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IN THE SENATE BY THE LABOR & COMMERCE COKMITTE

CS FOR SENATE BILL NO. 298 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to waste collection.™

BE

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.35.050(b) 1is amended to read:

) The governing body of a municipality may not prohibit a
person holding a valid certificate from the Alaska Public Utilities
Commission from continuing to collect and dispose of garbage, refuse,
trash, waste material, or provide other related services in an area 1in
the municipality 1if the certificate authorizes the collection and
disposal of [GARBAGE, REFUSE, TRASH, OR OTHER] waste material and
providing of other services in the area, and the certificate was
originally 1issued before the municipality provided similar services.
Except as provided in (d) of this section, a [A] municipality may not
provide for a garbage, refuse, trash, or other waste material collec—
tion and disposal service in an area to the extent it lies in an area
granted to a garbage, refuse, trash, or other waste material carrier
by a certificate issued by the Alaska Public Utilities Commission to
the carrier until it has purchased the certificate, -equipment and
facilities of the carrier, or that portion of the certificate that
would be affected, at fair market value. A municipality may exercise
the right of eminent domain to acquire the certificate, equipment”® and
facilities of the carrier, or that portion of the certificate that

would be affected.

* Sec. 2. AS 29.35.050 is amended by adding a new subsection to read:

(d) A municipality may establish an intermediate transfer site



for the collection and disposal of waste material without purchasing
the certificate, equipment, or facilities of a waste material carrier
certificated by the Alaska Public Utilities Commission. The munici—
pality may, without compensating a certificated waste carrier operat—
ing in the area, provide for or contract with a certificated or non-—
certificated entity to provide for the <collection and disposal of
waste material

D left at the intermediate transfer site; or

(2) generated by the municipal government or by the munici- |
pai school district.

* Sec. 3. AS 42.05.711 1is amended by adding a new subsection to read:
(m) The collection and disposal, wunder AS 29.35.050(d), by a

municipality of waste material deposited at an intermediate transfer
site and of waste material generated by the munic.pality itself or by

the municipal school district is exempt from this chapter.

CSSB 298 (L&C) 2-
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Original sponsor(s): Labor & Commerce Committee
IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE
CS FOR SENATE BILL NO. 298 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to waste collection.”
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.35.050(b) 1is amended to read:
(b) The governing body of a municipalitymay not prohibit a

person holding a valid certificate from the Alaska Public Utilities
Commission from continuing to collect and dispose of [GARBAGE, REFUSE,
TRASH,] waste material [,] or provide other related services 1in an
area in the municipality if the certificate authorizes the collection
and disposal of [GARBAGE, REFUSE, TRASH, OR OTHER] waste material and
providing of other services 1in the area, and the certificate was
originally 1issued before the municipality provided similar services.
Except as provided in (d) of this section, a [A] municipality may not
provide for a [GARBAGE, REFUSE,TRASH, OR OTHER] waste material col—
lection and disposal service in an area to the extent it lies 1in an
area granted to a [GARBAGE, REFUSE, TRASH, OR OTHER] waste material
carrier by a certificate issued by the Alaska Public Utilities Commis—
sion to the carrier until it has purchased the certificate, equipment
and facilities of the carrier, or that portion of the certificate that
would be affected, at fai”™ market value. A municipality may exercise
the right of eminent domain to acquire the certificate, equipment” and

facilities of the carrier, or that portion of the certificate that

would be affected.

* Sec. 2.AS 29.35.050 1is amended by adding a new subsection to read:

(d) Amunicipality may establish an intermediate transfer site

-1- CSSB 298 (L&C)
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for the collection and disposal of waste material without purchasing
the certificate, equipment, or TfTacilities of a waste material carrier
certificated by the Alaska Public Utilities Commission. The munici—
pality may, without compensating a certificated waste carrier operat—
ing in the area, provide for or contract with a certificated or non-—
certificated entity to provide for the collection and disposal of
waste material

(€H) left at the intermediate transfer site; or

(2) generated by the municipal government.
Sec. 3. AS 42.05.711 1is amended by adding a new subsection to read:

(m) The <collection and disposal, wunder AS 29.35.050(d), by a

municipality of waste material deposited at an intermediate transfer
site and of waste material generated by the municipality 1itself s

exempt from this chapter.

CSSB 298(L&C)
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ALASKA REFUSE UTILITIES ASSOCIATION
Suggested amendments to H.B. 499:
1. Page 2, line 9- delete the following:
"(2) generated by the municipal governments [OR
BY THE MUNICIPAL SCHOOL DISTRICT. }»
2« Page 2, line 19- delete the following:
"site and of- waste material generated by the

[OR BY THE MUNICIPAL SCHOOL DISTRICT

municipality.>.
%

IS EXEMPT.FROM THIS CHAPTER.]"
3y Page 2, line 21- add the following:
"Sec. 5. AS 42.05.___ is amended by adding a new
section to read:
The legislature finds that authorizing competing public
utilities for the collection and disposal of garbage;
refuse; trash; and other waste materials may be
injurious to the progress of waste recovery and
recycling of materiaI% and is a policy matter reserved
for the legislature, The Alas.ka Public Utilities
Commission is instructed to not issue competing
certificates for the collection and disposal of
garbage, refuse, trash, or other waste materials

until the legislature finds that competition in this

service is in the public interest."

4. Page 2, line " , add the following:

"Sec. 6. -Sections 1, 2 and 4 of this act take effect

on January 1, 1994 Except that this act takes affect

immediately for all municipalities that have adopted
*

a cap on their property taxes.
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ALASKA PUBLIC UTILITIE3 COMMISSION

COMMENTS ON SB 298

April 26, 1989

The Commission supports SB 298. This legislation would
deregulate garbage utilities in conformance with the recommenda—
tions in the 1979, 1985, and 1989 performance reviews (Sunset
Audits) of the Commission by the Division of Legislative Audit.
The Commission has consistently endorsed this recommendation
bothin its formal responses to these Sunset Audits and in 1its

FY1988 Annual Report to the Legislature.
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Analysis:

IT enacted, SB298 will completely remove the collection and dis—
posal of refuse (garbage) utility service from APUC jurisdiction.
This action will impact 43 of 311 certificated publio utilities
(13.8% of the total), of these, 9 of 96 fully economically regu—
lated refuse utilities (9.4% of the total) would be deregulated.

While this change in jurisdiction will provide some relief 1in
terms of agency workload, it cornea in the nature of a partial
realignment of resources to responsibilities. When consideration
is given to the faot that approximately 24% of the the APUCa
staff has been lost to budget cuts since FYB4, it would be impru—
dent from a management perspective to propose any additional re—
ductions as a result of the jurisdiotional change 1incorporated in
this bill. Therefore, the APUC submits a zero fiscal note in
response to this proposed legislation.



A PERFORMANCE REPORT ON THE
DEPARTMENT OF COMMERCE AND
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Audit Control Number

08-1354-89-R

Commissioner, Department of
Commerce and Economic Development Larry Merculieff
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AUDIT DIVISION
PO.BOX W
JUNEAU, ALASKA 99811-3300

THE LEGISLATURE

BUDGETAND AUDITCOMMITTEE

February 21, 1989

Members of the Legislative Budget
and Audit Committee:

In accordance with the provisions of Titles 24 and 44 of the
Alaska Statutes, the attached report 1is submitted for your
review.

A PERFORMANCE REPORT ON THE
DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT
ALASKA PUBLIC UTILITIES COMMISSION

February 14, 1989

Audit Control Number

08-1354-89-R

The objectives of this audit were to examine the activities
of the Alaska Public Utilities Commission to determine 1if
there is a demonstrated public need for its continued
existence and 1if the commission has been operating in an
efficient and effective manner.

The audit was conducted in accordance with generally accept—

ed governmental performance auditing standards. Audit scope
and methodology are discussed 1in the Report Objectives,
Scope, and Methodology section of this report. Audit

results may be found in the Report Conclusions, Findings and
Recommendations, and in the Analysis of Public Need sections
of this report.

Randy y. Welker, CPA
Legislative Auditor
Division of Legislative Audit
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REPORT OBJECTIVES, SCOPE, AND METHODOLOGY

In accordance with the intent of Titles 24 and 44 of the
Alaska Statutes, we have examined the activities of the
Alaska Public Utilities Commission (hereinafter referred to
as APUC or the commission) to determine 1if there s a
demonstrated public need for its continued existence and if
the commission has operated in an efficient and effective
manner.

Legislative intent requires consideration of this report
during the legislative oversight hearings to determine
whether APUC should be reestablished. The law now specifies
that the commission will terminate June 30, 1989 and have
one year from that date to conclude its affairs.

The policy and audit approach utilized by the Division
of Legislative Audit for performance reports can best be
described as "audit by exception,” This methodology focuses
audit effort on areas of an auditee®s operations that have
been 1identified by a preliminary survey as having a high
degree of probability for needing improvements.

Therefore, by design, finite audit resources are used to
identify where and how improvement can be made, and little
time is devoted to reviewing well-run operations or
programs. Consequently, this report highlights those areas
needing improvement and does not emphasize those operations
and programs that are properly functioning.

Discussion of the objectives, scope, and methodology of our
review follows.

Obj ectives

APUC was created to vregulate public wutilities so that
citizens could enjoy adequate service at the lowest reason—
able rates. The primary objective of this audit, therefore,

was to determine whether the public need for the commission
continues to exist.

The secondary objective was to review the commission™s major

functions, namely certification of utilities, tariff
actions, 1investigations, and complaint follow-up for effec—
tiveness 1in meeting the public need. The tertiary objective

was to evaluate these functions in particular, and the
APUC"s operations in general, for economy and efficiency of
operation.

Our analysis of public need, findings and recommendations,

and our conclusions have been summarized 1in the appropriate
sections of this report.

STATE OF ALASKA -1- DIVISION OF LEGISLATIVE AUDIT



Scope and Methodology

The primary emphasis of our audit was on the factors out—
lined in the Analysis of Public Need section of this report.

Alaska Statute 44,66.050 requires that these factors bDbe
considered in the determination of the commission®s contin—
ued existence. To address these areas, we analyzed the need
for regulation of the various industries, reviewed pertinent
academic literature, <considered the regulatory status and
trends nationwide, interviewed commissioners and staff,

reviewed APUC®"s statutes and regulations, contacted the
State Ombudsman and the Equal Employment Opportunity
offices, analyzed <consumer complaints against utilities

filed with the commission, and reviewed decisions made by
the commission.

The effectiveness and efficiency of the commission was
addressed through the above procedures and also by contact—
ing and requesting assistance from all certificated utili—
ties and by reviewing individual files.

Our review of decisions, complaints, tariff actions, hear—
ings, investigations, and certifications was performed
primarily on a sample of FY 88 1items. These were selected
on a judgmental basis to allow us to focus on certain
activities and industries.

STATE OF ALASKA -2- DIVISION OF LEGISLATIVE AUDIT



ORGANIZATION AND FUNCTION

Public wutility regulation in Alaska has evolved substan—
tially since the creation of the Public Services Commission
(PSC) in 1959. That three-member body had jurisdiction over
electric power, heat, water, gas, oil or other petroleunm
products (except by pipeline), telephone or telegraph
communications, and community sewer services. In 1960 PSC
gained responsibility for transportation utilities which it
regulated until the creation of the Alaska Transportation
Commission in 1966.

PSC was replaced by a three-member Alaska Public Utilities
Commission in 1970. Regulated industries then included
electrical, telecommunications, water, steam, sewer, gas,
and petroleum when no competition existed. A 1973 amendment
added garbage, refuse, trash or other waste to the [list.
Amendments passed in 1980 provided exemptions from economic
regulation for cable television services and other utilities
with Jlow annual gross revenues as well as establishing a
provision allowing economic deregulation by consumer vote
for certain utility groups. With abolition of the Alaska
Pipeline Commission in 1981, jurisdiction over pipelines
passed to APUC.

In addition to jurisdictional changes, composition of APUC
also changed. Alaska Statute 42.05.040 originally required
one member to be a law school graduate, one to be a univer—
sity graduate with a major 1in engineering, and one to be a
university graduate with a major 1in finance, accounting,

or business administration. Two additional positions were
added to the commission 1in 1975 for which no special quali—
fications were established. All members are appointed by

the Governor and confirmed by the Legislature for six-year
terms.

Under AS 42.05 and AS 42.06, APUC 1is ~charged with the
responsibility to ensure the furnishing of adequate service
to all public utility patrons, without discrimination, and
at the lowest reasonable rates consistent with the interests
of both the public and the utility. Statutory provisions
direct the commission, after determining an applicant 1is
fit, willing, and able to provide utility service, to issue
that applicant a Certificate of Public Convenience and

Necessity. After 1issuance of this certificate the commis—
sion then regulates the vrates, <classifications, rules,

regulations, practices, services, and facilities of a public
utility, unless it is exempted or deregulated. The commis—
sion has the authority to adopt regulations and to hold
formal, quasi-judicial hearings to accomplish these
purposes.

STATE OF A“.ASKA -3- DIVISION OF LEGISLATIVE AUDIT



The staff of APUC 1is divided 1into six major functions:
administration, engineering, communications carriers,
consumer protection, finance, and tariffs. In total, APUC
employs AO people with an operating budget for FY 89 of
$3,884,100. A brief description of the services provided
by those functions follows:

Administration. An executive director, hired by the com-

mission, Is responsible for directing all staff functions
and acts as a liaison between staff and commissioners and
between the commission and legislature. He 1is responsible

for records and document management, fiscal and personnel
administration, and budget preparation and 1is assisted 1in
these duties by an administrative assistant, document
processing personnel, and other clerical support staff.

Engineering. This section 1is responsible for the investiga—
tion of utility procedures and practices affecting quality
of service, review of legal descriptions for service areas,

plans for plant expansion, and plant-in-service and depre—
ciation schedules. Their evaluations are presented in
proceedings before the commission.

Communications Carriers. This section was established by
1976 legislation to develop, recommend, and administer
policies and programs with respect to the vregulation of
rates, services, accounting, and Tfacilities of communica-—
tions common carriers within the State involving the use
of wire, cables, radio and space satellites.

Consumer Protection and Information. Major responsibilities
for this section include 1investigation and resolution of
consumer complaints, public relations, and information
dissemination.

Finance. Activities carried out by this section include the
examination, analysis, and evaluation of financial state—
ments submitted for rate cases, audits of financial records
of utilities, examination of financial information compris—
ing historical operating year and pro forma adjustments, and
the presentation of these analyses at proceedings before the
commission.

Tariff. This section examines, analyzes, and investigates
tariff filings and presents recommendations to the commis—
sion at biweekly tariff action meetings. Administrative
functions include organizing those meetings, as well as
meeting all public notice requirements on tariff filings
and maintenance of current master tariffs for all utilities.

STATE OF ALACKA -4- DIVISION OF LEGISLATIVE AUDIT



REPORT CONCLUSIONS

Policy Issues

This review contains policy 1issues raised as a resuit of
our evaluation of various commission practices. The final
policy decisions affecting those practices are not within
the scope of this review but require legislative considera—
tion. In debating these decisions the legislative oversight
committees should take 1into consideration the findings and
recommendations presented 1in this report to assist them 1in
evaluating the potential impact of any policy changes.

Report Conclusions

In our opinion, the Alaska Public Utilities Commission 1is
operating 1in an efficient and effective manner and should
continue to regulate public utilities and pipelines. We
believe that the public interest is being served by requir—
ing public utilities and pipelines to be certificated by

APUC. This process stabilizes demand for the utility
service by eliminating competition and thereby allowing
economies if scale to operate. Economic regulation by the

commission, in place of that competition, ensures that the
utilities provide adequate service at the lowest reasonable
rates.

Although this economic justification 1is valid for the
majority of utilities regulated by APUC, we evaluated their
jurisdiction for potential areas of deregulation for several
major reasons: (1) to comply with the intent of sunset
legislation which attributed public disenchantment with
state government to a proliferation of that government;
(2) in recognition of the fact that the cost of regulation
may exceed its benefits; (3) the 1increased demands being
placed on commission resources; and (A) the State"s ability
to provide those resources.

Our analyses revealed several 1industries where regulation
could be eliminated with minimum negative public 1iImpact.
Our 1initial criteria was whether the service was essential
for modern living to the average Alaskan and, if so, whether
the industry operated as a natural monopoly. Although it 1is
uncertain whether rates under deregulation would be higher
or lower, deregulation should provide benefits such as
competitive alternatives to existing services and more
innovative services and rate designs. Additionally, ser—
vices may be provided 1in areas not previously served as a
result of eliminating the barrier to entry into the market—
place that has been erected by certification and the cost of
regulation. While refuse collection services may be consid—
ered essential by many, this industry 1is not a natural

STATE OF ALASKA -5- DIVISION OF LEG ISLATIVC AUDIT



monopoly and should not be regulated (See Recommendation
No. 1A) . Radio communication carriers do not provide an
essential service and also should not be regulated (See
Recommendation No. 1B). Cable television may be considered
essential by many and may also be a natural monopoly 1in the
small and medium size towns. However, the statutes have
created state sanctioned monopolies without the companion
public protection against unreasonable and discriminatory
rates and services. Further, federal law prohibits full
economic regulation. The State should cease cable certifi—
cation (See Recommendation No. 1C).

We are also convinced that small utilities should be exempt—
ed from economic regulation on the basis that the cost of
regulation likely exceeds 1its benefits to consumers. We
further recommend that the consumers of these exempted
utilities be allowed a vreasonable opportunity to elect
economic regulation (See Recommendation No. 1ID).

We recommend that the utilities owned by the Municipality of
Anchorage be exempted from economic vregulation. This
exemption and the companion opportunity to elect economic
regulation should be available to Anchorage as it is to all
other municipal governments in the State (See Recommendation
No. |1E).

We believe that the commission®s costs should be fully
allocated to consumers, but only to those consumers of

utilities who continue to be regulated. We consider this
regulatory funding approach to be most equitable to all the
State®"s citizens. It should also encourage the elimination

of any unwarranted economic regulation when combined with
consumer regulatory elections (See Recommendation No. 2).

We recommend that APUC develop a topical reference systenm
for commission orders and court decisions (See Recommenda—
tion No. 3) .

A review of commissioner appointments showed that appoint—
ment terms expire on the same date for the two consumer
members. As this situation could cause a significant
disruption of commission activity, we recommend that the
statute be <changed to require the staggering of these
appointments (See Recommendation No. 4).

STATE OF ALASKA -6- OIVISION OF LEGISLATIVE AUDIT



FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

Alaska Statute 42.05 should be amended to eliminate certain
unnecessary regulatory functions of APUC.

Public convenience and necessity require certain services to
be provided. Such services have traditionally included
electric, telephone, gas, water, and sewer. The nature of
these businesses do not lend themselves to competition; they
are capital intensive and have permanent physical connec—
tions to their customers. The economies of scale of these
industries are such that one company may be able to serve an
entire market at a lower cost than could two or more compa—
nies; therefore, competition could not decrease prices to
consumers in the 1long run and would only result 1in wasted
capital resources through duplicate facilities. Note that
this "natural monopoly™ relates not only to the relationship
between fixed and variable costs but also to the character—
istics of the market. As these services are considered
essential and as the 1long-run cost 1is lowest if only one
company is allowed to serve, a monopoly 1is awarded in the
form of a Certificate of Public Convenience and Necessity to
a company that is determined to be fit, willing, and able.

As these services are essential, the demand for them is
relatively inelastic in terms of service price or available

funds. A monopoly coupled with inelastic demand can result
in excessively high prices as well as price and service
discrimination between consumers. Uncontrolled economic

power has been considered economically, politically, and
socially unacceptable in a democratic society. The alterna—
tives are to nationalize the utilities or to regulate their
services as a substitute for effective competition, with
regulation being the preferred method. Regulated public
utilities are required ‘0 make specified service levels
available at approved rates to all consumers in their
designated service areas.

In addition to the concerns over economic power, the public
interest may also serve to extend regulation into situations
where competition would have significant undesirable side
effects on the quality of life in the area. For example,
competition could create a black forest of utility poles or
the continual digging to bury cables or pipe.

However, it may not be appropriate to economically regulate
all certificated utility companies. For example, the cost
of regulation may outweigh 1its potential benefits or the
consumer®s control over service and vrates that already
theoretically exits in that the company 1is a member-owned
cooperative or it 1is owned by a political subdivision.

STATE OF ALASKA -7- DIVISION OF LEGISLATIVE ADIT



Further, overriding all the above considerations, the public
interest being addressed must represent a substantial
portion of the State"s population; unique situations should
be addressed at the local level.

While we acknowledge that not everyone will subscribe to
this theory of regulation, we believe i1t to be fundamentally
sound. Utilizing these principles, we analyzed APUC"s
jurisdiction and determined that governmental control 1in the
following areas was unwarranted.

A. Alaska Statute 42.05 should be amended to cease certifi—
cation and regulation of companies furnishing collection
and disposal service of garbage, refuse, trash, or other
waste material-

Whether an individual considers refuse collection to be

an essential service for modern living depends pri—
marily on where they reside 1in the State. However,

even essential services should generally not be regu—
lated unless they are natural monopolies. For example,

we do not Dbelieve that essentials such as food and
clothing should be regulated.

Refuse collection, as with most enterprises, has
certain economies of scale that affect 1ts operations.
However, these economies of scale are not such that one
company can obviously provide the area-wide services
for a significantly lower ;otal cost than could several
competitors. Relative to traditionally-regulated
industries, refuse collection requires less capital,
and thus they have a higher percentage of variable
costs and less significant economies of scale.
Further, the competition within service areas 1iIn
several locations defeats the natural monopoly premise
in the larger markets. We believe that a natural
monopoly could occur 1in this industry 1in only the very
small markets and that these do not warrant regulation
due to the cost to benefit relationship.

Therefore, refuse collection should not be regulated
unless there are overwhelming negative side effects
present un”er competition in this industry. We
acknowledge the possible negative effects of increased
truck traffic, refuse pickup scheduled throughout the

week in individual neighborhoods, and consistency
problems as companies adjust to the economic realities
of competition. However, these problems did not

overwhelm the residents of the Mat-Su Borough as a
result of the residential competition which began 1in
1985. Further, the Alaska Municipal League has adopted
a resolution asking that refuse <collection be de—
regulated.

STATE OF ALASKA -8- DIVISION OF LEGISLATIVE AUDIT



In response to our previous sunset audit recommenda—
tions to deregulate this 1industry, APUC expressed
concern over the health and sanitation problems that
could occur if these companies were removed from their
jurisdiction. These health and sanitation 1issues are
presently under the jurisdiction of Ilocal communities
and also the Department of Environmental Conservation.

There are presently forty-three certificated refuse
companies; nine of these are economically regulated
under AS 42.05.711, as they have annual gross revenues
of greater than $200,000. Although APUC has no time
sheet data upon which to estimate the cost to regulate
these forty-three companies, the commission states in
their FY 88 Annual Report that the time dedicated to
refuse 1is excessive relative to agency resources and
the resultant public benefit, and they recommend that
this industry be deregulated.

Alaska Statute 42.05 should be amended to cease
certification and regulation of radio common carriers.

There are currently ten certificated vradio common
carriers in Alaska. Radio Common Carrier (RCC)
services 1include radio paging, mobile radiotelephone,
and improved mobile telephone public utility services.

The commission opened an 1investigative docket on the
subject of deregulation of RCCs in 1981 which resulted
Iin a 1982 decision to cease economic regulation of this
industry. The commission cited as justification, among
other things, that RCC service was not an essential

service. As RCC service 1is not essential to the
average Alaskan, we concur with the commission that it
should not be economically regulated. We  further

contend that services that are not essential should not
be certificated.

In that 1982 decision, APUC stated that the certifi—
cation process should be continued to monitor the
interconnection to the telecommunications network and
to prevent cross-subsidization of non-monopoly RCC
services by monopoly local exchange telephone services.

However, both these concerns can be monitored through
the continuing processes of certification and economic
regulation of local exchange services.

Cellular phones are relatively new to Alaska, and APUC
has not yet decided i1f or how they should be regulated.
We understand these phones provide a higher sound
quality at a higher cost than conventional radio phones
and over a shorter range; as such, they may be even
less of an essential service to the average Alaskan.
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Alaska Statute 42.05.711(d) vreads as follows: "The
commission, on a finding that no legitimate public
interest will be served, may exempt a utility from all
or any portion of this chapter.”™ [Emphasis added.] As
the 1082 decision categorically deregulated an entire
industry, not an individual utility, this order may be
illegal. We are not recommending that this statute be
amended to allow categorical deregulation, as this
power should be retained by the Legislature. Rather,
we are recommending that the statute be amended to
specifically deregulate RCC services; this would
incidentally resolve the question.

Alaska Statute 42.05 should be amended to cease certi—
fication of cable television-

We do not consider <cable television an essential
service, particularly 1in view of the large number of
Alaskans who receive off-the-air network television or
broadcasts from the Rural Alaska Television Network.
The premise of "essential™ 1is also defeated by a review
of the cable television service 1in Anchorage in which
large sections of the service area are not yet cabled 9

years after the certification was awarded. The 1988
service expansion added only 1 mile of cable for 83
homes and businesses. While we acknowledge that it

takes years for a new utility to cover a service area,
we submit that this standstill, even in consideration
of the economic decliite, indicates that this service
has ea higher elasticity of demand than would an
"essential" service.

As 1t 1is not an essential service, it should not be
regulated as a public utility. Although the statutes
do not allow economic vregulation, they do require
certification of the companies. APUC has responded by
issuing certifications for exclusive service areas.
This has created state-sanctioned monopolies with
legally protected service areas, yet the statutes do
not provide the companion public protection against
unreasonable and discriminatory rates and services.
The statute should, therefore, be amended to remove the
certification requirement.

However, there are many who believe that cable tele—
vision 1is essential to modern 1living or that it 1is
essential so that we may fully realize our First
Amendment right of freedom of speech. IT it is first
decided that cable television 1is essential, then the
natural monopoly 1issue must also be considered 1in the
regulatory determination.
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We believe that cable television may be a natur mono —
poly in the small and medium-sized towns. AJ such,

these may be candidates for economic regulation.

However, the cost of regulation may outweigh the

benefits for these small markets. The economic

regulation that is available is also limited to basic

services, as the federal Cable Communications Policy
Act of 1984 prohibits price regulation of the premium
packages. In the largest cities, the competitive

environment indicates that there 1iIs not a natural

monopoly present for cable television, thus certifi—
cation and economic regulation 1is inappropriate.

The federal Cable Act was designed to promote the
expansion of cable television systems by promoting

local franchising and limiting rate regulation. This

law would not allow any rate regulation in Anchorage or
Fairbanks but would allow basic service rates to be
regulated in other areas such as Juneau or Homer. It
does, however, appear to allow us control over the
possible competitive side effect of duplicate cabling.

By statute we could require the segregation of cable
distribution companies and these could be fully regu—
lated. The cable programming could then be opened to
competition.

