by th e  adv iso ry  an: :a . ju la to ry  commissions,  t h e  sub­
j e c t  r e s o l u t i o n  and a s s o c i a t e d  r u i a s  o f  p rocedure  a re  subm it ted  
f o r  Assembly c o n s i d e r a t i o n  and app rova l .

R e g u la t io n  4 .70  s e t s  f o r t h  proc-idures a p p l i c a b l e  t o  r e g u l a r  and 
s p e c i a l  m ee t in g s  conducted by t  e m unic ipa l  ad v iso ry  commissions 
a t  which ongoing u t i l i t y  m a t t t / s  a re  s y s t e m a t i c a l l y  ad d re ssed ,  
and p ro ce d u re s  a p p l i c a b l e  to  p u b l i c  h ea r in g s  on m a t t e r s  o f  perma­
n e n t  r a t e  i n c r e a s e s  and custom*? com pla in ts  p e r  AMC 3.40 and 
3 .6 0 ,  r e s p e c t i v e l y ,  and on o th*r  m a t te r s  as p rov ided  f o r  per  
AMC 4 .7 0 .0 1 0 .  P a r t i c u l a r  c o n s id e r a t i o n  i s  g iven  th e  p u b l i c  in  
permanent r a t e  and com pla in t  m ; t t e r s  dus to  t h e  d i r e c t  e f f e c t  
d e c i s i o n s  made in  t h e s e  a rea s  have on th e  u t i l i t i e s '  cus tom ers .  
Such c o n s i d e r a t i o n  i n  m a t t e r s  o: permanent r a t e s  i s  r e f l e c t e d  in  
th e  p u b l i c  n o t i c e  p r o v i s io n s  o f  t . 70.404 and th roughou t  A r t i c l e s  
I I I ,  IV and V which s p e c i f i c a  :. -y address  th e  p u b l i c  h e a r in g

Jr o c e s s ,  i n c l u d i n g  f i l i n g  requ i  t n a n t s  and p u b l i c  p a r t i c i p a t i o n  
n t h e  permanent r a t e  and assc e l a t e d  c o e t - o f - s e r v i c e  and r a t e  

d e s ig n  p r o c e s s e s .  S p e c i a l  p r e c i s i o n  i s  made f o r  a b b rev ia te d  
f i l i n g s ,  where a p p l i c a b l e  and s p - t t l s l  c o n t r a c t s  t o  ensu re  appro­
p r i a t e  rev iew  w i th in  s h o r t e r  ar.:; u p o c i f ic  t im efram es .  As i n d i ­
c a te d  i n  4 .7 0 .4 0 2 ,  a p p l i c a t i o n s  for  review o f  com plain t  m a t t e r s  
s h a l l  be reviewed in  accordance v u h  th e  a d m i n i s t r a t i v e  a d j u d ic a ­
t i o n  p ro ce d u re s  i n  AMC 3 .60 .

R e g u la t io n  4 .80  s e t s  f o r t h  procer-ire^ a p p l i c a b l e  to  meetings  con­
ducted  by t h e  r e g u l a t o r y  commission a t  which p r im a r i l y  r a t e  mat­
t e r s  would be a d d re s sed ,  Mid p rocedures  f o r  rev iewing  
recommendations r e c e iv e d  from t/.fc odvisory  commissions on r a t a  
m a t t e r s .  D i s c r e t i o n  i s  a f fo rded  th e  r e g u la to r y  commission to  
make i t s  own recommendation, acc ;  ' ;a r . ied  by d r a f t  o rd in an c e ,

AR 89



baaed s o l e l y  on th e  review oi tha  reco rd  as developed b e fo re  th e  
adv iso ry  commissions and mad* a v a i l a b l e  t o  i t ,  o r  upon a p u b l i c  
hea r in g  conducted by t h e  regv .a tc ry  commission I t s e l f ,  The same 
c o n s i d e r a t i o n  g iven  th e  publi-  ..n th e  adv iso ry  commission r e g u la ­
t i o n s  apply  t o ,  and appears  t 'isougftout th e  r e g u la to r y  commission 
r e g u l a t i o n s ,  p a r t i c u l a r l y  with  r e s p e c t  t o  n o t i c i n g  and 
p a r t i c i p a t o r y  p r o v i s io n s  and : v c u g h o u t  A r t i c l e s  I I I ,  iv  and v.

Municipal  R e g u la t io n s  4.70 e...d 4.80 a r e  des igned  to  p rov ide  a 
framework w i th in  which the  ^ p o c t l v e  ad v i so ry  and r e g u la to r y  
commissions can be r e l i e d  up?;-, to  f u n c t io n  bo th  r e s p o n s ib ly  and 
e f f e c t i v e l y  i n  a s s i s t i n g  thu Municipal Assembly in  r e g u l a t i n g  
m unic ipa l  p u b l i c  u t i l i t i e s .

Municipal R e g u la t io n s  4.70 an* 4 . 3 0  r e f l e c t  t h e  c o o r d in a t io n  and 
c o o p e ra t iv e  e f f o r t s  o f  the  a d m in is t r a t io n *  m u n ic ip a l  u t i l i t i e s ,  
and th e  u t i l i t y  commissions The A d m in i s t r a t io n  recommends 
approval  o f  AR No. 89-152(3) ; c o p t ln g  M unic ipal  R eg u la t io n s  4.70 
and 4.80 r e l a t i n g  t o  ad v iso ry  ,»na r e g u la to r y  commissions r u l e s  o f  
p rocedu re .

Concur: P repared  by: \

Larry  w\ C r a w fo rd ^  Lee R. kunn,"Eixecutive 'Manager"
Municipal Manager E n t e r p r i s e  A c t i v i t i e s

R e s p e c t f u l ly  su b m i t te d ,

6/comm



S ec t io n * :

ARTICLE I  - -  OFFICERS

4.70 .101  C h a ir  and v i c e - c h a i r .
4 .70 .102  S e c r e t a r y .

ARTICLE I I  — MEETINGS

Submitted by: Mayor Tom Fink
prepared  by; E n t e r p r i s e  A c t i v i t i e s
For R ead ing1 September 12, 1989

ANCHOR.1 n  , ALASKA I , { p ^ t S
AR NC Q->-242'S) ~ '

A RESOLUTION OF THE MUNICIPALS/ OF ANCHORAGE, ALASKA, AMENDING 
THE CODE OF REGULATIONS AND Alt FTING REGULATION 4.70 RELATING TO 
THE ANCHORAGE UTILITY ADVISOR. COMMISSIONS' RULES OF PROCEDURE 
AND REGULATION 4,80 RELATING T( '?l 2 ANCHORAGE UTILITY REGULATORY 
COMMISSION'S RULES OF PROCEDURE._________________________________ ___

THE ANCHORAGE MUNICIPAL ASSEMBLE RESOLVES:

WHEREAS, t h e  M u n ic ip a l i ty  o f  Anchorage adopted Aaeembly 
R e s o lu t io n  No. 89-113 on Au<*^t 15, 1989 exempting i t s e l f ,

Su reu an t  t o  Alaska S t a t u t e  4 2 .0 - . 7 2 l (b ) , from economic r e g u la t io n  
y t h e  Alaska P u b l ic  U t i l i t i e s  commlasion; and

WHEREAS, t h e  Anchorago Municipal Code 3.40.040 req u i re*  
t h a t  r e g u l a t i o n s  adopted by mur. c . p i l  commissions f o r  purposes  o f  
governing i t s  p rocedures  be approved by r e s o l u t i o n  o f  th e  
Assembly t o  be e f f e c t i v e .

NOW THEREFORE, BE IT resolved by t h e  Assembly o f  th e  
M u n ic ip a l i ty  o f  Anchorage, AlaaLa, as fo l low s:

S e c t io n  1 . The Assembly hareby f in d s  and concludes t h a t  
i t  would b e s t  s e rv e  th e  i n t e r e s t s  o f  th e  c i t i z e n s  o f  Anchorage 
and t h e  cus tom ers  o f  th e  Anchor .ge m unic ipa l  p u b l i c  u t i l i t i e s  i f  
un ifo rm  r u l e s  o f  p rocedure  we-f adopted and approved f o r  the  
Anchorage U t i l i t y  Advisory Comm, z r iona and th e  Anchorage U t i l i t y  
R egu la to ry  Commission.

S e c t io n  2 . Based on I t s  f i n d in g s ,  t n e  Assembly hereby 
amends th e  Code o f  M unicipal  Re;., n a t i o n *  to  read  as fo l low s :

Regu la t ion  4.70 

ANCHORAGE UTILITY AEVI50RY COMMISSIONS 

RULES OF PROCEDURE



U L 2 J & &  design.

Each m u n ic ip a l  p u b l i c  u t i l i t y  s h a l l  submit a p p r o p r i a t e  j u s t i ­
f i c a t i o n  f o r  and a n a l y s i s  o f  changes to  t h e  r a t e  s t r u c t u r e  as 
such r e l a t e  t o  i t s  p r i c i n g  o c j a c t i v e s .

