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H o u s e  B il l  3 0 0  w i 3 1  a l l o w  a c i t y  t o  a c q u i r e  o w n e r s h i p  o f  a 

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

p u r c h a s i n g  a u t i l i t y  is a n  a l t e r n a t i v e  t o  b u y i n g  t h e  p h y s i c a l  

p l a n t  a n d  o t h e r  a s s e t s  o f  t h e  u t i l i t y .

I n  a d d i t i o n ,  H B  3 0 0  w i l l  p r e v e n t  r a i d s  o n  t h e  l a r g e r  c u s t o m e r s  

o f  t h e  u t i l i t i e s  w i t h o u t  a f i n d i n g  b y  t h e  A l a s k a  P u b l i c  

U t i l i t i e s  C o m m i s s i o n  t h a t  s u c h  d u a l  s e r v i c e  is in t h e  p u b l i c  

i n t e r e s t .  C u r r e n t l y  a n  i n d e p e n d e n t  p o w e r  p r o d u c e r  c a n  c o m e  

i n t o  a s m a l l  c o m m u n i t y  a n d  b e g i n  s e r v i c e  f o r  u p  t o  n i n e  o f  t h e  

l a r g e r  c o m m e r c i a l  a n d  i n d u s t r i a l  c u s t o m e r s .  T h e  u t i l i t y  l o s e s  

t h e  r e v e n u e  f r o m  t h o s e  c u s t o m e r s ,  b u t  i t  s t i l l  m u s t  r e c o v e r  

i t s  c o s t s  i n c u r r e d  t o  b e  a b l e  t o  s e r v e  t h e m .  T h i s  m e a n s  

s u b s t a n t i a l  r a t e  i n c r e a s e s  f o r  e v e r y b o d y  e l s e .  T h e  A P U C  

s h o u l d  h a v e  t h e  a u t h o r i t y  t o  e x a m i n e  t h e s e  s i t u a t i o n s  o n  a 

c a s e - b y - c a s e  b a s i s  a n d  d e t e r m i n e  i f  t h e y  a r e  i n  t h e  p u b l i c  

i n t e r e s t .  P a s s a g e  o f  H B  3 0 0  w i l l  a c c o m p l i s h  t h i s .

SCS for CS for HB 300 (L&C)
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ANALYSIS - FISCAL NOTE FOR CSHB 300 (L&C)

The primary impact of the enactment CS for HB 300 is found in Section 2 of the bill 
which would expand the APUC's jurisdiction by bringing under regulation any 
utility which serves one or more customers if such service produces gross annual 
revenue in excess of $60,000.
While this section has some potential for increasing the number of utilities subject to 
economic regulation, the projected increase is highly speculative. At this time, the 
APUC 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.

6410D/3690a
Page 2 of 2
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CSHB 3 0 0 ( L&C )
HOUSE 3 / 8 / 9 0

A N A L Y S I S  - F I S C A L  N O T E  F O R  C S H B  300 (L&C)

The primary impact of the enactment CS for HB 300 is found in Section 2 of the bill 
which would expand the APUC's jurisdiction by bringing under regulation any 
utility which serves one or more customers if such service produces gross annual 
revenue in excess of $50,000.
While this section has some potential for increasing the number of utilities subject to 
economic regulation, the projected increase is highly speculative. At this time, the 
APUC 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.

6410D/3690a
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M E M Q B M U M

TC: ALASKA SENATE

FROM- DAVID HUTCHENS, ARECA 'O

SUBJECT: SENATE CS FOR CS  FOR H3 300 (L&C)

DATE: MAY 6, 1990

Our Association urges your support for HB 300 and offers the 
following explanation for its provisions.

Section 1 and 2 were added in House Judiciary to assist the City of 
Yakutat. The intent is that by buying the stock and keeping the 
corporate structure intact rather than buying the assets of Yakutat 
Power, the city would be able to continue to defer federal income 
taxes thereby saving on the purchase price.

Section 3 simplifies the record keeping requirements for the 
continuing property records required of all regulated utilities. 
Without this amendment, we are literally required to inventory 
every cross arm and bolt in the system by the legal description of 
the land on which it sits. Because the lines extend across great 
distances rather than being concentrated in a few locations, 
compliance is virtually impossible. This section substitutes a 
workable system and has the support of the APUC.

Section 4 is by far the most important part of the bill in our view.
It has the effect of preventing raids on the larger customers of the 
electric utilities unless there is a finding by the Alaska Public 
Utilities Commission that such dual service is in the public interest. 
Without this amendment to existing law, an independent power 
producer can come into a small community and begin service for up 
to nine of the larger commercial and industrial customers. The 
utility loses the revenue from those customers, but it still must 
recover its costs incurred to be able to serve them. This means



----------------------------------------------------

the authority to examine these situations on a case-by-case basis 
and determine if they are in the public interest. That is what this 
section accomplishes if the consumer is already served by the 
certificated utility.

PROPOSED AMENDMENT We are aware that an amendment has been 
prepared which would have the effect of providing that Section 4 not 
apply to Prudhoe Bay. We have no position on this amendment.

Section 5 would "grandfather" those existing situations in which 
someone other than the certificated utility sells electricity to a 
customer.



A M E N  I) M E N T

O F F E R E D  IN T H E  S E N A T E

TO: SCS CSHB 300(C&RA)

Page 2, l ines  21 - 26:
Delete a l l  m ater ia l .
In s e r t  "(B) one or more customers th a t  purchase e l e c t r i c a l  s e r v i c e 

for use within  an area th a t  is  c e r t i f i c a t e d  to  ̂ an e l e c t r i c  u t i l i t y  thgda

compensation th a t  the e l e c t r i c a l  u t i l i t y  rece ives  fo r  sa les  of e l e c t r i c i t y  
exceeds $50,000; and"

/

-1- 5 / 1 / 9 0
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C ramer

A M E N D M E N T

OFFERED IN THE SENATE
TO: SCS CSHB 300(C&RA)

Page 2, l in e s  21 - 26:
Delete a l l  m a te r ia l .
I n s e r t  "(B) one or more customers th a t  purchase e l e c t r i c a l  se rv ice  

for use w i th in an area th a t  i s  c e r t i f i c a t e d  to an e l e c t r i c  u t i l i t y  th a t  
provides e l e c t r i c a l  serv ice  to r e s i d e n t i a l  consumers i f  the t o t a l  annual 
compensation th a t  the e l e c t r i c a l  u t i l i t y  rece ives  for  sa les  of e l e c t r i c i t y  
exceeds $50,000; and"

-1- 5 / 1 / 9 0



•'WORK DRAFT WORK DRAFT WORK DRAFT

6-1283M
Cramer

o n

Original sponsor(s) : Labor & Commerce Committee

3  bM/9°

IN THE HOUSE BY THE LABOR & COMMERCE COMMITTEE
SENATE CS FOR 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 e n t i t l e d :  "An Act r e l a t in g  to a c q u is i t io n  and ownership of

c a p i t a l  stock of a public  u t i l i t y  by a p o l i t i c a l  
subdivision; r e l a t i n g  to c e r t a in  property  records 
maintained by public  u t i l i t i e s ;  and including the 
customers of a public  u t i l i t y  th a t  has an annual
compensation in excess of  $50,000 in the d e f in i t io n
of 'p u b l ic '  fo r  publ ic  u t i l i t y  reg u la t io n ;  and pro­
viding fo r  an e f f e c t iv e  d a te ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.10.085(a) i s  amended to read:

(a) Except as provided in (c) of t h i s  s e c t io n ,  n e i th e r  [NEITHER] 
the s t a t e  nor a p o l i t i c a l  subdivision of the s t a t e  may ,,

(1) make a su bscr ip t ion  to the c a p i t a l  stock of a corpora­
t ion  ;

(2) lend i t s  c re d i t  fo r  the use of a corpora t ion ;  or
(3) borrow money for  the use of a corporat ion .

* Sec. 2. AS 37.10.085 i s  amended by adding a new subsect ion  to read:
(c) To the ex ten t  that  the p o l i t i c a l  subd iv is ion  i s  authorized

to acqu ire ,  own, or operate  a public  u t i l i t y ,  i t  may exercise  th a t
power by acquiring  and owning, in  a manner c o n s is te n t  with law, a l l  of
the c a p i t a l  stock of a corporation th a t  owns or operates a public
u t i l i t y .  The p o l i t i c a l  su b d iv is io n 's  a u th o r i ty  with respec t  to lend­
ing i t s  c r e d i t  and borrowing money fo r  the use of  the corporation is 
the same as i f  the p o l i t i c a l  subdiv is ion  had acquired the asse ts  of

- 1 -  SCS CSHB 3 0 0 (L&C)
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1 the corporat ion .
* Sec. 3. AS 42.05.461 is  amended to read:

Sec. 42.05.461. CONTINUING PROPERTY RECORDS. The commission may
4 I require  a public  u t i l i t y  to e s t a b l i s h p r o v i d e , and maintain as a part
5 : .or i t s  system of accounts, continuing property records segregated by
6 the year of placement in service,  including a l i s t  or inventory of a l l
7

8 

9

10 

11 

12 ! 

13
i;

14 !i

the u n i t s  of tang ib le  property used or use fu l  in the public  se rv ice ,  
id en t i fy in g  the property by location and p ro jec t  [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 requ ire  a public u t i l i t y  to keep accounts and records in 

i [SUCH] a manner th a t  shows [AS TO SHOW, CURRENTLY,] the o r ig in a l  cost
of the property  when f i r s t  devoted to the public  serv ice ,  and the
current r e la te d  reserve for  dep rec ia t ion .  A public  u t i l i t y  ..with

15 ■ annual revenues exceeding $100,000 s h a l l  keep continuing property
16 ii ,reco rd s .
17 ii * Sec. 4. AS 42.05.720(3) is  amended to read:

II

(3) "public"  or "general publ ic"  means
(A) a [ANY] group of 10 or more customers th a t  pur­

chase the se rv ice  or commodity fu rn ished  by a public u t i l i ty j_  [AS 
DEFINED IN (4) OF THIS SECTION; AND]

(B) one or more customers th a t  purchase or use a 
u t i l i t y  se rv ice  or product in the se rv ice  area of a public u t i l ­
i t y ,  but th a t  purchase the product or serv ice  from an e n t i ty  
o ther  than the public u t i l i t y  c e r t i f i c a t e d  fo r  the serv ice  area,  
i f  the t o t a l  annual compensation received by the e n t i t y  from the 
sa le  of u t i l i t y  products and se rv ices  exceeds $50,000; and

(C) a [ANY] u t i l i t y  purchasing the product or service  
or paying fo r  the transmission of  e l e c t r i c  energy, n a tu ra l  or

SCS CSHB 3 0 0 ( L&C ) ' - 2 -
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1

2

3

4

5

6

7

8 

9

10

11

manufactured gas, or petroleum products that: (WHICH] are re -so ld  
to a person or group included in (A) or (B) of th is  paragraph or 
th a t  [WHICH] are used to produce the serv ice  or commodity sold to 
the public  by the u t i l i t y ;

* Sec. 5. The amendment made to AS 42.05.720(3) by sec. 4 of th i s  Act 
does not apply to an e n t i ty  tha t  was s e l l i n g  a product or se rv ice  to cus­
tomers before the e f fe c t iv e  date of th i s  Act.