In summary, regardless as to whether or not cable
television 1is viewed as essential, we recommended that
the present certification requirement be deleted from
the statute. To the extent that this service is deemed
essential, municipal franchising or certification and
regulation of distribution-or.ly companies should be
considered.

We also must point out a potential liability to the
State under the Cable Act 1if this recommendation is
implemented. The Cable Act outlines specific criteria
which must be shown to deny a franchise and the pro—
posed statute amendment would categorically retract the

certificates (franchise) without this showing. How —
ever, the Attorney General®s Office 1indicated to us
that the State would prevail 1n court. We recommend

that a formal opinion on this potential liability be
obtained from the Attorney General before this statute
Is amended.

Alaska Statute 42.05 should be amended to exempt the
smaller utilities from economic regulation!

Electric, telephone, gas, water, and sewer utilities
have traditionally been considered essential services
and are often natural monopolies. Nevertheless, we
should refrain from economic regulation 1if 1its cost
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exceeds the benefits. However, this information 1is not
avaitlable nor can it be reasonably generated. "Cost"

would include 1incremental APUC and utility time and

materials as well as the effect of project delays on

long-term rates; this component of the equation could

be studied and estimated. The "benefits™ of regulation

include a financially stable utility providing con—
sistent service uniformly to customers who are assured

of equitable rates and services now and in the future;

this cannot be quantified.

Nevertheless, 1in consideration of the State®s dwindling
resources and the public®s disenchantment with the
proliferation of state government, we believe that it
is appropriate for us to presume that the cost of
regulation presently exceeds 1its benefits for many
smaller utilities and that the gross revenue exemption
levels provided in the statutes should be raised.

Alaska Statute 42.05.711 exempts electric and telephone

utilities with gross revenues under $50,000 from
certification and economic regulation. It also allows
a utility"s consumers to elect economic deregulation
for cooperatives, electric or telephone utilities with
less than $325,000 in annual gross revenues, and for
any utility which does not gross $100,000 annually. We
propose that an across-the-board gross revenue-based
exemption from economic vregulation be established.

Three options are presented in the following table. It
was prepared based upon APUC"s FY 88 Annual Report and
represents all utilities that are currently economi—
cally regulated with the exclusion of the industries we
have recommended for categorical deregulation.

Number of affected utilities and customers, based upon
gross revenues:

Under $500,000 Under $750,000 Under $1,000,000

Type .. .Util. Customers Util. Customers Util. Customers
Electric 10 819 15 1,990 18 2,691
Telephone -0- -0- 1 343 2 863
Gas -0- -0- -0- -0- 1 908
Water 22 3,715 22 3,715 22 3,715
Sewer 2 15 3 382 3 382
Total 34 4.549 41 6.430 8.559
Percent 40.5% .8% 48.8% 1.1% 54.8% L a

The above percent calculations represent the reduction
in the coverage of economic regulation under each
revenue scenario; however, we caution the inference
from the table that APUC"s workload would decrease
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proportionate to the decrease in the number of
utilities. While there certainly should be some
relationship, the commissionhas no time sheet data
available to correlate these factors.

In concert with an amendment to exempt these smaller
utilities, the following areas should also be ad-—
dressed:

1. The petition provision which allows customers to
request economic regulation of exempted utilities
should be amended. Alaska Statute 42.05.711
presently requires 25% of an exempted utility"s
subscribers to sign the petition. We believe that
this 1s much too great an obstacle to overcome and
recommend that an election be called 1if APUC
receives a petition demonstrating significant
consumer interest. Forexample, the petition
requirement could be set at the lesser of 5% or
500 customers.

2. This proposed gross revenue exemption statute
should not take effect for 6 months to allow
utility customers who wish to retain regulation to
do so without 1interruption.

3. The results of past deregulation elections should
be honored, thus not requiring a new vote on
failed deregulation elections.

4. Tlie customers who continue the benefits of APUC's
economic regulatory oversight should be expected
to pay for this service (See Recommendation
No. 2).

Alaska Statute 42.05 should be amended to cease manh—
datory economic regulation of certain utilities owned
by political subdivisions.

Alaska Statute 42.05.711(b) generally exempts utilities

owned by political subdivisions from economic regula—
tion, unless they so elect. However, 1t also provides

that 1f any of a subdivision®s utilities directly

competes with any other certificated utility then all

the subdivision®s utilities shall be economically

regulated. We presume the intent of this provision was

to eliminate the wasting of resources from facility

duplication resulting from the then ongoing electric

service area dispute as well as preventing the cross—
subsidization of rates which might accompany such a
dispiite. The only utilities falling under this pro—
vision, at present, are owned by the Municipality of
Anchorage.
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The Anchorage service area dispute has been resolved
and the present day competition 1is in the form of
economy energy sales of electricity and perhaps tele—
phone communication systems. This type of competition
does not encourage the massive facility duplication or
the cross-subsidization of rates that a service area
dispute might. Service area concerns can be adequately
addressed through the certification process without
economic regulation.

In conjunction with an amendment to delete this man—
datory economic regulation, the following areas should
also be addressed:

1. The utilities previously regulated by APUC due to
competition should continue to be so regulated
unless rejected by the governing body.

2. A governing boay should be allowed to withdraw a
previous election.

3. The consumers who, through their local government,
have Onosen to continue the benefits of APUC's
economic regulatory oversight should be expected
to pay for this service. Specifically, the
Municipality of Anchorage Assembly should decide
whether their utilities should be regulated
locally or by APUC. IfT they choose to "hire" APUC
to performthis regulatory function 1in their

ebehalf, citizens from all across the State should
not be forced to pay for that service with General
Funds (See Recommendation No. 2).

Recommendation No. 2

Alaska Statute 42.05 and Alaska Statute 42,06 should be
amended to more fully-allocate the costs of regulation.

APUC is currently being funded primarily by General Funds
with a program receipts supplement from partial direct
allocations of cost. The statutes require the cost of
investigations and hearings to be allocated among the
parties, including the commission, as 1is just under the
circumstances. The commission has traditionally not allo—
cated .costs to 1itself and has allocated only the hired
consultant fees, attorney general services, and other
incremental out-of-pocket costs. In a 1988 decision, the
Alaska Supreme Court interpreted the present statutes on
cost allocations tv disallow attorney general services. The
court also remanded the case back to the commission to
determine what portion of the cost allocation they should
absorb.
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Basic fairness prescribes that only the consumers who
benefit from the regulatory services provided by APUC should
pay the cost of this service. This 1s the "user fee"
concept of funding. A funding method should also be de—
signed to allow responsive adjustments to be made in the
level of regulation as desired by consumers. With these
criteria in mind, we have briefly commented on three predom—
inate alternatives.

To the extent of i1ts general funding, any approach fails to
equitably match the regulatory cost to the consumers who
benefit. General funding may be viewed as a payment by all
citizens all across the State, while the benefit may accrue
primarily to consumers 1in Anchorage. The utilities owned by
the Municipality of Anchorage have contributed greatly to
the commission s workload, yet a significant portion of the
total cost of the proceedings is paid out of General Funds.

General funding 1is also less responsive to appropriate
regulatory levels; 1in fact, it probably wastes some of the
State"s dwindling resources. Given that there is a regula—
tory cost/benefit break-even point and that certain consum—
ers are given the opportunity to elect full economic regula—
tion, general funding will likely be perceived ac payment by
"someone else”™ with the result that regulation will always
be extended past this break-even point. Thus, government is
providing an unnecessary service.

Funding of APUC through a gross receipts tax levied against
the utilities and pipelines that 1is passed through to
consumers could provide a reasonable matching of costs to
beneficiaries. This assumes tax rates were established by
utility size, by industry, and by level of regulation.
However, there would always be inequities.

Tnis tax approach would be responsive to regulatory needs
only to the extent that the matching is accurate. However,
taxation has traditionally focused on ability to bear rather
than resource utilization and, thus, such a funding approach
may not be responsive. For example, 1if a tax was designed
which levied 100% of the commission®s costs against the
pipeline companies and none to the utilities, this approach
would do nothing to reduce unnecessary regulation of the
utilities.

Full and direct allocation of the commission®s costs pro--
vides the most accurate and defensible matching among the
three alternatives. As such, 1t would not only be an
effective method in eliminating unwarranted government
regulation but i1t could also make the regulatory process
more efficient by -encouraging adequate and appropriate
filings.

To administer this full allocation program would require
time sheets for commission staff and attorney General
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services, and the use of account codes to share docket
proceeding costs among the parties and to allow recovery of

general overhead. The administrative cost of this progranm
should be less than with the tax approach but, of course,
greater than with the General Fund design. These costs

could potentially be offset by increased staff efficiency
through time sheet accountability. We believe the benefits
of a full-cost allocation programwould far outweigh a
slightly higher administrative cost.

Based upon the above, we vrecommend that the statutes be
amended to establish a full-cost allocation funding approach
for APUC. In conjunction with this shift toward program
receipts funding, AS 42.05.651 and AS 42.06.610 should be
amended, as follows:

1. These statutes should be amended to specify that all
costs of the commission may be allocated.

2. Alaska Statute 42.05.651 should be changed to require
interim allocation, rather than awaiting completion of

a proceeding. The commission has estimated their
unbilled utility allocations at $1.6 million with an
average age of 3.0 years. We note that the related

pipeline statute, at AS 42.06.610, already requires
interim billings. However, APUC does not appear to be
in compliance, with their estimated unbilled pipeline
allocations at $2.1 million with an average of 4.7
years. Further, APUC should amend their regulation at
3 AAC 48.157 which provides for cost allocations after
pipeline, hearings rather than on the required 1interim
basis.

3. These statutes presently require allocation to the
parties of a proceeding including the commission; these
should be modified to exclude the commission. However,
the provisions allowing the commission to allocate
among the parties as 1is reasonable and just should be
retained, thus the commission may occasionally absorb
some costs indirectly and have a need forminimal
General Fund monies.

4. For economically regulated companies, on a case-by-case
basis, the commission should beallowed to determine
whether the costs being allocated are to be passed
through to the consumers.

Recommendation No. 3

APUC should develop a topical reference system for commis—
sion orders and court decisions.

The commission is a quasi-judicial agency which issues
decisions based upon findingof fact and conclusions of law.
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These decisions are in the form of written orders that have
the effect of law and are subject to judicial review.

The commission®s orders are filed chronologically and also
within the docket (case) files. Decisions from the courts
on appeals of commission orders are fTiled with the related
docket. However, no topical cross-reference system 1is
maintained.

At present, the best catalog of prior actions 1is institu—
tional memory. Obviously, such a memory-based system cannot
provide true access to precedent when needed by commission—
ers, staff, utilities, consultants, and attorneys. A
cross-reference system would allow analysis by staff and
decisions by the commission to be made consistently from
case to case and 1in accordance with relevant court deci—
sions. It would also aid utilities and their consultants
and attorneys to adeouately prepare for filings and
hearings.

The Legislature, in conjunction with their FY 89 appropria—
tion to APUC, provided the following: "It is the intent of
the Legislature that the commission use the additional
permanent part-time position to develop a keyword index
filing system for all future commission orders and that
prior year orders be 1incorporated into the system as
possible.”™ However, tho* part-time position was not actually
authorized and the system has not yet been designed.

Recommendation No. 4

Alaska Statute 42.05.030 should be amended to stagger the
appointments of the two consumer members of the commission.

In 1975 the commission was expanded from three to five

commissioners. Appointments were made to both the new
positions for the standard six-year terms with both termi—
nating on the same date. All other APUC commissioner terms

have been appropriately staggered, Because the potential

for disruption of commission activity would be high with two

new commissioners coming on at the same time, we recommend

the terms of the consumer members be staggered.

Currently, the terms are scheduled to end as follows:

Consumer seats (2): November 1, 1993
Engineering seat: October 31, 1990
Finance seat: October 31, 1992
Legal seat: October 31, 1994

The statute required the governor to stagger the 1initial
appointments. However, as this was not done for the con—
sumer members, we recommend the statute be amended to also
require the necessary staggering of subsequent appointments.
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ANALYSIS OF PUBLIC NEED

Limited Analysis

The Tfollowing analyses of commission activities indicate
both positive and negative factors as they relate to the
public need factors defined in AS 44.66.050. These analyses
were not 1intended to be all-inclusive, but address those
areas we were able to cover within the scope of our review.

1. The extent to which the board, commission, or program
has operated in the public iInterest.

The commission has conscientiously attempted to allow
only qualified applicants to provide utility services
and to regulate them 1in such a manner as to ensure

adequate service at the Ilowest reasonable rates. In
finding that no public interest would be served through
regulation, APUC administratively exempted some

utilities through the discretionary power granted at
AS 42.05.711(d).

2. The extent to which the operation of the board, commis-
iTon, or agency program has been impeded or enhanced by
existing statutes, procedurel, and practices which it
Has adopted, and any other matter, 1including budgetary,
resource, and personnel matters.

The Alaska Public Utilities Act (AS 42.05) and Pipeline
Act (AS 42.06) provide broad discretionary power to the
commission to carry out its mandated responsibilities.
The jurisdiction provided under these statutes should
be limited to require regulation only of industries
where the greatest public interest may be served (See
Recommendation No. 1).

The budgeting approach and the statutes should be modi—
fied to fully allocate the commission®™s costs to
consumers, but only to those consumers of utilities who
continue to be regulated. We consider this regulatory
funding approach to be most -equitable to all the
State"s citizens. It should also encourage the elimina—
tion of any unwarranted economic vregulation when
combined with consumer regulatory elections (See
Recommendation No. 2),

The commission has not developed a topical reference
system for commission orders and court decisions (See
Recommendation No. 3). APUC has not been successful in
obtaining additional personnel or funding for this
task.
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The extent to which the board, commission or agency has
recommended statutory changes which are genelrally of
benefit to the public interest.

In their FY 88 Annual Report, APUC highlighted certain
problems they perceive with the current statutes and
also outlined options and recommended solutions.

APUC broached thequestion of who should pay the cost
of regulation andalso presented several optionson a
public policy level. However, they placed the emphasis
on agency funding, rather than on equity to the State"s
citizens or on the potential elimination of unwarranted
regulation (See Recommendation No. 2).

The commission recommended that the statutes be amended
to allow interim billing of cost allocations for utili—

ties, similar tothat allowed for pipelines. We
concur, however, we believe that these billings should
be required, and we assert that they are in fact

already required for pipeline cases (See Recommendation
No. 2).

The commission recommended a statute change to allow
them to increase certificate application fees to fully
reflect the cost of processing these filings. We would
concur 1f it were not for our recommendation which
would effectively allocate these costs on a compre—
hensive basis (See Recommendation No. 2).

APUC also recommended that the exemption scheme at
AS 42.05.711 be reviewed and revised. We agree and

have outlined our suggestions at Recommendation No. 1.

The commission specifically recommended the deregula—
tion of refuse collection.

They requested clarification of AS 42.05.431 which
establishes the power of the commission to fix rates.
APUC 1is uncertain how the dispute resolution procedures
under subsection (b) could be wused to renegotiate
wholesale power contract rates if the commission finds
them to be unjust and unreasonable.

The commission suggested that, iIf the Legislature

intended for utilities who are not economically regu—
lated to pay interest on customer deposits,

AS 42.05.711 should be amended to reflect this intent.

They further recommended that unclaimed deposits not be
escheated to the State. We disagree with this second

recommendation, as 1t may provide a disincentive to
locate the true owners of these funds.
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The extent to which the board, commission, or agency
has encouraged interested persons to "report to it
concerning tne effect cl Its regulations and decisions”®
on the effectiveness ~of service, economy of service,
and availability of service which it has provided.

Formal proceedings are property and timely noticed and
are open to the public. The commission has held public
hearings and formal proceedings within the service
areas of the utilities before them to facilitate public
attendance and participation. APUC also staffs a
Consumer Protection and Information Section to resolve
complaints and disseminate information.

The extent to which the board, commission, or agency
has encouraged public participation in the making of
its regulations and decisions.

All formal proceedings, including hearings on proposed
regulations, are noticed and open to the public. Any
interested person or party may 1intervene 1in a formal
proceeding if that intervention will benefit, but not
unduly delay the proceeding. The commission has also
held 1informal workshops with attorneys and utility
representatives in an attempt to be more responsive to
the needs and concerns of those groups.

The efficiency with which public 1inquiries or corn-
plaints regarding the activities or the board, com-
mission, or agency filed with it, to the department to
which a board or commission is administratively as-
signed, or with the Office of the Ombudsman have been
processed and resolved.

The commission has adopted regulations for informal and
formal complaint procedures. Procedures include a
requirement that the complaint be made firtt with the
utility before being filed with the commission. If the
complaint cannot be resolved informally, formal proce—
dures, 1including an 1investigation, may be initiated.

The Office of the Ombudsman also occasionally handles

utility or APUC-related complaints. We found the
complaint resolution process to be operating satis—
factorily.

The extent to which a board or commission which regu-
lates entrv iInto an occupation or profession has pre-
sented qua]Lified applicants to serve the public.

The commission, prior to granting a Certificate of
Public Convenience and Necessity to a public utility,
IS required to determine that the applicant 1is fit,
willing, and able to provide the service. APUC employs
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utility financial analysts and utility engineers to
perform the necessary analyses to make this determina—
tion.

The extent to which state personnel practices, iIn—
cluding affirmative action requirements, have ~lieen
complied with by the board, "commission, or agency
to 1ts own activities and the area oT~ activity or
interest.

We found no evidence of hiring practices or commission
appointments that are contrary to state personnel
practices. No complaints have been Tfiled with the
Human Rights Commission or the Division of Equal
Employment Opportunity.

The extent to which statutory, regulatory, budgeting,
or other changes are necessary to enable the agency
board or commission to better serve the inteiests of
the public and to comply with the factors.

Please refer to the previous section, Findings and
Recommendations.
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APPENDIX

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
ALASKA PUBLIC UTILITIES COMMISSION
SUMMARY OF APPROPRIATIONS AND EXPENDITURES
For Fiscal Years 1988 and 1989
(UNAUDITED)

1988
1988 Expenses and 1989
Category Authorized Encumbrances Authorized
Personal Services $2,113,600 $2,103,406 $2,113,600
Travel 28,660 27,423 57,100
Other Services 1,592,330 1,224,346 1,688,500
Supplies 21,000 20,800 22,000
Capital Outlay 3,910 3,910 2,900
Total $3,759,500 $3,379,885 $3,884,100

Note: The information included in this summary was obtained
from APUC records and the state accounting system.
This information has not been audited by us and,
accordingly, we express no opinion on Iit.
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STEVEQOOWPER, GOVERNOR

ALASKA PUBLIC UTILITIES COMMISSION
DEPARTVENT CF COMVERCE AND ECONOMIC DEVELCRVENT 420 "L" STREET

SUITE 100
ANCHORACE, ALASKA 99501

|
(907) 276-6222

March 7, 1989

Mr. Randy Welker

Legislative Auditor

Division of Legislative Audit
State of Alaska

- 0. Box W

Juneau, Alaska 99811-3300

Re. Response to Preliminary Audit Report
Dear Mr. Welker:

The following is the response of the Commission to the prelimi-
nary audit report and recommendations submitted by the Division
of Legislative Audit on February 14, 1989, as a result of its
performance review of the Commission.

The Commission concurs with the fundamental conclusion of the
report that the

Alaska Public Utilities Commission iIs operating In an
efficient and effective manner and should continue to
regulate public utilities and pipelines. (Page 5.)

The Commission does not agree with all of the statements of reg-
ulatory theory and philosophy iIn the preliminary audit report but
has focused i1ts comments on uhe actual recommendations.
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Recommendation No. 1A

Alaska Statute 42.05 should be amended to cease certification and
regulation of companies furnishing collection and disposal ser-
vice of garbage, refuse, trash, or other waste material.

The Commission supports this recommendation as it did the identi-
cal recommendation made iIn the 1979 and 1985 Sunset Audits. The
auditor®s statement that the public health and sanitation aspects
of this service are monitored by local governments and the De-
partment of Environmental Conservation addresses the Commission®s
previous reservation on deregulation.

Recommendation No. IB

Alaska Statute 42.05 should be amended to cease certification and
regulation of radio common carriers.

The Commission concurs with this recommendation based on the
character of radio common carrier (RCC) services and the current
regulatory status of RCCs operating in the state. However, as
noted 1In the Commission®s response to the same recommendation 1iIn
the 1985 Sunset Audit, future developments in the telecommunica-
tions i1ndustry may require reimposition of RCC regulation at some
later time.

The Commission also believes that its authority to partially or
fully deregulate a particular utility industry in response to
current circumstances is a desirable and appropriate supplement
to the legislative action advocated by the auditor. Accordingly,
the Commission requests legislative guidance on the validity of
its decision to economically deregulate the RCC industry in the
event this recommendation is not iImplemented by statute.
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Recommendation No. 1C

Alaska Statute 42.05 should be amended to cease certification of
cable television.

The Commission concurs with this recommendation with some
qualifications, as i1t did with the same recommendation iIn the
1985 Sunset Audit. The recommendation appropriately eliminates
the anomaly in the current regulatory scheme for cable television
(CATV) service whereby CATV providers hold monopoly certificates
but are economically deregulated. However, the Commission would
encourage the Legislature to use i1ts legal and research staffs to
examine the implications of the following on full CATV deregula*
tion: (O the Cable Communications Policy Act of 1984, (2 the
Federal Communications Commission®s recant initiatives to elimi-
nate the existing ban on cross-ownership of CATV and telephone
companies, (3) the availability and status of local government
oversight, (@) shared use of rights-of-way, () community access
and institutional network use of CATV systems, and (6) disposi-
tion of certificates held by existing CATV providers. In any
event, as noted iIn response to the 1985 Sunset Audit recommenda-
tion, CATV certification is not a large element of the Commis-
sion®s workload.

Recommendation No. 1ID

Alaska Statute 42.05 should be amended to exempt smaller utili-
ties from economic regulation.

The Commission opposes this recommendation because i1t disagrees
with the auditor®s unsupported presumption that the cost of
economic regulation presently exceeds its benefits for smaller
utilities. Rather, the Commission concludes from i1ts experience



that regulation of small utilities is at the core of i1ts public
protection function, especially given the geographic and de-
mographic characteristics of Alaska. The Commission also
believes that the burden and cost of regulation on smaller utili-
ties can and should be reduced administratively, and it iIs cur-
rently addressing this issue.

As the auditor points out, i1t iIs extremely difficult to quantify
the cost of regulation, both to the regulated and to the regula-
tor. At the same time, it is relatively easy to inflate or de-
flate cost figures to support agiven predisposition for or
against regulation. Regardlessof amount, costs are relatively
meaningless unless they are compared to benefits.

The Commission agrees with the auditor that the primary benefits
of regulation are a financially stable utility which provides
reliable, safe service to all customers at reasonable, non-
discriminatory rates. With the exception of 22 water companies,
the utilities affected by this recommendation are providing ser-
vice in rural Alaska and are predominantly electric utilities.

It has been the Commission®s experience that the need for regula-
tion and the potential benefits provided by regulation are fre-
quently greater for smaller utilities than for larger utilities
for many reasons, including, the logistical challenge of operat-
ing In remote locations; iInexperienced personnel; unsafe facili-
ties as a result of non-compliance with the National Electric
Safety Code; lack of familiarity with utility management, main-
tenance- and accounting procedures; discriminatory actions by
utility management; failure to request rate iIncreases when
needed; and procurement of wrong equipment. In addition, it can
be argued that the consumers in rural Alaska are even more cap-
tive than those In the urban areas, and, therefore, are particu-
larly dependent on a high level of protection.
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Although the reduction in workload would be approximately commen-
surate with the loss of Commission staff over the past three
years 1f this recommendation were enacted, and from that stand-
point may be appealing, the Commission does not believe that the
public interest would be served by wholesale deregulation of
utilities serving perhaps the most (or one of the more) vul-
nerable segment(s) of the ratepaying public.

The Commission believes that the concern about the cost of reg-
ulation that has been voiced by the auditor as well as others,
for the most part, 1is directed at the expense (both in time and
dollars) associated with regulatory requirements when a utility
desires or needs to change its rates. The Commission has recog-
nized for some time that the regulatory scheme that exists and
has been applied to both large and small utilities should be ex-
amined. To that end, on February 3, 1989, the Commission has
issued a Notice of Inquiry. The purpose cf the Inquiry is to
receive iInformation which would assist the Commission iIn propos-
ing regulations to simplify rate and other regulatory proceedings
for smaller utilities. A copy of this order iIs attached. (See
Appendix A.)

In summary, the Commission believes that the issue of the cost of
regulation as i1t relates to the smaller-sized utilities can be
substantially mitigated through administrative procedures rather
than legislation which would eliminate the iImportant public pro-
tection function today provided by economic regulation.

However, 1f the Legislature believes public policy iIs better
served by deregulating smaller utilities, the Commission would
propose, as it did iIn response to the 1985 Sunset Audit, the fol-
lowing amendment to AS 42.05.711 to expand the deregulation elec-
tion process found In AS 42.05.712 which would replace the provi-
sions of AS 42.05.711(e), (), (9), and (i):
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All utilities which have gross revenues of $500,000
or less may elect to be exempt from the provisions of
AS 42.05, other than AS 42.05.221-42.05.281, under
the procedures described In AS 42.05.712.

This approach conforms with the Commission®s position that reg-
ulation for utilities that heretofore have been regulated should
be continued unless the people most affected, the consumers, vote
to become deregulated.

The Commission also concurs with the auditor’s suggestion that
consideration be given to reducing the number of customers re-
quired to petition for regulation under AS 42.05.711.

Recommendation No. IE

Alaska Statute 42.05 should be amended to cease mandatory
economic regulation of certain utilities owned by political
subdivisions.

The Commission supports the philosophy underlying this recommen-
dation. However, the Commission does not believe that elimina-
tion of AS 42.05.711(b)(2) 1s necessary to achieve the auditor®s
objective and has proposed an alternative legislative approach
and language.

It i1s reasonable that i1f regulation iIs elected at one time by a
governing body as currently provided under AS 42.05.711(b)(1),
then a future governing body should have similar authority to
vote to revoke that election. IT such revocation iIs exercised,
it Is presumed that the public protection function provided by
the Commission will be assumed by the governing body of the

30-



political subdivision, thus giving affected consumers a forum and
recourse for concerns and complaints.

The Commission recognizes that this recommendation presently af-
fects only the Municipality of Anchorage. It is pertinent to
consideration of this recommendation that, at the present time,
there are a number of outstanding issues before, and outstanding
requirements by, the Commission for the Anchorage Water and
Wastewater Utility (sewer), the Anchorage Telephone Utility, and
the Anchorage Municipal Light and Power Department.l It is rea-
sonable to assume that the Anchorage Assembly would take into
consideration the status ~nd results of proceedings before the
Commission at such time as it considers any decision to end
economic regulation by the Commission.