JJ . , 2 l£ H 2 iU l«  This  r e ? e l u t i o n  s h a l l  become e f f e c t i v e  imme­
d i a t e l y  upon passage  and a r r i v a l  by th e  Anchorage Municipal  
Assembly *

PASSED and APPROVED Vy \he  Anchorage Asj&mbWfchls 12 th  
day o f  Septtmfaar_________ , 1 9 8 9 .  ¥ ff 7*1 \

Chai jrnMi*

P/DENNIS-DENNIS12/Cis

-  22 -



ANCHORAGE WATER 6 WASTEWAT-L COMMISSION
Rick Basse, Staff Support
786-5506

Murphy,99508,06,900214,20 
Ms, Laurel A. Murphy 
4014 Reka, H-6 
Anchorage, Alaska 99508 
276-7474 
*6/3/86*

Redmond,99509,06,910214 
Mb . Pat  Redmond 
P.O. Box 90079
Anchorage, Alaska 99509-0L7V
265-0433
3/22/88

N eu se r ,99502,06,910214,10
Mr, David Neuser
7501 Cranberry Road
Anchorage, Alaska 99502
243-5651
03/08/88

Crowder,99577,06,910214,10 
Mr. Del Crowder 
10736 High B lu ff  Drive 
Eagle R iver ,  Alaska 99577 
*694-8989(h J/745-3 211(w)* 
*11/12/89*

Lawrence,99507,06,920214,1C 
Mr, William B. Lawrence 
8631 J u p i t e r  Dr.
Anchorage, Alaska 99507
257-2648
*5/21/85*

N ic h o l s , 99503,920214,10 
Melvin Nichols  
4040 B S t r e e t  
Anchorage, Alaska 93503 
*562-2000*
*2/28/89*

S c h r o e r ,99508,920214
Don Schroer
1035 W. Fireweed Lane
Anchorage, Alaska 99503
*272-5668(H)/279-2522(W)*
*3/7/89*



SOLID WA8TE ADVISORY COMMISSION 
J o e l  Qrunwaldt,  S t a f f  Support 
561-1906

■&1-

- *&**•.»> •>*»

M i l l e r , 99508, 04,900214,10 
Mr. Robert  M i l l e r  
U n iv e r s i t y  of Alaska,  Anchcraga 
3221 Providence Drive 
Anchorage, Alaska 99508 
*786-1900*
*7/26/88*

A nderaonJ ,99503,04,900214, 10 
Mr. James C. Anderson, C.P.A. 
2525 B lueberry ,  S u i t e  202 
Anchorage, Alaska 99503 
*258-7713*
*10/08/85*

Coyne,99504,04,910214,10 
Mr. Jack Coyne 
4006 Hampton Drive 
Anchorage, Alaska 99504 
*276-4557*
*9/15/87*

Burrows,99508,04,910214,20
Niki Burrows
608 North Klevin
Anchorage, Alaska 99508-14.38
274-1179
5 /24 /88

Huber ,99503,04,920214,10
Mr, F ra n c is  J .  Huber 
501 W. 20th Avenue 
Anchorage, Alaska 99503 
*272-4747*
*10/88*

L ee ,99501,930214 
Harry R. Lee, P .E.
810 Whitney Road 
Anchorage, Alaska 99501 
*279-3 jl48(H)/276-8234 (W) * 
*9/12/89*

Harmon,99515,930214 
C a r l  Harmon 
11811 H i l l t o p  Drive 
Anchorage, Alaska 99515 
*564-0739*
*9/12/89*

P a r i s e n a , 99503,930214 
John Par isena  
3301 C S t r e e t ,  S u i t e  520 
Anchorage, Alaska 99503 
*243-3879(H)/563-4547(W)*

CPA

Attorney

Recycling i n t e r e s t

eSafe?'



ANCHORAGE UTILITY REGULATC/Y COMMISSION 
343-4906

S m ith ,99508,900214 
Harold Smith 
3147 Cottonwood 
Anchorage, Alaska 99508 
*274-6205*
*9/12/89*

N ic h o l s ,99503,920214 
Melvin Nichols 

Anchorage, Alaska 99503 
*562-2000*
*9/12/89*

Huber ,99503,920214 
F ra n c is  Huber 
501 W. 20th Avenue 
Anchorage, Alaska 
*272-4747*
*9/12/89*

Telephone Commission

Water/Wastewater Commission

S o l id  Waste Serv ice  Comm.

99503

S h i p l e y , 99515,920214 
Robert  Ship ley  
9600 A lb a t ro ss  Drive 
Anchorage, Alaska 99515 
*243-0850*
*9/12/89*

R e t h e r f o r d ,99515,910214 
Robert  R e th e r fo rd ,  p . e .
6728 W, Dimond Boulevard 
Anchorage, Alaska 99515 
*243-5466 (H)/243-4639 (W)» 
*9/12/89*

R e e s ,99516,930214 
Lane C* Rees 
2430 Nancy C i rc le  
Anchorage, Alaska 99516 
*345-6507*
*9/12/89*

Bagoy,99501,950214 
John P, Bagoy 
611 West 11th Avenue 
Anchorage, Alaska 99501 
♦272-9364*
*9/12/89*

Ligh t  & Power Commission

C i t i z e n  Member

C i t i z e n  Member

C i t i z e n  Member

m
■

M
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MUNICIPAL LIGHT t  POWER COMM 
Tom S ta h r ,  S t a f f  Support  
279-7671 X5201

Shaw,99501,29,900214,10 
Mr. Roger C. Shaw 
6431 Regent Dr.
Anchorage, Alaska 99504 
*274-1089*
*02/14/78*

Harman,99577 ,29 ,910214
Mr. P a t r i c k  Harman
17224 Teklan ika
Eagle R iver ,  Alaska 99577
271-3847
3 /1 /88

C a t t a n a c h ,99516,29,910214 
Mr. Richard C a t tanach  
12621 Lupine Road 
Anchorage, Alaska 99516 
345-2287 
3 /8 /88

S h i p l e y , 99515,29,920214,10 
Mr. Robert H, Ship ley  
9600 A lb a t ro s s  Drive 
Anchorage, Alaska 99515 
*243-0850*
* 1 0 - 2 1 - 8 6 *

P h i l l i p s , 99510,920214 
Brad P h i l l i p s  
P. 0. Box 100034 
Anchorage, Alaska 99510 
*276-8023*
*3/7/89*

S hake ,99501,930214 
Robert  L. Shake 
923 W. 74th Avenue 
Anchorage, Alaska 99501 
*248-5544(H)/265-2014(W)* 
*9/12/89*

H e n r i , 99504,930214 
Joseph Henri 
9921 Near P o in t  Drive 
Anchorage, Alaska 99504 
*333-7505(H)/338-0880(W)* 
*9/12/89*



I

'telephone commission
Dale M e r r e l l ,  S t a f f  Support 
564-1415

Y W

G l a s e r , 99501,05,900214, 10 
Mr. Gordon M. G lase r  
1201 D ena l i ,  1210 
Anchorage, Alaska 99501 
*258-7267*
*02/17/87*

8 m i th ,9 9 5 0 8 ,05,900214, 10 
Mr. Harold D. Smith 
3147 Cottonwood S t r e e t  
Anchorage, Alaska 99508 
*274-6205*
*02/17/87*

R o d r ig u e z ,99504,05,910214, 10 
Mr. John Rodrigue2 
3220 Shamrock S t r e e t  
Anchorage, Alaska 99504 
*552-2601/552-4588*
* 12/ 6/8 8 *

Morgan,99508,920214 
Michael Morgan 
4240 Abbott  Road 
Anchorage, Alaska 99508 
*272-3332/346-1514*
*5/23/89*

S n i d e r , 99517,920214 
R ober t  K. Snider  
2122 F o re s t  Park Drive 
Anchorage, Alaska 99517 
*277-5306*
*6/20/89*

C r o a l e y ,99517,930214 
B r i t t o n  E. Croaley 
2105 B e l a i r  Drive 
Anchorage, Alaska 99517 
*276-0796*
*9/12/89*

Harmon,99515,930214 
C a r l  Harmon 
11811 H i l l t o p  Drive 
Anchorage, Alaska 99515 
*564-0739*
*9/12/89*



Anchorage Telephone Utility
600 TELEPHONE AVENUE. ANCHORAGE. ALASKA 99503-6091 

TELEPHONE (907) 561-3000 
Telex 090-26-532 

Facsimile (907) 561-1703
Tom  F ink , 

M a y o r

Ow'ird by 
M on i t  (p o lity  
Cil Ancho'.>i>(*

January 26, 1990

The Honorable Jim Zawacki 
House of Representatives 
P.O. Box V 
Juneau, AK 99811

Dear Representative Zawacki:

In 1989 the Municipality of Anchorage Assembly and Administration 
reviewed its position relative to its regulatory posture with the 
Alaska Public Utilities Commission. After weeks of consideration and 
study the Administration and the Assembly adopted a new regulatory 
policy which involved removing the Municipal utilities from the 
jurisdicion of the APUC. This resulted in an ordinance creating a 
regulatory body for review of rate and operation matters which was 
followed by an ordinance adopting a regulatory process.

It has now been determined that the existing regulatory statute 
(42.05.711b2) needs amending to exempt the Municipality of Anchorage 
utilities from regulation, to correspond with the regulatory exemption 
of the utilities owned by the cities of Fairbanks and Ketchikan.

We strongly support this legislation, because we believe the existing 
regulatory process is unnecessarily costly, time consuming and 
cumbersome, and because we believe that the criteria for the 
regulation of Anchorage owned utilities are no longer valid. We 
areattaching the draft of the legislation for your review and comment.



The Honorable Jim Zawacki 
January 26, 1990 
Page Two

If you should have further comment or questions concerning this 
legislation, please let me know. Again, we sincerely hope that you 
will support legislation that exempts Municipality of Anchorage 
utilities frcm APUC regulation.

Sincerely,

ADVISORY COMMISSION

Harold D. Smith 
Chai rman

HDS:DRM:is

Attachment

( 9 s ( o 6 ' 4 H I b  )
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SUt-MAPY

Current statutes allow municipal public utilities to be exempt from economic 
regulation by the Alaska Public Utilities Commission (AFUC). Due to the border 
dispute between Municipal Light and Power (ML&P) and Chugach Electric 
Association (CEA) the utilities of the Municipality of Anchorage (MOA) were sub­
ject to regulation. The border dispute and competition between ML&P and CEA has 
been resolved and there is no need for economic regulation by APUC since the 
Municipality can regulate the utilities. The current statute does not make it 
clear as to how the municipal public utilities become exempt.

The proposed bill would allow municipal public utilities to be exempt from APUC 
regulation unless the Municipality allowed a utility to be regulated.

0 The proposed changes have no effect on the regulation of rural electric 
association's or investor-owned utilities.

0 Legislative audit found in February 1989 that municipal public utilities 
should not be regulated by the APUC.

0 Anchorage's municipal public utilities are the only ones in the state now 
regulated.

° APUC regulation would still exist for service areas, joint use and inter­
connection.

0 Additional regulation above the Administration and the Assembly is unnec­
essary and a wasteful resource.

0 A significant cost savings for the State and the Municipality would be 
achieved.

0 The MDA has an ordinance and rules of procedure to self-regulate its muni­
cipal public utilities that involves the public and exceeds the level of 
APUC/public review.