* Sec. 6. This Act takes e f fe c t  immediately under AS 01.10.070(c).

12 j!
i!
ii

13 ij

14 i

•I
15 ii

•I

16 l'

17i!

18l

is!

20
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22

23

24

25

26

27

28 

29
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A L A S K A  R U R A L  E L E C T R I C  C O O P E R A T I V E  

A S S O C I A T I O N ,  I N C .

2,17 E. FIRE W E E D  l A N E  • SUITE 301 
A N C H O R A G E ,  A L A S K A  99503 • (907) 276-3235

MIMORANIXJM

TO: Senate Labor and Commerce Committee

FROM: David Hutchens, Executive Director

SUBJECT: Senate CS for CS Tor HB 300 (C&RA)

DATE: April 27, 1.990

Our Association urges your support for HB 300 and offers the following 

explanation for its provisions.

Section 1 and 2 were added in House Judiciary by Representative Peter 

Goli to assist the City of Yakutat. The intent is that by buying the 

stock and keeping the corporate structure intact rather than buying 

the assets of Yakutat Power, the city would be able to continue Lo 

defer federal income taxes thereby saving on the purchase price.

Section 3 simplifies the record keeping requirements for the continu­

ing property records required of all regulated utilities. Without 

this amendment, we are literally required to inventory every cross arm 
and bolt in the system by the legal description of the land on which 

it sits. Because the lines extend across great distances rather than 

being concentrated in a few locations, compliance is virtually impos­

sible. This section substitutes a workable system and has the support 

of the APUC.

Section 4 is by far the most important part of the bill in our view. 

It has the effect of preventing raids on the larger customers of the 

utilities without a finding by the Alaska Public Utilities Commission 

that such dual service is in the public interest. Without this amend­

ment to existing law, an independent power producer can come into a 

small community and begin service for up to nine of the l-'rqer commer­

cial and industrial customers. The utility loses the revenue from 

those customers, but it still must recover its costs incurred to be 

able to serve them. This means substantial rate increases for everv- 

body else. The APUC should have the authority to examine these situa­

tions on a case-by-case basis and determine if they are in the public 

interest. That is what this section accomplishes.

D E M O C R A C Y  IN A C T I O N
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M a y o r  L a r r y  P o w e l l  
C I T Y  O F  Y A K U T A T  
P O  B o x  6
Y a k u t a t ,  A K  9 9 6 8 9  

Re: Y a k u t a t  P o w e r

m m

•MAR 1 2  1990

CITY OF YAKUTAT 
CITY CLERK

D e a r  L a r r y :

P u r s u a n t  t o  o u r  c o n v e r s a t i o n  o f  M a r c h  2, 1990 r I a m
e n c l o s i n g  h e r e w i t h  a p r o p o s e d  a m e n d m e n t  t o  A S  3 7 . 1 0 . 0 8 5  
w h i c h ,  i f  e n a c t e d ,  w o u l d  c l e a r  u p  a n y  q u e s t i o n  a b o u t  
t h e  a b i l i t y  o f  t h e  C i t y  t o  c o n t i n u e  o p e r a t i o n  o f  t h e  
u t i l i t y  c o m p a n y  i n  t h e  c o r p o r a t e  f o r m  r a t h e r  t h a n  
d i s s o l v i n g  t h e  c o r p o r a t i o n .

A c c o r d i n g  t o  J o h n  P a r i s e n a ,  d i s s o l u t i o n  o f  t h e  
c o r p o r a t i o n  w o u l d  r e s u l t  i n  a t a x  o b l i g a t i o n  o f  
a p p r o x i m a t e l y  $ 1 3 7 , 0 0 0 .  S h e l b y  S t a s t n y  h a s  l o o k e d  i n t o  
t h e  m a t t e r  a n d  c o n c l u d e d  t h a t  t h e  C i t y  c o u l d  m a i n t a i n  
t h e  t a x  e x e m p t  s t a t u s  o f  t h e  c o r p o r a t i o n  u n d e r  t h e  
I n t e r n a l  R e v e n u e  C o d e  s o  l o n g  a s  t h e  i n c o m e  a c c r u e s  t o  
t h e  s t a t e  o r  a p o l i t i c a l  s u b d i v i s i o n .  S i n c e  a l l  o f  t h e  
p r o j e c t  r e v e n u e s  w o u l d  b e  p l e d g e d  t o  p a y m e n t  o f  t h e  
b o n d s  or, t o  t h e  e x t e n t  o f  a n y  e x c e s s ,  c a n  b e  p a i d  t o  
t h e  C i t y ,  d i s s o l u t i o n  is n o t  r e q u i r e d  to a v o i d  

t a x a t i o n .  A d d i t i o n a l l y ,  s i n c e  t h e  C i t y ,  n o t  t h e  
c o r p o r a t i o n ,  w i l l  b e  t h e  i s s u e r  o f  t h e  b o n d s ,  t h e i r  t a x  
e x e m p t  s t a t u s  is n o t  i n  j e o p a r d y  a c c o r d i n g  t o  t h e  
i n f o r m a t i o n  f r o m  b o n d  c o u n s e l  f o r  t h e  b o n d  ban k .

I a m  a l s o  e n c l o s i n g  a m e m o r a n d u m  w h i c h  s e t s  o u t  t h e  

j u s t i f i c a t i o n  f o r  t h e  a m e n d m e n t ,  a s  w e l l  a s  an o p i n i o n  
t h a t ,  w h e t h e r  t h e  s t a t u t e  i s  a m e n d e d  o r  not, i t  is n o t  
v i o l a t e d  b y  C i t y  o w n e r s h i p  o f  t h e  s t o c k .  H o w e v e r ,  b o n d



M a y o r  L a r r y  P o w e l l  
C I T Y  O F  Y A K U T A T  
P a g e  T w o  
M a r c h  8, 1 9 9 0

c o u n s e l  m a y  b e  n e r v o u s  a b s e n t  a  c o n c r e t e  o p i n i o n  f r o m  
t h e  c o u r t ,  a n d  a m e n d m e n t  o f  t h e  s t a t u t e  w o u l d  c l e a r  u p  
a n y  d o u b t .

P l e a s e  l e t  m e  k n o w  i f  y o u  h a v e  f u r t h e r  q u e s t i o n s .

S i n c e r e l y ,

J S H : j p



^ I
M a r c h  1 3 .  1 9 9 0  1.

T h e  H o n o r a b l e  R i c h a r d  D l i a s o n  
Rm .  4 1 7 ,  C a p i t o l  
P.O. B o x  V 
J u n e a u ,  AK .  9 9 8 1 1

D e a r  D i c k :

P l e a s e  r e v i e w  t h e  e n c l o s e d  l e t t e r  c i t i n g  t h e  n e c e s s i t y  t o r  
i n t r o d u c i n g  l e g i s l a t i o n  t o  r e m e d y  a  s i t u a t i o n  t h a t  i s  
p r e s e n t l y  w o r k i n g  a d v e r s e l y  a g a i n s t  t h e  C i t y  o r  Y a k u t a  
o u r  e f f o r t s  t o  p u r c h a s e  t h e  Y a k u t a t  P o w e r  C o .  I t  m a y  
c r e a t e  p r o b l e m s  f o r  o t h e r  p u b l i c  e n t i t i e s  m  s i m i l a r  
s i t u a t i o n s .

O u r  r e q u e s t  i s  t h a t  a  v e r y  b a s i c  b i l l  s u g g e s t e d  l a n g u a g e  i s  
i n c l u d e d  i n  t h e  a t t a c h m e n t )  b e  i n t r o d u c e d  a t  t h e  e a r l i e s t  
p o s s i b l e  t i m e  f o r  t h e  L e g i s l a t u r e ' s  c o n s i d e r a t i o n .

C a l l  a t  y o u r  e a r l i e s t  c o n v e n i e n c e  s h o u l d  a d d i t i o n a l  
i n f o r m a t i o n  o r  j u s t i f i c a t i o n  b e  r e q u i r e d .

B e s t  r e g a r d s

L'apvy P o w e l l , M a y o r
tyit y  oX  Y a k u t a t

• /  /
c c :  P e t e r  G o l l ,  R e p r e s e n t a t i v e

e n c l o s u r e

>u 
(1



CITY of YAKUTAT
p.o. Box a

Y A K U T A T ,  A L A S K A  9 9 8 8 9  

( 9 0 7 )  7 8 4 * 3 3 2 3

A p r i l  10, 1 9 9 0

H o n o r a b l e  R i c h a r d  E l i a s o n  
A l a s k a  S t a t s  L e g i s l a t u r e  
P.O. B o x  V  (MS 3 1 0 0 )  

J u n e a u ,  A l a s k a  9 9 8 1 1  ,

F i r s t  l e t  me t h a n k  y o u  f o r  m o v i n g  a h e a d  w i t h  L e g i s l a t i o n  

(S B # 5 3 2 ) w h i c h  w i l l  be e x t r e m e l y  h e l p f u l  to t h e  c o m m u n i t y  of 
Y a k u t a t  a n d  p r o b a b l y  o t h e r s  as w e l l .

I
T h e  l o c a l  p o w e r  u t i l i t y  ( Y a k u t a t  P o w e r  C o . ) in Y a k u t a t  is 
b e i n g  sold. M o s t  Y a k u t a t  r e s i d e n t s  f e e l  t h a t  l o c a l  
o w n e r s h i p  is h i g h l y  d e s i r a b l e  in k e e p i n g  p o w e r  r a t e s  a t  t h e  
l o w e B t  p o s s i b l e  r a t e  ( p r e s e n t l y  avg. 21 c e n t s \ k w . ) f o r  t h e  
l o n g  t e r m .  I t  a p p e a r s  t h a t  t h e  m u n i c i p a l i t y  is the o n l y  

p a r t y  c a p a b l e  of s u c h  a p r o p o s i t i o n .

H o w e v e r ,  a g a i n  i n  t h e  i n t e r e s t  of k e e p i n g  t h e  r a t e s  at the 

l o w e s t  p o s s i b l e  l e v e l ,  it is h i g h l y  d e s i r a b l e  to m a i n t a i n  
t h e  c o r p o r a t i o n  a n d  a v o i d  t h e  a r e n a  of t a x a t i o n  a s s o c i a t e d  
w i t h  t h e  d i s s o l u t i o n  of a " c o m p a n y " .  S i n c e  t h i s  is 
t e c h n i c a l l y  c o n t r a r y  to s t a t e  l a w  a n d  we h e s i t a t e  to c r e a t e  
a n y  a p p r e h e n s i o n  o n  t h e  p a r t  of t h e  A l a s k a  B o n d  B a n k  
A u t h o r i t y  o r  t h e  C i t y s '  b o n d  c o u n s e l ,  i t  s e e m B  l o g i c a l  t h a t  
a m e n d m e n t  of t h e  s t a t u e  w o u l d  c l e a r  u p  a n y  d o u b t .

W e  f e e l  t h a t  s t a b l e  p o w e r  r a t e s  a r e  a k e y  to a h e a l t h y  l o c a l  
e c o n o m y  a n d  y o u  c a n  h e l p  s u p p o r t i n g  t h i s  L e g i s l a t i v e  
a m e n d m e n t .