NeDocket U-87-47 1s an investigation into the general manage-
ment practices of Anchorage®s sewer utility. In Dockets U-88-18
and U-87-61 the Anchorage Telephone Utility is before the Commis-
sion requesting a 54.83% rate iIncrease and responding to an in-
vestigation into the general and financial management practices
of the utility. Commission decisions are currently pending in
these sewer and telephone cases. At the present time, the
Municipal Light and Power Department is required to provide an
equity management plan and obtain Commission approval before fur-
ther debt refunding is issued because of 1ts poor financial
condition.
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Rather than eliminating AS 42.05.711(b)(2), as the auditor ap-
pears to suggest, AS 42.05.711(b) should be expanded to provide
for deregulation of a municipal entity If i1ts governing body so
elects, once competition no longer exists between i1t and other
utilities, and to allow the governing body of a political sub-
division to revoke a previous election. The Commission believes
It 1s desirable to continue a protective mechanism for regulated
utilities In the event a future situation arises involving com-
petition with a municipal utility. Proposed language is at-
tached. (See Appendix B.)

Recommendation No. 2

Alaska Statute 42.05 and 42.06 should be amended to more fully
allocate the costs of regulation.

The Commission concurs iIn part, and opposes in part, this recom-
mendation. The Commission agrees with the auditor®s suggestion
that, i1n light of the current economic climate as well as a re-
cent court decision, discussion should be focused on the ap-
propriate method to fund this agency. Clearly, the time 1is ripe
to evaluate funding options; however, the Commission disagrees
with the method Df funding advocated by the auditor. Regardless
of the outcome of the broader funding discussion, the Commission
concurs that AS 42.05.651(a) should be amended to allow interim
allocations during a proceeding and to exclude the Commission
from bearing any costs of a hearing or iInvestigation.
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The Commission opposes the auditor"s "full and direct allocation
of the Commission®s costs' approach to funding for several rea-
sons. First, the Commission believes that this is the most cost-
ly and cumbersome funding option from an administrative perspec-
tive. In order to allocate all costs, i1t would be necessary to
develop an extensive cost accounting system to track direct costs
and to allocate iIndirect costs to each utility or pipeline car-
rier. It would also be necessary to establish an accounting
staff and procedures to bill, audit, and collect cost allocations
on a regular basis. The costs to design and to provide the per-
sonnel and other resources required to implement a system to re-
cover the Commission®s budget would be substantial. The Commis-
sion also anticipates that i1ts energies would be diluted from
substantive regulatory responsibilities to accounting and audit-
ing of cost allocations.

Second, the "full allocation”™ approach dees not accurately and
equitably allocate indirect costs. A number of Commission
activities do not fall within categories that are readily
allocable to specific cases iIn the manner suggested in the audit.
These include: administrative duties such as preparation of the
annual budget or responses to administration, legislative, or
other agency (both state and federal) requests; generic cases;
requests from consumer and utility groups to participate in
educational efforts; training; regulations proceedings; court
appeals; Commissioner time; all non-regulatory briefings and
meetings. In addition, there are a number of Commission
activities where the cost-benefit of maintaining individual time
records for cost allocation purposes may not be justified. Under
the auditor®s recommendation, all indirect costs would apparently
be assigned to utilities and pipeline carriers on the same basis
as the direct cost assignments they have received. The effect of
this approach i1s to shift the cost cf statewide regulation to
those entities who happen to have proceedings during the year and
to 1gnore the public protection benefits associated with the



availability of regulation for all certifies jd and regulated
entities. The alternative to this imprecise, inequitable
allocation of iIndirect costs iIs to continue to provide a
significant portion of the Commission®s ongoing budget from che
General Fund, which conflicts with the objective of the "full
allocation™ scheme.

Third, the "full allocation'™ approach is contrary to the
auditor®s underlying economic thesis that utility consumers are
motivated by (or should be motivated by) the cost of regulation
when choosing the appropriate amount of regulation. In
particular, the allocation of iIndirect costs suggested by the
auditor bears no real relationship to the direct costs which are
allocated, thus inflating the cost of regulation and sending an
incorrect economic signal. It will also be much more difficult
for utilities and pipeline carriers to budget for, and
incorporate iIn rates, the cost of regularo:a than i1t would be
under other alternative funding approaches.

Lastly, a "full allocation”™ program does not address the legal
concern of i1ncurring costs, through the program receilpts process,
in one fTiscal year and recovering them through the allocation
process until subsequent fiscal years. In addition, this
recommendation appears to conflict with recent administration and
legislative discussions on the resolution of the Commission®s
financial exposure for program receipts payments as a result of a
1988 Supreme Court decision.

The Commission believes that the focus of the funding discussion
should be on the other options: Continuation of general funding
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and the "user fee" concept of funding.2 To paraphrase what the
Commission stated on page 85 of its FY1988 Annual Report to the
Legislature, the issue Iis:

Who should pay for regulation: taxpayers (general fund) or
ratepayers (user fees)? There are advantages and
disadvantages to each approach. However, a preference

for the former is largely based on a policy premise that
regulation i1s a responsibility of government and a right

to which all citizens are entitled, while the latter may
best be supported on a policy premise that the cost-causer
should be the cost-payer. In the end, the policy that is
adopted may depend on balancing those objectives as well as
the budget itself.

The Commission is prepared to respond to specific questions about
each of these funding options and will work with all interested
persons iIn determining the optimum funding methodology to enable
the Commission to carry out its public protection function.

2Under a user fee approach, certificated and regulated
utilities and pipelines are directly assessed fees usually based
oil gross revenues, which approximate the Commission®s budget ap-
proved by the Legislature.



Recommendation No. 3

APUC should develop a topical reference system for commission
orders and court decisions.

The Commission supports this recommendation, which was previously
made i1n the 1979, 1984, and 1985 Sunset Audits. The Commission
also reiterates that funding is essential to the implementation
of this recommendation.

The almost-realized funding In the Commission®s FY89 budget would
have provided a part-time person to reference current decisions.
However, the historical decisions made during the past 18 years,
with particular emphasis on the last 12 years, are an integral
and equal, 1If not more important, component of a reference system
which would strve all who are directly and indirectly affected by
Alaska utility regulation. The Commission believes the histori-
cal reference system could be developed through a one-time capi-
tal appropriation and that the current reference system could be
maintained with part-time person.

Recommendation No. 4

Alaska Statute 42.05.030 should be amended to stagger the ap-
pointments of the two consumer members of the commission.

The Commission supports this recommendation.
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Appendix

The Commission also finds that the Appendix at page 23 of the
preliminary audit report which summarizes Commission appropria-
tions and expenditures for FY1988 and FY1989 is somewhat mislead-
ing because of the current sources and uses of funding from the
General Fund and program receipts. Accordingly, attached to this
response as Appendix C is a copy of page 23 with suggested foot-
notes to explain the variations iIn amounts presented.

While 1t disagrees with some of the specific findings and recom-
mendations in the preliminary audit report, the Commission sup-
ports the auditor®s underlying objective of matching the duties
and the resources of the agency (and the state) and looks forward
to working with the Legislature iIn i1ts consideration of the audit
report. Please feel free to contact me i1f you have any questions
about this response.

Sincerely,

Susan M. Knowles
Chairman

Attachments
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APPENDIX A

1 STATE OF ALASKA
2 THE ALASKA PUBLIC UTILITIES COMMISSION
3
Before Commissioners: Susan M. Knowles, Chairman
4 Carolyn S. Guess
Louis E. Agi

5 Kathleen L. Whiteaker
Peter Sokolov
G
7 In the Hatter of the Consideration ) R-89-1
of Simplification of Small )]
G Utility Regulation ) ORDER HO. 1

)

ORDER ISSUING NOTICE OF INQUIRY FOR
SIMPLIFICATION OF SHALL UTILITY REGULATION

10
n BY THE COMMISSION:
12 | Introduction
13 A longstanding objective of the Commission and a sub-
JA'iject of frequent legislative interest i1s simplification of reg-
15 iulation of small utilities. As a result, the Commission iden-
16 1 tified this as one of its program priorities for the current fis-
17 cal year. At its Public Meeting on November 22, 1988, the Com-
18 Imission adopted a work plan for addressing this objective, the
, First step of which i1s issuance of this n itice of inquiry (NOT) .
Background
A substantial number of the public utilities operating

T i1n Alaska are businesses providing Service in small, geographi-

B8 8B R B

11cally dispersed areas of the state; almost all of these operate
.Il
24 | outside the-major urban areas of the state. Of the ¥4 utilities
|

25 i

R-89-1(1) (2/1/89)
Page 1 of 11 -38-
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which are economically regulated,1l tho following chart indicates,
by gross revenues and type of service, utilities that could be
proposed within a definition of a small utility. (Financial and

customer information for all economically regulated utilities 1is

. provided on Appendix 1, an extract from the Commission’s FY 19D

Annual Report.)
UTILITY GROSS REVENUES

Less than2 Loss than Less than Less than Less than
$1,000,000 $ 500,000 $ 250,000 $ 100,000 $ 50,000

Electric 18 10 4 1

Gas 1 - - -

Refuse 5 1 — -

Sewer 3 2 2 2

Telephone 2 - - -

Water 22 22 22 15 14
TOTAL 51 35 28 18 16

For utilities subject to economic regulation, the reg-
ulatory scheme that exists applies uniformly to both large and

small utilities wHh relatively few exceptions. (For example,

Iper 3 AAC 48.820(43), 11"economic regulation®™ means that the
commission®s jurisdiction extends to matters concerning rates and
charges for public utility or pipeline carrier services, quality
of service provided by the utility or pipeline carrier to iIts

# customers or shippers, management practices of the utility or

pipeline carrier, and customer or shipper complaints concerning
the services furnished by a utility or pipeline carrier.”

1 2CS for SBjo9 (L&), which was introduced in the last ses-

25 J sion of the Legislature, proposed a simplified scheme of rate

26

regulation for utilities with annual gross revenues of $1 ,000,000
or less.

NR-89-1 (1) (2/1/89)
J, Page 2 of 11 r -39-



isSsion

(907) 276-6222

R BN

Aladia Rblic Ualitses Comm
40 'I'" Suect. Site 100
Anchorage. Alada 99501

B B B R B & B B

certain recordkeeping requirements are less complex for smaller
sized utilities.) Sinco the Commission®s statute is modeled
jlafter a "'Lower 48" average-size utility, a number of real or
-potential problems exist with the present®regulation of small ;
Autilities.3

First, by its nature, regulation is a complex, techni-

ol 1

cal process. The basic ground rules for utility regulation iIn v
Alaska are set forth iIn statute and regulations which exceed 150
pages in length and are written in the terminology (both legal

and technical) which i1s peculiar to these documents as well as to
utility regulation. State regulation is also influenced by, and
at times dictated by, national trends and developments. An ex-
tensive bibliography of regulatory texts, periodicals, and court
and commission cases have been applied to and interpreted iIn
hundreds of Commission decisions. Additionally, there is no iIn-
dex of Commission decisions,4 further complicating the process
for small, less experienced and sophisticated utilities. Thus,
small utilities face a formidable challenge iIn acquiring a work-
ing understanding of the rules, vocabulary, and formulas of the

process sufficient to operate as regulated businesses.

3lhe substantial assistance provided in regulatory matters
by Commission Staff (Staff) to smaller utilities attest= to the -
very real circumstances that face both these utilities and the
Commission under the traditional regulatory scheme.

beginning In 1979, with support of Legislative Audit recom-
mendations, the Commission has unsuccessfully sought funding for
development of an index of its decisions.

R-89-1(1) (2/1/89)
Page 3 of 11
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1 Second, small utilities, because of their yuoyruphic
2 locations and higher costs of operation, fTind personnel special-
3 1i1zed In regulatory matters unavailable or extremely costly. Many
4 of the smaller utilities are basically one-person operations or
5 have few employees. As a result, they must be "jacks of all

6 trades”™ specializing In maintaining adequate service above all

7 else. Their skills are focused iIn the area of operations, which
8 are especially critical and challenging in rural Alaska, not in
9 the particular aspects of engineering, accounting, and record-
10 keeping which are typically required in the regulatory process.
. As a result, small utilities may find the complexities of tie

12 regulatory process disinviting, i1f not overwhelming; may not

13 maintain records iIn accordance with regulatory requirements; and
X4 may find i1t difficult, without some guidance and assistance, to
15 provide the information necessary to meet the same standards of
16 proof for rate and other tariff revisions which are required of
17 larger utilities. This, coupled with a natural reluctance to

18 raise rates to their neighbors, can jeopardize the long-term

19 operation and existence of a utility. Furthermore, individuals
20 who are struggling to maintain viable utility operations 1in a

2L harsh environment or are otherwise independent-minded Alaskan

22 _ entrepreneurs may have little time or use for the complexities
23 il* and requirements of regulation. Regulation is more likely to be

2 [ ignored and less likely to fulfill its stated public purposes

25 junder these circumstances.

26|-

fe
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Third, the costs of compliance with standardized infor-

h

-Jmation and recordkeeping, requirements may be high relative to
|Jother costs and revenues for small utilities. Absent iIn-house
i'expertise, the small utility is often put™in a position where it
;must contract for outside assistance to fulfill i1ts regulatory
needs. The costs iIncurred for attorneys, accountants, and en-
gineers, as well as for hearings before the Commission, can have
a direct and material effect on the rates paid by consumers.
While regulatory costs may be a relatively small portion of over-
all costs for larger utilities, they may actually be a signifi-
cant contributor to the rate increases required by smaller utili-
ties. As a result, small utilities may not be able to afford the
unavoidable costs of exercising their rights and fulfilling their
responsibilities under regulation. This problem is multiplied
for those small utilities operating in remote locations.

Fourth, small utilities may have financial characteris-
tics which differ from those traditionally identified with
economically regulated utilities. [In particular, some of these
utilities have a small iInvestment In rate base (plant investment)
relative to revenues and expenses in contrast to utilities which
require large investments of fixed assets in relation to revenues
generated. There are a number of reasons for this difference,
including, the utility may not be capital intensive by nature
(e.g., refuse utilities); the utility has received government

grants to finance i1ts plant (e.g., water or electric utilities);

the utility was initiated with and financed by a real estate

R-09-1(1) (2/1/89)
Page 5 of 11 -42-



Io(D

development (e.g., water utilities); or the utility owner has
contributed substantial ''sweat equity”™ 1In one or more years of
the utility"s operation which s not reflected in booked capital
investment (e.g., all small utilities). Minor fluctuations in
revenues and expenses have significant consequences for the
financial condition of small utilities with higher ratios of
revenues to assets. Predictuuie fixed charges are a low portion
of these utilities™ expenses, and they may not have the cash flow
cushion provided by depreciation expense and return on iInvestment
(as compared to operating expenses) which is available to more
capital intensive iIndustries. The lead time and requirements of
regulation may be particularly critical to these small utilities.
Fifth, one of the consequences of the decrease in Com-
mission resources without a corresponding decrease In statutory
responsibilities and workload is that i1t is increasingly dif-
ficult for the Commission to provide the necessary level of as-
sistance to small utilities. For example, there have been a num-
ber of instances iIn the past where Staff has essentially prepared
and processed a small utility®s rate case, In particular, where
the financial health of the business depended on rate relief.
Foi some, 1t iIs the Staff"s analysis which provides the utility
with the input to determine the level of rate adjustment It needs
to meet i1ts operating costs. The Staff routinely provides
guidance and assistance on other regulatory matters as well.
while the need for and iInterest in providing this type of support

still exists, it is not possible to continue the past level of

. R-89-1 (1) (2/1/89)
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service with existing resources. Therefore, other mechanisms
Jmust be developed to simplify tho regulatory process for small
utilities and to reduce their reliance on individualized support.
The above discussion of small utility regulation should
not be read to imply that consumers of small utilities require
6 [Iless protection than those of large utilities. |In fact, ex-
7 %perience may suggest that the~need is greater. Similarly, the
8 |Jabove problems with regulation of small utilities In no manner
9_idiminish the Commission®s statutory obligation to assure that
10 consumers of economically regulated small utilities are protected
11 ,with respect to the cost, terms, and conditions of service they
12 ”receive and the reliability and safetyjo¥ facilities that are
13 providing those services. The statute is relatively indifferent
14 1to utility size iIn prescribing the general duties and respon-
15 “sibilities of both the regulators and regulated but allows the
16 Commission through the promulgation of regulations to implement
17 “"the law In 1ts specifics.
18 Discussion
19 It is the policy of the Commission to minimize the bur-

li
2 bdens and costs of regulation for utilities to the greatest extent

|
Z_w possible. However, balance is required iIn order to both assure
2 F the protection of customers of a monopoly providing an essential
23 :zservice and to assure the continued financial and operational

24 viability of. these utilities. The goal of this proceeding iIs to
25

26

JR-09-1(1) (2/1/09)
Page 7 of 11
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1

2

implement this policy for small utilities by examining the cur-

rent approach to regulation and by developing simplified pro-

3 cedures for that regulation which minimize administrative and

4 regulatory burdens and costs for utilities and regulators. It 1is

5 the Commission®s intent to solicit input from all iInterested per-

G sons on this subject by issuing this HOlI and to use that input

7 for drafting regulations. Tho regulations would, In turn, bo

G noticed for comment and suggested changes prior to being

9

10

11

promulgated.
While there are many facets of small utility regulation

which are worthy of reassessment and refinement, the Commission

12 believes that its initial focus should be on the ratemaking pro-

13 cess. For the reasons discussed earlier in this Order, ratemak-

“u

5

b

iIng 1S perhaps the least discretionary and most critical of the
regulatory functions for small utilities. As a corollary to its
ratemaking review, the Commission intends to examine the annual
report forms currently used by small utilities for simplifies-
tion, wherever possible, and for maximum coordination with the
supporting information requirements of rate cases. The Commis-
sion understands that there are also opportunities for simplify-
ing other areas of small utility regulation, such as the prepara-
tion .and processing of miscellaneous tariff filings. While com-
ments are welcome on the full range of regulatory reform for
small utilities, the Commission®s anticipated order of priority
in this Inquiry 1is: (O ratemaking; (@ annual report forms; and

(3 other matters.

U R-G9-1(1) (2/1/89)
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1 Interested persons are encouraged to provide the Com-
2 .mission any and all iInformation and suggestions which they
3 jJbelieve are relevant to this inquiry. However, to facilitate
4 comments tc the NOI, the list of questions which follow includes
5 OIissues which the Commission believes should be considered. Some
6 questions are more relevant for utilities or their representa-
7 tives responding to this inquiry, whiie others may be more ap-
8 propriate for a response from Staff or other interested parties
such as the Alaska Consumer Advocacy Program, the Alaska Rural
Electric Cooperative Association, .or the Alaska Telephone As-
sociation. All respondents are ged to be as specific as
possible and, where appropy .odetail the content and format
of any forms which may be --0sed.
1. What should be objectives of any procedures for
simplifying ratemaking ? . reporting functions for small
utilities?

2. What should be the criteria for being designated a

1SsiIon

pubiic Ulillitless Comm
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"small™ utility which is eligible for participation iIn simplified
ratemaking procedures?
3. What approach should be used to simplify the ratemaking

process for small utilities? For example,

a. Should the emphasis be on making periodic rate case
filings easier?

b. Should a simplified rate filing procedure similar to
that found In AS 42.05.381(e) and 3 AAC 48.700 -- 3 AAC 40.790 be

adopted? (A copy of these provisions is attached as Appendix 2.)

R-09-1() (2/1/89)
Page 9 of 11 _46-



1 c. Should some other alternative to traditional rate

2 base/rate of return regulation be implemented such as a ratio of
3 operating expenses to revenues?

4 4. What is the minimum amount of information needed to per-
5 form the type of small utility regulation which 1isproposed?

6 5. What additional information (a@bove that suggested in

7 response to question 4) would be desirable or necessary to iIn-

8 crease the accuracy or accountability of small utility regula-

o tion; what i1s the cost/benefit of acquiring that information?

10 6. What, if any, forms or information are provided to other
11 state or federal agencies by small utilities which could be sub-

stituted for some or all of the forms required for rate cases or

K

Commission annual reports? (Please provide a sample.)

7. Is 1t possible tr develop a substantially similar set of
forms to be used for both rate case filings and annual reports by
small utilities? (Please provide examples of proposed forms.)

8. What are the most difficult sections of the annual re-

Commyr &

13
%

B

16

7

18 port forms for small utililties to complete? Why?
9

o)

2

2

233

;%zg 9. What are the most useful and the least useful sections
@ of the annual report? Why?
- §grw ] ] ]

10. What, 1f any, changes should be made iIn the procedures
igf& for processing small utility rate filings In order to minimize
2-(< " their administrative complexity and cost? (Please provide an
ft): 2 - example.)

5 .
)

i R-89-1(1) (2/1/89)
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11. What level of support have small utilities been provided
by Commission Staff for ratemaking or other regulatory require-
ments? . (Individual utilities should be as specific as possible.)

12. What level of support, guidance, or assistance IS neces-
sary for the Commission to provide to small utilities?

In conclusion, the Commission is issuing this NOl to
solicit comments on and suggestions for simplification of the
regulation of small utilities consistent with the Commission®s
responsibilities under the law. Written responses to this HOI
should be filed no later than April 3, 1989, with replycomments
due no later than May 1, 1989. Further procedures and schedules
will be established upon review of those comments.

ORDER
THE COMMISSION FURTHER ORDERS:

1. By 1issuance of this notice of iInquiry, a proceeding
iIs opened forthe purpose of considering simplification of reg-
ulation of small utilities.

2. All iInterested persons may submit comments in
response to the notice of inquiry no later than 4 p.m.,

April 3, 1989.

3. All iInterested persons may submit reply comments no

later than 4 p.m., May 1, 1989.

DATED AND EFFECTIVE at Anchorage, Alaska, this 3rd day of Febru-
*ary, 1909.

BY DIRECTION OF THE COMMISSION
(Commissioner Louis E. Agi, not participating)
G E A'D)

R-09-1 (1) (2/1/89)
Page 11 of 11 -48-
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(i90 7'calofi<la?"50Cr)

Pevcnucs
Total Met
Utility Met riant Itevenues Income tlsei s

(Oroaa operating novcnuo Greater Than 05, 000,000)

Alanha Electric Generation
fc Traiumiiunion Coopera-
tive, Inc. $ 17,139,-117 $ 16,256,727 $ 0,5,170 1

Alaska Electric Light and
l'uwar Company 34,739,603 15,000,700 1,360,002 10,370

Alaska Village Electric
Cooporativa, Inc.1 27,210,243 11,405,103 1,016,263 4,970

Chug-ich Electric Associa-
tion, Inc. 366,771,700 93,533,908 5,394,175 60,007

Copper Valley Elcctrla
Association, Inc. 14,053,024 7,171,696 006,209 2,350

Golden Valley Electric
Association, Inc. 130,156/ . 39,115,609 3,173,267 26,704

llomer Electric Associa-
tion, Inc. 02,327,620 31,160,360 2,551,630 17,239

Kodiak Electric Associa-
tion, Inc. 32,519,997 14,044,493 2,325,009 4,351

Ilatanuska Electric Associa-

tion, Inc. 106,672,760 37,079,553 4,640,720 27,479
Municipal l.iglit & Power

Department, Municipality

of Anchorage d/b/a 146,962,166 61,594 ,072. 722,462 30,011

Subtotal 5966,553,04B $327,258,369 $22, 173,595 104,506

(T his Appendix contains excerpts from the Commission's FYS8

Annual Report to the Lv nislature; footnotes are om itted .)

I/2-22-10)



ELEamc urilities (@)

Usoi a

1,716

26

1,246

1,691

973

1,004

(i987 Calciidac Year)
URM( LB
Total Hot

Utility Ilct Plant Ilcvnnunn Incoino
ICriisg Operating Hovnimc Greater Than $1,*>00.QUO but l.eua Than $0,000,n0n)
Alaska I'owor t Telephone

Company 3 3,354,050 ¢ 3.164,1* / 500,190
Arctic Utilities, Inc.* 2,152,979 3,146,.; '1 249,22G
Uarirw Util 1tins nnJ Elec-

tric cooperative, Inc. J— 2 1,606,004 229,661
Uctlicl U tllitloa

Corporation, Inc. 2,036,300 4,277,113 136,114
Kotrebtic Electric

Association, Inc. 6,449,004 2,790,390 420,407
Ilushagnk Electric

Cooperative, Inc.3 4,771,174 2,490,707 260,577
IT Imyit-llahla Iteqionnl

Electrical Authority 5,620,503 2,906,005 4no0,024

Subtotal 2 25,193,970 $ 20,557,933
(Cross Operating nevcnue Greater Than $500 ,000 bub Less
Aill.il: I.lglit and Power

Company, Inc. $ 526,320 $ 741,912
0 & K, Inc. 095,014
Gwllchynn Zhce U tiiity

Company'* 690,130 570,600

Haines 1l.Iglit 6 Power
Company, Inc.

1-HTI Electric Cooperativeg
Inc.

McGrath Light & Power

Company'*

Sand Point Electric, Inc.5

Tanana Power Company, Inc.

Yakutat Power, Inc.
Subtotal

1,206,793

1,162,049

1,522,032 695,272

.
1,069,476 037,306
430,301 939,039
751,797 551,930
674 , (131 693,330
$ 6,000,400 ? 7,095,260

-50-

W 3,356,279

Than $1,500,000)

$ 119,449

11/A

<no,3in>

97,064

<1,032>

143,931
2,132
01,250
45,659

$ 377,343

975

7,711

150

70

297

750

259

231
400
104

2ni

2, G22



KI.CCTHIC UTIL1TIKO (COHT.)
(i807~Caiamlar~Year)

! Hevcmton

Total liot
Utility lint 1*Imil: Ilnvonnon Incumn
(Croaa operalilnt| novoinio tcgg Than $500,1)00)
Andreanof Electric
Corporotionl $ 129,345 5 79,072 $ 15,203
Mottles Light & Il'owor, 316,722 373,529 <47,041>
Inc.
Tar llorth U tllltloo 355,414 112,315 <6,110>
tovclock tlcctrlc
Coopcratlvn, Inc.* 75,534 144,044 20,344
Hanley U tility Company, Inc. 266,322 111,344 <66,Q62>
Middle Kuokokwiin Electric
Cooperative, Inc. 1,714,495 375,093 <21,233>
llopaklak Irclnaqg Power 141,137 275,343 61,212
Company 5 .
Illorthway Power t Light, Inc. 327,927 366,442 39,759
Pelican U tility Company 504,202 394,794 106,033
Teller Power Company 96,429 305,600 : 71.561
Subtotal 5 4,007,607 S 2,539,256 5 252,066

TOTALS

5357 ~450, 04 6 525,,159,203

51,002 ,6357913

U'jni u

37

49

44

69

04

152

01

110

107

0G

019

195,,650



OAg UTILITIES

(1987 Calendar Year)
Revenues
Total llet
UtH Ity Ilct Plant Revenues Income Users
(Cross Operating Rcvcnuo Greater Tlian $5,000,000)
CII5TAIlI Il.itoral Cas Companyl
(a division of Seagull
Energy Corporation) $157 479,366 $99,956,451 $15,055, 146 70,223
Subtotal $157,479,366 $99,956,451 $15,055,146 70,223
(Oroaa iperatlng Rovonue Oroatar Than $500,000 but Lass Than $1,500,000)
Darrou U tilities and
Electric Cooperative, Inc. » 004,907 74,605 900
Subtotal L 004,907 74.G05 901)
TOTALS $157,479,366 $100,761,430 $15,929,031 79, 131
REFUSE AIID GARDAGE UTILIT1ES3
(1987 Calendar Vearj
Revenues
Total (let
Utility lieb Plant Revenues Income iCustomers
(Cross Upcrnting Revenue Greater Than $200000) m
Anchorage Refuse, Inc. $2,458,004 $ 9,210,396 $163,011 26,076
Chanuol Sanitation Corporation 27G,094 2,132,305 <390,404> 4,920
Drake's Sanitation, Inc.1 132,400 454,641 <0,716> 165 «ra*
Eagle River Rclusc, Inc. 105,r610 932,965 32,697 4,110
Far llortli Sanitation, Inc. 1,569,616 1,214,258 133,067 712
Interior Services,
Ralph E. Uartlatt d/b/a 780,822 519,916 <23,940> 262
Kodiak Sanitation, |Inc. 82,437 020,551 70.322 102
Peninsula Sanitation Company, Inc 2 252,395 1,350,321 05,004 1,340 1
Wasllla Iteluno, Ir.1,3 130,700 541,037 74,504 702
TOTAL $5,077,046 $17,176,390 $137,937 jid i .

