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STATE OF ALASKA
1995 LEGISLATIVE SESSION

F IS C A L  N O T E No. I

nil! Version: S B  H I

i i )  1'ublisli Dale: "/j/95
: evision Date: 
“ :le: 'An Act .. establishing a regulatory cost charge
extending the Alaska Public Utilities Commission

Sccnsor; Senator Kelly_________________
requestor: __________________________

Department Affected: Commerce and Economic Development
BRU: Alaska Podic Utilities Commission______________
Component. _________________________________

COMPONENT SERIAL NO. 364

Expenditures/Revenues: (Thousands of Dollars)
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY 00 FY 01
PERSONAL SERVICES
’ RAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
.AND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

2,616.9 2.770.3 2,947.0 3,135.0 3.335.0 3,547.8
53.6 56.7 60.4 64.2 68.3 72.7

1,008.5 1,067.6 1,135.7 1,208.2 1,285.3 1,367.2
50.7 64.3 63.4 72.7 77.4 82.3
50.0 52.9 56.3 59.9 63.7 67.8

TOTAL OPERATING 3,789.7 4,011.8 4,267.7 4,540.0 4,829 7 5,137.8

CAPITAL EXPENDITURES

CHANGE IN REVENUES( )

FUND SOURCE housands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Cther

3,789.7 4,011.3 4,267.7 4,540.0 4,029.7 5,137.3

TOTAL 3,789.7' 4,011.8’ 4,267.7' 4,540.0'

7*̂aiOJcqTT 5,137.8'
Estimate of current year (FY 95) cost: S__
POSITIONS
FULL-TIME 42 43 43 44 45 46
PART-TIME
TEMPORARY

I ANALYSIS: (Attach a separate page if necessary.)
: 'Represents revenues from the regulatory cost charge manoated by Sections 1 and 3 ol HB 99.

This bill extends the life of the APUC until June 30.1999. and mandates the collection of lees from regulated utilities ar.d pipeline carrie's to cover 
Is lull authorized budget. Early passage is essential to keep public utilities and pipeline regulation on track. Otherwise, the APUC will shut down 
June 30,1S95. This reflects the operating budget request for the Commission in FY 96. In addition, the contractual line includes S50.7 lor 
ncreased RSA with the Department of Law to handle legal analysis and increased litigation concerning the new powers and duties language in 
Section 1 of the bill.

Prepared by: Robert A. Lohr, Executive Director________________________Phone. 276-6222_______
C vision: Alaska Public Utilities Commission /Pr— r \ ( Date: 1.27/95

i- 3 ^ fe u o T v > r  Dale: t i l  i f f T-oproved by Commissioner: William L. Henstev
-gency: Commerce and Economic Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICEFor further distribution information call the Governor's Legislative OfficeRev l0,'94/GB/dgl344(n.gb/012795a Page 1 ol _J_



F IS C A L  N O T E
l I Z o /<=)S

STATE OF ALASKA
1995 LEGISLATIVE SESSION

T H £ M  F I N  
BILL NO. SB 47

Revision Date:_____________________________________  Department Affected: Commerce and Economic Development
Title: "An Act. . .  establishing a regulatory cost charge ...________  r RU: Alaska Public Utilities Commission______________
extending the Alaska Public Utilities Commission '___________  Component:_________________________

Sponsor: Senator Kelly_______________________________
Requestor: ________________________________________  COMPONENT SERIAL NO. _364___________

Expenditures/Revenues: (Thousands of Dollars)
OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY 00 FY 01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

2,616.9 2,770.3 2,947.0 3,135.0 3,335.0 3,547.8
53.6 56.7 60.4 64.2 68.3 72.7

1.008.5 1,067.6 1,135.7 1,208.2 1,285.3 1,367.2
60.7 64.3 68.4 72.7 77.4 82.3
50.0 52.9 56.3 59.9 63.7 67.8

TOTAL OPERATING 3,789.7 4,011.8 4,267.7 4,540.0 4,829.7 5,137.8

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE housands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other

3,789.7 4,011.8 4,267.7 4,540.0 4,829.7 5,137.8

TOTAL 3,789.7' 4,011.8' 4,267.7' 4,540.0’ 4,829.7’ 5,137.8'

0 0

X

- j

Estimate of current year (FY 95) cost: $ 
POSITIONS
FULL-TIME 42 43 43 44 45 46
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)
’Represents revenues from the regulatory cost charge mandated by Sections 1 and 3 of HB 99.

This bill extends the life of the APUC until June 30,1999, and mandates the collection of fees from regulated utilities and pipeline carriers to cover 
its full authorized budget. Early passage is essential to keep public utilities and pipeline regulation on track. Otherwise, the APUC will shut down 
June 30,1995. This reflects the operating budget request for the Commission in FY 96. In addition, the contractual line includes S60.7 for 
increased RSA with the Department of Law to handle legal analysis and increased litigation concerning tf*o new powers and duties language in 
Section 1 of the bill.