P l e a s e  r e v i e w  t h e  a t t a c h e d  l e t t e r  w h i c h  g o e s  i n t o  d e t a i l  o n  
t h e  j u s t i f i c a t i o n  f o r  o u r  r e q u e s t .

T h a  C i t y  of Y a k u t a t  p r e s e n t l y  h a a  an a p p l i c a t i o n  b e f o r e  the  

B o n d  B a n k  A u t h o r i t y  a n d  the A . P . U . C ,  ln t h i s  m a t t e r .

B e s t  R e g a r d s ,

S r
/  /  I ^ r r y ^ o w e l l  

layor



M E M O R A N D U M

T O L a r r y  P o w e l l

F R O M : J o h n  S. H e d l a n d

DATE: M a r c h  8, 1990

1. P r o p o s e d  s t a t u t o r y  c h a n g e .

A S  3 7 . 1 0 . 0 8 5  i s  a m e n d e d  b y  t h e  a d d i t i o n  o f  s u b s e c t i o n

(c) T o  t h e  e x t e n t  t h a t  t h e  p o l i t i c a l  s u b d i v i s i o n  
i s  a u t h o r i z e d  t o  a c q u i r e ,  o w n ,  o r  o p e r a t e  a p u b l i c  
u t i l i t y ,  i t  m a y  e x e r c i s e  t h a t  p o w e r  by a c q u i r i n g  
a n d  o w n i n g ,  i n  a m a n n e r  c o n s i s t e n t  w i t h  law, a l l  
o f  t h e  c a p i t a l  s t o c k  o f  a  c o r p o r a t i o n  t h a t  o w n s  o r  
o p e r a t e s  a  p u b l i c  u t i l i t y ,  a n d  t h e  p o l i t i c a l  
s u b d i v i s i o n ' s  a u t h o r i t y  w i t h  r e s p e c t  to l e n d i n g  
i t s  c r e d i t  a n d  b o r r o w i n g  m o n e y  f o r  t h e  u s e  o f  s a i d  
c o r p o r a t i o n  s h a l l  b e  t h e  s a m e  a s  i f  t h e  p o l i t i c a l  
s u b d i v i s i o n  h a d  a c q u i r e d  t h e  a s s e t s  o f  s a i d  
c o r p o r a t i o n .

2. J u s t i f i c a t i o n .

A S  3 7 . 1 0 . 0 8 5  a s  c u r r e n t l y  w r i t t e n  s t a t e d  a s  f o l l o w s :

S e c .  3 7 . 1 0 . 0 8 5 .  F i n a n c i a l  a i d  t o  c o r p o r a t i o n s  b y  
s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n . (a) N e i t h e r  t h e  
s t a t e  n c r  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e  m a y

(1) m a k e  a  s u b s c r i p t i o n  t o  t h e  c a p i t a l  s t o c k  
o f  a c o r p o r a t i o n ;

(2) l e n d  i t s  c r e d i t  f o r  t h e  u s e  o f  a c o r p o ­
r a t i o n ;  o r

(3) b o r r o w  m o n e y  f o r  t h e  u s e  o f  a c o r p o ­
r a t i o n .

(b) T h i s  s e c t i o n  d o e s  n o t  a p p l y  t o  d e b t  i s s u e d  b y  
a  m u n i c i p a l i t y  o r  a m u n i c i p a l  j o i n t  i n s u r a n c e  
a r r a n g e m e n t  u n d e r  A S  2 1 . 7 6 . 1 2 0 .

The purpose of the amendment is  to  make i t  c lear  th a t  a munic­
i p a l i t y  may exercise  i t s  power to  own and operate a publ ic

(c) a s  f o l l o w s :

u t i l i t y  b y  acquiring the stock in a c o r p o r a t i o n  that owns and



operates a public utility, and is n o t  r e s t r i c t e d  to a c q u i r i n g  the 

assets of the company, a n d  that it m a y  finance a c q u i s i t i o n  o r  

o p e r a t i o n  of the c o m p a n y  in the same m a n n e r  as if it o w n e d  the 

assets directly. If a m u n i c i p a l i t y  is required to a c q u i r e  the 

assets, rather than the stock, of a p ublic utility c o m p a n y ,  the 

assets m u s t  be s o l d  by t h e  corpor a t i o n  or the cor por a t i o n  m u s t  be 

dissolved. In e i t h e r  case, assuming that the fair m a r k e t  v a l u e  

of the assets ( p r e s u m p t i v e l y  the p u r c h a s e  price) e x c e e d s  the 

c o r p o r a t i o n ' s  d e p r e c i a t e d  basis in the assets, a s u b s t a n t i a l  tax 

l i a b ility will a r i s e  that  m u s t  u l t i m a t e l y  be borne by the m u n i c­

ipality, either t h r o u g h  p a y m e n t  of the tax or an i ncrease in the 

p u r c h a s e  price. T h e r e  is no j u s t i f i c a t i o n  for i m p o s i n g  t h i s  

u n n e c e s s a r y  e x p e n s e  u p o n  the mu nici p a l i t y ,  since m u n i c i p a l  

o w n e r s h i p  of the stock, rather t h a n  the assets, of a p u b l i c  

u t i l i t y  company d o e s  n o t  contrav ene a n y  p oli cy under A l a s k a  l a w  

r e l a t i n g  to e ither m u n i c i p a l i t i e s  or utilities.

I do n o t  b e l i e v e  that e n a c t m e n t  of the p r o p o s e d  a m e n d­

me n t  w o u l d  change the subst a n t i v e  l aw o f  Alaska. AS 3 7 . 1 0 . 0 8 5  as 

p r e s e n t l y  w r i t t e n  does not, in ray view, p r o h i b i t  a m u n i c i p a l i t y  

from acquiri ng a l l  of the capital stock of a p u b l i c  u t i l i t yI
V

company. However, u n d e r  the strictures applic able to the s a l e  of 

m u n i c i p a l  bonds, b o n d  c o u n s e l  for e i t h e r  the m u n i c i p a l i t y  o r  the 

A l a s k a  M u n i c i p a l  B o n d  B a n k  m a y  raise q u e s t i o n s  about the a u t h o r i­

ty of the m u n i c i p a l i t y  to acquire the stock in a p u blic u t i l i t y  

company, w i t h  the c o n s e q u e n c e  that the bonds m a y  not b e  m a r k e t­

able. T he p r o p o s e d  a m e n d m e n t  is d e s i g n e d  to e l i m i n a t e  t h a t  

problem.
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It is c l e a r  that the e v i l  a t  which A S  37.10.085 is 

d i r e c t e d — d i v e r t i n g  public funds to private p u r p o s e s — is not 

p r e s e n t  w h e n  a m u n i c i p a l i t y  a c q u i res, through a stock a c q u i s i­

tion, a p ublic u t i l i t y  that it m a y  lawfull y acquire through an 

a s s e t  acquisition. In W r i g h t  v. C i t y  of Palmer, 468 P . 2d 326 

(Alaska 1970) , the court upheld the issuance of m u n i c i p a l  bonds

i

to be used to finance i nd ustrial s i t e s  to be leased tc private

companies. The c o u r t  charac t e r i z e d  t h e  statute as one

w h i c h  pro hi b i t s  either the state or a politic al 
s u b d i v i s i o n  to lend its c r e d i t  for the use of a 
p r i v a t e  corporation, o r  to b o r r o w  money for the 
use of a private c o rpor ation. . . .  We think t h a t  
the q u e s t i o n  of w h e t h e r  the p ublic credit is being 
p l e d g e d  for a private p u r p o s e  is also c o m p r e h e n d e d  
u n d e r  the broader q u e s t i o n  of whether a p ublic  
p u r p o s e  is served by the b o n d  issue and plan for 
its expenditure. . . . (Emphasis a d d e d ) . 468
P . 2d at 328-29.

In State, ex rel. J o h n s o n  v. Consumers Public Power 

D i s t r i c t , 10 N . W . 2d 784 (Neb. 1943) , the court was c o n f r o n t e d  

w i t h  a N e b r a s k a  c o n s t i t u t i o n a l  p r o v i s i o n  which p r o v i d e d  that "no 

city, county, town, precinct, m u n i c i p a l i t y ,  or other subdivision, 

o f  the state, s h a l l  ever become a subscriber to the capi tal 

stock, or o w n e r  of such stock, or a n y  p o rtion or interest the rein 

off, any railroad, or private co rpo r a t i o n ,  or association." The 

case i nvolved the legality of the p u b l i c  power distri c t ' s  a c q u i­

sition of all of the common stock o f  an electric power company, 

for purposes of d i s s o l v i n g  it and acquiri ng its assets. The 

court stated as follows:

Even if respo n d e n t  is a p o l i t i c a l  subdivision of 
the state . . . [the c o n s t i t u t i o n a l  provision] has 
no a p p l i c a t i o n  under the circumstances. This 
p r o v i s i o n  of our C o n s t i t u t i o n  must be cons trued



w i t h  r e f e r e n c e  to the e v i l s  it was intended to 
c o r r e c t  or prevent. It w a s  intended to p r o h i b i t  
any s u b d i v i s i o n  o f  the s t a t e  from entering into 
p r i v a t e  b u s i ness b y  b e i n g  a s s o c i a t e d  as a s t o c k­
holder, or being a partner, or a part owner, in a 
p r i v a t e  b u s iness v e n t u r e  o r  enterprise. . . .
[The c o n s t i t u t i o n a l  pr ovis i o n ]  was never intende d  
to p r o h i b i t  a p u r c h a s e  b y  a subdivision of the 
state of all the c a p i t a l  stock of a corporation 
s o l e l y  for the p u r p o s e  o f  lawfully acquiring the 
p h y s i c a l  p r o p e r t y  o f  s u c h  c o r p o r a t i o n  for a public  
use, c o n s t i t u t i o n a l l y  d e f i n e d  and lawfully a u­
tho r i z e d  by the l e g i s l a t u r e .  10 N . W . 2d at 794.

It is clear t h a t  t h e " Y a k u t a t  P o w e r  a c q u i s i t i o n  does not place the 

City in the p o s i t i o n  of i n v e s t i n g  in a private bus iness v e n t u r e  

or enterprise, a n d  the same r e a s o n i n g  should apply here.

A c q u i s i t i o n  of s t o c k  t h a t  h a s  already b e e n  issued, fro m 

an  existin g s hareholder, d o e s  not c o n s t i t u t e  m aki ng a " s u b s c r i p­

tion" to the s tock of the c o r p o r a t i o n .  As the court n o t e d  in

Sprague v. S t r a u b , 451 P . 2d 49, 52 (Ore. 1969):

T h e  d i s t i n c t i o n  b e t w e e n  a s u bscription to stock 
and a p u r c h a s e  of s t o c k  is w e l l  established. The 
t e r m  s u b s c r i p t i o n  is ordinar.-ily u s e d  to refer to 
an a g r e e m e n t  to p u r c h a s e  s t o c k  in a prospe c t i v e  
c o r p o r a t i o n  to b e  o r g a n i z e d  in the future; it is 
to be c o n t r a s t e d  w i t h  t h e  p u r chas e of the stock
o f  an e x i s t i n g  c o r p o r a t i o n .

The court c i t e d  A s t o r i a  & S.C.R. Co. v. H i l l , 25 Pac. 379 (Ore.