-52-



BEHEn (WAOTEOATEtlI) UTILITIES
(1§07 _Caieritiar loarj

[LEVEIUES
Total Hot

01111ty Hot Plant! nevenuoa Incomo Users
(Oroaa operating novonue Groatcr Than $1,000,000)
Anchorage Hater mid

Hastownter Utility,

Municipality of

Anchorage d/b/a $54,302,553 $10,099,005 $<1,200,190> 49,140
College Utilities Corp.2 2.201,975 1,360,995 101,412 1,554

Subtotal $56,504,520 $19,466,000 $<1,106,77U> 50,694
(Groaa operating Revonuo Leas Than $259,000}

Darrow wutilities and

Electtic Coopera-

o =]

tlvo, Inc. i — $ 554,500 $ 3,333 167
Salmnntof Utilities,

Inc. 50,000 004 514 3
Settlers Day Proper-

ties, Inc. 0 - 5,045 <159,390> 12

Subtotal $ 50,000 $ 560,509 $ <155,543> 302

TOTALS $56,634,520 $20,027,309 $<1,342,321> 51,076

-53



(Long

Utility

(Oross Oporatlng Rcvenuo

Alascom, Inc.

Anchorage
U tility,

Telephone
Municipality

TELECOMMUNICATION UTILITIEO

Lines and Local Exchange Carriers)
(1987 Calendar Year)
Revenues
Total Net -
Net Plant Revenues Income
Greater Than $4 ,000,000)

$329,029,964

of Anchorage d/b/a 219,695,213
General Telephone Company

of Alaska .12,884,6009
Interior Telephone Company 0,837,986

Hatanuska Telephone

Association, Inc.

Telephone U tilities of
Alaska, Inc.

Telephone U tilities of
the Northland, Inc.

United U tilities, Inc.

Subtotal

(Gross Oporatlng Revenue

Arctic Slope Telephone
Association Coopera-
tive, Inc.

Bristol Bay Telephone

Cooperative, Inc.

Copper Valley Telephone

Cooperative, Inc.

llukluk Telephone Company,
Inc.
National U tilities, Inc.

Nushngnk Telephone
Cu<ilhmiitivn, inc.

OTZ Telephone Cooperative

Inc.
Subtotal
(Gross Oporatlng Rovcnuo
Dush-Tell, Incorporated
Yukon Telephone Company,
Inc.
Subtotal

TOTAL

Groater

91,414,691

94,008,561

22,071,989

15,760,748

$794,503,041

Than

$ 3,429,404

3,073,711

10,453,257

2,731,542

1,670,124

3,436,799

3,900,170

$ 20,695,015

Less Than

$ 2,304,303

684,335

$ 3,060,710

5026,267,574

$201,030,131

87,020,300

0,255,030

4,407,591

29,325,474

43,760,048

14,045,103
7,651,037

$476,294,874

$1,,000,000 but

? 3,828,686

1,517,469

3,432,280

1,363,916

1,419,241

1,754,223

2,001,021

$ 15,317,644

$1,00C1,000)

$ 014,510

644,904

$ 1, 459, 41*

$493,071,932

$42,456,392

1,669,758

1,002,776
0,605
1,381, 100

6,050,419

2,050,959
652,195

$56,000,292

Less Than

$ 564,797

150,112

696,218

347,015

200,960

304,736

349,909

$ 2,622,635

$ <14,506>
<63,290>
$ <77 ,796>

$ 50,6253 31

Main
Access
Lines

11/A

112,107

10,602

1,965

25,418

34,031

11,297
2,065

201,205

$4,000 ,000)

055

942

2,795

642

1,571

1,206

1,540

9, 6J1

520

343

1)6J

?11,222



HAIgQTii.iTiEn

(19ii7 Calendar Y«iar)
Mcvcnucs
Gross Hot
Utility Hat Plant! Ravennan Incoma
(Cross oporatlng Itovontia Creator Than $1,000,000)
Anchorage Water anil

Wastewater U tility,

Municipallty of

Anchorage d/b/a $91,067,395 $17,029,004 $391,062
Darrou IftL111lon and

Electric Coopera-

tive, lne. e 2,497,134 421,071
Collego U tilities Corp.3 3,603,731 1,402,341 170,270

Subtotal $94, 753, 1.16 $20,920,559 $990,403
(cro’ operating ncvnmio Less Than $250,000)
Alpat Water U tility Company $ 93,299 $ 22,702 $ 9,976
Alyeska U tilities, Inc.* 05,609 102,143 20,522
Cliuglak U tilities 247,410 51,919 20,454
Dawn Development Corporation (Mot ucported)
Eagle U tilities, Inc. - 0 - 29,459 7,060
Eklutna U tilities, Inc. 456,993 193,555 <66,475>
EltU, Inc. 66,600 9,727 <5,352>
Kwlk Log Water System,

Myron Allon Ilewton d/b/a - 0 - 2,608 890
Hatanuska U tility Company, Inc. 69,609 12,443 <1,159>
McGalian U tilities, Inc. 22,001 23,046 2,683
McKinley U tilities, Inc.5 69,742 9,924 1,635
Horiolk U tilities, Inc. 696,505 240,156 235
Omllin Water W tlllty,

Paul Omlin d/b/a 31,216 4,437 533
rellcan U tility Company (Mo*- reported)

-55-
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40,305

300
1 600

42,293

76
526

195

03
600

34

10

M/A
34

866

15



HATBN v« 10 i [N (coirr.)

(1907 Caioiuiar lionrj
Gross

util Ity Hot Plant* Revenues
Pottor Crook Hate? Company 0 120,642 500
Ilomlg I'nrk Improvomant

Company?* 0 12,330
Sandl.tko Services, R. J. t

Clara Rhodes d/b/n 39,640 20,566
Sol111lcr3 Day Proportion, Inc, 0o - - 0,670
South Contra! Utilities, Inc. 01,577 1,323
Southeast Utilities, Inc.,

Robert Il. Scott, Evelyn V,

Scott, Charles Schneider

and Ilarlonc C. Schneider,

S 1S Development d/b/a 214,912 116,903
Spennrd Heights Hater

System, Wayna Cates d/b/a 5,742 4,057
Valley Hater Company, Inc.* 230,175 157,600

Subtotal $2|536‘656 $ 1,041,120

Y

TOTAL. $97, 209,702 T 969jc07

_56-

Hot
Income
<3,653>
<3, 174>
9, 310
<62,000>
<22,103>
30,415
<409>
54,560

$ <5,460>

$904,9J)5

Users

05

130

62

630

40

265

3,715

46,000
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5 "12.U5.3H ITiiuu Utiiities AIm Caiuukii) J 2 .on.nui

Hoc. lulcicslon dopofilla. (u) A |>ultlic ulility miiy col-
Ici:l mul lelnin a deposit for contended recurring tnoitllily service. A
public utility Iltnl collects mul roluiua n deposit of over $100 lor recur-
iiii|( iiionllily service tiluill pay interest oil Hint deposit at or lodine Hie
lime il in leliiiueil. Interest paid under lliiti section nimll lie til tlie
le[;iil rale of interest at llio lime Hiu deposit is made, However, if Hie
deposit is placed in on interest |>eariii|{ nccmmt, the utility nimll poy
tlie inletout rate ol tlie inlureul homing account.

(It) If delinquent payments rosulL in inlurnipllon of service, ii public
utility is not required to pay intercut under (a) of lliis section lor 12
mouths alter reestablishment of service. (§8 1 ch 00 SLA 11)8(i)

(Jriei* reference*, — For Icynl rnlo of
lillc'icul, nio At] Ib.-15.010.

Sec. -I2IMi.nol. Itulcs to he just nml reusouitlilo. (a) All rates
demanded or received by a public utility, or by any two or moro public
utilities jointly, lorn survicc furnished or to be furnished shall be just
and reasonable; however, a into may not include an allowance Cor
costs of politico. :oulribulioii8, or public relations except for reason-
able amounts spent for

(1) energy conservation efforts;

(2) public information designed to promote more efficient use of Iho
utility's fucililics or services or to protect the physical plant of the
uliliiy;

(3) informing shareholders and members of a cooperative of meet-
ings of Lite utility and encouraging allcnduucc; or

(-) emergency situations to the extent uud under the circumstances
authorized by the commission for good cause shown.

(h) In eestablishing the revenue requirements of a municipally
owned and opcruted utility the municipality is cnlillcd to include a
rcnsonublo rate of return.

(c) A ulilily, whether subject to regulation by the commission or
exempt frr.in regulation, may not charge a fee for connection to, dis-
connection from, or transfer of services in an amount in excess of the
actual cost to the utility of performing the service plus a profit nl n
reasonable pcrccnlugo of Hint cost not to exceed the percentage estab-
lished by the commission by regulation.

(d) A utility sliull provide for a reduced fee or surcharge for standby
water for fire protection systems approved under AS 18.70.081 which
uso hydraulic sprinklers.

(e) The commission shall adopt regulations Tor electric cooperatives
setting a range for adjustment of rates by n simplified rate filing
procedure. A cooperative may apply for permission to adjust its rales
over n period of lime under the simplified rale filing procedure regula-
tions. The commission sliull grant the application if the cooperative

m

sMd. ve-

COUL, d& "L L (3AM* A '60

-pp.
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8-12.066 i A i.ASKA Statutes Suitiemcnt . 8"2.6.)Ur

satisfies tlio rc<lJiiircincnls of the regulations. The commission mny
review implementation of tho siinpiilied rate filing procedure at reu-
aonahlo intervals and may rovoke permission to uso tho procedure or
require modification of the rates to correct an error. (§ Gch 113 SLA
1070; am 8 1ch 8GSLA 197G; am 8§ fi ch 100 SLA 1977; am 5 4 ch 45
SLA 1080; am § 3 ch 104 SLA 19BG)

Effect of ninciuliiiciila. — Tin 1900 >
amendment added subsection (c).

NOTE3 TO DECISIONS

Lobbying expenses excluded from pcnscs as part of a utility’s revenue re-

ravoiitio rcipdrumcnt. — Tlie coinnile* quirenicnt. lloinor Eluc. Aps’ii v. Sinlc,
siou ncted renstmuldy and williln Its slat-  Pub. Utils. ComnTn,Sup. CI. Up. No. xi127
litory aulliority in excluding lobbying ex- (File No. S-1U52), I2d (1UUO).

Sec. 42.05.385. Chnrgcs for wnlcr mul sower lino extensions,
(a) A water or sewer lino extension may not he constructed unless the
Icgislutivo body of each municipality through which the extension
passes has approved the extension. This subsection docs not apply to
an extension that will not creato any charges or assessments against
the udjaccnt property.

(h) Except as provided in (c) of this section, when utility service is
nvniluhlc to a property owner us a result of u water or sewer line
extension, the utility ollering the service through the extension shall
notify the property owner, according to the procedure set forth for
service of process in lire Alaska Rules of Civil Procedure, of the
charges and interest due tho utility if the property owner elects In
obtain the utility service through the extension. Tlie property owner
docs not owe the charge for tho extension until the properly owner
connecls to the extension, e

(c) Except as provided in (c) of this section, and unless the properly
owner connects to tho extension,

(1) charges do not accruo against the properly for construction of
the extension; O |

(2) interest does not accrue against the property for the construc-
tion of tho extension; and

(3) a lien or encumbrance may not bo levied against the properly
for the construction of the extension.

(d) If the costs of constructing n water or sewer line extension liuve
been puid by chnrgcs collected under this chapter, a utility mny not
chargo for connection to the extension an amount greater than the
actual cost of the connection.

(0) Tho provisions of this section do not apply to a water or sewer
line extension constructed by n municipality under AS 20.4G. (8 | ch
107 SLA 108G)
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3AAC 486U Alaska Aiiministiativi! conn 8 AAC UGG 3 AT
explaining lIlio rcnson Tor llio action and slating that the action is 3 A
without prejudice to refiling. pose
(») If an application is found to lie pnrLially incomplete or defective, 42113
a letter may he written to tho npplicant containing the statement "My Jm iln-
direction of the commission” in which attention is directed to llie mze(_j
omitted material or defects and specifying a future dale when the _(hl
application mny he dismissed unless satisfactory action is taken to ol gr_n
correct the deficiencies of the application. If tho applicant needs addi- 2?;':'

tional lime to perfect his application, he may request an extension al
least five days before the deadline date specified in the commission's Aulli
letter. Tho commission may then by letter grunt or deny the request or
specify nn alternative deadline date.

<¢) If tho commiocion’s technical slatT finds lliut an application,

which is otherwise complete, lacks certain information needed to de- 3
termine and fully evaluate its merits, the commission may request Lite men
applicant to furnish it, by a specified date, in a letter written "My AA
direction of the commission" and the npplicant shall supply it by the (
dale specified as a condition precedent to any further action by the AA
commission other than dismissing the application. (EIf. 1/13/73, Rogis- ret/
ler 44) sen
pel
Authority: AS 42.05.141(1) the
AS 4205.151 3A
AA
3 AAC 48(1(10. DURDEN OF PROOF. Every applicant shall Wii
have the burden of furnishing whatever information and data limt lib
may be required to prove to the commission’s satisfaction that the pin
applicant has, or will, comply with the governing law and the provi- sei
sions of any applicable rule, regulation or order of the commission.
When a governing law requires the commission Lo make a finding in An
regard lo nay application, the applicant shall, in each ease, have llia
burden of furnishing whatever information, data, and documents may
be required lo prove to the commission's satisfaction that the finding
is justified. (EIf, 1/13/73, Register 44) a:
Authority: AS 4205141 S!
AS 4205151 r

Arliclo G. Simplified Rnto Filing Procedures
for Electric Cooperatives

Suction Section

700. Aiplicnlion ami purpose 700. Tmget TII511 determination

710. filing rcipiircmeut.s: 770. Limitations on ur.o of simpUncd pro-
720. Supporting information cedure

7°10. Nnlice nnd ellcctive dule 780. Application of rnlc increases

710. Unto ndjusimculs 790. (Josl-uf-scrvice filings

750. Calculutiou of Tllilt



0 AAC 48.700 Commence and EcoONn. Dev. 3 AAC 10720

3 AAC 487(10. APPLICATION AND PURPOSE, (a) Tho pur-
pose of 3 AAC 48700 — 3 AAC 48700 is to implement AS
42.05.381(c) and lo establish simplified, expedited filing and rale ad-
justment procedures for those nonprofit electric cooperatives orga-
nized under AS 10.25 and regulated by tho commission.

(1) If allowed or required by 3AAC 48.740, un electric cooperative
organized under AS 10.25 may adjust rales no more than quarterly
based on tlie filing requirements and other conditions set out in 3
AAC 48710 — 3 AA6 48.700. (EIf. 1/1/87, Itogislcr 100)

Authority: A S-12.05.111 AS 12.05.111
AS 12.05.151 AS 42.05.421
AS 42.05.581 AS 42.05.431

3 AAC 48710. PILING REQUIREMENTS, (@ A rale adjust-
iihiiiL filing under 3 AAC 48.700 — 3 AAC 48.700 is governed by 3
AAC 48240 and 3 AAC 48.270.

(h) A cooperative that adjusts its rates under the authority of 3
AAC 48700 — 3 AAC 48.700 shall then fllo all of Uio informal ion
required by 3AAC 48.720 for whichever period is elected, quarterly or
senii-nnmial, whcLlier or not n change in rales is requested, until
permission to discnniiuuo tlie filing is granted by the commission or
(lie cooperative submits a filing in ncconluncc witli AS 42.05.411and
3 AAC 4827 A cooperative that files the information required by .7
AAC 48720 for each quarterly period shall file that information
within 50 days filler the end of each quarter, and a cooperative that
files Ilie information required by 3 AAC 48.720 for each scmi-nmmnl
period shall file Iliut information within 00 days after the end of the
semi-annual period. (EIf. 1/1/87, Register 100)

Authority: AS  42.05.141 AS 42.05.411
AS  42.05.151 AS 42.05.421
AS  42.U5.3Ul AS 42.05.43!

3 AAC 48720. SUPPORTING INFORMATION, (& In accor-
dance willi 3AAC 48.710(h), a cooperative sluili file with the commis-
sion the following information for each quarterly or semi-annual pe-
riod:

(1) APUC Form 201 (Modified REA Form 7);

(2) a schedule and explanation of all amortized expenses;

(3) aschedule and explanation of all pro lornia and normalizing
adjustments;

() a schedule and explanation of each line item on AIM 1C Form
201 which lias increased or d.creased more than 10 pcrcenl from the
previous 12-month period;

(5 aschedule of the calculation of Ihe cooperative’s Times Inler-
est Earned Ratio (TIER), calculated in accordance with 3 AAC

41750

420
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3 AAC Alaska Adminisiiiativk Cuiik 3 AAC <in>73i

(» aschedule nliowiiif* llio rntiu ortcsidonlitil clusn kiluwiiLIl-lioiu*
mill'll lo total kilownll-hour nolon lor llio current 12-iiionLIli period
mul llio rnlio Hint cxiolod wlion llio cuol)oriilivo lust lilod a conl-ol-
tiorvico simly;

(7) ifappioprinlo, a schedule showing llio ialio of rcInil kilowatt-
liour aalos as a peiconlnga or loLnl rcinil and wliolonnlo kilowatt-
liour aiilea, and llio rnlio Dial existed when llio cooperative lilod i3
inal cosl-of-scrvico study; and

(8) a copy or llio coopcralive’s annual ccrlilied audit, including
any adjusting journal onlrics.

(liy 1Cii coopcialive proposes lo adjust rules in accordance with 8
AAC 'Ifl.7'10 based on its quarterly or soiul-aiuiiial filing, llio conpora-
Itvo sliull llio will) Hie commission llio following additional inl'omm-
lion:

(1) luriirsheets showing uny proposed adjusinionla to the cooper-
ative’s rales;

(2) itupplicahlc, |)owcr cost equalization updates, including luriir
shccls;

(3) acopy of the resolution or the bourd ordircctors ortho coopera-
tve minimizing Mo regestad imreese N rukes; mul

(*) nnarrative description or evidence ot the cooperative's actions
taken lo comply with the notice requirements in 3 AAC <18.730. (till'.
1/1/87, Jlegisler 100)

Anlliuiily: AS <J2.USHI AS 42.05.411
AS -12.05.151 AS 42.00.421
AS 42.U5.38| AS 42.U6.43]
*J?2.730

3 aac asriy; NOTICE AND EFFECTIVE DATE, (a) A coop-
(native's rale adjustment tiling under 3 AAC 40.700 — 3 AAC <18.700
is governed hy 3AAC 48.280 and will become permanent at the end or
the notice period described in AS 42.05.411 unless the commission
suspends the filing in accordance with AS 42.05.421. ir the commis-
sion suspends the filing, the cummissioii will, in its discretion, allow
the filing lo luke cll'cct on an interim basis, subject lo refund.

Ib) A cooperative sliull provide lo its customers prior individual
notice ol' the intent ot its board otdirectors Lo consider participation in
the simplified rale tiling procedure established in 3-AAC <I8700) — 3
AAC <18700 That nolice must include, at a minimum,

(1) the purpose 0r3 AAC 48.700 — 3 AAC 48.700 uud its possible
ellect on recurring electric rales on a quarterly or semi-annual bu-
sis, whichever is appropriate;

(2) the lime and place of the board ofdirector’'s meeting scheduled
for consideration of the appropriateness mid dcsirubilily of partici-
pation in the simplified rate procedure; and

Ifi
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3 AAC <18.710 . CoMVRiiuit and ISon.Dbv. 3 AAC <18.700

?3) acknowledgment Hint llio major responsibility for nilu adjust-
ments under tlio simplified procedure will rent willi tlie limiiil of
directors of llio coopernlivo mlher limn with. The commission.

(c) A coopernlivo elinll provide its customers with rcnsomihlo notico
of uiiy rale adjustments approved hy its board of directors either be-
lin eor at tho lime llio role adjustment taken ollect. (Eff. 1/1/87, Hegis-
ler 100)

Anllioilly: AS -1205H | AS 4205.111
AS 42 05.151 AS 42.05.421
*  AS 42.05.381 AS 42.05.131

3 AAC <187<10 HATE ADJUSTMENTS. If n coopornlive'H TIEIt
deviates from the cooperative's Target TIEIt, the cooperative may ad-
just rales in accordance with 3 AAC <18.700—- 3AAC <18.700 lo nchiovo
its Target TIlilt. If a cooperative's TICK is more than live percent
nhovo llio cooperative's Target TIEIt, Llio cooperative shall reduce
rales lo uchicvc ils Target TIEIt. (EIf. 1/1/87, llcgislcr 100)

Authority: AS 42.05.141 AS 42.05.411
AS 42.05.151 AS 12.U5.42
AS 42.U5.58! AS 42.00.431

3 AAC <1871)0. CALCULATION OF T Ililt. A cooperative's TIEIt
is calculated for the mo.it recent 12-monlh period, hased on llio infor-
mation liled in accordance witli 3 AAC <18.720 and oil the following
piiuciples:

(1) Lite annualized long-term interest expense for the period must
he used;

(2) Llic oclunl opornling expanses for the period must lie normal-
ized lo remove nonrecurring items and lo adjust for items normally
amortized lor ratemaking purposes, and may also lie uormiilizeil In
rellecl pro forma adjustments lor known and moasmnhle changes
llial are more than likely lo continue through the period in which
the rules will he in effect;

(3) interest income must ha Included in (lie determination of
TIEIt lo llio extent that interest incomo exceeds shoii-lerm interest
expense. (Eff. 1/1/87, Register 10(1)

Autliurilv: AS 42.05.141 AS 4205411
AS 42.05.151 AS 42.05.421
AS 42.U5.381 AS >12.05.131

3 AAC <18.780. TARUET TIER DETERMINATION, (a) The

Target TIER (Times Interest Earned Ratio) for a cooperative is Hie
TIEIt approved by the commission in Unit cooperative's last general
rale case or the TIER established under (I>) of this section.

<31
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1 AACI '113.770 Aiahka Admihistuativis Conn 3 AAC -Ifi,i/miy

(1)) lly pelilitiii nepnrnto limn nnolliur prococcliitf, under II AAC
«IM.70ll — Il AAC '111.700, n coopernlivo mny reipienl IIm 1 it new Tin/jet
‘TAMil In; oel, lowed mi coiiuiileiulion of llio cooponiLive’'n prcKeul equity
lovolti, iipl.iiiitnn equity lovel/i, coal ofdebt, prowlli into mul cnpilnimi-
lion, iiioill'ii|;e covoimnin, (lie cnpilnl credits retirement piuprnm of
Ilio coopernlivo, mul ollior rolovmil factors. (KIf. 1/1/07, Hcpislcr 13O

Aiilliiiiilyt A S -t2.H5.MI AS <12115.41
AQ I2.115.tni AS 12.05.121
AS -12.U3.U0l AS -12.UQ."tul

;i AAC -1117/0. LIMITATIONS ON USH OF SIMI'LIFIKI)
I'ItO CKIMIItK. (u) Koto ailjunliuciila uliowcil tinder 3 AAC -10.700 —
3 AAC '10.700 limy nul exceed a cuimiliilivo 20 percent incrciine in miy
tin ee-yenr period, or u ctiimiliilive ci|»lit pcrcenl in nny 12-moiilli
period, excluding pmdinned power mul fuel costs rule adjustments.

(li) For pood ciuiua uliown, tlie commission will, in its discretion,
levoliu or deny u cooperative's milliorily lo rcipicsl mi iucrcnso under

tlie simplified rnlo liliiif; proccdiiro in éﬁ\AOG(-[IQM‘)f-::mAAC“’IB;?O(I.

(Kir. 1/1/07, Kepinler 100) 00 - </?,
Adilluiillyi  Ail t2111i.Hl Ail 12.110,111

AS 12.06.151 AS 12.(15.121

AS 12.U5.3U1 AS 12.06.13!

increcnse |;rnnled under 3 AAC '10.700 — 3 AAC <10.700 muni lie op-
plied os on ncross-llie-lionrd luljusinicn L lo nil rcciirriup clinryes, ex-
cept tlie customer duupc. (KIf. 1AAX, llepiuler 100)

Atilliniily: AS 12.05.111 AS <t2.03.-tll
AS -12.(15.131 * * AS -12.U5.-12I
AS 12.05.31)1 « AS -12.05.131

cooperative's rules properly relied the cost to serve llic various classes
of customers, n cosl-of-scrvico sLudy in uccordiincc with 3 AAC
-lU.li-kHc) — (li) must lio filed if
(1) lLlio residential dons kilownll-limir soles ns n pcrccnliil;e of
lolol kilowolL-lumr soles, on nil mintiiil liusis, clmnpcs liy more limn
Ti percent fioin the percciilnj'e LIml existed when the coopernlive
lust filed u cosl-of-scrvico study; or
(2) the retail kilowolL-liour soles os n pcrccnliif'c of loLol retail
mul wludenole kilnwoLl hour sides, oil nn uiiuunl basis, dmn|<en liy
more Hum 5 percent from llio pcrcciiLnpc Unit existed when the
cooperative lost filed a cosl-of-scrvico study; or



3 AAC 40.800 Commence and Econ. Dev. 3 AAC 48.805

3) Ilio coopernlivo files n rnlo enso complying with llio require-
munis of AS42.05.%Ill nml 3 AAC <18.275, mul If 3 AAC «Hr><IOl) or
(b) reipiircs llint cooporalivo lo file n cosl-of-scrvico study.