SELF-REGULATICN PRiCESS OF THE MUNICIPALITY OF ANCHORAGE

Economic regulation of utilities by the Municipality of Anchorage requires the 
utilities to prepare justification for presentation to the public at hearings 
held by the citizen commission;; established to advise and another regulatory 
commission to review recommendation by the utilities. The regulatory com­
mission includes a member from the four advisory commissions and three members 
drawn from the general public. The Assembly has the final authority over econo­
mic regulation and rate changes require a public hearing by the Assembly.

The Administration and the Assembly will regulate the utilities quicker and at 
less cost than the lengthy and costly proceedings before the APUC.

(See attached chart)

- 1 -



MUNICIPALITY OF ANCHORAGE 

Economic Self-Regulation Flow Chart

Proposals From Utilities
Determinations by 

Commissions Approval by Assembly

° Revenue Requirements Study 0 Public Hearings 0 Public Hearings

° Revenue Deficiencies ° Review and Recommendations 0 Ordinance Submitted by
of Rates, Regulations and Mayor

° Cbst of Service Study Policies
0 Assembly Approval of Rates,

° New Tariff Offerings 0 Findings and Conclusions Contracts and Regulations

° Special Contracts 0 Ooinplaints

Anchorage Utilities

Anchorage Telephone Utility 
Anchorage Sewer Utility 
Anchorage Vfeter Utility 
Municipal Light and Bower 
Anchorage Refuse Collection 

Utility
Anchorage Solid Waste Disposal 

Utility

Anchorage Commissions

Advisory:

Anchorage Telephone Commission 
Anchorage Vfeter and Whstewater Commission 
Municipal Light and Bower Commission 
Anchorage Solid WSaste Services Commission

Regulatory:

Anchorage Utility Regulatory Commission

BH201



TITLE: Municipal Utility Self-Regulation

SPECIAL LEGISLATIVE REQUEST:

Revisions to the state statutes limiting the power of the APUC to regulate rates 
and clarifying Anchorage's right to exenpt its municipal utilities from economic 
regulation by the APUC.

BACKGROUND/JUSTIFICATION:

Alaska Statute 42.05.711 currently provides that public utilities owned and 
operated by municipalities are exempt from economic regulation by the Alaska 
Public Utilities Commission unless they choose to be regulated or direct com­
petition is found to exist between a municipally-owned public utility and 
another public utility. If direct competition is found to exist, AS 42.05.711 
directs that all of the municipally-owned public utilities are subject to econo­
mic regulation by the APUC. The Municipality of Anchorage believes that AS 
42.05.711 should be amended to eliminate the "direct competition" exception to 
economic deregulation, thereby limiting APUC rate regulation to those municipal 
utilities who specifically choose to be regulated.

1. The Municipal Light and Power Department/Chugach Electric Association boun­
dary dispute, which precipitated the onset of AS 42.05.711, has been 
resolved.

2. Whether or not a municipal public utility is subject to economic regulation 
by the APUC, the APUC retains jurisdiction per AS 42.05.221, over such nat­
ters as wasteful duplication of facilities where direct competition within 
the same service area occurs (as was the case before the ML&P/Chugach 
Electric boundary settlement dispute).

3. Concerns over the potential for cross-subsidization between municipally- 
owned utilities are unnecessary because (a) the Anchorage owned public util­
ities are independently operated and by Charter must have separate books of 
accounts, (b) the Mayor and Assembly are directly accountable to the voting 
public, (c) the public and its consumer representatives have the right to 
participate in the ratemaking process under economic self-regulation, and
(d) all rate decisions are eligible for judicial review in the Alaska Court 
System.

A legislative priority is to remove the "direct conpetition" exception from the 
statute, thereby allowing Anchorage, absent its consent, to regulate the rates 
of its utilities and allow for adequate rates of return fo.. its respective util­
ities.

STAFF 0CNTACT: Will Gay, Acting Executive Manager,
Enterprise Activities, 343-4906

12/18/89



Offeredj 
Referred:

Original sponsors:

IN THE SENATE

SENATE BILL NO

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled; "An Act related to municipal utility self-regulation." 

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

Article 10. General Provisions.

Sec. 42.05.711. Exemptions.(a) The provisions of this chapter do not apply 

to a person who furnished water, gas or petroleum or petroleum products by tank, 

wagon, or similar conveyance, unless the person is thereby supplying water, gas, 

petroleum or petroleum products to a public utility in which the person has an 

"affiliated interest."

(b) Except as otherwise provided in this subsection, public utilities owned 

and operated by a political subdivision of the state, or electric operating 

entities established as the instrumentality of two or more public utilities 

owned and operated by political subdivisions of the state, are exempt from this 

chapter, other than AS 42.05.221 - 42.C5.281 and 42.05.385. However,

(1) the governing body of a political subdivision may elect to be subject to 

this chapter^ [; AND)

t (2) A UTILITY OR ELECTRIC OPERATING ENTITY THAT IS OWED AND OPERATED BY A

Section
711. Exemptions
712. Deregulation ballot

Section:
720. Definitions
721. short title



Page 2

POLITICAL SUBDIVISION AND TOAT DIRECTLY OOMPETES WITH ANOTHER UTILITY OR 

ELECTRIC OPERATING FNTITY IS SUBJECT TO TO IS CHAPTER AND ANY OTHER UTILITY OR 

ELECTRIC OPERATING FNTITY OWNED AND OPERATED BY "TOE POLITICAL SUBDIVISION IS 

ALSO SUBJECT TO TOIS CHAPTER. I

(c) TOe ownership in whole or part, of the corporate stock of a public 

utility does not make the owner a public utility.

(d) The conmission, on a finding that no legitimate public interest will be 

served, may exempt a utility from all or any portion of this chapter.

(e) Notwithstanding any other provisions of this chapter, any electric or 

telephone utility that does not gross $50,000 annually is exempt from regulation 

under this chapter unless 25 percent of the subscribers petition the conmission 

for regulation.

(f) Notwithstanding any other provisions of this chapter, any electric or 

telephone utility that does not gross $325,000 annually may elect to be exempt 

from the provisions of this chapter other than AS 42.05.221 - 42.05.281 under 

the procedure described in AS. 42.05.712.

(g) A utility, other than a telephone or electric utility, that does not 

gross $100,000 annually may elect to be exempt from the provisions of this 

chapter other than PS 42.05.221 - 42.05.281 under the procedure described in 

AS 42.05.712.

(h) A cooperative organized under AS 10.25 may elect to be exempt from the 

provisions of this chapter, other than AS 42.05.221 - 42.05.281, under the pro­

cedure described in AS 42.05.712.

(i) A utility which furnished collection and disposal service of garbage, 

refuse, trash, or other waste material and has annual gross revenues of $200,000



Page 3

or less is exenpt from the provisions of this chapter, other than the certifi­

cation provisions of AS 42.05.221 - 42.05.281, unless 25 percent of the sub­

scribers representing 25 percent of the groes revenue of the utility petition 

the commission for regulation.

(j) The provisions of this chapter do not apply to sales, exchanges or gifts 

of energy to an electric utility certificated under this chapter when the energy 

which is the subject of the sale, exchange or gift is waste heat, electricity, 

or other energy which is surplus or the by-product of an industrial process. In 

an area in v̂ .ich no electric utility is certificated for service, energy pro­

vided by sale, exchange or gift may be provided to any utility which is cer­

tificated for service to that area. A contract for the sale, exchange or gift 

of energy exenpt under this subsection does not make the supplier a public uti­

lity, and does not transfer the responsibility to provide utility services from 

a certificated util'ty to any other person.

(k) A utility which furnishes cable television service is exempt from the 

provisions of this chapter other than AS 42.05.221 - 42.05.281 unless 25 percent 

of the subscribers petition the oomnission for regulation.

(1) A person, utility, or cooperative that is exenpt from regulation under

(a) or (d) - (k) of this section is not subject to regulation by a municipality 

under AS 29.35.060 and 29.35.070. (5 6 ch 113 SLA 1970; am S 3 ch 76 SLA 1973; 

am S 8 ch 83 SLA 1980; am SS 7 - 9d 136 SLA 1980; am j  89 ch 59 SLA 1982; am J 1 

ch 30 SLA 1983; am S 68 ch 74 SLA 1985; am S 1 ch 80 SLA 1985; am S 2 ch 107 SLA 

1986).
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Offered:
Referred:

Original sponsors:

IN THE FDUSE

{DUSE BILL NO. ______

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act related to municipal utility self-regulation."

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

Article 10. General Provisions.

Section Section:
711. Exemptions 720. Definitions
712. Deregulation ballot 721. short title

Sec. 42.05.711. Exenptions.(a) Tne provisions of this chapter do not apply 

to a person who furnished water, gas or petroleum or petroleum products by tank, 

wagon, or similar conveyance, unless the person is thereby supplying water, gas, 

petroleum or petroleum products to a public utility in which the person has an 

"affiliated interest."

(b) Except as otherwise provided in this subsection public utilities owned 

and operated by a political subdivision of the state, or electric operating 

entities established as the instrumentality of two or more public utilities 

owned and operated by political subdivisions of the ste .e, are exempt from this 

chapter, other than AS 42.05.221 - 42.05.281 and 42.05.385. However,

(1) the governing body of a political subdivision may elect to be subject to 

thi9 chapter^ [; AND]

[ (2) A UTILITY OR ELECTRIC OPERATING ENTITY THAT IS OWED AND OPERATED BY A

- 6 -
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POLITICAL SUBDIVISION AND THAT DIRECTLY OOMPETES WITH ANOTHER UTILITY OR 

ELECTRIC OPERATING ENTITY IS SUBJECT TO THIS CHAPTER AND ANY OTHER UTILITY OR 

ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE POLITICAL SUBDIVISION IS 

ALSO SUBJECT TO THIS CHAPTER. ]

(c) The ownership in whole or part, of the corporate stock of a public 

utility does not make the owner a public utility.

(d) The commission, on a finding that no legitimate public interest will be 

served, may exempt a utility from all or any portion of this chapter.

(e) Notwithstanding any other provisions of thi3 chapter, any elec. ic or 

telephone utility that ioes not gross $50,000 annually is exempt from regulation 

under this chapter unless 25 percent of the subscribers petition the commission 

for regulation.

(f) Notwithstanding any other provisions of this chapter, any electric or 

telephone utility that does not gross $325,000 annually may elect to be exempt 

from the provisions of this chapter other than AS 42.05.221 - 42.05.281 under 

the procedure described in AS. 42.05.712.