1890); C o m m e r c i a l  State Ba nk v. E i l e r s , 264 Pac. 452 (Ore. 1928).

i*
The A l a s k a  s t a t u t e  m u s t  t h e r e f o r e  be d i s t i n g u i s h e d  from sta tutes 

or c o n s t i t u t i o n a l  p r o v i s i o n s  in o t h e r  states wh ich p r o h i b i t  the 

state or m u n i c i p a l i t y  from 'becoming a stockholder in a n y  . . .

corporation'. (S e e , §9 A r t i c l e  XI, O r e g o n  Constitution); b e i n g  

"directly or i n d i r e c t l y  the o w n e r  of, a n y  stock or bonds of a n y  .

- . c o r p o r a t i o n  (New J e r s e y  C o n s t i t u t i o n ,  Art. VIII, §111, 12), s e e ,
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W h e l a n  v. N. J. Power & L i g h t  C o . , 212 A . 2d 136 , 139-40 (N.J.

1965); "subscribe to, or be i n t e r e s t e d  in the stock of any . . .

c o rpo ration" (Oregon C o n s t i t u t i o n ,  Article XI, §6); "become a 

s t o c k h o l d e r  in any . . . c o r p o r a t i o n  (original Ohi o Constitut ion, see, 

S p r a g u e  v. S t r a u b , s u p r a , 451 P . 2d at 54. Indeed, AS 

3 7 . 1 3 . 1 2 0 ( j ) (18) expressly a u t h o r i z e s  the investment of p e r m a n e n t  

f u n d  m o n e y  in "preferred a n d  c o m m o n  stock of c o r p o r a t i o n s  

i n c o r p o r a t e d  in the U nite d S t a tes".

Since a c o r p o r a t i o n  w h o l l y  o w n e d  by the m u n i c i p a l i t y  is 

n o t  a "private corporation" w i t h i n  the court's interpret ation of 

A S  37.10.085, municipal f i n a n c i n g  activities do not violate the 

p r e s c r i p t i o n  against l e n d i n g  c r e d i t  or borrowing money in a i d  of 

a corporation. Even if s u c h  a c o r p o r a t i o n  were treated as a 

p r i v a t e  one, the issuance o f  r e venue bonds to be repaid s o l e l y  

v i a  a pledge of revenue e a r n e d  t h r o u g h  corporate operations w o u l d  

n o t  amount to a pledge of p u b l i c  credit. W right v. C i t y  of 

P a l m e r , s u p r a , 468 P . 2d a t  329, n. 4; Miles v. City of E u g e n e .

451 P . 2d 59, 62 (Oregon 1969); ("Likewise, the proposal in t h i s  

c a s e  w o u l d  riot come w i t h i n  t h e  c o n s t i t u t i o n a l  prohibition a g a i n s t  

r a i s i n g  m o n e y  or lending c r edit. M o n e y  coming from revenue b o n d s  

arid not from tax money does n o t  fall w i t h i n  the prohibition.")

- 5 -
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ALASKA PUBLIC UTILITIES COMMISSION

COMMENTS ON 8 B  5 3 2

A p r i l  9 *  1 9 9 0

T h a  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  s u p p o r t s  e n a c t m e n t  o f  
S B  5 3 2 .  A a  d r a f t e d ,  t h i s  b i l l  w i l l  a l l o w  m u n i c i p a l i t i e s  t o  a c ­
q u i r e  t h e  c a p i t a l  s t o c k  o f  a  u t i l i t y  a n d  s h o u l d  r e s u l t  i n  e s s e n ­
t i a l l y  t h e  s a m e  o w n e r s h i p  s t r u c t u r e  a s  t h a  m o r e  r o u t i n e l y  u s e d  
m e t h o d  o f  u t i l i t y  a s s e t  p u r c h a s e .  T h e  A P U C  d o e s  n o t  p e r c e i v e  a n y  
d i f f e r e n c e  i n  i t s  c o n s i d e r a t i o n  o f  a  t r a n s a c t i o n  p u r s u a n t  t o  S B  
5 3 2  a n d  t h a t  o f  t h e  t y p i c a l  a s s e t  a c q u i s i t i o n s  w h i c h  a r e  p r e s e n t ­
e d  f o r  C o m m i s s i o n  r e v i e w .

H E C E I V E D  

A P R  0 3 1990
OFFICE o f  t h e

C O M M IS S IO N ER
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A L A S K A  P U B L I C  UTILITIES C O M M I S S I O N

DEPARTMENT OF COMMERCE ANO ECONOMIC DEVELOPMENT

H a r c h  16, 1990

File: HD 300

D avid Hutchens, E x e c u t i v e  D i r e c t o r  
A l a s k a  R u r a l  E l e c t r i c

C o o p e r a t i v e  A s s ociation, Inc.
237 E. F.lreweed Lane, Suite 301 
A nchor a g e ,  A l a s k a  99503

Dear Hr. Hutchens:

With r e f e r e n c e  to y o u r  i n q uiry r e g a r d i n g  House Bill No. 300, 
the the F e b ruary 28, 1990, c o m m i t t e e  s u b s t i t u t e  v e r s i o n  of 
that b i l l  includes the s u g g e s t i o n s  and w o r d i n g  p r o p o s e d  by 
the C o m m i s s i o n  on F e b r u a r y  26, 1990. As to the C o m m i s s i o n ' s  
e n d o r s e m e n t  of the bill, the C o m m i s s i o n  supports S e c t i o n  1 
of the r e v i s e d  bill r e g a r d i n g  the  c h a n g e s  to conti n u i n g  
p r o p e r t y  r e cord requi r e m e n t s .

As to S e c t i o n  2, the C o m m i s s i o n  c e r t a i n l y  a p p r e c i a t e s  the 
p r o p o n e n t s '  r a t i o n a l e  for r e g u l a t i n g  e n t i t i e s  w i t h  fewer 
t h a n  10 c u s t o m e r s  b u t  e a r n i n g  g r o s s  r e v e n u e s  of m o r e  than 
$ 5 0,000 annually. R e g u l a t i o n  w o u l d  c o n t r o l  the a c t i v i t i e s  
of p o t e n t i a l  c o m p e t i t o r s  that m a y  d i v e r t  l ucrative c u s t o m e r s  
from e s t a b l i s h e d  u t i l i t i e s .  However, t h e  C o m m i s s i o n  
b e l i e v e s  t h a t  the p o l i c y  of w h e t h e r  such r e g u l a t i o n  s h o u l d  
be e f f e c t e d  and w h e t h e r  it s hould  a pply to all u t i l i t i e s  is 
b e s t  le ft to the d i s c r e t i o n  of the Legislature. Therefore, 
the C o m m i s s i o n  has no p o s i t i o n  on S e c t i o n  2 of CS HB300.

S i n c e r e l y

P e t e r  S o k o l o v  
C h a i r m a n



M
'

tr-
E&

NAY or 'SO 10:17 HAN* lEYELOPME/IT4

A R C T I C  U T I L I T I E S ,  I N C .  
4 7 0 6  HARDING D R IV E  

ANCHO RA GE, ALASKA 9 9 5 1 7  
( 9 0 7 )  2 4 9 - 3 0 3 0

May 7, 1990

Senator Richard I. Eliason 
Chairman
Senate Labor and Commerce Committee 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99B11

Dear Senator Eliason:

I am writing again regarding HB 300. I understand that an 
amendment has been offered on the floor which would limit the 
effects of HB 300 to electric utilities serving "RESIDENTIAL” 
customers-.

This amendment would serve to exclude one utility in the state 
from the legislation, Arctic Utilities, Inc., since our 
certificated area at Pr.udhoe Bay has only commercial customers at 
this time. j

As I testified earlier, to single out Arctic Utilities is 
basically unfair. The same potential threat of an unregulated 
business coming in to a certificated, regulated utilities area 
and picking off large commercial customers. In fact, It is 
obvious from the testimony before your committee last Friday, 
that such a plan has been devised by the local gas utility at 
Prudhoe Bay and an entity that recently purchased a surplus camp.

This approach of "high grading" a few large commercial customers 
by offering cut rates, which cannot be met by the regulated 
utility could devastate the only business in the state which 
would be left unprotected by the proposed amendment, I believe, 
as you indicated at the Friday hearing, that such an exception to 
the laws governing utilities in Alaska would be more properly 
handled by the APUC, which is set up to weigh the economic, 
safety, customer service, and public necessity c f :various 
approaches to providing reliable electric service in ,specific 
areas of Alaska.

i
Thank you very much for considering Arctic Utilities' position.
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M E M O R A N D U M March 20 , 1990

POUCH Y SEATS CA P I IO l  
JUNEAU AlASKA 0 9 8 11 

”07 J o 5  J800

SUBJECT:

TO:

FROM:

P o l i t i c a l  s u b d i v i s i o n  ow ne rsh ip o f 
c a p i t a l  s to c k  i n  a p u b l i c  u t i l i t y  
(Work O rde r No. 6 -2371 )

S ena to r D ic k E l ia s o n , C h a i r 
Labo r & Commerce Comm ittee

Te resa B. Cramer 
L e g i s l a t i v e  Counse l

You have asked f o r  a b r i e f  e x p la n a t io n  o f th e  e f f e c t  o f W.O. 
6 -2371 .

S e c t io n  2 o f  th e  b i l l  a l lo w s a c i t y  o r o th e r p o l i t i c a l  sub­
d i v i s i o n  to  buy th e s to c k  o f a p u b l i c  u t i l i t y  i n  o rd e r to  
a c q u i r e  ow ne rsh ip o f th e  u t i l i t y  i f  th e  p o l i t i c a l  s u b d i v i ­
s io n  i s  a u th o r i z e d  by o th e r law t o  own o r o p e ra te  a u t i l i t y .  
T h is  i s  an a l t e r n a t i v e  to  b u y in g th e u t i l i t y  by b u y in g th e 
p h y s i c a l p l a n t and o th e r a s s e ts o f  th e  u t i l i t y .  The b i l l  
does n o t add ress what th e c i t y  does w i t h  th e  c o rp o ra te  
s t r u c t u r e  o f  th e  p u b l i c  u t i l i t y  a f t e r  a c q u i r i n g  the s to c k .

I f  I  may be o f f u r t h e r  a s s is ta n c e , p le a s e  a d v is e .

TBC:gc 
/G1 4 /0 02



NORGASCO, INC.
8740 Hartzell Rd. Anchorage, Alaska 99507 (907)344-6742

A p r i l  2 5 ,  1 9 9 0

S e n a t o r  R i c h a r d  I .  E l i a s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
PO B o x  V (MS 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  E l i a s o n ,

I  a m  w r i t i n g  t o  e x p r e s s  m y  c o n c e r n  a b o u t  CS HB 3 0 0 .  T h i s  
b i l l ,  i f  i t  b e c o m e s  l a w ,  m a y  h a v e  s u b s t a n t i a l  a n d  d e t r i m e n t a l  
r a m i f i c a t i o n s  f o r  N o r g a s c o .

F o r  t h i s  r e a s o n ,  I  r e q u e s t  t h a t  y o u  h o l d  p u b l i c  h e a r i n g s  o n  
t h e  b i l l  a n d  a d v i s e  m e  o f  t h e  s c h e d u l e  s o  I  m a y  m a k e  p l a n s  t o  
a t t e n d .