(EIf. 1/1/87, Register 100)

Autlioiltyi AS 12.05.] tl AS 12.05.111
AS 12.05.151 AS 12.05.121
AS 12.05.531 AS 12.uo.lal

Article 0. Miscellaneous Provisions

Section . Section
000. (icnornl ndminialrnllva provisions  BIO. Dclni'ntinn of nntlioilty
805. Wuivcu 820. Duliniliuna

3 AAC <18.800. (BENEUAL ADMINISTRATIVE PROVI -
SIONS. (n) Eucli utility and pipcliuo enrrier lias llio cuntinuinj; re-
Eponsiliility Lo conforin llio language of its tariff with the definitions
in3 AAC -18mul 3 AAC 02. A definition Hint is not substantially Hie
same must he revised hy menus of an’nppropriulo tariff filing.

() Cclir.ilivii3 contained in 3 AAC 52.080, 3 AAC 52.150 mul 3
AAC 52.3-10 also apply to the defined words as they arc used in3 AAC
-18.010 - 3 AAC -10.820. (KIT. 1/13/73, Register <M; mu 0/20/IM, Regis-
ter yi

Authority: AS 12.05.111 AS -12.1)0.1-Kiln)
AS 12.05.151 AS 12.00.350

3 AAC -18805. WAIVERS, (n) ExccpL for those Hint nre also re-
quired under AS 12.05, nny requirement in 3 AAC 48 may he modified
or waived, in whole or in part, hy order oflhccommission upon nppli-
cation and a showing ofgood cause or on Llio commission’s own mo-
tion. .

(lt) Application for waiver Uiufer this section must be in writing mul
must set out (lie pertinent facts in sufficient detail lo support nfinding
by Hie commission Hint no legitimate public interest will be served by
enforcing Hie requirement designated in the application. An applica-
tion under this section may bo made to the commission hy motion,
petition, or, wlicro appropriate, by n larilT advice letter.

(c) If modification of a requirement in 3 AAC 48 cannot be grmiled
without also exempting the applicant from a provision of AS <12.05,
tho application for tho modification or wuiver must iucliulo applica-
tion for exemption from llio provision of AS 42.05.

(d) The commission will grant or deny an application, in whole or in
part. The commission's decision will be nniunmccd by order or in a
loLlor written "Uy Direction of the Commission." (EIf. (i/2!)/8-], Regis-
ter DO)



Appendix D
42.05.711 (b) 1is amended to read:

() Except as otherwise provided in this subsection, public
utilities owned and operated by a political subdivision of the
state, or electric operating entities established as the iIn-
strumentality of two or more public utilities owned and operated
by political subdivisions of the state, are exempt from this
chapter, other than AS 42.05.221 — AS 45-05-281 and 42.05.385.
However,

(D the governing body of a political subdivision may elect
to be subject to this chapter and may elect to revoke a previous
election to be subject to this chapter; and

(@ a utility or electric operating entity that i1s owned and
operated by a political subdivision and that directly competes
with another utility or electric operating entity is subject to
this chapter and any other utility or electric operating entity
owned and operated by the political subdivision is also subject
to this chapter; when the direct competition ends the governing
body of the political subdivision may elect not to have one or
more of tlie utilities or electric operating entitles owned and

operated by the political subdivision subject to this chapter.



APPENDIX C

APPENDIX

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
ALASKA PUBLIC UTILITIES COMMISSION
SUMMARY OF APPROPRIATIONS AND EXPENDITURES
For Fiscal Years 1988 and 193V
(UNAUDITED)

\
1988

1988 Expenses and 1989 -

Category Authorized Encumbrances Authorized

Personal Services $2,113,600 $2,103,406 $2,113,600
Travel 28,660 27,423 57,100 2/
Other Services 1,592,3301/ 1,224,3461/ 1,688,5002/

Supplies 21,000 . 20,800 22,000

Capital Outlay 3,910 3,910. 2,900

Total $3.759.500 $3.379.885 $3.884.100

Note: The information included in this summary was obtained
from APUC records and the state accounting system.
This information has not been audited by us and,
accordingly, we express no opinion on Iit.

Commission Footnotes:

1/ The "Other Services"" category- iIs- predominantly funded
through program receipts which can only be expended for
case related activities which are reimbursable by cost
allocations. The difference between the 1988 authoriza-
tion and expenditure iIn this category is because of a
lapse In program receipts funds which were not required
for case related expenses.

2/ Since FY1982, "Travel™ and '"Other Services"™ budget authori-
zations have been funded by both the General Fund and program
receipts; For FY1989, the funding ratio is $27,100 General
Fund to $30,000 program receipts for the "Travel'" category
and $473,500 General Fund to $1,215,000 program receipts
for the "Other Services' category.

STATE or ALASKA -23- DIVISION or ICO ISIATIVC AUOIT -66-



SENATE LABOR & COMMERCE COMMITTEE

Senutor Kichurd I. (Dick) EHnoon, Chairman

Senator Pat Itodey, Vice-Cliuirnian
Senator Jan Faiks
Senator Julmur Kerttulu
Senator Jack Coklil1l
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PROPOSED COMMITTEE SUBSTITUTE FOR
SENATE BILL 298
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to waste collection arid

recycling.l

Section 1. FINDINGS AND POLICY, @ The legislature finds
that

(@ the recycling and reuse of garbage, refuse, trash or
other waste material ('Waste'™) and the material, resource, and
energy recovery from Waste would substantially extend the useful
life of existing solid waste disposal sites in the State of
Alaska, reduce the need for new landfills, s*ve Alaska"s environ-
ment, reduce outdoor pollution, and create jobs iIn the state;

(@ refuse utilities are ideally situated, to collect, and
recycle waste and to engage iIn recovery activity;

@ the recycling and recovery activity is in i1ts infancy
in the nation and particularly iIn the Scare of Alaska, derives
little or no profits for those engaged in the activity, and
requires thar the legislature promote the activity whenever
possible;

@ substantial volumes of Waste are needed to make the

recycling and recovery business economically viable which



requires that certificated refuse utilities collect and control
the available waste in their service areas;

) it is in the public interest to encourage the existin
refuse utilities to develop the necessary technology and business
opportunities to engage 1in economical and efficient waste re—
cycling and recovery activities.

() It is the policy of the State to encourage Waste re—
cycling and recovery activities and to assist and encourage
refuse utilities to develop Waste recycling and recovery tech—
nology and to conduct an economical and efficient Waste recycling
and recovery business.

Section AS 42.05.221 1is amended to read:

€)) A public utility may not operate and receive compen—
sation for providing a commodity or service after January 1, 1971
without first having obtained from the Commission under this
chapter a certificate declaring that public convenience and
necessity require or will require the service. A certificate tc
furnish collection and disposal service of garbage, refuse, trash
or other waste material in an area already served by a certif—
icated refuse utility may only be granted if the operating and
capital expense incurred by the utility and its affiliated inter—
ests on waste recovery 1is not 3% or more of the annual operating
and capital expense of the utility and the refuse utility will
not provide service to the satisfaction of the Commission. The
oDeratinc and capital expense incurred bv the utilitv and its

affiliated interests for waste recovery for the 5 years prior to



the filing of an application to serve in an area already served
by a certificated refuse utility may be averaged to calculate the
3% annual operating and capital expense figure. Where a public
utility provides more than one type of utility service, a sepa-—
rate certificate of convenience and necessity 1is required for
each type. A certificate shall describe the nature and extent of
the authority granted 1in it, including, as appropriate for the
services involved, a description of the authorized area and scope
of operations of the public utility.

Section 3. AS 42.05.381 1is amended by adding a new
subsection to read:

(e) All rates charged to a municipality by a utility fur—
nishing collection and disposal service of garbage, refuse, trash
or other waste material shall be regulated by the commission and
may not be exempt from regulation under AS 42.05.711(d).

) The commission shall adopt regulations for electric
cooperatives and for utilities which furnish collection and
disposal service of garbage, refuse, trash, or other waste mate —
rial setting a range for adjustment of rates by a simplified rate
filing procedure. A cooperative or utility Tfurnishing collection
and disposal service of garbage, refuse, trash or other waste
material may apply for permission to adjust 1its rates over a
period of time under the simplified rate filing procedure regu—
lations. The commission shall grant the application if the
cooperative or the utility furnishing collection and disposal

service of garbage, refuse, trash, or other waste material



satisfies the requirements of the regulations. The commission
may review implementation of the simplified rate filing procedure
at reasonable intervals and may revoke permission to use the
procedure or require modification of the rates to correct an
error.

Section 4. AS 42.05.711(d) 1is amended to read:

(@ The commission, on a finding that no legitimate public
interest will be served, may exempt a utility from all or any
portion of this chapter other than AS 42.05.221 - AS 42.05.281.

Section 5. AS 42.05.720 1is amended by adding new paragraphs
to read:

(@) "resource recovery" means the process of obtaining
useful material or energy resources from waste;

2 "energy recovery," means recovery in which all or a
part of the waste materials are processed to utilize the hear
content, or other forms of energy, of or from the material;

3) "material recovery," means any process of obtaining
from waste, by presegregatxon or otherwise, materials which still
have useful physical or chemical properties after serving a
specific purpose and can, therefore, be reused or recycled fcr
the same cr other purpose;

@) "recycling,” means any process by which solid waste
materials are transformed 1into new products 1in such a manner that

the oricinal products may Jlose their identity;



(5) "reuse," means the return of a commodity 1into the
economic stream for use in the same kind of application as before
without change in 1its identity;

(6) "waste"™ means garbage, refuse, trash or other waste
material;

@) "waste recovery" means resource recovery, energy recov-—
ery, material recovery, recycling or reuse of waste.

Section 6. No certificate may be granted to furnish col —
lection and disposal service of garbage, refuse, trash or other
waste material in an area already serviced by a certificated
refuse utility for 1 year from the effective date of this Act.

Section 7. This Act takes effect immediately under AS

01.10.070(c) -



Fairbanks North Star Borough

April 25, 1989

Senator Dick Eliason, Chairman
Senate Labor and Commerce Committee
P.O. Box V

Juneau, Alaska 99811

Dear Chairman Eliason:

I want to express my appreciation for the introduction of Senate B ill No. 298,
"An Act relating to deregulation of public utilities furnishing collection and
disposal service of waste material,” and stress my strong support of this
legislation. I view deregulation as an absolute necessity for the continued
survival of government-administered garbage collection services in the State of
Alaska. Such legislation would finally implement the long-term (10 year)

recommendation of the Alaska Public Utilities Commission for deregulation of
this industry.

The Fairbanks North Star Borough currently has a widespread garbage collection
system, with an annual operating budget of $1.15 million. This entire system is
serviced by APUC-certificated haulers, as required by Alaska Statute. Unfortun-
ately, the absence of free market competition in this industry has greatly
magnified and intensified the numerous problems we have experienced in trying to
provide this service. The Borough’s inability to initiate competitive procure-
ment methods for the hauling of our public dumpsters and to enter into any
contractual arrangements with the haulers for this service has resulted in a
very non-cost-effective system. Nor is there any recourse for the Borough to to
ensure an acceptable quality of operation.

The problems involved in our solid waste collection system are severe and
worsening. The current financial plight of all levels of government in Alaska
demands the provision of cost-effective services. However, the legal monopolies
granted to the APUC-certificated haulers make it impossible for us to provide
cost-effective dumpster service. One of our local haulers has requested an 80
percent increase in APUC-authorized hauling rates. Nowhere in the justification
for this increase was the hauler required to show that this increase would
result in better service, or would solve the operational problems currently
afflicting his servicing of public dumpsters.

While we do not yet know just what magnitude of increase will be forced upon us,
we do know that this increase will not solve our operational problems with the
dumpster system. We do know that under the current system of legal monopolies,
the certificated haulers have no incentive for innovation. The result is a
stagnated industry unwilling or unable to cope with rapidly evolving waste

10!
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Senator Eliason
April 25, 1989
page 2

regulations and liability issues. The current regulation of the waste hauling
industry (which varies greatly from community to community) has prevented t'ne
Fairbanks North Star Borough, and other municipalities around the state, from
developing innovative, economical solutions to the growing financial and opera-

tional problems facing garbage collection services in Alaska. Our continued
inability to deal with these problems will soon force the elimination of public
dumpster service in the Fairbanks area. APUC regulation of the waste hauling

industry makes it impossible to overcome these obstacles.

The argument that APUC regulation provides protection to public health and the

environment is erroneous. The APUC provides almost exclusively economic

regulation of this industry. A multi'ude of federal, state and local regula-
tions covering the transport and disposal of solid waste, enforced by numerous
agencies, will ensure that environmental and public health protection will not

be compromised by deregulation.

I question the contention that the waste hauling industry must be protected from
competition in order to allow these firms the economies of scale necessary for

capitalization of equipment and operational cost recovery. The cost of **he
equipment necessary to service the public dumpster sites, while high, is not
prohibitive. Well-managed hauling companies will survive and grow under
deregulation, since they will have the equipment, experience and knowledge

necessary to compete successfully in the free market environment.

I personally find it very difficult to explain to the citizens of the Fairbanks
area that we have to eliminate a service that is exceedingly popular, and
provides substantial public health and environmental benefits. But the Borough’s
current financial and operational difficulties make it impossible to continue
the dumpster system unless this industry is deregulated. We need the passage of
SB 298 to give us the ability to work toward solving our edsting dumpster

problems.

I am enclosing a copy of Fairbanks North Star Borough Assembly Resolution No.
89-035, ”"A Resolution Supporting Deregulation of Garbage and Solid Waste." |
want to join the Assembly in urging che adoption of Senate Bill No. 298. Thank
you very much for giving me the opportunity to express our position on this
piece of legislation which is vital to the interests of the r* idents of the
Fairbanks community.

Borough Mayor

JH/rj
end.

rj-5/rjlo



Fairbanks North Star Borough

FAIRBANKS NORTH STAR BOROUGH BRIEFING PAPER:
DEREGULATION OF GARBAGE HAULING IN THE STATE OF ALASKA

PRESENTED TO:
SENATE LABOR AND COMMERCE COMMITTEE
APRIL 26, 1989

PRESENTED BY:
RICHARD JOY, DIRECTOR OF HEALTH AND SAFETY
FAIRBANKS NORTH STAR BOROUGH

The Fairbanks North Star Borough believes that the deregulation of
garbage hauling as a public utility is an absolute necessity for the
continued survival of government-administered garbage collection
services in the State of Alaska. This belief is based upon the
experience of the Borough in providing solid waste collection within our
borough, through our relationship with the APUC-certificated haulers in

the Fairbanks area. This relationship began in 1975 with the
establishment of our first public solid waste dumpsters. Since that
time, the garbage collection system has grown to 18 sites, with an
operating budget of $1.15 million. All of these sites are serviced by

the certificated haulers, as required by Alaska Statute.

The history of this service has been one of constant growth, accompanied
by the growing pains often associated with a rapidly evolving service.
Unfortunately, the absence of free market competition in this industry
has greatly magnified and intensified these problems. Throughout the
last 14 years, the Borough has not been able to initiate any competitive
procurement process for the hauling of our public dumpsters. Nor have
we found any method to get the certificated haulers to enter into any
contractual arrangements with the Borough for this service. The result
has been, and continues to be, a very non-cost-effective system, with no
recourse available for the Borough to rely on in ensuring an acceptable
quality of operation.

Deregulation would result in a number of positive benefits to the
Borough in our attempts to continue the provision of non-areawide solid

waste collection services in the borough. Unfortunately, the dumpster
system is presently faced with both major financial and operational
problems. Many of these problems have resulted from, or have been
worsened by, continued government protectionism in the area of garbage
collection. Such problems include excessive and uncontrollable hauling
costs, poor quality of service, no contractual arrangempr.es with the
haulers, no ability to specify standard equipment, roadblocks to

innovative operational solutions and no clear understanding of Borough
and hauler liabilities in providing this service.

809 Pioneer Road P.0. Box 1267 . Fairbanks. Alaska 99707 . 907/452-4761



Because of this, we have identified the following major benefits which
would accrue to the Borough if deregulation occurs. These would in-
clude:

1. the ability to wuse the competitive procurement process tc
obtain dumpster hauling services at lower cost;

2. the ability to enter into enforceable contracts with clearly
defined standards of performance;

3. the elimination of uncontrollable cost increases; and
4. the ability to develop innovative solutions to ~cope with
existing operational problems and current and future govern-

mental regulations.

There are usually numerous arguments advanced to justify the continued

regulation of an industry. However, these arguments can all be sim-
plified to the belief that the wultimate benefit of such regulation s
improved service to the consumer. In the case of garbage hauling in the
Fairbanks area, regulation has not had this benefit. Instead, the

public has received poorer service, while paying a higher cost, than
would have oeen the case without deregulation.

The problems involved in our solid waste collection system are severe

and worsening. The current financial plight of all levels of government
in Alaska demands the provision of cost-effective services. However,
the legal monopolies granted to the APUC-certificated haulers make it
impossible for us to provide cost-effective dumpster service. One of
our local haulers has requested an 80 percent increase in APUC-
authorized hauling rates. Nowhere in the justification for this

increasewas the hauler required to show that this increase would result
in better service, orwould solve the operational problems currently
afflicting his servicing of public dumpsters.

The eventual magnitude of this rate increase is not yet known. We do
know that this increase will not solve our operational problems with the
dumpster system. We do know that under the current system of legal
monopolies, the certificated haulers have no incentive for innovation.
This has resulted in a stagnated industry unwilling or unable to cope
with rapidly changing solid waste regulations and liability issues. The
ultimate result will be the elimination of a service that is called the
most popular service our Borough provides, and which has clear benefits
in public health and environmental protection.

The current regulation of the waste hauling industry has prevented the
Fairbanks North Star Borough, and other municipalities around the state,

from developing innovative, economical solutions to the growing
financial and operational problems facing garbage collection services in
Alaska. Continued APUC recommendations over the last 10 years for
deregulation of this industry have been ignored by the State
Legislature. The APUC response to this dilemma has been various
attempts by the Commission to allow Ilimited <competition under its

regulations. The unfortunate consequence of this bandaid approach to



these problems has been widely varying regulatory positions in different
communities across the state.

Failure to comprehensively address these issues has turned them from
problems into crises. Our continued inability to deal with these crises
will soon force the elimination of public dumpster service in the
Fairbanks area. APUC regulation of this industry makes it impossible to
overcome these obstacles. Unless deregulation of the industry occurs,
dumpster service will be eliminated in the Fairbanks North Star Borough.

It is very important to make a clear distinction between solid waste
collection (which is currently regulated by the Alaska Public Utilities
Commission) and solid waste disposal (which is regulated at the state
level by the Alaska Department of Environmental Conservation). Many of
the arguments against deregulation of garbage collection as a public
utility confuse these two very different aspects of solid waste

management. Simply put, waste <collection involves the pickup and
transport of garbage from its place of generation to its place of
disposal. Waste disposal refers to the method of rendering the garbage

environmentally safe and secure, whether that be by burning, burial or
some manner of waste processing and minimization.

The major concern these days, acT ss the nation, involves the proper
disposal of solid waste. When we discuss garbage deregulation in the
State of Alaska we are not referring to disposal. There are numerous
regulations in place to adequately address disposal. For example, in

the Fairbanks North Star Borough, anyone wishing to start a solid waste
disposal facility would be required to follow federal EPA regulations to
locate, develop and operate that facility. They would also have to
obtain a state DEC permit to operate. And finally, the Borough's
approval would also be necessary before such a facility could be opened.
These overlapping environmental regulations ensures the adequate pro-
tection of public health and the environment.

Solid waste collection, on the other hand, is currently regulated by the

APUC, primarily from an economic standpoint. Collection is almost
entirely a transportation issue. That is probably why it was initially
regulated by the Alaska Transportation Commission prior to the estab-
lishment of the APUC. Collection has very little environmental or

public health consequences. Both the Borcugh and the State (through DEC
and the State Troopers) do handle such things as uncovered load enforce-
ment, littering, and improper handling of garbage at the generator's
end. The remainder of the issues surrounding garbage collection are
really no different * m the transport of any other freight commodity,
involving the movemci.c of materials from point A to point B in the most
economical fashion.

The argument that APUC regulation of was».e haulers provides protection

to public health and the environment is erroneous. The APUC provides
almost exclusively economic regulation of this industry. The multitude
of federal, state and local regulations governing the transport and

disposal of solid waste, enforced by such entities as EPA, U.S. DOT,
DEC, the Alaska State Troopers and even the Fairbanks North Star
Borough, ensure that environmental and public health protection will not



be compromised even if APUC deregulation occurs.

For these reasons, any arguments made against deregulation on public
health or environmental grounds is a non-issue. TheBe arguments refer
to disposal practices, not collection operations. They therefore have
no relevance to the deregulation of solid waBte collection in the state.
This distinction between collection and disposal also highlights part of
the Borough's reasons for deregulation. If garbage is simply another
commodity to be transported, why should it be any more regulated than
any other type of freight which is transported daily ever Alaskan roads?
While it may take some specialized equipment to load, carry and unload
garbage, the price of such equipment is not so high as to eliminate all

potential competition from the marketplace. Other firjs have approached
both the Borough or the APUC over the years, and indicated a willingness
to compete with the existing haulers. The so-called economies of scale

issue, often mentioned as one reason to regulate an industry as a public
utility, does not seem to have been an item of major concern to these
companies.

Economies of scale are associated with the need for certain utilities to
have large enough operations to capitalize their equipment over a
certain number of years, and to recover their full costs of operation.
In the <case of an AFJC-certifxcated hauler, we believe that such an
operation does not have the magnitude of equipment costs relevant to the
economies of scale issue. If deregulation were to occur, it would
appear that the previously-licensed haulers would actually have an
advantage regarding the equipment issue, since they would already have
the most expensive equipment, which may be more difficult for a company
just starting out to acquire.

Another supposed argument against deregulation involves the trading of
recycling legislation in exchange for continued APUC regulation of waste

collection. However, this discussion again mixes collection and
disposal issues. It also further confuses the issue by mixing types of
waste recovery. Most waste recovery methods are tied to solid waste
disposal operations. As mentioned earlier, disposal does not involve
APUC-regulated businesses. Such disposal-linked waste recovery has not
worked technically or economically in the State of Alaska. The Borough

is currently a key participant in the largest effort to-date in this
state to wutilize resource recovery measures to reduce solid waste

disposal costs. This effort has met with nearly total failure, with
only about four percent of the municipal waste stream being processed or
recycled. This is far short of the 90 percent resource recovery figure
originally projected, and comes at a cost of over $3 million.

Source separation and collection are the only recycling activities which

could be directly linked to APUC haulers. These measures are practical
only if there are markets for the recycled materials within economic
hauling distance. This is not the case in Alaska, making it infeasible
to recycle these materials. The biggest recycling mistake that has been

made in other states is the passage of government regulations which
force industry and others to recycle waste, when there are not available
markets for the recycled materials. This recycling proposal would
apparently repeat that exact mistake.



This proposal may also have the effect of forcing out the small re-
cycling firms that are currently operating in Fairbanks and other
localities. Approval of this proposal could put these firms in direct
competition with the regulated waste haulers. The protection enjoyed by
the haulers from competition, and the possible requirement for them to
spend a portion of their operating costs on waste recovery would appear
to virtua] \y ensure the demise of many of the current small recycling
businesses.

This discussion does highlight one problem with existing solid waste

regulation in Alaska. Solid waste processing is almost unregulated,
sitting as it does between DEC's disposal regulations and the APUC's
collection regulations. With the continued interest in such processing,
and the development of additional processing facilities, it is apparent
that these facilities need to be better covered by state solid waste
regulations. The best approach appears to be DEC regulation of such
processing, due to the potential environmental impacts resulting from

these operations.

In summary, the benefits to the public of the deregulation of garbage
hauling in the state are overwhelming, and far outweigh the supposed

disadvantages. Even the impact on the waste hauling industry would be
beneficial, in the long run. Tlie well-managed hauling companies would
adapt and grow, as a result of their experience and knowledge, coupled
with their available equipment. Additional companies in Fairbanks and
other locations would welcome the opportunity to compete with the
existing haulers to provide economical, high-quality service. Most of
the certificated firms now involved in this industry began in the
late-60's and early-70's, as small, family-run businesses. Similarly,
those small businesses now willing to compete in the marketplace with
the licensed haulers should not be shut out. The end result would be

the availability of improved, lower-cost service.



April 26, 1989

A STATEMENT FROM DAVID BRANGAN, OF ALASKA FIBERGLASS
MANUFACTURING. 11711 SOUTH GAMBLE, ANCHORAGE 99515

REGARDING SENATE BILL 298 for presentation to the Senate
Labor and Commerce Committee hearing 4-26-89

Our concern is the deregulation of waste material.

Part of the process that we intend to incorporate in the
manufacture of fiberglass insulation products includes the
utilization of waste or recycled glass.

By deregulating this industry, the possibility would exist
that this would disrupt our ability to utilize the waste glass
resource - virtually rendering glass recycling (for us)
unreasonable.

Deregulation of this industry could hinder all aspects of

recycling in Alaska. It would render recycling a serious body
blow.

Thank you for allowing me to comment.



BARBARA J. STEVENS* Ph.D.

President end Senior Associate

EXPERIENCE SUMMARY!

Related research and hands-on consulting 1n ways to Improve urban service
delivery for the past fifteen years. Founded Ecodata in 1977, Prior to that*
was Assistant Professor of Business Economics at Columbia University In New
York. Served as project director of a major U.S. Department of Housing and
Urban Development funded project designed to determine the Impact of organiza—
tional arrangements for service delivery on service delivery costs and qual—
ity. Outputs of this project Included extensive recommendations for Improving
service delivery of refuse collection* street sweeping* road repairs* traffic
signal maintenance* janitorial services* payroll processing* parks mainte—
nance* and street tree maintenance. This project built upon findings from a
1974-80 study of refuse collection and disposal* of which Dr. Stevens was co-
principal Investigator* Involving analysis of organizational arrangement and
Its relationship tc the cost, quality* and technology of service delivery.

Has published 1n academic and trade journals* spoken at national conferences,
and provided expert testimony about research findings.