(g) A utility, other than a telephone or electric utility, that does not 

gross $100,000 annually may elect to be exempt from the provisions of this 

chapter other than AS 42.05.221 - 42.05.281 under .he procedure described in 

AS 42.05.712.

(h) A cooperative organized under AS 10.25 may elect to be exempt from the 

provisions or this chapter, other than AS 42.05.221 - 42.05.281, under the pro- 

cvdure described in AS 42.05.712.

(i) A utility which furnished cc .lection and disposal service of garbage, 

refuse, trash, or other waste material and has annual gross revenues of $200,000
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or less is exenpt from the provisions of this chapter, other than the certifi­

cation provisions of AS 42.05.221 - 42.05.281, unless 25 percent of the sub­

scribers representing 25 p*.':ent of the gross revenue of the utility petition 

the coronission for regulation.

(j) The provisions of this chapter do not apply to sales, exchanges or gifts 

of energy to an electric utility certificated under this chapter when the energy 

which i9 th~ subject of the sale, exchange or gift ip waste heat, electricity, 

or other energy which is surplus or the by-product of an industrial process. In 

an area in which no electric utility is certificated for service, energy pro­

vided by sale, exchange or gift may be provided to any utility which is cer­

tificated for service to that area. A contract for the sale, exchange or gift 

of energy exenpt under this subsection does not make the supplier a public uti­

lity, and does not transfer the responsibility to provide utility services from 

a certificated utility to any other person.

(k) A utility which furnishes cable televisicn service is exenpt from the 

provisions of this chapter other than AS 42.05.221 - 42.05.281 unless 25 percent 

of the subscribers petition the comnission for regulation.

(1) A person, utility, or cooperative that is exempt from regulation under 

(a) or (d) - (k) of this section is not subject to regulation by a municipality 

under AS 29.35.060 and 29.35.070. (S 6 ch 113 SLA 1970; am * 3 ch 76 SLA 1973; 

am § 8 ch 83 SLA 1980; am $$ 7 - 9d 136 SLA 1980; am § 89 ch 59 SLA 1982; am § 1 

ch 30 SLA 1983; ora § 68 ch 74 SLA 1985; am § 1 ch 80 SLA 1985; am § 2 ch 107 SLA 

1986).
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PART VI

UTILITIES AND ENVIRONMENT

A. UTILITY REGULATION

1. Alaska Public Utilities Commission: The League supports the current 
statutory exemptions that allow municipal utilities to operate in the best interest of the 
consumer public without regulation by the APUC.

2. Acquisition: In order to eliminate service area conflicts between 
municipalities and Jtilities, the League supports legislation that would allow municipalities 
to acquire the facilities of a utility under specific terms that would fairly compensate the 
utility.

3. Utility Relocation Costs: The League opposes any effort to shift to 
municipalities the cost of utility relocations associated with municipal public works 
projects.

4. Deregulation of Solid Wastu: The League supports statutory changes to 
eliminate APUC regulation of solid waste collection and disposal.

S j'id waste collection and transport are essentially freight hauling issues and there is 
no need for APUC regulation. If regulation is needed, local government can focus on 
the needs at a local level. AS 29.35.060(b) should be repealed to make this 
deregulation complete and effective.

5. Waste Disposal Sites: The League encourages the State to hold local 
area public hearings concerning waste disposal sites and their locations.

B. FUNDING ASSISTANCE FOR UTILITIES

1. Construction Grant Program: The League strongly endorses the concept 
of the State’s paying at least 50 percent of the cost of sewage systems, auxiliary 
equipment, solid waste facilities, and water systems constructed by municipalities under

38



A PERFORMANCE REPORT ON THE 
DEPARTMENT OF COMMERCE AND 

ECONOMIC DEVELOPMENT 
ALASKA PUBLIC UTILITIES COMMISSION

February 14, 1989

Audit  Control  Number 

08-1354-89-R

Commissioner, Department of  
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w* b . t l . v .  chic c i b l t  c i l i v i i l o n  017  b i  1 n . t u r . l  mono­
po ly  in  ch i  i m i l l  m d  m i d l u a - i l z id  c o w . . * ,  3 h
tha  a a may ba candidaeas f o r  aconomic r e g u la t io n '  
nowavar, cht cose o f  r agu lae ion  nuy ouewetih the 
b u n i t e ,  f o r  c h i l l  r a i l !  m irk .  c .  Th. .Sonomt? 
r ag u la e io n  ehae i s  a v a i l a b l a  t* t l i o  l im i ted  to basic  
s e r v i c e s, as eha f e d e r a l  Cable Comnunicaeions Policy  
Ace of  1984 p roh ib iea  p r i c a  r e g u la t io n  o f  eha premium 
packages. In tha l a r g a c t  c i e i e s ,  eha competi t ive 
anvironmane indicaeaa ehae ehara i s  noe a n a t u r a l  
monopoly praaanc fo r  cabla  t e l e v i s i o n ,  thua c e r t i f i ­
c a t io n  and aconotaic rag u lae io n  la  lnapp rop r laea .

Tha f a d a r a l  Cabla Ace vaa daaignad Co promoca tha 
axpanaion o f  cab la  e a la v ia io n  syaeama by promoting 
lo c a l  f r a n c h ia in g  and l im i t i n g  r ae a  ragu lae ion .  Thia 
law would noe a l low any raea  r a g u la e io n  in  Anchoraga or 
Falrbanka bue would a l low baa lc  a a rv ic a  raeaa to ba
ragu laead  in  oehar a raaa  auch a a Junaau or Homer. I t
doaa, however, appaar  eo a l low ua c o n t ro l  ovar tha

So a a lb la  com pet i t ive  s ida  a f f a c c  of  dup l icaea  c a b l in g ,  
y aeaeuca wa could  r e q u i r e  eha aagragae lon  o f  cab la  

d ia e r ib u e io n  companlaa and ehaaa could  ba f u l l y  r ag u ­
laead .  Tha cab la  p ro g ra m in g  cou ld  chan ba opanad eo 
compacielon.

In summary, rag a rd la aa  aa eo whaehar o r  noe cabla 
e a la v i a io n  la v ievsd  aa e s e a n e i a l ,  wa racom andad  tha t  
eha p r a a a n t  c a r e l f l c a e l o n  requ irem en t  ba dalacad from 
eha aeaeuea.  To eha ex te n t  ehae th i a  a a rv ica  la  daamtd 
e s s e n t i a l ,  m unic ipal  f r a n c h ia in g  o r  c a r e l f l c a e l o n  and 
r a g u la e io n  o f  d ia e r ib u e lo n -o n ly  companlaa should ba 
cona ldarad .

Wa a lao  mute p o in t  out  a p o ea n e la l  l i a b i l i t y  to tha 
Seaca undar eha Cabla Ace i f  ehia r aco m an d ae lo n  la 
lmplamanead. Tha Cabla Ace o u e l in aa  a p a c i f l c  c r l e a r l a  
which muse ba shown eo dany a f r a n c h ia a  and eha pro- 
poaad aeaeuea aaandmane would c a e a g o r l c a l l y  r ae race  tha 
c a r e l f i c a e a a  ( f r a n c h iaa )  wichoue ehia showing. How­
av a r  , eha Aecomay G anara l 'a  Of f l e a  ind lcaead  eo us
ehae eha Seaea would p r a v a i l  in  co u re .  Wa racom and  
ehae a formal op in ion  on ehia p o ea n e la l  l i a b i l l e y  ba 
ob ta ined  from eha Aeeomay Ganaral  b a fo ra  ehia aeaeuea 
i s  amandad.

Alaska S ta e u ta  42.05 should  ba amandad eo exampc tha 
sm a i la r  u t i i i c i a a  trom aconotaic r a g u l a e i o n .

E l a c e r l c ,  t e lephone ,  gas ,  w a te r ,  and aawar u t i l i t i e s  
hava t r a d i t i o n a l l y  baan conaldarad  a a a a n c ia l  a a rv ic e s  
and a ra  o feen  n a t u r a l  monopolies. N e v e r th e le s s , wa 
should  r e f r a i n  from aconomic r a g u la e io n  i f  i t s  cose
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exceeds ch* b*n*£tc* . How*v*r, chi* in form at ion  i« noc 
a v a i l a b l e  nor can i e  b* r e aso n ab ly  g«n*rac*d. "Coat" 
would l a e lud*  increm en ta l  APUC and u t i l i t y  cia* and 
m ateria l*  as w*Ll aa ch* e f f e c t  o f  p r o j e c t  delays 0n 
long-term  rac* a i  chia  component o f  ch* aqua t ion  could 
ba stud io* an** «*ciaac*d. Th* "b*n*f ica"  o f  r*gu lac ion  
inc lud*  a f i .  ~ q i a l l y  i t a b l *  u t i l i t y  p rov id ing  con- 
l i a c t n c  serv ic*  un iform ly  eo customers who ar* a**ur*d 
o f  «quicab l*  raca* and s e r v i c e s  now and in  ch* fucur*i  
Chia cannoc ba q u a n t i f i e d .

N e v e r th e l e s s , in co n a id a rae io n  of  ch* S e ae a 'a  dwindling 
r*aourc*a and ch* p u b l i c '*  d isenchantment w ith  ch* 
p r o l i f e r a t i o n  o f  acac* government,  w* b* l i*v*  t h a t  i t  
i a  a p p r o p r i a t e  f o r  ua co presume c h a t  th* coat  of 
r e g u l a t i o n  p ruaenc ly  exceeds i t a  b * n * f i t a  f o r  many 
sm a l le r  u t i l l c i e a  and chat ch* groaa ravanu* exemption 
l*v* la  p rovided  in  ch* a t a tu t * *  should b* r a i a a d .