S i n c e r e l y ,

R a y i t f o n d  R .  L a t c h e m  
P r e s i d e n t

P a g e  1
R R L .4 2 2 / m m n



N O R G A S C O ,  I N C .

8740 Hartzell Rd. Anchorage. Alatka 99507 (907)344-6742

April 30, 1990

S e n a t o r  R i c h a r d  I .  E l i i a s o n  
HAND D ELIVERED

D e a r  s e n a t o r  E l l i a s o n ,

I  h a v e  b e e n  i n  c o n t a c t  w i t h  t h e  p r o p o n e n t s  o f  t h e  C&RA 
s u b s t i t u t e  f o r  HB 3 0 0  a n d  w e  h a v e  r e a c h e d  a  c o m p r o m i s e .

O u r  b a s i c  p r o b l e m  w i t h  t h e  CS i s  t h a t  i t  e f f e c t s  e x i s t i n g  a n d  
p l a n n e d  o p e r a t i o n s  i n  t h e  P r u d h o e  B a y  a r e a .  T h i s  w a s  n o t  t h e  
i n t e n t  o f  t h e  p r o p o n e n t s .

I  u r g e  y o u  n o t  t o  l e t  t h e  b i l l  o u t  o f  c o m m i t t e e  w i t h o u t  t h e  
f o l l o w i n g  l a n g u a g e  i n c o r p o r a t e d ;

(B) one or more  customers that p u r c h a s e  electrical

s e r v i c e  f o r  u s e  w i t h i n  a n  a r e a  s o u t h  o f  t h e  6 8 t h  p a r a l l e l

which is cert if i c a t e d  to an e l e c t r i c  utility, p r o v i d e d  that

t h e  t o t a l  a n n u a l  c o m p e n s a t i o n  r e c e i v e d  f o r  s u c h  s a l e s  e x c e e d

$ 5 0 . 0 0 0 ;  a n d

i  i n t e n d  t o  t e s t i f y  o n  t h e  b i l l  b y  t e l e c o n f e r e n c e  f r o m  
A n c h o r a g e  t o d a y  a t  3 ; 3 0  pm  a n d  i f  n e e d e d ,  w e  c a n  h a v e  o t h e r s  
t e s t i f y  a s  w e l l .  P l e a s e  l e t  m e  k n o w  a s  s o o n  a i  p o s s i b l e  i f  
y o u  f e e l  w e  s h o u l d  h a v e  o t h e r s  t e s t i f y .

President



S e n a t e  C S  f o r  C S  f o r  I IB 3 0 0  ( C R A )

Amend S e c t i o n  A, L i n e s  21 t h r ou gh  26, by d e l e t i n g  a l l  o f  t h e  Language  
and r e p l a c i n g  i t  W L t h  t h e  f o l l o w i n g :

(B ) o n e  o r  more  c u s t ome r s  t h a t  p u r c h a s e  e l e c t r i c a l  s e r v i c e  

f o r  u s e  w i t h i n  an a r e a  s o u t h  o f  t h e  60th p a r a l l e l  wh i c h  i s  c e r t i f i c a t ­

ed t o  an e l e c t r i c  u t i l i t y , p r o v i d e d  t h a t  t h e  t o t a l  a nnua l  c o mp e n s a t i on

r e c e  i v e d  f o r  s uch s a  l e s  e x c e e d S50,000; and
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M Is M O R A N D U M A p r i l  3 0 ,  1 9 9 0

S U B J E C T :

T O :

F R O M :

P r o p o s e d  a m e n d m e n t  t o  S C S  CSHB 3 0 0  (C&RA) 
( D e f i n i t i o n  o f  c u s t o m e r  f o r  p u b l i c  u t i l i t y  
r e g u l a t i o n )

S e n a t o r . „ D i c k  E l i a s o n
C h a i r ,  S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e

JT e r e s a  B .  C r a i n e r  
L e g i s l a t i v e  C o u n s e l

You have asked whether an amendment proposed for the. above­
referenced committee sub stitu te ra ises constitu tional issu es . 
The amendment treats public u t i l i t i e s  d ifferen tly  depending 
on whether the u t i l i t y  is  located north or south of the 68th 
p a ra lle l. In my opinion, the amendment is  probably vulnerable 
to challenge under the equal protection clause.
In Barber v. Anchorage, 776 P .2d 1035, (Alaska 1989), the 
sta te  supreme court set out the standard of review under the 
sta te  equal protection clause. Under the minimum lev e l of 
con stitu tion a l review, appropriate for th is  kind of business 
regulation, there must be a substantia l relationship between 
legitim ate le g is la t iv e  goals and the means chosen to achieve 
those goals. Id. at 1039. The s ta te 's  in terest in using 
the d iv ision  of- u t i l i t i e s  according to whether they are 
located north or south of the 68th p ara lle l must outweigh a 
u t i l i t y ' s  in terest in being exempt from APUC regulation.
I t  seems possib le that the evidence would show that th is  
means of dividing u t i l i t i e s  f a i l s  to include many u t i l i t i e s  
south of the 68th p a ra lle l that face comparable d if f ic u lt ie s  
in providing service to those faced by u t i l i t i e s  north of 
that p a r a lle l. I f  th is  is  the case, the d iv ision  of u t i l i t i e s  
into c lasses could be held to f a i l  to meet the substantial 
relationsh ip  te s t  because i t  was underinclusive and there­
fore to v io la te  the equal protection clause.
I f  I m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

TC: lmb 
LI 0/095



H O U S E  BILL 300 

" A cqu isition of capital s t o c k  of a p ublic utility"

S e c t i o n s  1 and 2 of H B  300 will  a l l o w  a city to acquire  

o w n e r s h i p  of a public u t i l i t y  b y  p u r c h a s i n g  c o r p o r a t e  stock. 

This m e t h o d  of of p u r c h a s i n g  a u t i l i t y  is an a l t e r n a t i v e  to 

b u y i n g  the physical plant and o t h e r  assets of the utility.

C u r r e n t l y  the City of Yakutat  is in the p r ocess  of o b t a i n i n g  

the Yakutat Power Co., an i n v e s t o r - o w n e d  utility. If Yakutat 

is r e q u i r e d  to p u r c hase th':; assets, r a t h e r  t h a n  the stock, the 

assets m u s t  be sold b y  the c o r p o r a t i o n  or the c o r p o r a t i o n  must  

be dissolved. In either case, a substantia l tax liab ility 

will arise that m u s t  u l t i m a t e l y  be b o r n e  by the Y a k u t a t  rate 

payers. Sections 1 and 2 of H B  300 will correct  this 

situation.

The A l a s k a  Public U t i l i t i e s  Commis s i o n  s u p por ts this 

l egisl a t i o n  and does not p e r c e i v e  t h e  C o m m i s s i o n ' s  intera ction 

w i t h  a u t i l i t y  a c q uire d b y  a city p u r c h a s i n g  s t o c k  any 

di f f e r e n t  t h a n  if the u t i l i t y  were a c q u i r e d  b y  asset 

acquisition.

HB 300 will a l l o w  m u n i c i p a l i t i e s  some f l e x i b i l i t y  when  

p u r c h a s i n g  a u t i l ity and I stron g l y  support t his legislation.



ADDITIONAL INFORMATION

1. If the Yakutat P o w e r  cor por a t i o n  h a d  to be dissolved, the 

City of Y a k u t a t  w o u l d  a s s u m e  a t a x  obligati on of ap prox i m a t e l y  

$137,000.

2. T h e  City cou ld m a i n t a i n  the t a x  e x e m p t  status of the 

c o r p o r a t i o n  u n d e r  the Internal R e v e n u e  Code so long as the 

income accrues to t h e  City.

3. T h e  p r o b l e m  of p u r c h a s i n g  the assets occurs IF the fair 

m a r k e t  v a l u e  e x ceeds w h a t  the c o r p o r a t e  v alue of the assests 

is afte r depreciation.

4. A P U C  is not aware of any o t h e r  m u n i c i p a l i t y  interested in 

ac q u i r i n g  a utility, but  it is c e r t a i n l y  p o s sib le that SB 532 

will a pply to others in the future.

5. Y a k u t a t ' s  a t t o r n e y  feels tha t current statutes PROBABLY 

d o e s n ' t  p r o h i b i t  a m u n i c i p a l i t y  from a c q u ir ing all of the 

c a p i t a l  s tock of a p u b l i c  u t i l i t y  company. B U T , the City is 

c o n c e r n  that the A l a s k a  M u n i cipal Bond Bank may decide 

otherwise. SB 532 clar ifies the situation.
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ARCTIC UT IL IT IE S , INC. 
1700 HARDING DRIVK 

ANCHORAGE, ALASKA 99017 
(907) 248 3030

May 1, J. 990

Soria l.or Richard j.. LC1. j «i f>« >i>
Chairman
flfrv'at.c Labor nnd domino rco donimi 11. oo 
A1 a 1 ka t> I..j t.e 1 oq 1 r; J. a t ur c 
P .u . Box V
Junê n, Alaska 99HI l

b e a r  S e n a t o r  FI I i a n o n ,

Th ia is  in roH-rcMioe SENATM CS f o r  CS f o r  UOIJS!'-; B ILL NO. 300. 
A r c t i c  U t i i l i  I. u.**;, Trie, (w h ich if.; ownod by NANA bovolopmout C o rp . ) 
h. •' p r o v id e d  u t i l i t y  e l e c t r i c i t y  t o  o i l f i e l d  oon i.rno t.o r f> nr 
l ic adho rTe /P n tdhoe Ray r, i rico 197 h , when NANA a cq u i re d the buc i ••• 
n e s s .

A t c t i c  U f . i l i t , j u s  h o l d s  a  C « r t  1 1  l e a v e  o f  P u b l i c  G o i i v o n i c n c ®  a n d  
N e c e s s i t y  f r o m  t h e  A l a s k a  P u b l i c  u i i l u i e s  C o m m  i / :  u i  o n ,  c o r n e a  m i  
d c : r  A . ' t . i C  r c t j u l  a  I i o n  l o t  b o l . l i  r a t e r ’! a n d  s : i * r  v  i c e  p u l  i c i e r : ,  a n d  
f i l e r ,  > m u n i  r e p o r t n  w i i l i  l . h e  A P I ’ C .

f t  i s  o u r  i t r i ck* i t . t n n d  i r i y  I l i n t  a  M t o  u i n o i i d m i r : n t  t o  H B 3 0 0 ,  s p e c i f i ’ 
c a l l y  t o  »f i * N O N  *1/ w o u l d  a l l o w  u n r e g u l a t e d  i n d i v i d u a l  b u s i n e s s e s !  
i  (,i s e l l  u t i l i t y  e l e c t r i c i t y  w i t h i n  o u r  c o r f  ’i f  i  c a t .  m i  a r e a .  T h i n
u i i i e t u i i i u v r i t  w o u l d  o n l y  a f C n o t  t . h w  a r e a  o f  o u r  o w n  i f  t e a r . i o n . D i e
r e s u l t  w o u l d  b o  t h a t  A r c t i c  t . n j 1 j  t. j « «  w o u l d  l > o  r e g u l a t e d  a n  f a r
a s  r a t e s  a n d  r n  f  e  t  y / s c r v i  o c  p o l i c i e s ,  w h i l e  o t h e r  r e i n  I r a c t  o r s  
c o u l d  s e l l  s u r p l u s  c l e c t r i c i . l v  t o  c u s t o m e r s  w i t . h i n  o u r  c e r t  i f  i  
c a  l e d  s e r v i c e  a r e a  w i t h o u t  r o c m  1«?»c i o n .