SELECTED PROJECT EXPERIENCE:

Oklahoma City* Oklahoma. Developed a methodology for procuring contract
refuse collection services* both commercial and residential. Previously
obtained disposal services* so that collectors without landfills might compete
equally with those owning landfills, Bids for service provided opportunity
for up to $40 million 1n savings over five years. Contract for residential
refuse collection allowed for guaranteed price for curbslde recyclables col —
lection, based on price of residential refuse collection, 1988

Seattle, Washington. Advised in preparation of RFPS for refuse collection
services, Including Integrating Increasing level of recyclables collection
into the payment formula. Evaluated proposals and recommended selections to
Council. Assisted 1n negotiations savings city up to 26% over previous year %
costs for refuse collection. 1988,

New York City Trade Waste Association. Advised the Council of Presidents of
the NYC Trade Waste Association about alternative research strategies for
determining the ratio of loose waste to compacted waste. Implemented a
statistical study of the compaction ratios achieved with commercia. waste 1in
New York City. Testified 1n rate hearing concerning findings, 1988

Stone Harbor* New Jersey. Provided an overall assessment of the borough
refuse collection and recyclables collection operation, Engagement Involved
redesigning the residential and commercial refuse collection routes. 1987
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Denver* Colorado* As a subcontractor to Peat* Marwlck* Main* Inc. developed
economet 1c models to predict the costs of water supply over time. Predicted
water supply costs based on time series analyses as well as on cross sectional
analysis of a sample of water suppliers. 1987

Pittsburgh* Pennsylvania. As a subcontractor to Peat* Marwlck Main* Inc.
rerouted the water meter readers In Pittsburgh to minimize unproductive travel
time and to equalize work assignments, 1988

Babylon* New York, Worked to procure refuse collection and recyclables col —
lection services for the Town. This represented a change 1n arrangement for
service delivery from private contracts between households and refuse collec—
tion firms to Town-wide mandatory collection, financed via a separate charge
on the property tax. New service* Including weekly collection of recyclables*
provided at less than provlous cost of regular refuse collection alone* due to
realization of economies of contiguity and scale. 1936-88.

San Jose* California, Provided advice regarding the appropriate division of
the City Into solid waste collection districts. Advised on how to solicit
bids and how to evaluate proposals for solid waste collection* and* as a
separable Issue* disposal. Compatibility with resource recovery facility and
recycling programs was an essential characteristic of this project. Contracts
awarded 1n September 1985 resulted 1n savings to City of $70 million. 1984-
88.

Brookhaven* New York. Advised the Town on how the existing license-non—
regulated system for refuse collection could be modified so as to obtain waste
flow control. Recommended districting"with contracting, setting districts so
as to allow all firms now operating 1n the Town to be eligible bidders.
Estimated savings to households of over 3555. 1984,

Houston* Texas. Advised 1n development of productivity and quality improve—
ment program for solid waste department. Conducted management retreat to
teach processes. Developed manual on how to evaluate service for privatiza—
tion on a dty-wide basis. Conducted several workshops 1n the program for key
management. Evaluated three departments for opportunities for contracting
out. 1986-87.

Montgomery County, Maryland. Investigated alternatives for replacing the
existing solid waste disposal tipping fee system with a combined user
charge/tipping fee system. The purpose of the study was to allocate solid
waste costs to the actual generator of waste and develop a system which would
serve to stabilize waste flow to county disposal facilities. 1984,

Norwalk* Connecticut. Developed an new management plan for providing refuse
collection and recyclables collection to households 1n the city. Plan Imple—
mented, with Ffirst year results showing a 15% Increase In households serviced
together with a 25% decrease 1n overall program costs. 1983-87.

City of El Paso* Texas. Conducted a detailed analysis of the level* quality*
and costs of solid waste services provided by the City* Including: residen—
tial* brush and bulk* and commercial collection; transfer station operations;
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and* specifications and maintenance* and management. Recommendations were
made resulting 1n cost savings and quality of service Improvements. 1983

Department of Housing and Urban Development. A study designed to determine If
contract service arrangements are more efficient than municipal service
arrangements for local service Including public works, parks and recroatlon
and general government support services. Developed survey Instruments to
gather Information to explain cost differences In the provision of services
(quality* technology* etc.). Provided recommendations for cities on how to
reduce their costs of service delivery* for particular services. 1983-4.,

Camden County Municipal Utility Authority, Prepared reports advising on
appropriate organization structure for sludge treatment plan. 1983.

Fort Worth* Texas, Director project to Improve productivity of solid waste
collection and disposal operation. Drafted request for proposal* evaluated
bids* and recommended contracting out a portion of city ™ service units. Also
recommended six major Internal changes for an overall reduction in dty costs
of over 20%, Drafted request for proposal for landfill operation* and advised

dty In selection of contractor for savings of over 30%. 1981-86.

United States Department of Enorgy, Argonne Laboratories. Provided economic
analysis of various subsidy programs to stimulate development of resource
recovery projects* 1n general and for specific projects. 1981

Ministry of Finance* Venezuela. Advised on the efficiency of the non-
petroleum sector industries of Venezuela* Including solid waste management*
water supply* public transit* electricity generation* and telephone service,
1982.

Kamal Adham Group. Evaluated alternate composting systems for investment
potential 1n Middle East. 1981

New York City Department of Sanitation, Directed project to reroute over 1000
refuse collection vehicles. Project Included interviewing all 350 foremen to
determine supervisory concerns and Individual routing constraints. Conducted
series of one-day training sessions for all first and second line supervisors
1n the use of the continuous path routes drawn by Ecodata, Assisted those
foremen who require aid during Implementation, Implemented system saved over
S9.5 million In first year. Major source of savings a redaction 1n miles
driven due to a decrease 1n deadheading. 1979-81

National Science Foundation. Co-principal investigator or project entitled:
Evaluating the Organization of Service Delivery.* Solid Waste Collection and
Disposal. Directed on-slte, mall* and telephone surveys to gather data on
costs of waste handling (using a uniform cost accounting system and system
productivity from 350 U.S. cities* on organizational arrangements of 1*500
counties* dtles and states. Found contract collection significantly less
costly than municipal collectlon*m for large dtles. Conducted economic
evaluation of market structure of solid waste Industry 1n three local markets

with different regulatory structures - found all competitive. Evaluated tha
potential lolnt ArnnnmfAQ Af -..n,- e*
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lection# brush and trash collection# 3now plowing - with shared labor and
equipment; found significant t economies 1n unified production and production
of seasonally complementary services. Wrote book evaluating seven matched
pairs Of efficient and Inefficient service delivery. 1974-81

Joint Housing Committee# Cairo# Egypt, Prepared tender documents for 10 TPH
compost plant. Assisted 1n developing scheme for extension of refuse collec—
tion services to previously unsorved areas of Cairo. 1900-81

BA Capital. Evaluated the market for compost from municipal waste and sewage
sludge produced 1n Washington# O0.C, 1983

Polar Foundation# Caracas# Venezuela, Determined waste generation and com—
position from 69 Industries# 5 types of coirmerdal establishments and 3 types
of reslaentlal units from directly obtained survey data. Recommended solid
waste management plan for Caracas “different waste streams, 1977-80.

Dallas# Texas# Warren# Ohio: Newark# New Jersey: El Paso# Texas; Mt. Vernon#
New York; Jersey City# New Jersey; River Edge and Oradel# New Jersey; Norwalk#
Connecticut. Directed project 1n each of these dtles aimed at Improving pro—
ductivity of solid waste management.

Assistant Professor# Graduate School of Business# Columbia University.

(Courses In Real Estate Finance# American Public Housing since the New Deal
University Seminar# Econometrics# Statistics# Business Forecasting# Cost Anal —
ysis# Operations# Research# Macro-and Micro-economics.), 1974-77,

EXPERT TESTIMONY:

Consolidated Waste, Testified on the nature of the solid waste Industry rela—
tive to a petition before the Bureau of Public Utilities 1n New Jersey to
acquire another refuse collection firm. 1986.

Jersey City# New Jersey, Testified in Administrative Law Court relating to
proposed solid waste fee rate averaging scheme proposed by Hackensack
Meadowlands Development Commission, Proposed rate Increase eventually denied,
1985.

Waste Mangement# Inc. Prepared expert report on the nature of the regulation
in the solid waste collection Industry as part of submissions In response to a
class action lawsuit alleging price fixing and customer allocation schemes.
1987-88.

Jefferson Parish# Louisiana. Testified on behalf of Parish being sued on
arvtl-trust grounds for antl-competitive behavior in letting of contract for
refuse collection and disposal . |Issues on which testimony was prepared
Included economics of solid waste disposal and collection# and costs of vari—
ous contested contractual provisions. 1985,

Anchorage Refuse# Inc. Prepared and delivered testimony before the Alaska
Public Utilities Commission on the Impact of competition between firms within
a single service area on refuse collection costs and efficiency. 1983.
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Morel if, To,stiffed In hearing to determine the value of an asset In a
terminated partnership.* Tho asset under dispute was a lease for a landfill
located 1n Washington State, 1981

Waste Management* Inc. Provided expert testimony 1ln merger case being tried
by U.S. Department of Justice under Soctlon 7 of Clayton Act. Testified on
economic structure of solid waste collection and disposal Industry and the
technology of waste handling. 1981

PUBLICATIONSi

"Cost Analysis of Curb3ide Programs*" Blocvcle. Vol. 29, (May-Juno, 1988),
pap. 37-38.

With £. Berenyl, "Does Privatization Work? A Study of the Delivery of Eight
Local Services," j5Jal.ft..aod. Local Govern m.t_Reyie.w, Vol. 20, ff], (Winter,
1988), pp- 11-20,

With G, B. Liss, "How San Jose Did It," Waste Aoe, Vol 17, ~10 (October,
1986), pp. 85-102.

"Comparing Public- and Private-Sector Productive Efficiency: An Analysis of
Eight Activities,” Naifonal.Productlvity. Revlew, Vol. 3, U (Autumn 1984),
pp- 395-406.

Mu.n_tC-Ipa.1--Was.te Management mSystems: Planning and Practice. New York: Van
Nostrand Reinhold, 1980.

With E.S. Savas. "Solid Waste Collection,”™ 1n Local and State Productivity
Improy_ement__Handbooks Ed. Washnls, Washington, D.C.: National Academy of
Public Administration, 1978.

"Economical Refuse Collection,” In More for_Less: How Municipalities Can
Contract-for Service, ed. Frazier and Olson. Washington, D.C.: Local
Government Center Taxpayers ~Foundation, 1980,

With £, Berenyl and £,S. Savas. "Evaluating the Organization and Efficiency
of Urban Service Delivery Systems: Solid Waste Collection,”™ 1n The Pol lev
CyEla. Ed. May and Wlldavsky, Beverly Hills, California: Sage Publications,
1978.

"The Cost of Residential Refuse Collection,”™ "Service Arrangement and Cost of
Residential Refuse Collection,” and "Local Government Regulation of Residen—
tial Refuse Collection by Private Firms,” 1n The Organization apd Efficiency

pf. So.Hd Waste-Collection. Ed, E.S. Savas, Lexington, Massachusetts: D.C,
Heath, Lexington Books, 1977,

Impact-of. the..Federal Tax Code on Resource Recovery. Municipal Environmental
Research Laboratory, U.S. Environmental Protection Agency, Cincinnati, Ohio:
GPO, 1977.

"Employment, Permanent Income and the Demand for Housing,"™ Journal of Urban
Economics, Vol. 6, #4 (October 1979), pp. 480-500.
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With F« Edwards. "Tho Private Provision of Municipal Service: An Empirical
Analysis of Alternative Refuse Collection Schemes*" Journal of Industrial
iconomlcs. Yol. 27, #2 (December 1978)* pp, 134-144.

"Scale* Market Structure and the Cost of Residential Refuse Collection,”™ The
Review of Economics and Statistics. (August 1978), pp. 428-438.

"Single Site Economies In the Construction of Multi-Family Housing," Land
foonofTLtos Vol. 51 (February 1975), pp. 50-57,

"Simulation As a Resource Recovery Plant Design Tool,"™ ASME National Waste
Processing Conference, New York (May 1981),

"A Method for Determining Processible Waste for a Resource Recovery Facility,"”
1980 mNational Waste Pn&essln.g Confer.en.c.e, Washington, D.C., The ASME, 1981,
pp. 49-51.

"Combining Services Can Cut Costs, S1x-Clty Sanitation Study Indicates,”" IRftl
San ltatlon Industry.Yearbook. Atlanta, Georgia: Solid Wastes Management,
Communication Channels, Inc., 1980, pp. 78-98,

"Bulky Waste Problem - Won"t Go Away" American.Cltv Countv. March 1980,
pp. 51-53.

"The Administrative Cost of User Charges,” EPA Conference on Solid Waste
Management. Philadelphia, Pennsylvania. September 1978.

"Cost of Residential Refuse Collection and the Effect of Service A-rangement,"”
Municipal Yearbook,, 1977. Washington, D.C., International City Waste Manage—

ment Association, 1977,

"Management Factors that Affect Refuse Collection Costs,” Solid Wastes
Management. September 1977, pp. 32-36.

Presented Papers;

"Curbside Collection Strategies and Implementation,” 18th Annual Biocycle
National Conference, Philadelphia, PA. May 1988.

"Integrating Recycling Into Refuse Collection,™ National Solid Waste Manage —
ment Association Waste Expo Conference, Washington, D.C. May 1988,

"Economics and Recycling, Does it Compute?" California Resource Recovery
Association Conference, San Diego, CA, May 1968,

"Street Cleaning Efficiency?"” APWA Convention, Philadelphia, PA, September
1984,

"Measuring Efficiency and Effectiveness of Service Delivery 1n the Public Sec—
tor,"” NSWMA Conference, Houston, TX, October 1984.
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"ldentifying the Relative Efficiency and Effectiveness of Service Delivery 1n
Your City,"™ California Contract Cities Association, Palm Springs, CA. May
1983.

"Contracting: The Make or Buy Decision,”™ Conference on Responding to Chang—
ing Fiscal Realities, U.USHUD, Washington, D.C., January 1983.

"Contracting Out,” International City Management Association. Anaheinm,
California, September 1981,

"Solid Waste Collection Costs,”"™ Eighth Annual Missouri Solid Waste Management
Conference. St. Louis, Missouri, July 1980.

"Multi-Service Production In City Government Waste Management." Western Eco—
nomic Association. San Diego, California, June 1980.

"Management and Refuse Collection Productivity,”™ National Solid Waste Manage—
ment Association Convention,. New Orleans, Louisiana, May 1977.

"Improving Productivity 1n Urban Service Delivery." University of Wisconsin,
Madison, Wisconsin, November "1976.

"Cost Accounting for Urban Service Delivery,” University of Wisconsin,
Madison, Wisconsin, November 1976.

EDUCATION:
Massachusetts Institute of Technology, PhD. 1in Economics, 1973. Field of con—

centration: Urban Economics, Micro- and Macro-theory, Econometrics, monetary
Theory, Economic History. Thesis title: The Economics of Constructing Multi-

Family Housing.

Wellesley College, Wellesley, Massachusetts, A.B. 1n Economics, 1968. Thesis
title: The Effect of the Property Tax on the Housing Market 1n the City of
Boston.

FELLOWSHIPS AND AWARDS:

Fellow, Joint Center for Urban Studies of MIT and Harvard, 1971-72.

Fellowship for research on the construction Industry, Harvard University,
1971-72.

National Science Foundation Traineeshlp, 1968-1570.
Phl Beta Kappa, Wellesley College, 1968.
PROFESSIONAL MEMBERSHIPS:

American Public Works Association, American Economics Association, Western
Economic Association, National Solid Waste Management Association, National
Recycling Coalition.
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American Public Work Association Institute for Administrative Management Com—
mittee on Local Public Works Association, 1981.

American Society of Civil Engineers, member of Solid Waste Legislative Review
Committee, contributed to Digest of Solid Waste Laws and Regulations 1980-81.



By: Chris Birch
Introduced: 03/30/89
Adopted: 03/30/89

RESOLUTION NO. 89-035

A RESOLUTION SUPPORTING DEREGULATION OF
GARBAGE AND SOLID WASTE

WHEREAS, under current Alaska law the Alaska Public Utilities
Commission regulates the operation of garbage and solid waste disposal

through its certification process, and

WHEREAS, the certification process results in needless
expenditure of municipal funds in the procurement of garbage and solid

waste collection and disposal, and

WHEREAS, if the collection and disj. osal of garbage and solid
waste were deregulated municipalities could procure these services for the

taxpayers of Alaska at a much lower cost than is currently the case, and

WHEREAS, it has been the experience in other industries that
have been deregulated that costs immediately go down as market

competition influences the industry that has been deregulated.

NOW, THEREFORE, BE IT RESOLVED that the Assembly of the
Fairbanks North Star Borough urges the Alaska legislature to deregulate

the collection and disposal of garbage and solid waste.

PASSED AND APPROVED THIS 30TH DAY OF MARCH. 1989.

ATTEST:



March 2, 1990

T0: Senator Dick Eliason, Chairman
Members of the Senate Labor and Commerce Committee

FROM: Scott A. Burgess, Executive D 1 r e ~ t o N -—-

SUBJECT: SB 298 - Relating to waste collection

The Alaska Municipal League supports SB 298 as introduced. The AML also
supports the proposed CS for SB 298 (L&C) [Cramer 2/8/90] to the extent that
it moves " the direction of deregulating solid waste services in
municipalities by the APUC.

The Alaska Municipal League ™ 1990 Policy Statement states on page 38:

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

I understand from representatives of several oi our member municipalities
that have been working on this issue that the proposed CS for SB 298 (L&C)
represents a compromise to complete deregulation acceptable to
representatives of private haulers and those municipalities with current and
specific problems. IT complete deregulation is not possible through this
or other legislation this year, then AML supports the proposed CS for SB 298
as a compromise to deal with some specific and immediate problems, and
recognizing that all compromises are not completely acceptable to all
parties.

The collection and disposal of solid waste 1is a traditional municipal
service. Title 29 grants the authority for the collection, disposal and
regulation of solid waste to municipalities. However, Title 29 (AS
29.35.050 (b) also restricts a municipality from providing this service if
a private provider holds a certificate. A mvnicipal ity wishing to enter the
solid waste collection and disposal business can purchase the certificate
or acquire it under its powers of eminent domain. The proposed CS for SB
298 makes an exception to current law for the collection and disposal of
waste material left at a transfer site or generated by the municipal
government or by a school district.

Solid waste 1is a growing environmental concern replete with 1increasing

federal and state regulation and increasing potential costs to
municipalities and private operators. A municipality must have adequate

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



Senator Eliason re SB 298
March 2, 1990
Page 2

control over solid waste collection and disposal 1in order to meet its, in
many cases mandated, vresponsibility to protect the public health and
welfare, specifically, protecting the health of 1its citizens and the
environment and to keep costs at the Ilowest possible level. Complete
deregulation or partial deregulation of solid waste in municipalities by
APUC would still allow municipalities to regulate and contract out these

services under Title 29.

Again, AML supports SB 298 and the complete deregulation of solid waste
collection and disposal in municipalities by the APUC but also supports the
proposed CS for SB 298 (L&C) as an acceptable compromise to deal now with
specific and immediate problems in several of our member municipalities.
Thank you.

sab3:sh298



1 KENAIT PENINSULA BOROUGH

HE -
144 N. BINKLEY « SOLDOTNA. ALASKA 99669
r PHONE (907) 262-4441
NKS

r> DON GILMAN
MAYOR

March 7 "?0

The Honorable Dick Eliason

State Labor and Commerce Committee
P.0O. Box V

Juneau, AK 99811

Dear Chairman Eliason:

On March 6, 1990, the Kenai Peninsula Borough Assembly unani—
mously adopted Res. 90-18, "Urging the State to Deregulate the
Transportation of Municipal Solid Waste Transfer Sites"™ (Mayor).

The assembly and ma”-or asked the enclosed resolution be forwarded

to you.

Your review and consideration would be appreciated.

Thank you.

Respectfully,

OwLbiivte /'r [aC CC ]

Catherine Y. Delacee,
Deputy Borough Clerk

ENC: (1)



Introduced by:  Mayor
Date: March 6, 1990
Action: Adopted
Vote: Unanimous

KENAI PENINSULA BOROUGH
RESOLUTION 90-18

URGING THE STATE TO DEREGULATE THE TRANSPORTATION OF
MUNICIPAL SOLID WASTE TRANSFER SITES

WHEREAS, refuse haulers with a gross annual income greater
than  $220,000 arerequlated by the Alaska Public Utilities
Commission; and

WHEREAS, in the 1970's the Kenai Peninsula Borou?h asserted
that after refuse was placed in the "greer. boxes" or transter stations
it became the progerty of the borough and did not fall under the
jurisdiction of the hauler's permit, thus aIIowin% the boro ugh to haul,
or contract for hauling, the refuse to the landfill; and

- WHEREAS, the court rejected that position and determined that
hauling of transfer boxes was within the scope of an existing hauler’s
permit and was a service already provided by that hauler; and

WHEREAS, because of provisions of Title 29 of the Alaska
Statutes, a municipality cannot initiate its own hauling if the area is
already served by a certified hauler unless the municipality "buys
out" that carrier; and

WHEREAS, through a commission decision, the rate structure
for hauling in thecentral Kenai Peninsula area isexempt from PUC
review, but obtaining a permit is still subject to PUC determination of
public convenience and necessity; and

WHEREAS, these circumstances cause the creation of a
monopolé/ in-many communities that is not subject to regulation of
rate; an

WHEREAS, this prevents the borough from entering into a
contract with competitive bids which would ensure the [owest
possible cost to the taxpayers; and

Kenai Peninsula Borough
Resolution 90-18
Page 1 of 2 Pages



WHEREAS, legislation is before the Alaska State Legislature,
which, if passed, would deregulate municipal transfer sites thus
allowing the municipalities to competitively bid contracts for those
hauling services;

NOW THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE
KENAI PENINSULA BOROUGH:

~Section 1. That the Kenal Peninsula Borough supports
legislation that would deregulate hauling of municipal "green boxes"
or transfer site containers.

Section 2. That the clerk shall provided copies of this
resolution to Senator Eliason, Chairman of the State Labor and
Commerce Committee; Representative Donley, Chairman of the House
Labor and Commerce Committee; Senators Binkley, Fischer, Kerttula
and Szymanski; and Representatives Kubina, Navarre, Swackhammer,
Wallis and Zawacki.

ADOPTED BY THE ASSEMBLY OF THE KENAI PENINSULA
BOROUGH ON THIS 6th DAY OF March , 1990.

James W. Skogstadf Assembly President

ATTEST:

Kenai Peninsula Borough
Resolution 90-1S
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MATANUSKA-SUSITNA BOROUGH
Resolution Serial No. 90-027
A RESOLUTION OF THE ASSEMBLY OF THE MATANUSKA-SUSITNA BOROUGH
SUPPORTING.THE DEREGULATION OF SOLID WASTE COLLECTION AND DISPOSAL.
WHEREAS, the <collection and disposal of municipal solid
waste is a traditional police power function exercised to promote
the public health, safety and welfare; and
WHEREAS, Alaska statutes ecurrently require municipalities
wishing to engage in solid waste collection and disposal to
obtain a Certificate of Public Convenience and Necessity from the
Alaska Public Utilities Commission (APUC); and
WHEREAS, the Alaska Public Utilities Commission has 1issued
confusing orders regarding the regulatory scheme for solid waste
collection and disposal; and
WHEREAS, the APUC statutes and 1its regulatory scheme for
solid waste collection and disposal place an onerous burden on
municipalities since it requires them to obtain special permis—
sion and to face legal challenges when attempting to implement
the traditional police power function of solid waste collection
and disposal; and
WHEREAS, SB 298 deregulates solid waste <collection and
disposal thereby eliminating the requirement that the Alaska
Public Utilities Commission oversee municipal solid waste collec—
tion disposal; and
WHEREAS, SB 298 repeals a subsection of Title 29 which

requires municipalities to purchase all or a portion of a

Certificate of Public Convenience and Necessity of a utility
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hauler if such certificate is affected by the municipality refuse
collection and disposal services.

NOW, THEREFORE, BE IT RESOLVED that the Assembly of the
Matanuska-Susitna Borough supports the passage of legislation
deregulating solid waste collection and disposal and repealing
the onerous provisions of Title 29.

BE IT FURTHER RESOLVED that copies of this resolution be
forwarded to Senator Eliason, Chairman of the State Labor and
Commerce Committee; Representative Larson, Co-chairman of the
Finance Committee; Representative Donley, Chairman of the House
Labor and Commerce Committee; Senators Binkley, Fischer, Kerttula
and Szymanski; and Representatives Menard, Kubina, Navarre,
Swackhammer, Wallis and Zawacki; and all other members of the
Alaska Legislature, and the G;(ernor of the state of Alaska.

PASSED AND APPROVED by the Assembly of the Matanuska-Susitna

Borough this day of /%vc" i , 1990.

Dorothy A. Jong"s, Maydl*

ATTEST:

Linda Dahl, Borough Clerk

(SEAL)
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Alaska Center for the Environment
700 H Street, Suite 4 « Anchorage, Alaska 99501 e (907) 274-3621

April 26, 1989

Alaska State Legislature
Senate Labor and Commerce Committee

P.O. Box V
Juneau, AK 99811

Re: SB 298
Dear Members of the Committee:

The passage of SB 298 could have substantial negative
impacts on Alasks®s environment. Taking a hands off attitude
concerning solid waste would be a step backward and would fly in
the face of the lessons that we are learning nationwide about
solid waste management.

DEC and the municipalities are ill equipped to effectively

manage unregulated waste. DEC does not have enough staff to
adequately monitor current landfills and is certainly 1in no
position to take on new responsibilities. The State should

maintain and strengthen existing regulations and controls, not
abandon them.

The deregulation of garbage would also open the door to
non-Alaskan firms, some of which have questionable reputations.
The APUC can protect Alaska®s env ronment and citizens from
businesses that have little concern for Alaska.

We urge the committee not to pass out SB 298. At the
very least, the bill should not be hastily passed at the end

of the session, but should be held over for additional analysis,
discussion, and public comment.

Thank you.
Sincerely,

Cliff Eames
Issues Director
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May 23, 1989

*flic Honorable Dick Bliason

Chairman, Labor and Commerce Committee
Alaska State Senate

P. 0. Box V

Juneau, Alaska 99811

Dear Chairman Lliason:

In addition to operating a refuse hauling business on the Kenai Peninsula, I also
serve as President of the Alaska Refuse Utilities Association. The association has members
from around the State and represents the interests and concerns of the small businessmen
who operate these utilities.

We greatly appreciated the time which you took from your busy schedule to meet
with us in Juneau to discuss S.B. 298, the committee bill which proposes to deregulate
refuse utilities. As we stated during our meeting with you, we believe it is in the public
interest to continue to regulate refuse. However, we are willing to work with you and the
other committee members to develope compromise legislation which will be mutually
satisfactory to everyone concerned with the refuse issue. As you may know, we have
reached an informal agreement with the North Star Borough and the Kenai Peninsula
Borough on the issue of large transfer containers, which is the boroughs "prime refuse
concern.

The association would like to work with you and your committee during the interim
to develop a committee substitute which would enjoy broad support among those interested
in the refuse issue. Do you have any plans to work on S.B. 298 during the interim? Ifso,
would you please give us notice ofwhen the committee 3 meetings will occur so thatwe can
participate in them in a positive and constructive manner.

Thank you for your attention to this matter.

