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ANALYSIS -FISCAL NOTE FOR CSHB 300 (L&C)

The an arY impact of the enactment CS for HB 300 is found in Section 2 of the bill
which would expand the APUCY jurisdiction by bringing under regulation any
utility which serves one or more customers if such servicé produces gross annudl
revenue in excess of $50,000.

While this section has some potential for incr_easi_n% the number of utilities subject to
%conomm regulation, the projected increase is highly speculative. At this time, the

_does not anticipate ‘that the workload ‘increase will be substantial and,
accordingly, submits a zero fiscal note.

The commission may need to submit a budget request in the future if the actual

result of the bill’s enactment is to generate significant numbers of new jurisdictional
utilities which require regulatory oversight.
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ALASKA PUBLIC UTILITIES COMMISSION
SUGGESTED WORDING FOR HB 300
FEBRUARY 26, 1990

NSection 1:

Line 16: Change "or" to "and" in the proposed phrase
"identifying the property by location or project.” [This

change was previously suggested by the Commission.]
Line 20: Delete ", currently,”.

Line 22: Add "current" before "related" at the beginning of the

line.

With the foregoing changes, AS 42.05.461 would be amended to

read:

Sec. 42.05.461 CONTINUING PROPERTY RECORDS. The commission may
require a public utility to establish, provide, and maintain as a
part of its system of accounts, continuing property records
segregated by the year of placement in service, including a list
or inventory of all the units of tangible property used or useful
in the public service, identifying the property by location and
project [SHOWMNG THE CURRENT LOCATION OF THE PROPERTY UNITS BY
DEFINITE REFERENCE TO THE SPECIFIC LAND PARCELS UPON WHICH THE

UNITS ARE LOCATED OR STORED]. The commission may require a
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Alaska Public U tilities Commission
Suggested Wording for HB 300
February 26, 19990

Page 2 of 2

public utility to keep accounts and records in [SUCH] a manner
that shows [AS TO SHOW, CURRENTLY,] the original cost of the
property when first devoted to the public service, and the
current related reserve for depreciation. Each public utility
with annual revenues exceeding $100,000 shall keep continuing

property records.
ASection 2 :
AS 42.05.720(3) is amended to read:

(3) "publicl or "general public" means

(A) a [ANY] group of 10 or more customers that purchase the
service or commodity furnished by a public utility [AS DEFINED IN
IN (4) OF THIS SECTION]; [and]

(B) one or more customers that purchase the service or

. commodity furnished by a public utility for total compensation 4a

y i

gu

exceeding $0,000 annually; and

F j (c) any utility purchasing the product or service or
paying for the transmission of electric energy, natural or
manufactured gas, or petroleum products which are re-sold to a
group included in (A) of this paragraph or which are used to
produce the service or commodity sold to the public by the

utility;
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ALASKA PUBLIC UTILITIES COMMISSION
RESPONSE TO COMMITTEE SUGGESTIONS
ON HB 300*

FEBRUARY 26, 1990

t

Section 1. AS 42.05.461

At the suggestion of Representative Gruenberg, the
Commission reviewed the possibility of rephrasing this section
in "less archaic language” and found it to be problematic. The
Commission believes with the minor editorial changes that are
attached, the existing section clearly states the intended

provisions and addresses Representative Gruenberg's concerns.

Section 2. AS 42.05.720(3)

This section provides for the regulation of anyone
providing utility services to one or more customers within the
service area of another utility. |If this is the intended policy

of the Legislature, the b ill should be redrafted to state this

policy more frontally.

Commissioner Daniel Patrick O'Tierney was out of State and
did not participate in the public meeting in which the Commission

discussed this legislation.
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Alaska Public U tilities Commission
Comments on HB 300

February 26, 1990

Page 2 of 2

Should the Legislature desire an alternative approach
that would be less intrusive to utilities who do not have the
$50,000 gross revenue exemption presently given to telephone and
electric utilities in AS 42.05.711(c), the Commission suggests a
provision that would regulate utilities grossing over $50,000,
regardless of the number of customers they serve. The Commission
believes that this would address the "cherry picking"” or "cream
skimming" concerns of the Alaska Rural Electric Cooperative
Association; would allow the Commission to continue regulating
utilities other than telephone or electric that have a
substantial number of customers, yet gross less than $10,000; and
would preserve the exemptions from economic regulation provided
for in AS 42.05.711. To effect this provision, the Commission
suggests that the attached statutory changes be enacted instead
of those proposed in Section 2 of HB 300. This would preserve
the status quo with respect to small water utilities. It would

also establish a threshold of $0,000 as the maximum that could

be "cream skimmed" by any one skimmer.