Alaska S t a t u t e  41.05.711 exempts a l a c t r l c  and c*l*phon« 
u c l l l c l * *  wich groaa r*v*nu«a under  950.000 frota 
c e r t i f i c a t i o n  and economic r e g u l a t i o n .  I e  a l s o  allow* 
a u t i l i t y ' a  consumer* co * l * c t  economic d e r e g u l a t i o n  
f o r  c o o p e r a t iv e * , a l a c t r l c  ox te lep h o n e  u t i l i t i e s  w i th  
l e a s  chan $325,000 in  annual groaa r e v e n u e s ,  and f o r  
any u t i l i t y  which does no t  g ro ss  5100,000 a n n u a l ly .  Ve 
propose cha t  an a c ro s s - t h e - b o a r d  g ro s s  revenue-baaed  
exemption from economic r e g u l a t i o n  be e s t a b l i s h e d .  
Three o p t io n s  a re  preaencad in  the fo l lo w in g  c a b le .  I t  
was p rep a red  baaed upon APUC*a FT 88 Annual Report and 
r e p r e s e n t s  a l l  u t i l i t i e s  cha t  a r e  c u r r e n t l y  economi­
c a l l y  r e g u l a t e d  w ith  the  e x c lu s io n  o f  th e  i n d u s t r i e s  ve 
have recommended f o r  c a t e g o r i c a l  d e r e g u l a t i o n .

Number o f  a f f e c t e d  u t i l i t i e s  and cus tom ers ,  based  upon 
g ro ss  revenues :

Under 9500.000 Under 3750.000 Under $1 ,000.000
U t i l . Customers tJEIT7" Customers U t i l . Customers

E l e c t r i c 10 819 15 1,990 18 2,691
Telephone -0* -0 - 1 343 2 863
Gas - 0 - - 0 - -0 - - 0- 1 908
Water 22 3,715 22 3,715 22 3,715
Sewer 2 15 3 382 __3 382

T o ta l 4.549 J t i I*
P ercen t M U M U J i U l Ie U

The above p e r c e n t  c a l c u l a t i o n s  r e p r e s e n t  th e  r e d u c t io n  
i n  the  coverage o f  economic r e g u l a t i o n  under  each 
revenue seen '’. r io t  however, ve  c a u t io n  che in f e r e n c e  
from che cab le  ch a t  APUC'a workload would dec rease
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p ro p o r t io n a te  co cha decrease  tn che number n# 
u t i l i t i e s .  While chare c e r t a i n l y  should be , 0m« 
r e l a t i o n s h i p ,  the  eonmission has no cima iheec d*rl 
a v a i l a b l e  co c o r r e l a t e  these  f a c t o r i .

In  tfoncerc v lch  an amendment co exeapc chaaa amaliar  
u c i l i c i a s , cha fo llowing a r a a t  ahould alao ba ad- 
draaaad:

1. Tha p e d e i o n  p rov is ion  which a l lo v a  cuscomara co 
raquaac aconomic ragu lac ion  of  exempted u c i l i c i a s  
should ba amended. Alaska Scacuca 42.05.711 
p raaanc ly  r a q u i r a s  25Z o f  an axempeed u d l i c y ' s  
su b a c r ib a r s  co s ign  cha p ac ic io n .  We ba l iava  chac 
ch is  i s  much coo graac an obscac la  co ovarcoma and 
recommend chac an a lac c io n  ba c a l l a d  i f  APUC 
ra c a iv a s  a pac ic io n  danonseracing  s ig n i f i c a n t  
consumar in c e ra se .  For example, cha pacic ion  
raouiramanc could ba sae ae cha l a s s a r  of  3Z or 
500 customers.

2. This proposad gross ravanua exemption scacuca 
should  noc caka a f f a c c  fo r  6 months co a l low 
u c i l i t y  cuscomara who wish co r a e a l n  r ag u lac io n  co 
do so wichouc i n t e r r u p t i o n .

3. Tha r a s u lc s  o f  pas t  d a ragu lae ion  a l a c d o n s  should 
ba honorad, chus noe r a q u i r i n g  a naw voce on 
f a i l e d  d e re g u la t io n  a l a c d o n s .

4. Tha customers who cont inue  cha b e n e f i e s  of APUC's 
economic r e g u la to ry  o v e r s ig h t  shou ld  ba expecced 
co pay fo r  ch is  s e rv ic e  (Sea Racommandadon
No. 2).

Alaska S t a t u t e  42.05 should be amandad to cease man- 
cfacory aconomic r ag u la c io n  of  c a rc a in  u e i l l t l a e  owned 
by p o l l c l c a l  s u b d iv i s io n s .

Alaska Seaeuta 42.05.711(b)  g e n e ra l ly  axampcs u c i l i c i a s  
owned by p o l i d c a l  su b d iv is io n s  from aconomic r e g u la ­
t io n , u n le s s  chay so e l e c t . However, i t  a l so  provides  
th a t i f  any of  a s u b d iv i s io n ' s  u c i l i c i a s  d i r e c d y  
competes wich any ocher c a r c i f i c a t a d  u t i l i t y  chan a l l  
Che s u b d iv i s io n  a u t i l i t i e s  s h a l l  be economically 
r e g u l a t e d .  Wa presume Cha incenc o f  ch is  o ro v is lo n  was 
co e l im in a te  tne  wast ing  of r e so u rc e s  from f a c i l i t y  
d u p l i c a d o n  r e s u l t i n g  from cha chan ongoing a l a c c r i c  
s e r v i c e  a r e a  d i s p u te  as w al l  as p re v en t in g  cha c ro s s -  
s u b s i d i z a c io n  of  r a t e s  which might accompany such a 
d i s p u t e .  Tha only  u c i l i c i a s  f a l l i n g  under ch is  p ro ­
v i s i o n ,  ac p rasanc ,  a re  owned by cha M u n ic ip a l i ty  of  
Anchorage.

rr*T« « u h * -13
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Tha Anchortga • • r v i c a  « raa  d i s p u te  ha* b**n r**olv*d 
«nd ehs pr*a*nc day compeeieion 1* in  cha form of 
economy energy s a l a t  o f  a l a c c r l c l e y  and parhap* eela-  
phona communication ayacotaa. Thin type o f  competi t ion 
doaa n o t  encourage cha maaaiva f a c i l i t y  d u p l ic a t io n  or 
cha c r o s i - s u b t i d i z a e i o n  o f  r a t a a  ehae a sa rv ic a  a r t*  
d iapuea mighc. S arv ica  a r a a  concarn t  can ba adaquaetly  
ad d raa iad  chrough cha c a r e l f l c a e l o n  p ro c a s t  wichoue 
aconomic r a g u la e io n .

In co n ju n c t io n  wlch an amendment eo da laea  ehia man* 
daeory aconomic r a g u la e io n ,  eh# fo l low ing  aroaa should 
a l s o  ba a d d ra t s a d :

1. Tha u t f l i e i e s  p r e v io u s ly  ragu laeed  by APUC due eo 
compaelelon should c n t in u e  eo ba so ragulacad 
un laaa  r e j e c t e d  by cha govam ing  body.

2. A govern ing  body should ba a l lowed eo withdraw a 
p rev io u s  a l a c c lo n .

3. Tha consumers who, chrough c h a i r  l o c a l  government, 
hava chosen eo con t inue  eha b a n a f i e s  o f  APUC’ s 
aconomic r e g u la to r y  o v e r t lg h e  ahould  be expected 
co pay f o r  eh ia  a a rv i c a .  S p e c i f i c a l l y ,  eha 
M u n ic ip a l i ty  o f  Anchorage Assembly ahould  decide 
wheeher c h a i r  u t i l i t i e s  should  ba ragulaeed  
l o c a l l y  or  by APUC. I f  they chooaa eo " h i r e "  APUC 
co perform ch ls  r e g u la to r y  funce lon  in  che lr  
b e h a l f ,  c i c i z e n s  from a l l  ac ro ss  th e  Scat*  should 
noe ba fo rc e d  co pay fo r  cha t  a a rv ic a  w i th  General 
Fund* (See Recommand#cion No. 2) .

Recommendation No. 2

Alaska S t a t u t e  42.05 and Alaska S t a t u t e  42.06 should  be
amended eo more f u l l y  a l l o c a t e  the""coate of r a g u l a e i o n .

APUC i s  c u r r a n e ly  being funded p r im a r i l y  by Genera l  Funds 
wleh a program r a e a lp e s  supplement from p a r t i a l  d i r e c c  
a l l o c a t i o n #  o f  cose .  Tha seaeueas  r e q u i r e  eha cose of
l n v e s t i g s t i o a s  and h e a r in g s  eo ba a l l o c a t e d  among cha 
p a r t i e s ,  in c lu d in g  cha commission, as i s  j u s t  under cha 
c i r c u m s t s a e s s .  The commission has c r a d i e i o n a l l y  noe a l l o ­
c a t e d  c o s t s  t o  i t s e l f  and has a l l o c a t e d  only  eha h i r e d  
c o n s u l t a n t  f e e s ,  a t t o r n e y  g e n e ra l  s e r v i c e * , and ocher 
in c re m e n ta l  o u t - o f - p o c k e t  c o s t s .  In  a 1988 d e c i s io n ,  cha 
Alaska Supreme Court i n t e r p r e t e d  eha p r e s e n t  seaeuces on
c o s t  a l l o c a t i o n s  co d i s a l lo w  a t t o r n e y  g e n e ra l  s e r v i c e s .  Tha 
c o u r t  a l s o  remanded cha ca se  back to  cha commission co 
decermine what p o r t i o n  o f  th e  cose a l l o c a t i o n  chey should 
abso rb .
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Basic fairness prescribes chat only eht consumers who 
benefit £roa chA regulatory services provided by APUC should 
pay the co te  of chl« service. This is che "user fee" 
cone m e  o f  funding. A funding method should alio be de­
s igned  to allow rAsponslvA adjustments eo bo mads in the 
level o f  * rAgulAClon as dosirAd by consumers. With cheat 
ericArta in mind, vc Hava briefly contented on three pridon- 
lnACA A l C A m A C l V A S .

To the tx c tn c  of  i t s  genera l  funding, any Approach f a l l s  eo 
e q u i ta b ly  match the r e g u la to ry  coa t  to the consumers who 
b e n e f i t .  General funding may be viewed as a payment by a l l  
c ic ix^ne  a l l  across  the S ta t e ,  while  the b e n e f i t  may accrue 
p r im a r i ly  to consumers in Anchorage. The u c l l l e l e s  owned by 
che M un ic ip a l i ty  o f  Anchorage have c o n t r ib u te d  g r e a t ly  co 
che commission’s workload, ye t  a s i g n i f i c a n t  po r t ion  of  che 
t o t a l  coa t  of  che proceedings la pa id  out of General Funds.