President
Alaska Refuse Utilities Association

35145 K Beach Road #2 = Soldotna, Alaska 99669 (907) 283-9390
HOMER «GIRDWOOD



KENAILT PENITIMSULA BOROUGH

144 N. BINKLEY « SOLDOTNA, ALASKA 99669
PHONE (907) 262-4441

TESTIMONY ON CSSB 298 (L&C)
REFUSE HAULING DEREGULATION

. The Kenai Peninsula Borough supports CSSB 298 (L&C) and the
issue of deregulation of the refuse hauling industry in general.  This
bill represents a comEromise between municipalities and the refuse
haulers. CSSB 298 (L&C) provides for the derequlation of municipal
transfer sites, thereby allowing municipalities to haul or contract for
the hauling of waste left at an intermediate disposal site.

The Kenai Peninsula Borough has sought deregulation of hauling of
municiPaI transfer sites since the 1970°s, when the borough asserted
that after refuse was placed in these transfer sites, it became the
Eroperty of the borough and did not fall under the jurisdiction of the
auler's permit, thus allowing the borough to haul or contract for
hauling, the refuse to the landfill.  The court rejected that position
and determined that hauling of transfer boxes waswithin the scoBe
of an existing hauler's fpermit and was a service already provided
that hauler. Because of provisions in Title 29 of the Alaska Statutes,
a municipality cannot initiate its own hauling if the area is already
served by a certified hauler, unless the municipality "buys out" that
carrier.

Throu?h a commission decision, the rate structure for hauling in the
central Kenai Peninsula area is exempt fiom the normalPUC rate
filing procedure, but obtaining a permit is stillsubject to PUC
determination of public convenience and necessity. These
circumstances cause the creation of a monopol1y iIn many
communities that is not subject to regulation of rate. This prevents
the borou%h from entering into a contract with competitive bids
which would ensure the lowest possible cost to the taxpayers.

In 1989, the certificated hauler in the borough requested a 25% rate
increase in the two areas that still have regulated rates. The APUC
denied the 25% increase but granted rate increases of 17.45% in the
east peninsula area and 15.8% in the southern peninsula area. While
the central peninsula area is not regulated, the hauler set those rates

DON



to reflect the 17.45% increase awarded for the east peninsula area.
Given this situation of a state agency determining the cost of doing
business for a municipality, the ability ofa local government to
control its costs is lost. In reaction  to theserateincreases, and in an
effort to contain the costs of the solid waste budget, the borough
made a decision to remove five transfer sites which resulted in
reduction of service to the public.

Due to pending EPA regulations requiring strict environmental
controls, the borough is now strongly considering the concept of a
central disposal site, which would require that waste generated in
Seward, Kenai and Nikiski to be hauled to a site in Soldotna. With
this increase in hauPng, it is imperative that the borough be able to
control the costs in this portion of the solid waste budget by being
allowed to enter into a competitive bid situation, resulting in a
contractual relationship with the hauler.  Because only one hauler is
now permuted to provide this service to the borough, this method of
controlling costs is not available.

The Kenai Peninsula Borough appreciates your consideration of this
legislation and urges you to pass CSSB 298 (L&C) from committee.



Alaska State Legislature
House of Representatives

Committee on State Affairs

March 23, 1989

T0: Reg. Dave Donley
hairman, Committee on Labor and Commerce

FM: Rep. H.A. "Red" Boucher
Rep. Loren Leman
Rep. Ann Sponholz

RE: Subcommittee on Solid Waste Utilities

The Subcommittee on Solid Waste Utilities has met to consider two
questions.

|. Should solid waste utilities be derequlated by the APUC.

Il. Should the Committee introduce legislation regulating
recovery and recycling of solid waste.

Regarding Question 1, the subcommittee has reviewed the past and
current record on the issue of derequlating refuse utilities. Ai)pendix
One to this memorandum contains the legislative history of bills
introduced in the eleventh legislature. There is no bill in the current
legislature concerning deregulation of refuse utilities.

In addition, the subcommittee members met with representatives of the
refuse industry, and also with Susan Knowles of the APUC, to ascertain

their views on this issue.

The subcommittee has concluded that current statute requires the APUC
to regulate refuse utilities (A.S. 42.05.720(F)). The fact that the
legislature has considered and declined to change the statute affirms
the prescribed public policy for APUC to follow.

The subcommittee is disconcerted by information from the refuse
utilities that the APUC is de facto deregulating refuse utilities by
encouraging applicants to apply for “"certificates of public convenience

Room 102 Capitol Building, P.O. Box V, Juneau, Alaska 99811 (907) 465-4931



and necessity" in areas where existing refuse utilities are operating.
This practice is not in conformance with the statute and should be
changed in favor of stricter regulation,

The subcommittee's conclusion in favor of strict regulation is based on
traditional economic theory of requlation that holds that the public
interest is hest served by allowing economies of scale to accumulate for
capital and operational cost recovery. In exchanﬁe for the preferred
monopolistic position enjoyed by most utilities, they are regulated in
order to prevent public abuse in the form of excessive profits and
substandard or discriminatory service. The practice of regulation saves
the public from inconstancy that is the .b)(-produc.t of competitive
markets. Regulation of utilities is especially applicable in thin markets,
like most Alaskan communities, that need reliable service from
fundamental utilities.

In addition, the subcommittee is Bersuaded that regulation of refuse
utilities is necessary to protect public health and the environment. The
commonplace occurrence of hazardous waste and toxic substances in our
communities requires, in the oglnlon of this subcommittee, a measure of
control and planning that can be achieved onéy by requlation. Issues
regarding waste products and disposal methods are of increasing
urgency in communities throughout the country. These issues deserve
to be scrutinized more rather than less in order to preserve public
health and the aesthetic values cherished in most Alaskan communities.

For the aforementioned reasons the subcommittee recommends that a
letter of legislative intent be attached to HB 72 (APUC sunset bill) that
reaffirms APUC's statutory mandate to requlate refuse utilities until the
legislature chooses to change the statute. Suggested language follows:

The legislature finds that the APUC's practice of regulation

of refuse utilities as required under A.S. 42.05.720 is inconsistent
with that statute. It is the intent of the legislature that APUC
should strictly regulate refuse utilities consistent with

A.S. 42.05. 720.

Regarding the second question, I. e.,  should the Committee sponsor
legislation requiring rePuIation of solid waste recovery and/or recg/cllng.
The subcommittee 1s of the opinion that the merits of the propose
legislation, Appendix Two, cannot be satisfactorily determined without
public hearings. ~ Consequently, the subcommittee supports introduction
of tt)hle legislation so that public process will be available to determine its
viability.



Original sponsor: Hohman Offered: 4/23/79
Referred: Judiciary

IN THE SENATE BV THE COMMERCE COMMITTEJS

HOUSE CS FOR CS FOR SENATE BILL NO. 61 am H (re-engrossed)
IN THE LEGISLATURE OF THE STATE OF ALASKA

ELEVENTH LEGISLATURE - FIRST SESSION

A BILL
For an Act entitled: "An Act relating to public utilities; and providing foi

an effective date."

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

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

(e) An [NOTWITHSTANDING ANY OTHER PROVISIONS OF THIS CHAPTER, ANY
electric, water, sewer, garbage, or telephone utility that does not
gross $50,000 [$25,000] annually is exempt from regulation under this
chapter [HEREUNDER] unless 25 per cent of the subscribers petition the
commission for regulation.

* Sec. 2. AS 42.05.711 is amended by adding a new subsection to read:

(f) An electric, water, sewer, garbage, or telephone utility u it
grosses more than $50,000 and less than $500,000 annually is exempt fro”i
regulation under AS 42.05.010 - 42.05.211 and 42.05.291 - 42.05.721
unless 25 per cent of the subscribers petition the commission for

regulation.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.

070(c).

1- HCS CSSB 61 am H
(re-engrossed)



Original sponsor: Hohman Offered: 3/9/79
Referred: Judiciary

IN THE SENATE BI' THE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 61
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
For ah Act entitled: "An Act relating to public utilities; and providing for
an effective date.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42.05.711(e) is amended to read:
(a) An [NOTWITHSTANDING ANY OTHER PROVISIONS OF THIS CHAPTER, ANY]

electric or telephone utility that does not gross $100,000 [$25,000]
annually is exempt from regulation under the provisions of thio chapter
other than the provisions of AS 42.05.221 - 42.05.281 [HEREUNDER] unless
25 per cent of the subscribers petition the commission for regulation.

In computing gross annual revenues under this subsection, the utility ma

exclude revenues received from its single largest governmental consumer
for the delivery of services.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

070(c).

-1- CSSB 61 .
mfobw |
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AM ACT RELATING TO

AMENDED TITLE-

PRIME SPONSORS:

M il

01/18/79
03/09/79
03/15/79
03/21/79

03/22/79
03/22/79
03/22/79

03/22/79
03/22/79
03/22/79

SEQ.

NQ,

HCS CS * AH Il (RE-ENG)
HOHMAN
JOURNAL SENATE ACTION
PAQE :
0069 FIRST READING — COMMITTEE REPORTS
0617 COM — (S05
9502 JUD — COM (S03
0577 RLS — OTHERO5
0601 SECOND READING
0601 COM CS ADOPTED BY UNAN CONSENT
0601 ADVANCED TO 3RD READING BY UNAN COHSENT
0601 THIRD READING
0602 PASSED BY DIV 20-00-00
0602

EFFECTIVE DATE VOTE SAME AS PASSAGE
i

1

M IS

03/23/79
06/23/79
06/28/79

05/02/79
05/02/79
05/02/79
05/02/79
05/06/79
05/06/79

05/02/79
05/02/79
05/02/79
05/02/79
05/06/79
05/06/79
05/06/79
05/06/79
05/06/79
0'/706/79
05/06/79
KK 05/06/79

PUBLIC UTILITIES? AND PROVIDING FOR AN EFFECTIVE DATE

SEQ.

HO.
11

JOURNAL

1339

HOUSE ACTION

FIRST READING — COMMITTEE REPORTS

COM — CS06

Jub — COM CSO7

SECOND READING

BY DIV 29-07-04

DIV 23-06-11

READIHG BY UNAN CONSENT
UNAN CONSENT

READING BY UNAN COHSENT

COM CS ADOPTED
AM01 ADOPTED BY
ADVANCED TO 3RD
AMO2 ADOPTED BY
ADVANCED TO 3RD

THIRD READIHG

PASSED BY DIV 27-06-07
EFFECTIVE DATE VOTE SAME AS PASSAGE
NOTICE OF RECONSIDERATION GIVEN

ACTION HO. 021 RESCINDED BY UNAN CONSENT
ACTION NO. 020 RESCINDED BY UHAN CONSENT
ACTION NO. 019 RESCINDED BY DIV 36-00-04
READ AGAIN THIRD TIME

RETURNED TO 2ND READING BY DIV 36-00-06
READ AGAIN THIRD TIME

PASSED BY DIV 26-08-06

EFFECTIVE DATE PASSED BY DIV 33-00-07



Lo Hay A. 1979

e front "nay"” to "yen."
: from "nay to "yea."
mote from nay" to "yea.l

DINC OF SENATE BILLS

ee third time.

HCS CSSB 6lamH be returned to
d Amendment No. 2.

.1 HCS CSSB 6lamH be returned
«iflc amendment?”™ The roll was
esult:

on, Barnes, Belme, Bettlsworth,

n, Buchl.jldt, Carney, Chatterton,

i, Duncan, Eliason, Freeman,
Gardiner, Haugon, Hayes,,

rc, McKinnon.Malone, Martin,

fe. Miller, Montgomery, Mosa,

:;, Oaterback, Parker, Parr,

ps, Randolph, Rogers, Schaeffer,.

Zharoff.

(|3|uy, Halford, Meekins, Miles,,
ell.

orth:

water," insert "sewer,"

isked unanimous consent that
N~ There being no objection,

ed unanimous consent that HCS
eegrossed, advanced to third
iﬁassage. There being no

Hay A. 1979

The question being:

House?" The

Yeas:

HOUSE JOURNAL 1341

HCS CSSB 6lamH(re-eng) was read the chird time. ~CS
CSSB
"Shall HCS CSSB 6lamH(rc-ang) pass the 6lajH
roll was taken with the following result: (re-epg)
26 Anderson, Bettlsworth, branson,
Buchholdt, Carney, Cotten, Duncan,
Eliason, Freeman, Fuller, Gardiner,
Haugen, Hurlbert, Malone. Martin,
Miller, Mos3, Munson, Osterback,
Parker, Parr. Phillips, Randolph,
Schaeffer, Smith, Zharoff.
8 Barnes, Belme, Chatterton, Hayes,

Nays:

Not
voting:

Representative Branson changed her vote from

"yea."

McKinnon, Metcalfe, Montgomery,
Rogers.

Brown, Guy, Halford, Meekins,
Miles, O"Connell.

nay" to

And so, HCS CSSB 6lnmH(re-eng) passed the House.

Mr. Anderson moved the effective date clause.

The question

being:

"Shall the effective date clause on

HCS CSSB 6lamH(re-eng) be adopted?”™ The roll was taken
with the following result:

Yeas:

Nays:

Not
voting:

33

Anderson, Barnes, Reirne, Bettlsworth,
Branson, Buchholdt, Carney,

ChRtterton, .Cotten, Duncan, Eliason,
Freeman, Fuller, Gardiner, Hayes,
Hurlbert, McKinnon, Malone, Martin,
Wetcalfe, Miller, Montgomery, Moss,
Munson, Ostcrback, Parker, Parr,
Phillips, Randolph, Rogers, Schaeffer,
Cinlch, Zharoff.

Brown, Ley, Halford, Haugen, Meekins,
Miles, O0"Connell.

And so, the effective date clause was adopted.

HCS CSSB 6lamH(re-eng) was referred to the Chief Clerk

for re-engrossment.

Apfblhw

1



CS
SB
61

SB
130

wkimit guundML

The question being:

March 22. 19-

"Shall COMMITTEE SUBSTITUTE FOR SENAT?

BILL NO. 61 (relating to public utilities) pass the Sen.itv

The roll was taken with the

Yeae: 20

following result:

Bennett, Bradley, Collctta,

Dankworth, Fahrcnkamp, Ferguson,
Hackney, Hohmnn, Kell)é, dKorctula
0

Meland,Mulcahy, Ray,

ey,

Sackett, Stlmson, Sturgulcuskl,
Sumner, Tilllon, Ziegler

Nays:

and so, COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 61 passed

the Senate.

Senator Coiletta moved and asked unanimous consent that
the roll call on the passage of the above bill be con-
sidered the roll call on the effective date clause.
Without objection, it was so ordered.

COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 61 was referred
to the Secretary for engrossment.

SENATE BILL NO. 130 (establishing incentives for students
to attend colleges and universities in Alaska) was read

the second time.

Senator Rodey mo'-'d and asked unanimous consent that *
SENATE BILL NO. 130 be held until the March 27 calendar
in second reading. Without objection, it was so ordered.

UNFINISHED BUSINESS

President Tillion appointed

Che following members to a

Special Committee on the Permanent Fund:

Senacor
Senacor
Senacor
Senacor
Senacor

Sumner, Chairman
Rodey

Hohman

Sackett

Mulcahy

March 22. 1979 SENATE J

The reconsideration of the follow
up this legislative dayand tha b
the Secretary for engrossment.

SENATE BILL NO. 192 (leasing
state land for oiland gas ui

HOUSE BILL NO. 179amended Si
Facility Authority

SPECIAL ORDER

Senator TIlllion coved and asked un
be excused on March 23. Without ol

Senator Rodey coved and asked unan:
be excused from a call of the Senat
10:30 a.a. Without objection, Senat

Senacor Sackett coved and asked una:
be excused from a call of the Sor<ac<
objection, Senator Sackett was excu:

Senator Kelly moved and asked unanic
be excused from a call of the Senate
objection. Senator Kelly was excusee

Senotor Ray moved and asked unanimou
excused, March 23. Without objactio-
excused.

ENGROSSMENT

The following bills have been engross
President and Secretary and cransmict
consideration:

COMMITTEE SUBSTITUTE FOR SENATE

COMMITTEE SUBSTITUTE FOR SENATE
(Finance)



RESPONSE TO AUDIT COMMITTEE REPORT ON
DEREGULATION OF REFUSE UTILITIES

In its recent report, the audit committee has concluded that
refuse utilities should be deregulated because the cost of reg—
ulating refuse collection and disposal exceeds the benefits of
such regulation. This conclusion is not supported by the facts
and realities of refuse collection and disposal.

The public wants the safest, and most healthful, economical,
efficient, 1inexpensive and environmentally desirable garbage
collection and disposal system available. Competition is not the
best way to insure these benefits. Normally, 1in the general
market arena, the competitive model will produce these benefits
with elementary levels of regulation. This however 1is not the
case with garbage collection and disposal. Free competition 1in
the refuse industry is not in the public interest because of the
substance and nature of garbage itself and because of the nature
of the service involved.

The audit committee quickly acknowledges some of the nega—
tive effects of open competition in the refuse indus—
try- increased truck traffic, frequent refuse pick-ups in res—
idential neighborhoods, and consistency problems. In so briefly
summarizing and dismissing these negative effects, the committee
both avoids facing the nature and extent of the problems and
neglects to consider a number of other consequences to the public
convenience and necessity. In addition, the committee mischarac-

terizes and ignores the APUC"s recent experiments in deregulation



in the Matanuska-Susitna Valley and draws a number of other
inaccurate conclusions about the larger system of regulation.

Deregulation of refuse carriers certainly will result 1in
increased refuse truck traffic in both commercial and residential
neighborhoods. Frequent refuse pick-ups by a number of carriers,
a necessary consequence of deregulation, will also mean that
unsightly refuse will be placed on curbs on a daily basis, as
individual haulers set their own pick up schedules. Both of
these consequences will have serious effects on the public health
and safety over the entire service area. The noise and dangers
associated with large trucks in residential streets need no
elaboration. The presence of trash awaiting pick up on each day
of the week increases the possibility of spillage and scattering
by dogs and due to a variety of other circumstances. Addition—
ally, 1in the event of spillage from trucks, it would be impossi—
ble to determine who among a number of carriers was responsible
for the spillage. It would be even more difficult to require
somebody to pick it up.

Deregulation will lead to a number of other adverse impacts.

Initially, 1increased competition among refuse haulers for
business would lead to a constant door-to-door and mail solicita—
tion of residents for their business by refuse carriers attempt—
ing to gain a sufficient number cf customers to make service
economical. This solicitation would be a on-going concern as

carriers entered and left the market.
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There are few natural barriers to entry into the refuse
business. All it takes 1is a pick-up truck and little muscle. If
the industry is deregulated, entry will be further facilitated
and the business will attract entrants that may have nothing else
to do at the moment and who possess little or no business knowl —
edge. These entrants will last only long enough to gather a few
customers and to find out that they are losing money. At the
same time, they will quickly learn that the way to success, 1if at
all possible, 1is to attract a lot of customers with low rates and
speedily collect and dispose of the garbage. Under such pres—
sures, utilities will have no incentive, or time to recycle or
compact material to save landfill area. Spillages are not
cleaned up, and the competitor believes he will not get caught
because so many competitors serve the same areas.

Ease of entry under a deregulated scenario v/ould also mean
there is little incentive for any of the competitors to have
anything more than the absolute minimum investment in equipment
and maintenance. Furthermore, there would be little incentive to
buy expensive, high-technology equipment that 1is far more effi—
cient, sanitary, and safe than a broken down old garbage truck or
pick-up. Thus, better collection technology does not automat—
ically translate into a more desirable competitive position. In
simple terms, competition would tend to drive better equipment
out of the market, since a utility owner could not be assured
that .iis investment in such environmentally desirable, safe, and

sophisticated equipment could be paid for over time. Such



equipment requires all the customers a utility can get, and open
competition would spread such customers out among a number of
competitors.

Deregulation means that not only that anyone can begin a
refuse collection and disposal business but also that refuse
utilities can as easily go out of business. Most of the competi —
tors that started competing with Alma Corporation and WRI 1in the
Mat-Su Borough no longer exist. Under deregulation, people who
have lost service may find it inconvenient to locate a new carri—
er willing to serve them. Another and more significant conse—
quence 1is that as deregulation continues and new competitors Kkeep
entering and leaving a service area, customers grow tired with
the sporadic service, lose faith altogether in the system, and
begin using the free transfer sites. This change-over fronm
reliance upon refuse carriers to use of the free transfer sites
undermines the stability of the remaining utilities and
over-burdens the transfer tites.

There are no real benefits to be associated with competition
in the refuse industry. The committee appears to believe that
competition will lower rates. This reasoning is defective.
Especially in a market in which haulers come and N0 freely,
without regulation, customers quickly come to realize that the
most important thing is that refuse be collected weekly without
interruption. Customers are willing to pay slightly more for
this level of service. Thus, while rates in freely competitive

markets may move lower at first, they will stabilize and then



rise as customers develop loyalty to the stronger competitor, and
as that competitor captures a larger market share and raises 1ins
rates to cover his costs of competition, past losses, purchasing
other competitors, and the lost returns he failed to realize
during the competitive battle. The end result of free competi—
tion in the refuse industry 1is that sooner or later, the strong-—
est competitor has most if not all of the business with no rate
or service regulation. The APUC % experience 1in the Mat-Su
Valley illustrates these principles. The competitive model has
not worked there. Those competitors that charged less than the
rate that was required to earn a reasonable return are no longer
in business and appear to have stayed in business for a short
period of time.

The audit committee also bases 1its conclusion on its percep—
tion that the APUC is spending an excessive amount of time of
regulating refuse utilities. As the attached charts demonstrate,
the APUC 1is spending limited time on refuse matters. In brief
summary, between January 1, 1983 and December 31, 1988, APUC
Commissioners and Hearing Officers spent 142 hearing hours on
certification matters and 37 hearing hours on rate hours. These
figures hardly constitute an excessive amount of time for the
regulation of refuse utilities.

Finally, recommending that the APUC no longer regulate
refuse carriers, the audit committee relies on local regulation
of the refuse industry by municipalities. This local regulation

simply does not exist. As a practical matter, local communities
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are not taking responsibility for health and sanitation issues
connected with the refuse industry, nor 1is the Department of
Environmental Conservation. Even were these entities to take
such responsibility, implementing such regulations would be
costly regardless of the method chosen.

If the municipality decides to engage in competitive con—
tracting for the collection and disposal of refuse, it will need
personnel to write, let, manage, and oversee those contracts.
The municipality would need appropriate expertise to evaluate
requests for rate increases and would be taking on considerable
potential Iliability for the improper disposal of hazardous wastes
handled by those contractors.

IT the municipality decided to regulate on a franchise
basis, the municipality would still need to develop the certi—
fication, rate regulation, and service regulation expertise
possessed by the APUC.

IT the municipality decided simply to open its area to
unregulated competition, it would need to develop environmental
safety standards. This process would become substantially more
expensive as the number ox refuse carriers increased 1in the
municipal area.

Regardless of the form of regulation adopted by a municipal —
ity, the result would be higher rates for the collection and
disposal of refuse. When 1local political bodies are responsible
for rate-making, higher rates inevitably result because those

entities do not fully understand the refuse collection and
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disposal business and rate-making concepts. Thus, unless a

municipality 1is willing to expend considerable sums of money to

attract and obtain the necessary level of expertise
rates, or to establish and revise contractual rates,

are far better off under regulation by a commission

to regulate

customers

that 1is

primarily designed, organized, and operated to regulate the

and services of utilities.

Fci* all these reasons, deregulation of refuse utilities

contrary to the public health, safety, and convenience.

rates

1S
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January 19, 1990

MEMORANDUM
TO: Senator Dick Eliaso"
FROM: Gordon S. Harrison
Director
RE: Regulation of Refuse Collection and Disposal in Alaska

Research Request 90.190

You asked for background information on the regulation of refuse collection and
disposal in Alaska. This memorandum provides an overview of the regulatory
regime currently in place.

The collection of refuse and the disposal of it are subject to different types
of regulation.

Refuse Collection

Garbage collection service is considered a public utility in Alaska and falls
under the jurisdiction of the Alaska Public Utilities Commission (APUC). All
garbage collection services must obtain a certificate of public convenience
and necessity from the APUC. By granting a certificate, the APUC determines
that the proposed service is in the public interest. Jurisdiction of the APUC
extends into incorporated areas. Thus, municipal governments that operate a
refuse pick-up service (as do the Municipality of Anchorage and the Matanuska-
Susitna Borough, for example) must hold certificates from the APUC.

If a municipality with a certificate chooses to contract its garbage collection
service to a private firm.* that Ffirm does not have to obtain its own
certificate. It is presumed to be operating under the certificate held by the
municipality. However, if a firm wished to compete with the municipal service,
or if it wanted to operate in an area of the municipality not reached by the
municipal service, it would need to obtain a certificate from the APUC.
(Currently in Anchorage, the municipality operates a collection service in the
compact metropolitan area and a private company with 1its own certificate
operates in the outlying areas.)
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The APUC also regulates rates charged by private garbage haulers, but only
those over a minimum size. Alaska statutes exempt from rate regulation
collection services with gross annual revenues of $200,000 rr less.1 Municipal
utilities are exempt from rate regulation by the APUC.2 It is assumed that a
municipality will establish rates for its utility service according to a public
process, and that in general sufficient political accountability for these
matters exist at the local government level.

In Juneau, garbage is collected by a private firm, Channel Sanitation, whose
annual revenues exceed $200,000 and whose rates are regulated by the APUC.

Garbage Disposal (Landfills)

Landfills and garbage incinerators are not considered public utilities in
Alaska, and therefore they are not regulated by the APUC. That is, they do not
need a certificate of public convenience and necessity to go into business, and
the rates they charge are not regulated. However, the operation of garbage
disposal sites and garbage incinerators is regulated by state and federal laws
and regulations administered by the Alaska Department of Environmental
Conservation (DEC). A permit from DEC is required to open a landfill; and the
permit holder must abide by stipulations regarding cover material, leachate
(toxic liquid that seeps into ground water or streams), attraction of animals,
and other aspects of its operation. An incinerator also requires a permit from
DEC, which administers the federal clean air standards.

The federal government has established standards and guidelines for landfills.
These are administered by the Environmental Protection Agency (EPA). However,
the EPA does not currently have an active monitoring or enforcement program.
Proposed changes to federal law could propel EPA into a more active role in
landfill permitting and regulation in the near future.

I hope this information is useful to you. If you have any questions or would
like additional information, please contact this agency."

1 AS 42.05.711 (i) exempts trash collectors with gross annual revenue of
$200,000 or less "unless 25 percent of the subscribers or subscribers
representing 25 percent of the gross revenue of the utility petition the [APUC]
for regulation.™ There has never been a petition submitted under this
provision.

2 AS 42.05.711 (1) allows the governing body of a municipality to elect
to be subject to regulation by the APUC. No municipalities have voluntarily
submitted their refuse collection wutility to APUC rate regulation, but
municipalities have voluntarily put other utilities under it (the publicly
owned and operated telephone and electric utilities in Anchorage are regulated
by APUC, for example).
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February 14, 1990
MEMORANDUM
TO: Senator Dick Eliason

FROM: Leola Weimer
Legislative Analyst

RE: Regulation of Refuse Collection and Disposal in Alaska
Research Request 90.190 (Supplemental Information)

You asked which municipalities held certificates to provide refuse service from

dumpsters to landfills.