Alaska Rural Electric Association

~ ANALYSIS OF HB 300
(Including Amendments proposed by APUC)

Section 1. Continuing Property Records.

Present law requires wutilities to maintain continuing
property records identifying the inventory and value of all
property used in the operation of the utility by "definite refer-
ence to the specific land parcels upon which the units are locat-
ed or stored." Taken literally, the present law requires records
on every bolt and crossarm in the system identified by the legal
description of the land parcel on which it sits. This is essen-
tially impossible to accomplish, and it serves no useful purpose
to maintain such detailed records.

The proposed new language would require the utility to
maintain continuing property records by location and project. As
an example of how this would work, if a utility built a new s5-
mile distribution line, it would record all of the materials
purchased for the project as being part of "Inlet Road Distribu-
tion Project constructed from mile 15 to mile 20 of Inlet Road."
fhis gives both the wutility and the commission the records they
need without complicating the system with unnecessary detail,.
Section 2. Amending Definition of "Public."

This section changes the definition of "public utility"™ by
changing the definition of "public."”

Present law exempts from the definition of public utility an
entity which provides service to fewer than 10 customers. It is

now possible for an independent power producer to provide elec-
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trie service to the largest one or two customers fromthe utility
system. The utility would s till havethe investmentit made to
serve those large consumers which must now be paid for by the
remaining customers. Thelarge customers could experience a
small savings while all other customers experience a large in-
crease in rates. In extreme cases, a small utility could even
lose its feasibility to maintain central station electric serv-
ice .

This proposed amendment of AS 42.05.720(3) would maintain
the exemption for service provided to fewer than 10 customers if
they are located outside the service area certificated to an
existing wutility, but providing service to even one customer
within a service area certificated to an existing utility would
trigger APUC jurisdiction. However, under anothersection of
existing law (AS 42.05.711(e)), such sales would have to exceed
$50,000 per year before they would be regulated by the commis-
sion. If these sales exceed $50,000 in value, the commission
would have to find that such service is in the public interest
before it would be permitted. This would serve to protect the
utility and its customers from hardship caused by a raid on its

service area.
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IN THE HOUSE Ot i e

HOUSE BILL NO. 300
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitledj/"’An Act relating to certain property records main-
( tained by public utilities; and defining ‘public' for
v public utility regulation.”
BE IT ENACTED BY THE LEG RE OF THE STATE OF ALASKA:
* Section 1. AS 42.05.461 is amended to read:

Sec. 42.05.461. CONTINUING PROPERTY RECORDS. The commission may
require a public utility to establish, provide, and maintain as a part
of its system of accounts, continuing property records segregated by
the year of placement in service, including a list or inventory of all
the units of tangible property used or useful in the public service,
identifying the property by location or project [SHOMNG THE CURRENT
LOCATION OF THE PROPERTY UNITS BY DEFINITE REFERENCE TO THE SPECIFIC
LAND PARCELS UPON WHICH THE UNITS ARE LOCATED QR STORED]. The commis-
sion may require a public utilityto keep accounts and records in
[SUCH] a manner that shows [AS TO SHOW], currently, the original cost
of the property when first devoted to the public service, and the
related reserve for depreciation. Each public utility with annual
revenues exceeding $100,000shall keep continuing property records.

* Sec. 2. AS 42.05.720(3) isamended to read:
(3) "public" or "general public" means
(A) a [ANY] group of 10 or more customers that pur-
chase the service or commodity furnished by a public utility and
that is located outside or makes the purchase outside the certif-
icated service area of the public utility; [AS DEFINED IN (4) OF

BEBNSERBRBRREBEELIBEBEREEREB 0 ®m-wo o & wro e
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THIS SECTION; AND]
(B) a person who purchases a utility service or prod-

uct from a public utility and who is located in or makes the
purchase in the certificated service area of the public utility;
and

(C a [ANY] utility purchasing the product or service
or paying for the transmission of electric energy, natural or
manufactured gas, or petroleum products that [WHICH] are re-sold
to a person or group included in (A) or (B) of this paragraph or
that [WHICH] are used to produce the service or commodity sold to
the public by the utility;

2. HBO300A
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STEVECOWPF.R, GOVERNOR

ALASKA PUBLIC UTILITIES COMMISSION

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT .SlLZJ(I)Tll-:- 1OSOT REET
ANCHORAGE ALASKA 99501
February 8, 1990 (907) 276-6

Representative Dave Donley
Alaska State House Legislature
P. 0. Box V

Juneau, Alaska 99811

Dear Representative Donley:

This is In response to your request that the Commission review
HB300 and give its comments.