General funding i s  a l s o  le s s  re spons ive  co appropr ia te  
r e g u la to ry  l e v e l s i  in  f a c t ,  i t  probably wastes  some of  che 
S t a t e ' s  dwindling re so u rce s .  Given t h a t  th e re  i s  a r e g u la ­
to ry  c o s t / b e n e f i t  break-even p o in t  and ch a t  c e r t a i n  consum­
e rs  axe given the oppor tun i ty  to  e l e c t  f u l l  economic r e g u la ­
t i o n ,  gene ra l  funding w i l l  l i k e l y  be p e rce ived  as payment by 
"someone e l s e "  w ith  che r e s u l t  t h a t  r e g u l a t i o n  w i l l  always 
be extended p a s t  chis break-even p o in t .  Thus, government is  
p rov id ing  an unnecessary  s e rv ic e .

Funding o f  APUC through a gross r e c e i p t s  t a x  l e v ie d  aga ins t  
the  u t i l i t i e s  and p ip e l in e s  cha t  i s  passed  through co 
consumers could provide a reasonab le  matching of  c o s ts  co 
b e n e f i c i a r i e s .  This assumes tax  r a t e s  were e s t a b l i s h e d  by 
u t i l i t y  s i r e ,  by in d u s t ry ,  and by l e v e l  o f  r e g u la t i o n .  
Hovevur, th e re  would always be i n e q u i t i e s .

This tax  approach would be re spons ive  co r e g u la to r y  naads 
only  <:o che e x t e n t  t h a t  che matching i s  a c c u r a t e .  However, 
t a x a t io n  has t r a d i t i o n a l l y  focused on a b i l i t y  co bear  r a t h e r  
chan re so u rce  u t i l i s a t i o n  and, thus ,  such a funding approach 
may n o t  be r e sp o n s iv e .  For example, i f  a t a x  was designed 
which le v ie d  100Z of  the  commission's c o s t s  a g a in s t  che 
p i p e l i n e  companies and none co che u t i l i t i e s ,  t h i s  approach 
would do no th ing  co reduce unnecessary  r e g u l a t i o n  o f  che 
u t i l i c l e s .

F u l l  and d i r e c t  a l l o c a t i o n  o f  che commission's  c o s t s  p ro­
v ides  the  most a c c u ra te  and d e f e n s ib le  matching among cha 
th r e e  a l c a m a c i v e s .  As such, i t  would not  only be an 
e f f e c t i v e  method in e l im in a t in g  unwarranted government 
r e g u l a t i o n  bu t  i t  could  a l s o  make che r e g u la to ry  p rocess  
more e f f i c i e n t  by encouraging adequate and a p p ro p r ia te  
f i l i n g s .

To a d m in is t e r  t h i s  f u l l  a l l o c a t i o n  program would r e q u i r e  
time sh e e ts  f o r  commission s t a f f  and a t to rn e y  g e n e ra l
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s e r v i c e s ,  and ch* use of  account cod** co share  dcckac 
p ro c a a d ln f  eoac i  among the p a r c ia a  and co a l low  recovery 0f 
g a n a ra l  overhead.  Tha a d m i n i s t r a t i v e  co*c o f  chi* program 
should  ba l a a a  chan wich cha cax approach hue, o f  cours* 
g r a a c a r  chan w ith  cha Ganaral Fund des ign .  These coses
could  p o t e n t i a l l y  ba o f f s e t  by in c re a se d  s c a f f  e f f i c i e n c y  
chrough cime shaec a c c o u n t a b i l i t y .  We b e l i e v e  che b e n e f i t s  
of  a f u l l - c o s c  a l lo c a c io n  program would f a r  outweigh a
s l i g h t l y  h ig h a r  adm ln isc rsc lv e  c o s t .

Based upon che above, we rsconnend cha t  che scacuees be 
amended co e s t a b l i s h  a f u l l - c o s c  a l l o c a t i o n  funding approach 
f o r  APUC. In  co n ju n c t io n  wich ch is  s h i f t  coward program
r e c e i p t s  funding ,  AS 42.05.651 and AS 42.06.610 should be 
amended, as fo l lo w s :

1. These scacuces should  be amended co s p e c i f y  chac a l l  
cosca o f  che commission may be a l l o c a t e d .

2. Alaska S ta tu e s  42.05.651 should  be changed to  req u ire
in t e r i m  a l l o c a t i o n ,  r a t h e r  chan aw a i t ing  com plet ion  of
a p roceed ing .  The commission has e s t im a te d  t h e i r  
u n b i l l e d  u t i l i t y  a l l o c a t i o n s  a t  $1.6 m i l l i o n  wich an 
average  age o f  3 .0  y e a r s .  We no te  ch a t  che r e l a t e d
p i p e l i n e  s t a c u t e ,  a t  AS 42 .06 .610 ,  a l r e a d y  r e q u i r e s  
i n t e r i m  b i l l i n g s .  However, APUC does n o t  appear  to  be 
in  compliance,  w i th  c h e i r  e s t im a ted  u n o l l l e d  p ip e l in e  
a l l o c a t i o n s  a t  $2.1 m i l l i o n  wich an ave rage  o f  4.7 
v e a r s .  Furchar ,  APUC should  amend t h e i r  r e g u l a t i o n  ac 
3 AAC 48.157 which p rov ides  f o r  c o s t  a l l o c a t i o n s  a f t e r  
p i p e l i n e  h e a r in g s  r a c h e r  chan on che r e q u i r e d  in t e r im

3. These scacuces  p r e s e n t l y  r e q u i r e  a l l o c a t i o n  to che
p a r t i e s  o f  a p roceeding  in c lu d in g  che commission: th e se  
should  be m odif ied  to  exclude cue commission. However, 
che p r o v i s io n s  a l low ing  the  commission co a l l o c a t e  
among che p a r t i e s  as i s  r easo n ab le  and J u s t  should  be 
r e t a i n e d ,  thus  chi commission may o c c a s i o n a l l y  absorb 
some c o s t s  i n d i r e c t l y  and have a need f o r  minimal
G enera l  Fuad monies.

4. For  eeo n o sd c a l ly  r e g u la t e d  companies, on a ca se -b y -ca se
b a s i s ,  th e  commission should  be al lowed co determine
w hether  th e  c o : t s  being  a l l o c a t e d  a re  to  be passed  
chrough co che consumers.

Recommendation Ho. 3

APUC should  develop a t o p i c a l  r e f e r e n c e  system f o r  cotmls-  
s io n  o rd e r s  and c o u r t  d e c i s i o n s .

The commission i s  a q u a s i - j u d i c i a l  agency which Issues
d e c i s io n s  based  upon f in d in g  o f  face  and co n c lu s io n s  of law.

*TAT« • #  A h A M U k 16 •iwiimm •# K«*MTiva Auarr
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ALASKA PUBLIC UTILITIES COMMISSION
W M M M T  V COMM0 CI AM B M C  MWU Wff 4»  t W M I T  

SOlTf too

MAR - ? 1333 lurch 7, 1919

Mr. Randy Welker 
Legislative Auditor 
Division of Legislative Audit 
State of Alaska 
P. o. Box w
Juneau, Alaska 99111-3300

Ra. Rasponsa to Praliainary Audit Raport

Daar Mr. Walkar:

Tha following is tha rasponsa of tha Coaaission to tha praliai­
nary audit rsport and racoaaandations subaltted by tha Division 
of Legislative Audit on February 14, 19*9, as a rasult of its 
parforaanca raviav of tha Coaaission.

Tha coaaission concurs with tha fundamental concision of tha 
raport that tha

Alaska Putolie Utilitias Coaaission is operating in an 
efficient and affactiva aannar and should continue to 
regulate public utilitias and pipalinas. (Rags 9.)

Tha Coaaission doas not agraa with all of tha stataaants of rag- 
ulatory thaory and philosophy in tha praliainary audit report but 
has focused its consents on tha actual racoaaandations.

-23



Reooaasndatiem M .  1A

m i a  l a s a a  u u s i . n o m a  b« to a m  a a i i i a m a n  »"■»
regulation of companies furnishing collection and diipoial e n ­
vies of gasbags, refuse, trash, or other vasts material.

Tha Conission supports this raeoaaandation as it did tha identi- 
cal raeoaaandation aada in tha 1979 and 1919 Sunset Audits. Tha 
auditor's stataasnt that tha public hsalth and sanitation aspects 
of this service are aonitorad by local governments and tha De* 
partaent of Invironmental conservation addresses tha commission's 
previous reservation on deregulation.

Rr.^ommeadatioa He. IB

Alaska Statute 43.05 should ba aaandad to cease cartification and 
regulation of radio coaaon carriers.

Tha commission concurs with this raeoaaandation based on tha 
character of radio coaaon carrier (RCC) services and tha current 
regulatory status of RCCIs operating in tha state. However, as 
noted in the Commission's response to the saae raeoaaandation in 
the 1985 Sunset Audit, future developaents in the telecommunica- 
tions industry aay require rsiaposition of RCC regulation at soaa 
later time.

The Coaaissioa also believes that its authority to partially or 
fully deregulate a particular utility Industry in response to 
current circumstances is a desirable and appropriate supplement 
to the legislative action advocated by the auditor. Accordingly, 
the Conission requests legislative guidance on the validity of 
its decision to economically deregulate the RCC industry in the 
event this recommendation is not implemented by statute.



i m u U l i t i  ■*. 1 0

»1«.X« 0.0* «hould b« w n d H  ta «... c.rtlfldHn.
obit t* lavialon.

Tha commiaaion concur* with this racommandation with aoma 
qualification*, aa it did with tha aama racommandation in tha 
19«s Sunaat Audit. Tha racommandation appropriataly aliainataa 
tha anomaly in tha currant raqulatory achama for cabla talaviaion 
(CATV) aarvica wharaby CATV providara hold monopoly cartificataa 
but ara aconoaically daragulatad. Hovavax, tha Commiaaion would 
ancourago tha Lagialatura to uca ita lagal and raaaarch staffs to 
axamina tha lmplicationa of tha following on full CATV daragula- 
tion: (1) tha Cabla Communicationa Policy Act of 19S4, (2) tha
Fadaral Communicationa Commiaaion*a racant initiativaa to aliml- 
nata tha axiating ban on croaa-ovntrahip of CATV and talaphona 
companiaa, (3) tha availability and atatua of local govammant 
ovaraight, (4) aharad uaa of righta-of-vay, (9) community accaaa 
and inatitutional network uaa of CATV ayatama, and (•) diapoai- 
tion of cart'.fieataa hold by axlating CATV providara. Zn any 
avant, aa no tad in raaponaa to tha 1919 Sunaat Audit racommanda- 
tion, CATV cartiflcation ia not a largo alamant of tha Commia- 
aion'a workload.