There are two types of dumpster services: 1) roll on/off service, and 2) public
dumpsters. The roll on/off service typically services Jlarge commercial
enterprises (e.g., a supermarket) and requires a specialized truck onto which
the entire dumpster is rolled on and off. Public dumpsters, on the other hand,

typically do not require the removal of the entire container.

The table of certified refuse collectors provided in the first supplemental
this

90.190 identifies those who provide roll on/off service. In Anchorage,

service 1is provided by Anchorage Refuse, Inc. and Eagle River Refuse, Inc..

to

In

the Matanuska-Susitna Borough, roll on/off service is provided by Wasilla Refuse,

Inc. and All Alaska Enterprises. None of these certificate holders
municipally owned.

According to Bill Marshall of the Alaska Public Utilities Commission (APUC),

are

all

municipalities that hold refuse certificates may provide d>mpster-to-landfill

services. They are not, however, required to do so. A municipality may choose
to contract its dumpster service. If the municipality holds a certificate, the
subcontractor may operate under the municipality"s certificate. If, however,

the municipality does not hold a certificate (e.g., in the Kenai Borough),

private contractors must obtain a certificate to provide refuse service.

If a municipality (or borough) seeks to obtain a certificate to initiate service
in an area already serviced by a private certificate holder, the municipality
must buy out its potential competitor. Alaska Statute 29.35.060(b) states that:

The governing body of a municipality may not prohibit a person
holding a valid certificate from the Alaska Public wutilities
Commission from continuing to collect and dispose of garbage,
refuse, trash, waste material, or provide other related services in
an area in the municipality if the certificate authorizes the
collection and disposal of garbage, refuse, trash, or other waste
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material and providing of other services 1in the area, and the
certificate was originally issued before the municipality provided

similar services. A municipality may not provide for garbage,
refuse, trash, or other waste material collection and disposal
service . . . until it has purchased the certificate, equipment and

facilities of the carrier, or that portion of the certificate that
would be affected, at fair market value.l

In short, a municipality may not initiate service in competition with a person
who already holds a certificate. If a municipality wishes to expand service
into an area in which a certificate has already been issued, the municipality
must first buy out its potential competitor.

According to Assistant Attorney General Jim Baldwin, this statute applies only
to governing bodies such as municipalities and boroughs. It does not apply to
private companies that wish to compete with municipal, borough or private
certifijate holders. There 1is a question as to whether or not this statute
requires a municipality to buy out a boroug"i certificate holder to prevent
competition. In the past, the term "person"” nas not been extended to include
governing bodies such as municipalities or boroughs.2

Attachment

1For the complete text of the statute, see attachment.

Attorney General Opinion 74, James E. Douglas, assistant attorney general,
February 22, 1974.
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jurisdiction, (a) To the extent s

municipality is otherwise authorized by law to exercise tho power
necessary to provide the facility or service, the municipality may pro-
vide parks, playgrounds, cemeteries, emergency medical cervices,
solid and aeptic waste dispoeal, utility services, airports, streets (in-
cluding Ice I'onds), 'rails, transportation facilities, wharves, harbors
and other marine facilities outside its boundaries and may regulate
their use and operation to the extent that the jurisdiction in which'
they are located does not regulate them. A regulation adopted under
thia section must state thct it applies outside the municipality.

(b) A municipality may adopt an ordinance to prelect its water
supply and watershed, and may enforce the ordinance outeido its
boundaries. Before this power may be exercised inside the boundaries
of another municipality, the approval of the other municipality must
be given by ordinance.

(c) Thia section applies to home rule and gcnoral law municipali-
ties. (S 10 ch 74 SLA 1985)
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Hec. 29.35.030. Eminent domain, (a) A municipality may, only
within its boundaries, exercise (lie powers of eminent domsin and
declaration of taking In tho performance of a power or function of the
municipality under the procedures set out in AS 09.66.250 —
09.65.460. In the cane of a second clnss city, the exercise of the power
of eminent domain or declaration of taking must lie by ordinance that
is aubmittod to the voters at the next general election or at 1 special
election celled for that purpose. A majority of the votes on the ques-
tion is required for approval of tho ordinance.

(b) This section applies to home rule and general law municinali-

tins, (t 10 ch 74 SLA 1085)
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Sec. 20.35.040. Emergency digester powers, (a) A municipality
that is wholly or partially in on area that is declared by the President
or governor to bo a disaster arcs may participate in and provide for
housing, urban renewal, and redevelopment in tho same manner a
home rule city. Tito exercise of these powers by @ borough shall be on d
nonareowide basis, except a borough may exercise the powers trana-
feiTed to it by a city as provided by AS 29.35.310.

(b) Powers granted by this section must be initinled within d period
of not more than five years after the dale of declaration of a natural
disaster by the President or governor, but these powers may be ex-
tended for an additional period of not more than three years, (t 10 ch

74 SLA 1985)
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praa grant In the charter. Town of
Ketchikan r. Zimmerman, 4 Aleaka 338
(1911).
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Sec. 29.35.050. Garbage and solid waste services, (a) A mu.

pality may be ordinance

*i

<1) provide for the establishment, maintenance, and operation of a
system of garbage and solid waste collection and dispcw”i for the en-
tire municipality, or for districts or portions of it;
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(2) require all person* in the municipality or district lo uae the
ayitem and to dispose of their gatbtgt and solid waile na provided in
the ordinance;

(3) award contracts for collection and diaposnl, or provide for the
collection and disposal of garbage and solid wnale hy municipal offi-
cials and employees,

(4) pay for garbage and solid waste collection and disposal from
available money;

(Sl require propeity own*, j or occupants of premises to use the
garbage and solid waste collection and disposal system pruvided by
tho municipality;

(6) fix charges against the properly ownern or occupants of premises
for the collection and disposal; and

(7) provide penalties for violations of the ordinances

(b) The governing body of a municipality may not prohibit a person

holding a valid certificate from the Alaska Public Utilities Commis-
sion from continuing to collect and dispose of garbage, refuse, trash,
waste material, or provide other related services in an area in the
municipality if the certificate authorises (he collection and disposal of
garbage, refuse, trash, or other waste material and providing of other
services in the area, and the certificate waa originally issued before
the municipality provided similar services. A municipality may not
provide for a garbage, refbaa, trash, or other waste material collection
and disposal service in an area to the extent It lies in an area granted
to a garbage, refuse, trash, or other waste material carrier by a certifi-
cate Issued by the Alaska Public Utilities Commissirn to tho carrier
until it has purch'-.sed the certificate, equipment and facilities of the
carrier, or that pcirtion of the certificate that would be alTeclod, at fair
market value. A n unicipnlity may exercise tho right of eminent do-
main to acquire the certificate, equipment and facilities of tho carrier,
or that portion of the certificate that would be affected.

(c) Thia section applies to home rule and general law municipali-

ties. <{ 10 ch 74 SLA IyftS)
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cated by the Alaska Public Utilities Commission and may permit the
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use of streets and other public plares by the franchise holder under
rrgulsttons prescribed by urdinanre.

(bl Unleu the grant is msd* on s competitive basis, the grsnt of sn
exclusive right to use s public street or righl-of-wsy for more than five
years to s utility or a transportation system not certificated by the
Alaska Public Utilities Commission shall be valid only if approved by
a majority of the voters at an election.

() Thia section applies to home rule and general law municipali-

ties. (I 10 ch 74 SLA IB86)
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See. 29.35.070. Public utilities (a) The assembly acting for the
area outaide all citiea in the borough and the council acting for the
area in a city may regulate, fix. entablinh, and change the rates and
charges imposed for a utility service provided to the municipality or
ita inhabitants by n utility thHt it is not subject to regulation under
AS 42.05 unless that utility ia exempted from regulation under AS
42.05.711(a) or (d) — <K).

(b) A municipality may provide for a reasonable deposit for meter*
and service to be given if interest is paid on the deposit.

(c) Unless the utility is owned by tho municipality, all rates,
charges, and regulations established under this section shall be estab-
lished by ordinance and shall be reasonable and permit a fair return
on invested capital.

(d) This section applies to home rule and general law municipali-

ties. (9 10 ch 74 SLA 1985)

NOTES TO DECISIONS

All the operator of a public utility ~ change# in ownership, ptua capital addi-
waa entitled to waa a reasonable re- tion! and mlinua accrued depreciation
turn on hitnetcapital tnveatmant un-  Pichotta v. City of Rktgway, 12 Alaaka
dor a former, similar provision, repre- 42. 78 F. Hupp 999 (D. Alaaka 1948)
aerited by property actually ueed and The term "inveated capital** aa uoed in a
uaeful in the public aervice, and than only ~ former, similar proviaion thould not have
provided that hie operation waa efficient been  netrued to mean fair value, nor
and econopical. Pichotta v. City of waa th# uUlity entitled to the benefit of
Skagway, 1Z Alaska 42. 78 F. Supp. 999 any appreciation in valua, nor ehould the
(D. Alaaka 1948). term have been conetrued to mean that

Meaning of "Inveeted capital*. — which waa paid for a utility by th# lent
"Inveeted capital," aa ueed In a formar, purchaser. Pichotta v. City of Skagway,
similar proviaion, maant the Initial In- 12 Alaaka 42. 78 F. Supp PV9 (D. Alaska
VMtment, rvRinJlee# of eubeequenl  1948).
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Legislative Research Agency Fax: (907) 183-3351

February 2, 1990

MEMORANDUM
T0: Senator Dick Eliason

FROM: Leola Weimerkjyj
Legislative Analyst

RE: Regulation of Refuse Collection and Disposal 1in Alaska
Research Request 90.190 (Supplemental Information)

You asked for additional 1information regarding refuse collection in Alaska.
This memorandum provides a list of refuse collectors certified by the Alaska
Public Utilities Commission (APUC) to operate in Alaska.

The names, addresses and geographic location of all certified refuse collectors
are shown in Table 1.

Table 2 shows certain operating characteristics of these certified operators.
For the purposes of this table the following definitions apply.

Competitive: more than one operator is certified to collect refuse
in a specified service area.

Restricted: a certificate holder may service only residential
customers in certain areas.l

Regulated: gross operating revenue greater than $200,000.00 and
therefore rates are regulated by APUC.

The Mac-bu Borough 1is the only service area where there 1is restricted
service. Historically, Alma Corporation and Wasilia Refuse were the only
certified operators in their respective areas. It was determined by APUC that
commercial service should be restricted in these specific areas to their
historically exclusive operators. APUC granted exclusive commercial service to
Alma Corporation and Wasilla Refuse within their original certificated areas.
However, it did not grant them exclusive commercial service in their expanded
service area. Residential service, on *he other hand, is competitive throughout
the Mat-Su Borough.
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Attached 1is a page from the APUC FY 88 annual report which (1) lists those
operators whose rates are regulated by APUC, and (2) shows a sample of monthly
residential refuse rates charged by the regulated private operators.

We also have the legal descriptions of each service area and additional
documentation, which 1is available to you upon request.

I hope this information is useful to you. If you have any questions or would
like additional information, please contact this agency.

Attachments



TABLE!

REFUSE COLLECTORS CERTIFIED TO OPERATE IN ALASKA

Certnicole

387
217
284
718

283
231

233

203
391

402
195

232
371
282
342
385
374
204 8 206
370

216
219
276

235
396

349
266
198
223

279
288
331
299
243
362
p

20

Borough

Anchorage

Atlie

Britlol Bo/

Holnet

Juneou

Kona!

Ketchikan

Kodiak

Mal-tu

North Star

Sillko

Other

Company

Beluga Environmental Services, Inc. (fIESI)
Anchorage Refuse, Inc. (ARI)

Anchorage, Municipality ol (MOA)

Eogle Rivor Refuse, Inc. (ERRI)

Colville Environmental Services (CES)
North Slope Borough Utilities (NSBJ

Patterson Sanitation & Reluse Svc, Inc.

Hairss Sanitation (HS)
Slogway, Cty ol (SKAGWAY)

Juneau Sanitation Corporation (ISC)
Channel Sanitation Corporation (CHANNEL)

C &S Enterprises
Seward Service (SS)
Peninsula Sanitation Co., Inc. (PSC)

Tongass Sanitation (TONGASS)
Ketchikan. Cty ol (KETICHIKAN)

Kodiok Sanitation, Inc. (KSI)

Alma Corporation (ALMA)
Matanuska-Susitna Borough (MAT-SU)
Polmer, Cty ol (PALMER)

Sutton Sanitation Services (SUTTON)
Valley Reluse (VR)

-LacKeruie Reluse (MACKENZIE)
Wosilla Refuse, Inc. (WRI)

All Alaska Enterprises (AAE)

Interior Services (INTERIOR)

Far North Sanitation Services, Inc. (FAR NORTH)
Fairbanks, Cty ol (FAIRBANKS)

Drake's Sanitation, Inc. (DRAKE'S)

March Disposal (MARCH)
Sitka, Cty & Borough of (SITKA)

Aniok Disposol Service (ADS)

Delta Sanitation (DELTA)

Dillingham P.ofuse, Inc. (DRI)

Copper Valley Construction Company (CVCC)
McGrath Trash & Rofuso (MTR)

Irwin's Garbage Disposal (IRWIN'S)
Noabia Nilgn, Ud. (NNI)

Petershurg, Cty ol (PETERSBURG)

Therne Bay, Cty Of (THORNE BAY)

J. D. Reluse Service (ID REFUSE)
Williwow Services, Inc (WSI)

Voldez Alaska Terminals, Inc. (VATI)
Bob's Disposol Service. (BOB'S DISPOSAL)

Prepared by th- logisictive Research Agoncy, Febrvory 1990 (90.190S1).

Addreu

3700 Spenard Rood
6301 Rotewood Street
P.0. Box 196650
P.0. Box 1028

8600 Sultona Drive
P.O. Box 69

P.0. Box 174

P.O. Box 575
P.0. Box 415

2634 John Street
P.0. Box 21267

P.0. Box 1177
P.0. Box 524
P.0. Box 1209

P.0. Box 7701
2930 Tongau Att

' 0. Box 449

P.0. Box 200089

P.0. Box 1608

231 W. Evergreen Avc.
P.0. Box 226

4360 Codoiwood/ P.O. Box 874433

P.0. Box 873921

1101 Woiilla Fithook Rood

P.O. Box 872547

400 sanduti Road
P.0. Box 289
2121 Roger Rood
Box 55087

P.0. Box 1373
304 Lake Street

P.0. Box 161
P.O. Box 40
P.0. Box 75
Milo 197 Box 165
P.0. Box 35
P.0. Box 144
P.O. Box 476
P.0. Box 329
P.0. Box 19110
P.O. Box 363
P.0. Box 84
P.0. Box 6769
P.0. Box 402

Town

Anchorog#
Anchorog#
Anchorog#
Eogl# River

Anchorage
Borrow

Naknek

Hainet
5kogway

Juneau
Juneou

Kenai
Seword
Sold-Una

Ketchikan
Ketchikan

Kodiok

Anchorage
Pjlmer
Palmer
Sutton
Wotilla
Wavilla
Wotilla
Wotilla

Foirbankt
Eairbanki
Foirbankt
North Pole

Silica
Sitka

Aniak
Della Jet
Dillingham
Glennailen
McGrath
Nenana
Northwa/
Petertburg
Thome Bo/
Tok
Unolotka
Anchorage
Yakutol

Zip

99503
99502
99519
99577

99516
99723

99737

99827
99840

99801
99802

99611
99664
99669

99901
99901

99615

99520
99645
99645
99674
99687
99687
99687
99687

99704
99707
99701
99705

99835
99835

99557
99737
99576
99588
99627
99760
99764
99833
99919
99780
99685
99502
99689

Teleghore

561-7424
563 3717
561-1906
688-3501

345-0594
852-2611

822-3330

766-2736
983-2297

364-3777
78C-4288

283-3977
224-5965
283-9390

225-5561
225-1000

486-5308

C'76-3229
745-4001
745-3271
745-0244
376-3663
264-8201
376-2158
376-2084

452-1517
456-69/9
452-1881
488-6435

747-8267
747-3294

645-4368
895-4331
842-2529
822-3252
524-3633
8325654
778-6497
772-4203
828-3380
883-2751

243 1414
78J-.227



TABLE 7
STATUS OF CERTIFIED REFUSE COLLECTORS

Certificate Borough  Company Ownership ~ Competitive Restricted Regulated Notes
Anchorog*
387 Beluga Environmental Servicot, Inc. (BESI) private
217 Anchoroge Reluse, Inc. (ARI) private
284 Anchorage, Municipality ol (MOA) municipal
218 Eagle River Relute, Inc. (ERRI) private
Arctic
283 Colville Environmental Services (CES) pnv e
231 North Slope Borough Utilities (NSB) borough
Briitol Bay
233 Patterson Sanitation & Refuse Svc, Inc. private
Koines
203 Haines Sanitation (HS) private
391 Skagway, Gty ol (SKAGWAY) municipal
Juneau
402 Juneau Sanitation Corporation (JSC) private
195 Channel Sanitation Corporation (CHANNEI) privole
Kenai
403 C &S Enterprises privole
Seward Service (SS) private
209 Peninsula Sanitalior. Co . Inc. (PSC) private
Kelchilan
a1 Tongass Sanitation (TONGASS) private
398 Kevchikon, Cty ol (KETICHIKAN) borough
Kodiak
2 Aodiak Sanitation, Inc. (KSI) private
Matsu
232 Alma Corporation (ALMA) private 9.15
371 Motanusko-Susitna Borough (MAT-SU) borough
282 Palmer, Gfy ol (PAIMER) municipal 8
342 Sutlon Sanitation Services (SUTTON) private 13
385 Valley Refuse (VR) private 10,14
374 MacKerui* Reluse (MACKENZIE) privole
204 & 206 Wasilla Refuse, Inc. (WRI) private 2.11.15
370 All Alaska Enterprises (AAE) private 2
North Star
216 Interior Services (INTERIOR) private
219 Far North Sanitation Services, Inc. (FAR NORTH) private
276 Fairbanks, Gty ol (FAIRBANKS) municipal
Drake's Sanitation, Inc. (DRAKE'S) privole
Sitka
235 March Disposal (MARCH) pnvaur
396 Sitka, Gty & Borough ol (SITKA) borough
Other
349 Aniak Disposal Service (ADS) private
266 Della Sanitation (DELTA) privole
198 illingham Refuse, Inc. (DRI) private
223 Copper Valley Construction Company (CVCC) private
244 McGrolh Trosh & Reluse (MT*) private
279 Irwin's Garbage Disposal (IRWIN'S) private
288 Naabia Niign, Ltd. (NNI) private 2
331 Petersburg, Gty ol (PETERSBURG) municipal
299 Thorne Boy, Gty Ol (THORNE BAY) municipal
243 J. D. Refuse Service (JD REFUSE) privole
362 Williwow Services, Inc (WSI) private
Voldez Alosko Terminols, Inc. (VATI) pri. ate
20 Bob's Disposal Service. (BOB'S DISPOSAL) privole
NOTES:

1 Targeted service artro (SA): is commercial
2 Roll on/oll service provided.
3 Potentially comepetifive but targeted service area is commercial oil field clean up.
4 Potentially competitive but different targeted service therefore not actually competitive.
5 Not in operolion because service is pending court decision.
6 Potential competitor JSC pending a court decision.
7 Competition within portions ol overlapping service area.
Potentially competitive but an informal agreement not lo compete.
9 Ownership transfer to WRI is pending APUC commissioner decision.
10 Residential service only.
The only holder ol two certificates.
12 Ownership is by villooge corporation.
13 Portion ol service area restricted to residential service only.
14 Service area restricted to residential service only.
15 Eadusivo commercial service within original service area.

Prepored by the legislohv* Research Agency, February 1990 (90.19051).



REfUSE AND GARBAGE UTILITIES
(1S87 Calendar Year)

Revenues

Total Net
utility Met Plant Revenues Income Customers
(Gross Operating Revenue Greater Than $200,000)
Anchorage Refuse, Inc. $2,458,804 $ 9,210,396 $163,811 26,076
Channel Sanitation Corporation 276,894 2,132,305 <390,484> 4,920
Drake’s Sanitation, Inc.1 132,488 454,641 <8 ,716> 165
Eagle River Refuse, Inc, 185,610 932,965 32,697 4,118
Far North Sanitation, Inc. 1,569,616 1,214,258 133,867 712
Interior Services,

Ralph E. Bartlett d/b/a 788,822 519,916 <23,948> 262
Kodiak Sanitation, Inc. 82,437 820,551 70,322 182
Peninsula Sanitation Company, Inc.? 252,395 1,350,321 85,804 1,340
Wasilla Refuse, Inc.3 130,780 541,037 74,584 702

TOTAL $5,877,846 $17,176,390 $137,937 38,477

SAMPLr MONTHLY RESIDENTIAL REFUSE RATES
(As of June 30, 1988)

1 RECEPTACLE 2 RECEPTACLES

1 PICK-UP/ 1 PICK-UP/

COMMUNITY WEEK WEEK UTILITY
Anchorage $ 13.34 $ 13.34 Anchorage Refuse, Inc.
Eagle River 13.34 13.34 .iagle River Refuse, Inc.
Fairbanks 12.00 12.00 Far North Sanitation Service, Inc.
Fairbanks 12.00 12.00 Drake's Sanitation, Inc.
Fairbanks 6.00 6.00 Interior Services,

> Ralph E. Bartlett d/b/a
Girdwood/Alyeska 11.50 11.50 Peninsula Sanitation Company, Inc.
Homer 9.23 12.98 Peninsula Sanitation Company, Inc.
Hope-Turnagain Arm 11.50 11.50 Peninsula Sanitation Company, Inc.
Juneau 18.44 18.44 Channel Sanitation Corporation
Kenai 10.13 10.13 Peninsula Sanitation Company, Inc.
Kodiak 5.50 5.50 Kodiak Sanitation, Inc.
Mat-Su Valley 20.00 20.00 Wasilla Refuse, Inc.

Nelnformation presented for year ending 4/30/87.
information presented for year ending 6/30/87.

information presented for year ending 3/31/88.
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Would allow com petitive procurement (lower cost for services).

Could enter into enforceable contracts (better quality of service).

No rate increases imposed (eliminate uncontrollable increases).

* 80% rate increase proposed by Fairbanks hauler

No incentive for innovative solutions to existing problems under monopoly

set-up (lack of competition stops innovative actions).

Bottom line: regulation should give improved service to consumer.
regulation of Alaskan waste haulers has reulted in poorer
service and higher cost

IS MORE, NOT LESS, REGULATION NEEDED?

APUC regulation is almost exclusively economic regulation.

Many agencies regulate the transport and disposal of solid waste (EPA,

U.S.DOT, ADEC, AST, FNSB) for environmental and public health concerns.
APUC deregulation won'c effect those regulatory efforts.

APUC has recommended deregulation for last 10 years.

APUC regulatory attempts to increase com petition have resulted in widely
differing regulatory structures in various communities.

WILL DEREGULATION GREATLY INCREASE ENVIRONMENTAL RISK?

Current debate over risks/liabilities of waste management :@.s centered on
disposal.

APUC regulations affect collection/transport, not disposal.
Collection/transport is completely separate issue from disposal.

WHAT WILL BE THE IMPACT OF DEREGULATION'ON THE EXISTING HAULERS?

Competition w ill favor existing, well-managed firms, due to the advantage
of already purchased equipment, and increased knowledge and experience.
Deregulation w ill allow other w illing companies tocompete with the

existing hawulers, with improvements in service andcoots.

Other firms interested in competing with the existing haulers don’'t appear
concerned with economies of scale issue.

Cost of the necessary equipment, while high, is not prohibitive.

SHOULD CONTINUED REGULATION BE TRADED FOR INCREASED RECYCLING?

This argument again mixes collection and disposal issues.

Proposal further confuses issue by mixing types of waste recovery.
Most waste recovery tied to disposal (which doesn't involve APUC-regulated
businesses).

Such disposal-linked recycling doesn't work economically in AK.

Source separation and collection only recycling activities which could be
directly linked to APUC haulers.

E ffect would be to force existing small business recyclers out of the

m arketplace while protecting haulers from com petition

Solid waste processing in AK is almost unregulated, sitting between ADEC's
disposal regulations and APUC's collection regulations.

Best approach would be ADEC regulation of such processing, not APUC (due
to the environmental vs. economic outlook of the two agencies)



ALASKA PUBLIC UTILITIES COMMISSION
Hearings, 1983-19(18:
Collection and Disposal of Garbage, Kefuse, and Trash

. Hearings Pertaining to Certification Matters
Hearing

Docket (s) Jrit;c(s) of Hearing (s) Off *rs or Comm'rs Present Hours O ff r-Hours/Coinin'r-Hours
U-H3-8, Valley KefUse, et al. 10/17, 19, 31/(13 Coinin'rs Ayi, Weatherly 49 B
11/1/83
12/6, 7/(13
2/1/04
u-01-60, Drake Sanitation; 6/18/85 O ff'r Jackson
U-H-1-70, North Pole Trash Serv.;
U-bf»-2d , North Pole Trash Serv.
U-80-75, Mat-Su Borough 2/2-1/07 Comm'rs Agi, Guess 2
U-06-97, Juneau Sanitation 9/15/87 O ff'r Jackson 7
Corporation
U-07-21, C ft S Enterprises 5/23-24/08 O ff'r Jackson 11l
U-80-22, Alma Corporation 7/20/88 O ff'r Jackson 5
Coinin'rs Agi, Sokolov,
Whiteakcr
U-HH-22, Alma Corporation; 10/2-1/(18 O ff'r Jackson -]5 18
U-88--15, All-Alaska Enterprises; Coinin'rs Agi, Knowles,
u-88-56, Sutton Sanitation Sokolov
Subtotals 76 J:].2

APUC Hearings 1903-1988 - Page 1 of 2



Il. Hearings Pertaining to Hate Hattois.

U-85-36,
0-85-44,

Uu-87-58,

u-88-2,
uUu-88-3,

u-88-17,
u-88-39,
Uu-87-64,

Docket (:;)

Anchorage

Refuse;

Ragle River Refuse

Far North

Anchorage

Sanitation

Refuse;

Eagle River Refute

Interior
Interior
Interior

Services;
Services;
Services

Patels) of Hearing)

11/1/85
11/41/85

2/29/88

3/1/88
3/1-2/88

6/6/88

11/1/88

11/2/88

APUC Hearings 1983-1988 - Page 2 of 2

Off 1rs or Coinin'rs Present

o ff'r Jackson
o ff'r Jackson

O ff'r Jackson
ff'r Jackson
o ff'r Jackson

o

o ff'r Jackson
Conunlrs Agi, Knowles,
Sokolov

o ff'r Jackson

o ff'r Jackson

Subtotal:

Hon rs

28

01 1'r-Hours/t.'oiiunll-IR.au s

12

37