HB3 00, among other things, was the subject of a special Public
Meeting held by the Commission on January 9, 1990, to allow

the bill's advocate, the Alaska Rural Electric Cooperative
Association to present its views. It was also discussed briefly
at a Public Meeting on February 2, 1990.

The Commission has not taken a position on the legislation but
does note several technical concerns regarding particular word-
ing, content, and possible ramifications.

Section 1 of HB00 would eliminate from continuing property
records (CPRs) certain details regarding the location of public
utility property. This appears to be workable if the "or" in
"identifying the property by location or project..." (line 16)
changed to "and.”" Requiring CPRs to be kept by location and
project without reference to a "specific land parcel” should en-
able any auditor to locate the property.

Section 2 of the b ill would change the definition of "public" so
that any entity providing service to one or more customers would
be subject to the jurisdiction of the Commission. (Under AS
42.05.711(e), entities providing electric or telephone service
would also have to earn gross revenues in excess of $10,000 per
year to be regulated.) The Commission finds that the language
used in sections (A) and (B) to effect this policy change is
cumbersome and confusing. It would be helped, but not totally
cured, by changing the last reference in each section from "the
public utility” to "another public utility."
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The Commission notes several possible problems with the content
of Section 2 and its perceived objectives. Fiist, the bill ap—
pears to seek Commission jurisdiction over electric operations
which are not currently regulated due to their number of cus—
tomers. However, electric utilities with annual gross revenues
of less than $50,000 would still be exempt from regulation.
Second, some thought should be given to the effect of this legis—
lation on all other types of utilities and particularly on small
water utilities operated by residential developers within cer—
tificated service areas of other larger utilities. Third, it 1is
unknown how many entities may currently be operating which would
come under Commission jurisdiction as a result of this bill.

Absent a "grandfather clause,”™ what would be the effect of this
legislation on such entities?

Also, it should be noted that HB300 could have a significant fis—
cal 1impact, depending on the number of entities which would be—
come regulated now or in the future.

IT the Commission can be of further assistance to you in your
deliberations on HB300, please do not hesitate to contact me.

Sincerely

ALASKA PUBLIC UTILITIES COMMISSION

[Peter Sokolov
Chairman

cc: David Hutchens
Executive Director
Alaska Rural Electric
Co-Operative Association
237 East Fireweed Lane
Anchorage, Alaska 99503
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Cramer
2/28/90
Original sponsor(s): Labor & Commerce Committee
IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
CS FOR HOUSE BILL NO. 300 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to certain property records main-

tained by public utilities; and including the custom-
ers of a public utility that has an annual compensa-
tion in excess of $50,000 in the definition of 'pub-
lic'" for public utility regulation.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42.05.461 is amended toread:

Sec. 42.05.461. CONTINUING PROPERTY RECORDS. The commission may
require a public utility to establish, provide, andmaintain as apart
of its system of accounts, continuingproperty recordssegregated by
the yearofplacement in service, including a list or inventory of all
the wunitsof tangible property used or useful inthe public service,
identifying the property by location and project [SHOWING THE CURRENT
LOCATION OF THE PROPERTY UNITS BY DEFINITE REFERENCE TO THE SPECIFIC
LAND PARCELS UPON WHICH THE UNITS ARE LOCATED OR STORED]. The commis-
sion may require a public wutility to keep accounts and records in
[SUCH] a manner that shows [AS TO SHOW, CURRENTLY,] the original cost
of the property when first devoted to the public service, and the
current related reserve for depreciation. Each public utility with
annual revenues exceeding $100,000 shall keep continuing property
records.

* Sec. 2. AS 42.05.720(3) is amended to read:
(3) "public" or "general public" means

(A) a [ANY] group of 10 or more customers that
-1- CSHB 300(L&C)
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purchase the service or commodity furnished by a public utility?
[AS DEFINED IN (4) OFTHIS SECTION; AND]

(B) one orl more customersthat purchase the serviceor
product furnished by a public utility if the total annual compen-
sation received by the utility from all sources exceeds $50,000;
and

(C) a [ANY] wutility purchasing the product or service
or paying for the transmission of electric energy, natural or
manufactured gas, or petroleum products that [WHICH] are re-sold
to a person or group included in (A)or (B) of this paragraph or
that [WHICH] are used to produce the service cr commodity sold to

the public by the utility;

CSHB 300 (L&C) -2-