Xaooamaadatlaa ha. 10

Alaaka t ta tu ta  49.05 ahould ba amandad to axampt amallar utlll- 
tlaa from aconomic raoulation.

Tha Commiaaion oppoaaa thia racommandation bacauaa it diaagraaa 
with tha auditor'a unaupportad praaumption that tha coat of 
aconomic ragulation praaantly axcaada ita banafita for amallar 
utilitiaa. Rathar, tha Commiaaion concludaa from ita axparianca

-  ii -



that regulation of null utilities is »t the core of its public 
protection function, especially given tbs gsographio and de- 
aographlo characteristics of Alaska. Tbs Commission also 
bslisvss that tbs burdsn and cost of regulation on smaller utili­
ties can and should be reduced administratively, and it is cur­
rently addressing this issue.

As the auditor points out, it is extremely difficult to quantify 
the cost of regulation, both to the regulated and to the regula­
tor. At tbs same tine, it is relatively easy to Inflate or de­
flate coot figures to support a given predisposition for or 
against regulation. Regardless of amount, costs are relatively 
meaningless unless they are eonpared to benefits.

The Commission agrees with the auditor that tbs primary benefits 
of regulation are a financially stable utility which provides 
reliable, safe service to all customers at reasonable, non- 
discriminatory rates, with tbs exception of 22 water companies, 
tbs utilities affected by this recommendation are providing ser­
vice in rural Alaska and are predominantly electric utilities.
Zt has been tbs Commission's experience that the need for regula­
tion and the potential benefits provided by regulation are fre­
quently greater for smaller utilities than for larger utilities 
for many reasons, Including, the logistical challenge of operat­
ing in remote locations; Inexperienced personnel; unsafe facili­
ties as a result of non-cempliancu with the national electric 
Safety Cods; lack of familiarity with utility management, main­
tenance, and accounting procedures; discriminatory actions by 
utility management; failure to request rate increases when 
needed; and procurement of wrong equipment. In addition, it can 
we argued that tbs consumers in rural Alaska are even more cap­
tive than those in the urban areas, and, therefore, are particu­
larly dependent on a high level of protection.



Although the reduction 1a  workload would bo approximately comaan- 
aurata with the loot of Coamisslon staff over tha past three 
yaars if this recommendation vara enacted, and from that stand­
point nay ba appealing, tha Conmisaion doas not baliava that tha 
publie intarsst would ba sarvad by vholasala deregulation of 
utilltias serving parhaps tha moat (or ona of the mora) vul- 
narabla segment(s) of tha ratepeylng public.

Tha Comaission baliavas that tha concern about tha coat of reg­
ulation that has baan voicad by tha auditor as wall ar others, 
for tha most part, is directed at tha expense (both in tine and 
dollars) associated with regulatory raguiraBants whan a utility 
dasirao or needs to change its rates. Tha Commission has recog­
nised for some tiae that tha regulatory schema that exists and 
has baan applied to both large and small utilities should ba ex­
amined. To that end on rebruary 3, lfit, tha Commission has 
issued a Notice of Inquiry. Tha purpose of tha Inquiry is to 
racaiva information which would assist tha commission in propos­
ing regulations to simplify rata and other regulatory proceedings 
for smaller utilities. A copy of thi« order is attached, (fee 
Appendix A.)

In summary, tha Coasii^aiou baliavas that tha issue of tha cost of 
regulation as it rebates to vhm ssaller-sised utilities can ba 
substantially mltignted through administrative procedures rather 
than legislation which vcnld eliminate tha important public pro­
tection function today provided by economic regulation.

However, if tha Legislature baliavas public policy is batter 
sarvad by deregulating smaller utilities, tha Cosaiseion would 
propose, as it did in response to tha 1919 sunset Audit, tha fol­
lowing amendment to AS 42.09.711 to expand tha deregulation elec­
tion process found in AI 42.09.712 which would replace the provi­
sions of AS 42.09.711(a), (f), (g), end (i)t



All utilities which hr > grow* rivinuii of $900,000 
or l « u  **7 elect to be exeapt froa tho provisions of 
AS 42*09, otktt than AS 42.09.221-42.05.211, undor 
tho procedures doaerihod in AS 42.09.712.

Thia approach conforaa with tho coaaiaoion'o poaltion that rag- 
ulation for utilitiao than horotoforo havo boon regulated ahould 
bo continued unlaaa tho poopla aoat affactod, tho conauaora, voto 
to boooao deregulated.

Tho Coamlseion alao concura with tho auditor*a suggestion that 
conaidoration bo given to reducing vhe number of cuatoaera re­
quired to petition for regulation under AS 42.09.711.

leooamemdatioa Vo* 11

Alaska Statute 42.05 ahould bo amended to coaae mandatory 
economic regulation of certain utllltloo owned bv political 
subdivisions.

The Coaaiaoion aupporta the philoaophy underlying thia recoaaen- 
dation. However, the Coaaiaoion doee not believe that elimina­
tion of AS 42.05.711(b)(2) la neeeaaary to achieve the auditor's 
objective and ham propoeed on alternative legialative approach 
and language.

Xt ia reasonable that if regulation la elected at one time by a 
governing body as curr-.ntly provided under AS 42.09.711(b)(1), 
than a future governing body ahould have similar authority to 
vote to revoke that election. It auch revocation is exercised, 
it ia presumed that the public protection function provided by 
the commission will be assumed by the governing body of the

I -
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political eubdiviaion, thua giving affected conauaera • forua 
recourae far concern* ard eoaplainte.

The Coaaiaaion raeognises that thia recommendation preaently af- 
fecta only the Municipality of Anchorage. It ie pertinent to 
consideration of thia reeoaendation that, at the preaent time, 
there are a number of outatanding iaauee before, and outatanding 
requireaenta by, the Comuleelon for the Anchorage Water and 
Waatevater Utility (eewer), the Anchorage Telephone Utility, and 
the Anchorage Municipal Light and Power Department.* it ie rea- 
aonable to aaauae that the Anchorage Aeaeably would take into 
coneideration the atatua and reeults of proceedinga before the 
Coaaiaaion at auch tiae aa it conaidera any deeiaion to end 
econeaic regulation by the Coaaiaaion.

*Docket u-17-47 ia an investigation into the general manaqa- 
aent practicea of Anchorage1a aewer utility. Zn Doeketa u-aa-ii 
and U-17-41 the Anchorage Telephone Utility ia before the coaaia- 
eion requesting a 34.131 rata increaae and responding to an in- 
veatigation into the oeneral and financial aanageaent practicea 
of the utility. Ceaniaeion deeiaiona are currently pending in 
theae aewar and talaphone caaea. At the preaent tiae, the 
Municipal Light and Power Department ia required to provide an 
equity aanageaent plan and obtain Coaaiaaion approval before fur­
ther debt refunding ia Issued because of ita poor financial 
condition.



Rather than eliminating A5 42.09.711(b) (2), aa tha auditor ap- 
paara to auggeet,' KM 42.05.711(b) ahould ba expanded to provide 
for deregulation of a municipal antity if *ta governing body ao 
alacte, once competition no longer axlaf  batvaan it and othar 
utilities, and to allow tha governing body of a political aub- 
diviaion to revoke a pravioua alaction. Tha Coaaiaaion baliavaa 
it ia daairabla to contirue a protactiva aaohaniaa for ragulatad 
utilitiaa in tha avant a futura aituation ariaaa involving com­
petition with a municipal utility. Propoaad language ia at­
tached. (Sea Appendix B.)

Keeoaaendatioa He. 3

Alaaka Statute 42.05 and 42.06 ahould ba amended to more fully 
allocate tha coata of regulation.

Tha Coaaiaaion concure in part, and oppoaaa in part, thia recom­
mendation. Tha Coaaiaaion agreea with tha auditor'a euggeation 
that, in light of tha currant economic climate aa wall aa a re­
cant court daciaion, dlacueeion ahould ba focuaed on tha ap­
propriate method to fund thia agency, clearly, tha time ia ripe 
to evaluate funding optioner however, tha coaaiaaion dleagreea 
with tha aathod of funding advocated by tha auditor. Rcgardlees 
of tha outcoaa of tha broader funding diacuaaion, tha Coaaiaaion 
concura that AB 43.05.451(a) ahould ba amended to allow interim 
«Uocatlone daring a proceeding and to exclude tha Coaaiiaion 
from bearing any <jeeta of a hearing or invaatigation.
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MUNICIPALITY OF ANCHORAGE 
Summary of Economic Effects - Utilities

AO Number: 89-51 Title: Municipal Regulation of Utilities 

Sponsor: Enterprise Activities

Preparing Agency: Municipal Light & Power/OMB Others Affected: ATU-AWWU-SWS 

CHANGES IN REVENUES ANO EXPENSES (Thousands of Dollars)

FY FY FY FY FY
6mo. 89 90 91 92 93

Operating Expenses:

ATU - Regulation Expense (Net) (154) (306) (306) (306) (306)
ML&P - Regulation Expense (Net) (123) (245) (245) (245) (245)
AWWU - Regulation Expense (Net) (68) (137) (137) (137) (137)

SWS - Regulation Expense 8 15 15 15 15

Expense Recap:

APUC Regulation Expense Savings 
New Municipal Regulation Expense 
Net change 1n Expense

APUC Regulation Expense Savings 
New Municipal Regulation Expense 
Net Change 1n Expense

Impact on General Government (Yes or No)

months only)

ATU ML&P AWWU SWS
(168) (133) (100) -o-

14 10 32 8
(154) (123) (68) 8

outyears)

ATU ML&P AWWU SWS
(335) (265) (200) -0-

29 20 63 15
(306) (245) (137) 15

or No) No

Public Sector Economic Effects: $3,029,000 savings over the next 4 years 6
months.The public sector effect of Municipal regulation by commissions as an 
alternative to the current requirement to be regulated by the APUC would be to 
reduce Utility operating expenses. The avoided costs above are comprised of 
attorney fees, consulting contracts, expert witness cost and some reduction In 
Internal cost created by an assumed simplification of the rate making process. 
New expenses Include Increased compensation for commissioners, supplies, 
advertising and court reporting. Under self regulation the utilities will 
continue to Incur some level of professional service expenses. However, the 
reductions noted result from more abbreviated and less protracted rate 
hearings. Costs were derived using a three year average and assuming six (6) 
months 1n 1989. No allowance has been made 1n succeeding years for Inflation.