We fee], tha t ' f h i : ; m b a s i e a l l v  u n t a i r  to  a u t i l i t y  w inch has com­
p l i e d  w i t h  a l l  o x i f j r in c i regu I a r  ions in  good f a i t h ,  in v e s te d  m i l 
l i or . of d o l l a r s  H i p la n t and uqu i pitleri t , And dot.*}: c omp l y w i t h  
s a f e t y  and s e r v i c e  s tanda rd . '! d e s ig n ed to  i n s u r e  r e l i a b l e  .s e rv ic e 
l.o i.he p u b l i c .
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P a g o  Pi

i f  t .ho h e y  i w l *  t nr »> s h o u l d  w i .<> Ii r .> d e r e g u l a t e  e o n *  . t i n  c  I . o f
u t i l i t i e s ,  I h e n  i t  w o u l d  b e  «j|:>|«r*> i yr i^ t<•* t o  c o n s i d e r  t h i s  r.:nl*» j e c i  
s e p a r a t i e  I y . Any s imTj e o n s  i d e r a t  i»»n i n i y h f  i n c l u d e  d i. I ! or< n t  i at  n m  
b e t w e e n  r u l e  r o q u l u i  i o n  a nd  »;i l e t .  y / s c r v  i o n  i e<ni i a i j o n  .

As i.o I h e  s p e c i f i c  s  i t n.it j.un a*. D v u d h o r s e / l ' r u d l w . o  l iny,  m.uiy <>j I 
M e l d  Con t r a c t o r s  p r e s e n t ! !  y c h o o s e  t o  y e  n o  r  n t c- t h e i r  own  
e l e c t r i c i t y .  J h o y  d o  t h i s  l o t  d.i t l.‘ oi on! i e a s o u s , i no) m i  i tiy 
u t i 1. 1 a a  t  i o n  o f  wan t  « h e a t .  Ariv c o n t r a c t o r  c a n  p r e s e n t  Iv :: ».* 1 i 
in. i fpI u.'i e ]  «.*«?v r i <■ i t \ t:o Ai d  Ac Iff. i I i t i o. i  art n o o  i j o n s m t . o r . Our 
APliC t a r  i t  1 p r o v i d e : :  f o i  t h i s  a nd  A j-.: s i m i l a r  t o  o t h e r  i d c c t  r n :  
u t i l i t i e s  c o - y e n e r n t  i o n  p u r c h a s e  p o l i c i e s .

S h o u l d  a c o n t r a c t  o r  w i s h  l o  f i d  I p o w e r  t o  a n e i g h b o r  t h e y  
c o u l d  po f . i t .  m i l  t l ie APUC f o r  [,>c- rmi. r: r; i o n  t o  d o  n o .  Non e  o f  t h i s  
r e q u i r e s  an am en dm en t  t o  l o g i n  I ut i o n  d e s i g n e d  t o  d e a l  w i t h  t h e  
u n r e l a t e d  c o n c e r n s  o l  COOP u t i l  i t i o n  i n  A l a s k a n  v i l l a g e s .

Nof. p a s s i n g  t h i s  amendmen t  w o u l d  not .  d i s r u p t  a n y  e x i s t i n g  o p e r a  
t i o n c .  fri f a c t ,  i l  a p p e a r s  that ,  t h i s  amendmen t  i s  an  a t t e m p t  by
t h e  O p e r a t o r  o l  j  y d s  u t i l i t y  at’ P e a d h o r s e  l o  s o l i c i t  p o t e n t i a l  
c u s t o m e r s  by  (•■ncoiiray i.ucj t hem t o  p u r c h a s e  e x c e s s i v e  g e n e r a t i n g  
c a p a c i t y  s o  v h a t  t .hey c a n  c o m p o t e  w i t h o u t '  r o q u . a t  u>n w i t h  <i i c y u  
1 u l od u t i l i t y ,

Vli i s  s i n g l e ,  n a r r o w  p u r p o s e  i s  t o t a l l y  u n r e l a t e d  t o  t h e  u n d e r  I y 
i n g  p u r p o s e  o l  tin 300. U n l e s s  y o u  want' l o  t r o u t  a l l  e n t i t i e s  i n  
t h i s  market :  e q u a l l y  by  d e r e g u l a t i n g  u t i l i t i e s  at  Prud l iwc  Hay, T 
u r g e  y o u  t o  p u s s  t h e  o r i g i n a l  l l i . l l  wif .hoi . i l  t h o  S p e c i a l  t r en t .me r i t  
o f  "Comm e r e  i a 1 b l e e d ,  r i c  U t i l i t i e s  n o r t h  o f  t. h o  f»8ih p a r a l l e l .  
Su ch  an amendment  w o u l d  u n f a i r l y  t . a i y o t  a s i n g l e  b u s i n e s s .

Tha nk  y o u  for c o n s  i d o  r i n g  t l i e. sy c o m m e n t .

Si n e e r e l y ,

'I’homar; M, Dow V /
V i c e  P r e s i d e n t
arctic ut l i t  t i i '.s , rw:,
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S e c t i o n  1 & 2 of the bill will e n a b l e  the City of Yaku tat to 

p u r c h a s e  the privately owned e l e ct ric u t ilit y by buyi nq all of the 

c o r p o r a t i o n s  stock instead of the assets, thus a l l o w i n g  them to 

take t h e  b e n e f i t s  of some existing tax benefits.

S e n a t o r  E l i a s o n  wants this section.

S e c t i o n  3 d e a l s  with continuing p r o p e r t y  for u t i l i t i e s  and is a 

house k e e p i n g  measure.

S e c t i o n  4 (B) deals with re- defining the "public" or "general

public". T h i s  is important because it d e t e r m i n e s  w ho has to go 

t h r o u g h  an A P U C  certifica tion process a n d  w h o  d o e s  not. C u r r e n t l y  

the p u b l i c  is d e f i n e d  as "10 or more". With the a d d i t i o n  of this 

language, a s i n g l e  use r that p u r c hase s $50,000 w o r t h  of e l e c t r i c i t y  

w o u l d  b e  c l a s s i f i e d  as "public" and w h o e v e r  is s e l l i n g  the p o w e r  

wo u l d  h a v e  to g o  to the APUC for a c e r tificat e. Th is proces s 

u s u a l l y  costs at least $100,000 w i t h  no g u a r a n t e e  of a favorable 

ruling. T h i s  only applies to c o n s u m e r s  tha t are .located in a 

c e r t i f i c a t e d  service area for an e l e c t r i c  utility.

This, in effect, will proh ibit a large c o n s u m e r  from c o n t r a c t i n g  

w i t h  a n  I n d e p e n d e n t  Power Producer for m o r e  c o m p e t i t i v e  rates if 

the c o n s u m e r  is locat ed in an e s t a b l i s h e d  u t i l i t y  district.

This c o u l d  d i s c o u r a g e  new d e v e l o p m e n t  in t h e s e  districts.

There is l a n g u a g e  in (B) that a d d r e s s e s  the a r e a  of P r udhoe Bay 

th a t  is in N A N A ' s  service area but is n o t  s e r v e d  by NANA.

T h e  C & R A  l a n g u a g e  applied to all u t i l i t i e s  and w o u l d  h a v e  u p s e t  the 

G C I / A l a s c o m  deal. Instead of e x c l u d i n g  t e l e c o m m u n i c a t i o n  

utilities, c u r r e n t  language r e s t ricts t h i s  a d d e d  p r o t e c t i o n  from

Brief on CSHB 300 Labor and Commerce



co m p e t i t i o n  to only electric utilities, not gas, sewer, water, etc. 

If we are g o i n g  to pass restraint of trade t ype legislation, w h y  

not have it apply to all utilities t h a t  are r e g u lat ed monop olies? 

E l e c t r i c  are c o n c erned with "Cherry P i c k e r s " ( I n d e p e n d e n t  Power 

Producers) and Gas utilities have c o n c e r n s  a b o u t  th e  By-Pass issue, 

w h e r e  a large c u s t o m e r  builds t h e i r  own p i p e l i n e  to by-pass the 

local g a s  utility, this has the same impact.

Se ction 5 is a g randfat her clause for all e x i s t i n g  deals, and was 

p r o b a b l y  put in for the folks in Prudhoe. T h e  p r o b l e m  here is that 

this w i l l  g i v e  existi ng operators a n  u n f a i r  a d v a nta ge over n e w  

op e r a t o r s  in t he future who will h a v e  h i g h e r  u t i l i t y  cost. 

R E C O M M E N D A T I O N S :

Se c t i o n  4(B) is protectionist  and r e s t r a i n t  of t r a d e  l e g i s l a t i o n  

pure and s i m p l e  and should be r e m o v e d  from the bill.

F a i l i n g  to r emove it, it should be a m e n d e d  to include gas 

utilities. W i t h o u t  equality with r e s p e c t  to e n e r g y  type utilities, 

y o u  will give t h e  electric an u n f a i r  s t a t u t o r y  a d v a n t a g e  over the  

gas utilities. This will b r e e d  i n e f f i c i e n c i e s  in the Prudhoe Bay  

area.

C o m m e n 4--’; This bill creates a dditi onal w o r k  l o a d  for the APU C and 

t will cost the State m o n e y  e v e n  t h o u g h  the bill has a zero 

fiscal note, this is w ron g and the bill s h o u l d  h a v e  a F i n a n c e 

r e f e r r a l .
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S e n a t o r  R i c h a r d  J.. E l i a s o n  
C h a i r m a n
S e n a t e  L a b o r  a nd  Commer c e  Commi t  t o o  
A l a s k a  s t . a i . c  L e g i s l a t u r e  
P . O .  Bo x  V
»7une<iu, A l a s k a  99811

D e a r  Scoria t o r  E l i a s o n ,

T h i s  i n  i n  r e f e r e n c e  tc., SENATE CS Cor  CS Cor  HOUSE BTI.f, NO. 300, 
A r c t i c  U t i . l i l i . o « ,  Trie, (w h i c h  i n  o w n e d  by NANA D e v e l o p m e n t  Co rp . )  
h a y  p r o v i d e d  u t i l i t y  e l e c t r i c i t y  t o  o i l f i e l d  c o m . r a d o n s  <4r 
Dea dh o r f i J e /P ru dh o e  Ray s i n c e  197 h , when NANA a c q u i r e d  t h e  busi** 
nc . cn .

A r c t i c  U t i l i t i e s  h o l d s  a C e r t i f i c a t e  o f  Pub I. jo C o n v o n i o n c e  and
N e c e s s i t y  f r cm  t h e  A l a s k a  P u b l i c  U t i l i t i e s  c o m m i s s i o n ,  c om e s  un
d o r  APUC r e g u l a t i o n  l o r  b o t h  r a t e s  a n d  s e r v i c e  p o l i o  i o n ,  and
f i l e s  a n n u a l  r e p o r t s  w i t h  t h e  APUC.