During past legislative sessions the APUC has proposed bills requesting a .55% 
charge on gross revenues on all regulated utilities and a .14% gross revenue 
charge for all utilities exempt from their jurisdiction. If such a bill were 
to pass It would result 1n an Immediate extra cost to the utilities of 
approximately $725,000 per year based on 1987 gross revenues, 1f regulated.

-  27 -



SUMMARY OF ECONOMIC EFFECTS

Private Sector Economic Effects:

The private sector effects of regulation by Municipal commissions 
would be a reduction in utility operating cost which may alter the 
timing of rate increases.

If further explanation 1s necessary,a separate page may be attached.

CoK3jSJiidb ^ : Fred Traber Telephone: SHI,
(Name, Title)

Validated by 0MB: 

Approved by:

Date:

Date:
Director, Preparing Agency

Concurred by: Date:
Director, Affected Agency:

Approved by: Date:
Executive Manager Forr
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AWWU

UTILITY COHUSSION EXPENSE DETAIL

26 Regular meetings @ $210 $ 5,460
28 Special meetings for rates, tariffs, & budget 0 $280 7,840
16 Hearings for rates and tariffs 0 $700 11,200
12 Hearings for complaints 0 $700 8,400
Supplies 1,000
Court Reporter for 54 meetings 0 $300 16,200
Advertising for 54 meetings 0 $200 10,800
Rental space for 16 hearings 0 $100 1,600

ATU
$62,500

24 Regular meetings 0 $210 
10 Special meetings 0 $280 
4 Hearings for rates & tariffs 0 $700 
2 Hearings for complaints 0 $700 

Supplies
Court Reporter for 30 meetings 0 $300 
Advertising for 30 meetings 0 $200 
Rental space for 6 hearings 0 $100

5,040
2,800
2,800
1,400
1,000
9.000
6.000 

600

$28,6*0

SWS

12 Regular meetings 0 $350
2 Special meetings 0 $280
3 Hearings for budget & rates 0 $700 

Supplles
Court Reporter for 15 meetings 0 $300 
Advertising for 15 meetings 0 $200

$ 4,200 
560 

2,100 
500 

4,500 
3,000

$14,860

ML&P

12 Regular meetings 0 $210 
6 Special meetings 0 $280 
2 Hearings for rates 0 $700 
6 Complaint hearings 0 $700 

Suppl1es
Court Reporter for 20 meetings 0 $300 
Advertising for 20 meetings 0 $200

$2,520
1,680
1,400
4,200

500
6,000
4,000

$20,300

JP11/FT3

-  2 9  -  
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ALASKA PUBLIC UTILITIES COMMISSION 
COMMENTS ON KB 549*
FEBRUARY 26, 1990 

PAGE 1 or

The CommiBsion believes that the changes proposed by 

HB 549 are contrary to sound public policy and therefore opposes 

its enactment. As currently written, AS 42.05.711(b) eetB out 

the presumption that utilities owned and operated by political 

subdivisions are exempt from Commission regulation as to rates 

and quality of service. Paragraph (2) of this subsection creates 

an exception in caseB where such utilities directly compete with
t

another utility, in that ‘instance, the competing utility as well 

as all other utilities owned by the political subdivision become 

subject to regulation.

The Commission believes that the existence of the 

ourrent statutory language provides for a level of public 

protection which extends beyond the mere resolution of utility 

"turf wars," Subsection .711(b)(2) also protects the public 

from the possibility of a municipality (or other political 

subdivision) subsidizing its utility to thwart competition.

^Commissioner D.P.O'Tierney was out of state and did not 
participate in the Public Meeting where the Commission discussed 
this legislation.

Page 1 of 3



Alaska Public utilities Conuuiaaion 
Comments on HB 549 
February 26, 1990 
Page 2 Of 3

Under regulation, the commission provides reasonable assurance 

that the competitive playing field remains level, in the absence 

of regulation, the potential for uneconomic competition is real. 

Consequently, the Commission supports the continuation of 

subsection .711(b)(2) as sound public policy but offers the 

modification described below.

As noted, the current statutory language requires 

the regulation of all utilities owned and operated by a 

political subdivision even if only one of them is found to be in 

direct competition with another utility. This provision assists 

the monitoring of transactions and cost allocations between 

utilities to ensure that cross-subsidization does not occur. The 

Commission is satisfied, however, that its ability to investigate 

such issues would not be substantially impaired if non-competing 

utilities owned or operated by political subdivisions were not 

regulated as to rates and quality of service. Since this 

"catch-all" provision seems to have been the most objectionable, 

the Commission would not oppose substitute language which still 

required the regulation of a competing utility but did not 

require the regulation of all other utilities owned by the 

political subdivision. A proposed committee substitute is 

provided for your consideration.



FEB 27 '84 09:54 APUC 907-263-2155

AlaoJca Public Utilities Commission 
Comments on HB 549 
February 26/ 1990 
Page 3 of 3

PROPOSED COMMITTEE SUBSTITUTE FOR HB 549

* Section 1. AS 42.05.711(b) ia amended to read;

(b) Except ae otherwise provided in this subsection/ 

public utilities owned and operated by a political 

subdivision of the state, or eleotrio operating entities 

established aa tha instrumentality of two or more public 

utilities owned and operated by political subdivisions 

of the state, are exempt from this chapter, other than 

AS 42.05.221 - 42.05.281 and 42.05.385. However,

(1) The governing body of a political subdivision may 

elect to be subject to this chapter; and

(2) A utility or electric operating entity that ia owned 

and operated by a political subdivision and that directly 

competes with another utility or electric operating entity 

is subject to this chapter (AND ANY OTHER UTILITY OR 

ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE 

POLITICAL SUBDIVISION IS ALSO SUBJECT TO THIS CHAPTER].
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STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION:
PUBLISH DATE:

REQUEST}
FISCAL NOTE

Revision Date: Agency Affected:
Title: r e l a t i n g  t o  t h e  . e x ent f i j J ^ L - O f  M u . . APUC 
M u n i c i p a l  u t i l i t i e s  f r o m  APUC 
Sponsor: .
Requestor: —

APUC

Components

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND* STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS

7 1 7 6 .4 ) ( 1 7 6 .4 ) ( 1 7 6 .4 ) ( l l L J L L . ( 1 7 6 .4 ) (1 7 6 .4 )
i

TOTAL OPERATING ( 1 7 6 .4 ) ( 1 7 6 .4 ) ( 1 7 6 .4 ) ( 1 7 6 .4 ) ( 1 7 6 .4 ) ( 1 7 6 .4 )

[ CAPITAL J
REVENUE

GENERAL RIND 
FEDERAL RINDS 
OTHER

. a m . ________________

( 1 7 6 . 4 )  ... (1 7 .& - 4 V .. . ( 1 7 6 . 4 1 J J . .7  £L. 41 _ _( 1?.5_l_4 ) _ U 7 6 . A )

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

1 4 . 0 1 ( 4 .0 ) ( 4 .0 ) ( 4 . 0 ) ( 4 .0 ) ,L ii .o ) , .

ANALYSIS : (Attach a separate page if necessary)

SEE ATTACHED

4 A pertdby: T. S. Mor.lnaki/ I I , Executiv^-DirftCto ^ , . .  . 276-6222 VDivision: Alaska Public U t i l i t i e s  Commission rw«. 2/26/9Q
Approved by Commissioner:

Commission rw». 2/26/9.0.
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Analysist Fiscal Not* for HB549

if enacted, HB549 would operate to immediately deregulate the 
utilities owned by the Municipality of Anchorage (MOA) which are 
currently regulated by the APUC. Although only 4 of 119 regu­
lated entities (3.4%), given their eize and complexity, the MOA 
utilities constitute a much larger workload component. Even when 
factoring out those areas which will continue to be jurisdiction­
al under other sections of AS 42.05 (i.e. certifications, inter­
connections, wholesale power agreements, access charges, etc.), 
the APUC estimates that its workload will be decreased by ap­
proximately 10% if KB549 becomes law.

A 10% reduction in the Personal Services line item, commensurate 
with the anticipated workload decrease, equates to 4.0 PTE posi­
tions. The distribution of impact results in staffing reductions 
per the following probable scenarios 1.5 Utility Pinancial Ana­
lysts, ,5 Utility Tariff Analyst, .5 Utility Engineer, .5 Con­
sumer Protection and Information Officer, and l.o support 
position.
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Original 3ponsor(s): REP. ZAWACKI, Collins

IN THE HOUSE BY THE C&RA COMMITTEE

CS FOR HOUSE BILL HO. 549 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A 3 ILL
'

For an Act entitled: '’An Act relating to the exemption from regulation by

the Alaska Public Utilities C omission of public 

utilities owned and operated by political subdi- ;
I

visions."

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

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

(b) Except as otherwise provided in this subsection, public
i

utilities owned and operated by a political subdivision of the state, 

or electric operating entities established a the instrumentality of 

two or more public utilities owned and operated by political subdi­

visions of the state, arc exempt from this chapter, other than AS 42.- 

05.221 - 42.05.281 and 42.05.385. However,

(1) the governing body of a political subdivision may elect

to be subject to this chapter [AND]

(2) a utility or electric operating entity that is owned 

and operated by a political subdivision and that directly competes 

with another utility or electric operating entity ia subject to this 

chapter with respect to the service for which there is direct compe- I 

titiotu and

(3) a utility furnishing telecommunications service that i3

owned and operated b/ a political subdivision that has a population of

more chan 150.000 is 3ubjact to this chapter [AND ANY OTHER UTILITY OR j
ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE POLITICAL SUBDIVI­

SION IS ALSO SUBJECT TO THIS CHAPTER],
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