I t  i n  o u r  un t i e  r.nl. a rid intj t h a t  a l a t e  am e n d m e n t  t o  HH300, s p e c i f i ­
c a l l y  t o  SECTION 4, w o u l d  a l l o w  u n r e g u l a t e d  i n d i v i d u a l  b u s i n e s s e s  
t o  s e l l  u t i l i t y  e l e c t r i c i t y  w i t h i n  o u r  c e r t i f i c a t e d  u r e a .  T h i s  
am en dm en t  w o u l d  o n l y  a f f e c t ,  t h e  a r e a  o f  o u r  c e r t i f i c a t i o n .  The  
r e s u l t ,  w o u l d  b o  t h a t  A r c t i c  U t i l i t i e s  w o u l d  b o  r e g u l a t e d  an f u r  
a s  r a t e s  a n d  s a f e t y / s e r v i c e  p o l i c i e s ,  w h i l e  o t h e r  c o n t r a c t o r s  
c o u l d  s e l l  s u r p l u s  e l e c t r i c i t y  t o  c u s t o m e r s  w i t h i n  o u r  c e r t i f i  
c a  t e d  1 s  o r v i  c o  a r o d  w i t h ou  t  racn 1 1 a t i  o n .

We f o o l  t h a t  t h i s  i n  b a s i c a l l y  u n f a i r  t o  a u t . i l i t . y  w h i c h  h a s  com*1 
p l i e d  w i t h  a l l  e x i s t i n g  r e g u l a t i o n s  i n  g o o d  f a i t h ,  i n v e s t e d  m i l  
I . i o n s  <.•• d o l l a r s  i n  p l a n t  a n d  e q u i p m e n t ,  arid d o c s  c o m p l y  w i t h  
s a f e t y  a n d  s e r v i c e  s t a n d a r d s  d e s i g n e d  t o  i n s u r e  r e l i a b l e  s e r v i c e  
l o  t h e  p u b l i c .

J



S e n a t o r  E l i a s o n  
May 1,1990
PiKJO ?.

i f  t h o  L e g i s l a t u r e  ( shou ld  w i s h  t o  d e r e g u l a t e  c o r r a i n  ol . i f scsoo o f  
ut i l i t i e s ,  I h e n  ‘i t  w o u l d  b o  a p p r o p r i a t e  l o  c o i i u k U m - t h i n  s u b j e c t  
s e p a r a t e l y .  Any s u c h  c < » r i s i d c r a l i o n  m i gh t ;  . i n c l u d e  di. 11 ert .-nt i  a t i o n  
b e t w e e n  r u l e  r o q t t l a t  i o n  a nd  imf  e t y / o e r v j  uu  r e g u l a t i o n .

As l o  t h o  s p e c i f i c  s i t u a t i o n  at. D e u d h o r s e / P r u d h o e  l i ny ,  many o i  l 
f i e l d  c o n t r a c t o r s  p r e s e n t l y  c h o o s e  t o  y e  l i e  r a l e -  t h e i r  own 
e l e c t r i c i t y ,  T h e y  d o  t h i s  l o t  d i f f e r e n t  r e a s o n s ,  i n c l u d i n g  
ui i l i z a r i o n  o f  w a s t e  h e a t .  Any c o n t r a c t o r  c a n  p r e s e n t l y  s o l i  
a u r p l u n  e l e c t r i c i t y  t o  A r c t i c  U t i l i t i e s  an u c o - g e n e r a t o r . Our 
APUC t a r i f f  p r o v i d e : !  f o r  t h i n  and i ts o i m i ) ar- i.u o t h e r  e l e c t r i c  
u t i l i t i e s  c o - y e n o r a  t. i o n  p u r c h a s e  p o l i c i e s .

S h o u l d  a c o n t r a c t o r  w i s h  t o  s e l l  p o w e r  t o  a n e i g h b o r  t h e y  
c o u l d  p o t  it. j .on t h e  APUC f o r  permi-s s  i or i  l o  d o  h o .  N o r t e  o f  t h i s  
r e q u i r e s  an amendment ,  t o  l o g i n !  a t  i o n  d e s i g n e d  t o  d e a l  w i t h  t h e  
u n r e l a t e d  c o n c e r n s  o l  COOP u t i l i t i e s  Iri A l a s k a n  v i l l a g e s .

Not  p a c i n g  t h i s  am en dm en t  wo u l d  no t .  d i s r u p t  a n y  e x i s t i n g  o p e r a  
t i o n c .  Tri f a c t ,  i t  a p p e a r s  t h a t  t h i s  amendment ,  i s  a n  a t t e m p t  by 
t h o  o p e r a t o r  o l  a gar. u t i l i t y  a t  D o a d h o r s e  t o  s o l i c i t  p o t e n t i a l  
c u s t o m e r s  by  e n c o u r a g i n g  thorn t.o p u r c h a s e  e x c e s s i v e  g e n e r a t i n g  
c a p a c i t y  s o  t h a t  t h e y  c a n  c o m p e t e  w i t h o u t  r e g u l a t i o n  w i t h  a r e g u ­
l a t e d  u t i l i t y .

T h i s  s i n g l e ,  n a r r o w  p u r p o s e  i s  t o t a l l y  u n r e l a t e d  U> t h e  u n d e r l y ­
i n g  p u r p o s e  o l  lift 300. U n l e s s  you w a n t  t o  t r e a t  a l l  e n t i t i e s  i n  
t h i s  m a r k e t  e q u a l l y  by  d e r e g u l a t i n g  u t i i l i l  ins* at P r u d h o e  ft a y ,  T 
u r g e  y o u  t.o p a s s  t h e  o r i g i n a l  ftj.1.1 w i t h o u t ,  l. l io s p e c i a l  t r e a t m e n t ,  
o f  "C om in c r c  i a I l i l o r t . r  Lo U t i l  i l. L on n o r t h  o f  t h e  f>« th p a r a l l e l ,  
Such  a n  amendment ,  w o u l d  u n f a i r l y  t. a r y o t  a « i n g l e  b u s  i n o u s .

I

T h a n k ‘y o u  f o r  c o n s i d e r i n g  t.l ie.su comment.!).

S i n c e r e ! y ,

Thomas  M. Dow 
V i c o  P r e s i d e n t  
ARCTIC UTII.TTXISS. INC.
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T E S T I M O N Y  o n  H B  3 0 0  -  4 / 3 0 / 9 0  - L & C

JOHN H E R R I N G

I ' m  w i t h  a c e nt ral Alaska company, a mecha n i c a l  e n g ineer and 

a s p e c i a l  engineer, s p e a k i n g  against H B  300, s p e c i f i c a l l y  opposing 

the v e r b i a g e  in Sec. B on line 21-28, a n d  s p e c i f i c a l l y  the reason 

is, it c l e a r l y  imparts greater r e s t r a i n t s  co facilities without 

e l i m i n a t i n g  any responsibility of c o m p e t i t i o n  from the same 

[indescr] y o u  d e s c r i b e d  by the opponent. H u n dreds of groups  of 10 

exist w h e r e  $50,000 w o r t h  of business exist, and m a y  be so in the 

future.

F o r  a beginning , to challenge t h e  p u b l i c  u t i l i t i e s  in these 

areas is v e r y  expensive, there are s e v e r a l  t hi ngs these utilities 

are u n a b l e  t o  k e e p  t r a c k  of, of c o u r s e ,  and t h a t  is advancing 

technology. A s  n e w  te chnology is d e v e l o p e d  and g r e a t e r  a field as 

they a r e  developed, a n d  of course if y o u  p r o p o s e  Sec. B, you'll 

e l i m i n a t e  a n y  p o s s i b i l i t y  of a n y b o d y  i m p r o v i n g  on the field, 

b r i n g i n g  a b e t t e r  field and creating l e s s  field too, less carbon 

monoxide, c a r b o n  d i o x i d e  and NOx's, p l u s  w a s t e  heat.

T h e  utilities, traditionally, a r e  w a s t i n g  t h e i r  w a s t e  heat. 

They e l i m i n a t e  t h e i r  w a s t e  heat to t h e  a t m o s p h e r e  and to water 

s u r r o u n d i n g  t h e  facilities. Where a l o c a l  group of ten or so could 

in fact, r e t a i n  this w a s t e  heat. If t h e  b i l l  stands, it eliminates 

any p o s s i b i l i t y  of g roups getting t o g e t h e r  a n d  o p e r a t i n g  an 

e f f i c i e n t  u t i l i t y  w h e r e  up to 80% o f  all the u s e f u l  energy is 

recovered.

1



At present, the e x i s t i n g  ut ilities operate, w a s t i n g  60-80% of 

the existing, r e c o v e r a b l e  heat. T h e y ' r e  o n l y  u s i n g  b e tween 20 and 

35% of the e n e r g y  available. We're p r o p o s i n g  that you do not 

include this  v e r b i a g e  in 21-28, because you w o u l d  el iminate to this 

group o f  p e o p l e  from j o inin g t oget h e r  and e s t a b l i s h i n g  a more 

e f f i c i e n t  facility, in fact, eliminate l a r g e  q u a n t i t i e s  of dioxide, 

carbon monoxide, NOx, a n d  waste h e a t  from c o n t a m i n a t i n g  the 

environment.

T h e  e c o n o m i c s  of electricit y p r o d u c t i o n  favor w a s t i n g  this 

energy i n  large plants. T h a t ' s  why l arge p l a n t s  will always be in 

a p o s i t i o n  to n o t  be able to utilize a n y  waste, if you will, and 

r e m e m b e r  w e ' r e  t a l k i n g  40% of the energy b e i n g  burned, being wasted 

by t h e s e  utiliti es. If y o u  establish local utilities, even though 

they m a y  be i n side a m a n a g e m e n t  district, u t i l i t y  district, they 

may in fact, m a y  r e c o v e r  t h e  waste heat, a n d  t h e r e f o r e  they would 

have a c o m p e t i t i v e  a d v a n t a g e  over the local  utilities.

T h e  p o i n t  is t h a t  the utili ties a n d  e n v i r o n m e n t  are at 

o p p o s i t e  ends of t h i s  spectrum. The u t i l i t y  is g o i n g  to always 

tend to p r o d u c e  m o r e  c a r b o n  dioxide p e r  u n i t  of fuel burned, it 

will a l w a y s  p r o d u c e  g r e a t e r  amount of N O x  w h e r e v e r  you w a s t e d  heat, 

p e r , s m a l l  t h e r m a l l y  [indescr]. That s u m m a r i z e s  m y  statement, I'm 

op posed t o  it.

BARRY Y A T E S

I w o r k  for M i l p a r k s  Drilling Fluids, w e  sell drilling  

c h e m i c a l s  to the oil industry, and one o f  o u r  facilities is based
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at P r udhoe Bay. Currently, we are oppo sed to this bill as it 

stands. We c u r r e n t l y  p u r c h a s e  e l e ctric from one of our neighbors 

on the N o r t h  Slope, we h a v e  a fairly small facility there. We 

p u r c h a s e  our e l e c t r i c i t y  from W e s t e r n  Atlas, who has excess 

g e n e r a t i n g  c a p a c i t y  and c a n  s upply us at a v e r y  reason a b l e  rate, 

[lost transmission] it the g r i d  - that area, but they do not 

s e rvi ce o u r  faciliti es up there, but if we are there to supply us 

w i t h  electricity, it will c o s t  us s o m e t h i n g  in the nei ghb o r h o o d  of 

$ 200,000 t h e n  to b r i n g  e l e c t r i c i t y  to our facilities, which is 

r e a l l y  a t r e m e n d o u s  e c o n o m i c  burden.

The a l t e r n a t i v e  w o u l d  be to put our own g e n e r a t i n g  e quipment 

in place, that w o u l d  cost p r o b a b l y  in the n e i g h b o r h o o d  of $75,000 - 

$100,000, from what e s t i m a t e s  I've r e c e i v e d  so far, the attendant 

p r o b l e m s  w o u l d  be o b v i o u s l y  e n v i r o n m e n t a l  problems. W e ' d  have to 

h a v e  fuel s t orage on location, as well as the i n c r e a s e d  m a i n t e n a n c e  

and the c o s t  of b u r n i n g  t h e  fuel, and p e r s o n n e l  t o  keep t rack of 

all this, and for a small c o m p a n i e s  like ours, it w o u l d  be a 

t r e m e n d o u s  e c o n o m i c  b u r d e n  t h a t  we h a v e  to m a k e  the c h a n g e  from 

w h a t  w e  h a v e  now. It's a v e r y  g o o d  s y s t e m  r i g h t  now, and we see 

no r e a s o n  to change it, e x c e p t  to b e n e f i t  NANA, and we just can't 

c o m p e t e  if w e  have to do s o m e t h i n g  like that.

S C O T T  T U R N E R

I'm t h e  m a n a g e r  for W e t h e r f o r d  Alaska, w e ' r e  a s e r v i c e  company 

t h a t  p r o v i d e s  services up on t h e  N o r t h  Slope. W e ' r e  p r e t t y  muc h 

in t h e  same  boat as Yates, in t he fact t h a t  w e  h a v e  a small
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b u s i n e s s  up there. We c u r r e n t l y  r e c e i v e  o u r  e l e c t r i c i t y  from a 

n e i g h b o r  that supplies it to us, v e r y  convenient, and v e r y  cost 

effective. If we w e r e  forced to put in our own g e n e r a t o r  system, 

we face the same t h ings m e n t i o n e d  earlier: the fact that for

s t o r a g e  capacity, we w o u l d  hav e a lot of waste; the fact that we 

only u s e  e l e c t r i c i t y  wh en w e ' r e  there, o t h e r  than to keep our 

he a t e r s  running, so that w o u l d  be a problem. A  good s y s t e m  w o u l d  

c r e a t e  q u i t e  a b u r d e n  for our company, w e  w o u l d  be forced to go to 

o t h e r  means. T h a t ' s  all I h a v e  to say.

R A Y  L A T C H E M

I ' m  w i t h  Norgasco, we o p e r a t e  t h e  n a t u r a l  gas u t i l i t y  in 

P r u d h o e  Bay, and I hav e b e e n  in c o n t a c t  w i t h  Mr. Hutch e n s  on the 

bill, a n d  as the me m b e r s  of the c o m m i t t e e  are aware, I d i d  send you 

a l e t t e r  w i t h  some language t h a t  we c o u l d  p r o b a b l y  live with. I 

t h i n k  t h a t  t h e r e  is a n o t h e r  c h a n g e  to t h a t  n o w  that w o u l d  exclude 

the a r e a  s o u t h  of the 68th parallel, a n d  instead w o u l d  add 

s o m e t h i n g  to the e f fe ct to t h a t  of p r o v i d i n g  el ectrical s e rvice  to 

r e s i d e n t i a l  customers. W e  c o u l d  p r o b a b l y  w o r k  w i t h  Dave H u t chens  

there, h e  c a n  s p e a k  the l a n g u a g e  a l i t t l e  b i t  better.

- I t h i n k  our concerns  are p r e t t y  w e l l  s t a t e d  that  t h e  basic  

p r o b l e m  in P r u d h o e  - that is u n i q u e  to P r u d h o e  as far as I k n o w  - 

we h a v e  an e l e c t r i c  u t i l i t y  t h a t  is c e r t i f i c a t e d  for a p a r t i c u l a r  

s e r v i c e  area, w h i c h  is m u c h  l a r g e r  t h a n  the area it actually  

serves, a n d  t h e  area that it a c t u a l l y  serves, o n l y  s erves roughly  

h a l f  t h e  customer s; the other h a l f  t e n d  t o  g e n e r a t e  t h e i r  p o w e r  on
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site. We d o n ' t  p a r t i c u l a r l y  care for c o asta l g e n e r a t o r  sites in 

Prudhoe. W e  h a v e  some envi ro n m e n t a l  c o n c e r n s  u p  there now, these 

stem from w a s t e  oil, diesel fuels and t h i n g s  t h a t  are assoc i a t e d  

with p o w e r  g e n e r a t o r s  on site. T h e s e  are b i g  concerns for 

companies t h a t  d o n ' t  operat e a m a n n e d  facility, a c o mpany w here  

they h o u s e  t h e i r  p e o p l e  somewhere e l s e  at night, it's the fire 

hazards t h a t  go a long  w i t h  the p o w e r  generation.

We  s p e a k i n g  in empathy of the c u r r e n t  l a n gu age in S e c t i o n  B, 

and w o u l d  like y o u  to exclude [lost transmi ssion] for stated  

reasons, a n d  I t h i n k  it can be do ne and still address the other 

companies' concerns, and I also t h i n k  it s h o u l d  p r o b a b l y  be 

r e s t r i c t e d  t o  just e l e ctric utilities. For v a r i o u s  reasons there, 

when y o u  h a v e  s o m e t h i n g  as b r o a d  as t h i s  is, it's h a r d  to tell just 

who it w i l l  e f f e c t  and what areas, b u t  y o u  h e a r d  from W e t h e r f o r d  

Oil Tools, a n d  M i l p a r k  - there are s e v e r a l  o t h e r  comp anies up there  

that are in t h e  same boat. If this d o e s  p a s s  as c u r r ently stated, 

you'll m a k e  c e r t a i n  oper ations illegal. T h e r e  are some other  

operat ions t h a t  are planned, that h a v e  b e e n  on t he d r a w i n g  b o a r d  

for some time, also, this w o u l d  p r o h i b i t  that. T hat's b a s i c a l l y  

all I have.

BART H E L M R I C K

I'm P r e s i d e n t  of C o l vil le Inc, a s e r v i c e  c o m p a n y  in Prudhoe 

Bay. We h e a r d  some of the c o n c e r n s  f r o m  o t h e r  companies, who are 

cu r r e n t l y  b u y i n g  t h e i r  power from t h e i r  neighbors. I'm in the 

p o s i t i o n  of h a v i n g  to g e n e r a t e  m y  own p o w e r  and it's u n e conomical

-----------------------------------
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and it's an e n v i r o n m e n t a l  and o pera tional burden, and I have plans 

to p u r c h a s e  p o w e r  from some other companies, w h i c h  are c onsi dering  

starting o p e r a t i o n s  that are nearby. Th is is n e c e s s i t a t e d  by the 

fact that NANA, w h i c h  operates the e l e c t r i c a l  g r i d  up here, doesn't 

run a grid into our area, even though w e ' r e  r e l a t i v e l y  close to 

their g e n e r a t i n g  plant, and my c o n cer n w i t h  HB 300 is that it would 

prohib it the type of operat ion which w e ' r e  considering.

I b e l i e v e  that the amendme nt p r o p o s e d  by Ray Latchem, 

Norgasco, is a re ason a b l e  p r o t e c t i o n  for p e o p l e  in Prudhoe Bay, 

w hich find o u r s e l v e s  in the sit uation like Colville, or Milpark, 

or Weatherford. I know the comment was m a d e  t h a t  the utilities 

w a n t e d  to stop c h e r r y - p i c k i n g  their larg e i ndus t r i a l  accounts, I 

t hink the c o m m i t t e e  s h ould c o n sider t h a t  w h a t  is a c h e r r y  for an 

outside  c ontractor, should be a c h erry for t h e  utility, and wha t 

this bill is a t t e m p t i n g  to do is turn th e  large  industr ial customer 

into m i l k  cows and t h e n  t r e a t i n g  them as t h e i r  c l i e n t s  to be given 

a good c o m p e t i t i v e  service.

I k n o w  that t h e  e x e m p t i o n  for ten customers, or fewer than 10 

c u s t omers has b e e n  law in A las ka for a long t i m e  and a great deal 

of i n f r a s t r u c t u r e  has g rown up a round that. I w o u l d  urge  the 

c o m m i t t e e  to m o v e  v e r y  caut io u s l y  and c a r e f u l l y  b e f o r e  introducing 

or p a s s i n g  out any l egisl a t i o n  w h i c h  w o u l d  c h a n g e  that. There is 

a gre at deal of infras t r u c t u r e  that w i l l  b e  i m p a c t e d  in a wi de 

v a r i e t y  of industry, s o m e thin g not to be t a k e n  l i g h t l y  at all, and 

I w o u l d  u r g e  that the w h o l e  section h e r e  [lost transmission]. I 

have not f u r t h e r  comments.
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BERNIE C A R L

I'm P r e s i d e n t  of K&K Recycling, a D i r e c t o r  of [indescr], to 

go into o p e r a t i o n  here on the North Slope on J u n e  1. We just 

install ed 3.5 M W  of power, and a 600 man ho tel to s e rvice the oil 

industry, w h i c h  will put some $15,000 a day into t h e  A l a s k a  economy 

of new m o n e y  and 32 n ew jobs on a y e a r - r o u n d  basis, 365 days a 

year. I too o bject s t r ongly to Section 4, and I b e l i e v e  that all 

of S e c t i o n  4 s h ould be taken away from this bill. Primarily, I 

think it does two things, not onl y have you h e a r d  t e s t i m o n y  of what 

it does for the small b u s ines s in Prudhoe Bay, b u t  I t h i n k  that you 

have the m o r e  serious problem, in that it b r e e d s  i n e f f i c i e n c y  into 

the p o w e r  h o u s e s  that are running it today.

It takes yo ung and new, a gg ressive ideas to be impl emented to 

keep the o l d  ideas on the straig ht and narrow. Presently, our 

generation, to soon, will be t aking in and u t i l i z i n g  the w a s t e  heat 

from the generators, w e ' v e  a l r eady p l a c e d  o r d e r s  for new, fuel 

ef f i c i e n t  n a t u r a l  gas g ener ators to come from C a t e r p i l l a r  in 

October, 1991, to supple m e n t  w h a t  w e  a l r e a d y  have. N o w  this is 

the p r i v a t e  s e c t o r  p u t t i n g  their m o n e y  up, w e  p r e s e n t l y  h a v e  $2.5 

m i l l i o n  i n v e s t e d  in this project. I t h i n k  t h a t  y o u  w o u l d  b e  doing 

a t r e m e n d o u s  d i s s e r v i c e  and a tremendo us r e s t r a i n  of trade and 

t r e m e n d o u s  d i s s e r v i c e  to the Prudhoe Bay area if y o u  let this pass 

the w a y  it is. T h a t ' s  all I h a v e  to say.

P HONE N U M B E R  for p e r s o n  in P r u d h o e  Bay: 659- 3198 (not sure who)
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