Prepared by: Robert A. Lohr. Executive Director____________________  Phone: 276-6222
Division: Alaska Public Utilities Commission /P)-----> H h Date: 1/27/95 _______________________
Approved by Commissioner: William L. Hensley Date: M Z l H S
Agency: Commerce and Economic Development \

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICEFor further distnbulion information call the Governor's Legislative OfficeRev 10/94/GE3/dgl344fn.gb/012795a Page 1 ol_1_



FISCAL NOTE No. £

R e v i s i o n  D a t e :  _____________________________________________

T i t l e :  " A n  A c t  r e l a t i n g  t o  t h e  e x t e n t  t o  w h i c h  t h e  

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  . . .  e f f e c t i v e  d a t e . "

S p o n s o r :  S e n a t o r  K e l l y _____________________________________

R e q u e s t o r :  ___________________________________________________

E X P E N D I T U R E S / R E V E N U E S :

STATE OF ALASKA
1995 LEGISLATIVE SESSION

bill Version: 5 B  V7
(Si Publish Pz:g: -2/3/a'5

D e p a r t m e n t  A f f e c t e d :  A d m i n i s t r a t i o n ________________

B R U :  F i n a n c e ______________________________________________

C o m p o n e n t :  F i n a n c e _____________________________________

C O M P O N E N T  S E R I A L  N O .  J59_________________________

( T h o u s a n d s  o f  D o l l a r s )

O P E R A T I N G F Y  9 6 F Y  9 7 F Y  9 8 F Y  99 F Y  0 0 F Y  01

P E R S O N A L  S E R V I C E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T R A V E L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C O N T R A C T U A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

S U P P L I E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E Q U I P M E N T 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

L A N D  &  S T R U C T U R E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

G R A N T S ,  C L A I M S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

M I S C E L L A N E O U S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T O T A L  O P E R A T I N G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

CA P ITA L  EX PEN D ITUR ES 0 .0 0 .0 0 .0 0 .0

oooo

C H A N G E  IN R EV ENUES 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

F U N D I N G  S O U R C E : ( T h o u s a n d s  o f D o l l a r s )

1 0 0 2  F e d e r a l  R e c e i p t s 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 3  G F  M a t c h 0 .0 0 . 0 0 .0 0 .0 0 .0 0 .0

1 0 0 4  G F 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 5  G F / P r o g r a m 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 6  G F / M H T I A 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

O T H E R 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T O T A L O . L 0 .0 0 . 0 0 .0 0 .0 0 .0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  ( F Y  95 )  c o s t :  $ 0 .0  

P O S I T I O N S :

F U L L - T IM E 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

P A R T - T I M E 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T E M P O R A R Y 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

A N A L Y S I S :  ( A t t a c h  a  s e p a r a t e  p a g e  i f  n e c e s s a r y . )  
N o  i m p a c t  o n  t h e  D i v i s i o n  o f  F i n a n c e .

P r e p a r e d  b y :  D o n  W a n i e  ' _______________________________________ P h o n e :  4 6 5 - 2 2 4 0
D i v i s i o n :  F i n a n c e _______________________________________ D a t e :  _______________________________________

A p p r o v e d  b y  C o m m i s s i o n e r :  M a r k  B o y e r
A g e n c y :  D e p a r t m e n t  o f  A d m i n i s t r a t i o n ___________________________________ D a t e

R e v  10/94 P a g e ___ 1__ o f __ 1_
oor/UGisLAr/stiwrrj

PREPARER 10 PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office



FISCAL NOTE

2 - / 3 / ^  ^

( $ )  L ^ c ,  f=M

R e v i s i o n  D a t e :  _____________________________________________

T i t l e :  " A n  A c t  r e l a t i n g  t o  t h e  e x t e n t  t o  w h i c h  t h e  

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  . . .  e f f e c t i v e  d a t e . "

S p o n s o r :  S e n a t o r  K e l l y _____________________________________

R equestor:______________________________________

STATE OF ALASKA
1995 LEGISLATIVE SESSION

B IL L  N O . SB 47

D e p a r t m e n t  A f f e c t e d :  A d m i n i s t r a t i o n

B R U :  F i n a n c e ______________________________

C o m p o n e n t :  F i n a n c e _____________________

C O M P O N E N T  S E R I A L  N O .  59

E X P E N D I T U R E S / R E V E N U E S :  ( T h o u s a n d s  o f  D o l l a r s )

O P E R A T I N G F Y  96 F Y  9 7 F Y  9 8 F Y  9 9 F Y  0 0 F Y  01

P E R S O N A L  S E R V I C E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T R A V E L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C O N T R A C T U A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

S U P P L I E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E Q U I P M E N T 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

L A N D  &  S T R U C T U R E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

G R A N T S ,  C L A I M S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

M I S C E L L A N E O U S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T O T A L  O P E R A T I N G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

CA P ITA L  EX P EN D IT U R E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C H A N G E  IN R EV EN U E S 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0
F U N D I N G  S O U R C E : ( T h o u s a n d s  o f D o l l a r s )

1 0 0 2  F e d e r a l  R e c e i p t s 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 3  G F  M a t c h 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 4  G F 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 5  G F / P r o g r a m 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

1 0 0 6  G F / M H T I A 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

O T H E R 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T O T A L 0 .0 0 .0 0 .0 0 .0 0 . 0 0 .0

E s t i m a t e  o f  a n y  c u r r e n t  y e a r  ( F Y  95) c o s t :  $ 0 .0

P O S I T I O N S :

F U L L - T I M E 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

P A R T - T I M E 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

T E M P O R A R Y 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

A N A L Y S I S :  ( A t t a c h  a  s e p a r a t e  p a g e  i f  n e c e s s a r y , )  
N o  i m p a c t  o n  t h e  D i v i s i o n  o f  F i n a n c e .

P r e p a r e d  b y :  D o n  W a n i e  ______________________________________ P h o n e :  4 6 5 - 2 2 4 0
D i v i s i o n :  F i n a n c e _________________________________________________________ D a t e :  ________________

A p p r o v e d  b y  C o m m i s s i o n e r :  M a r k  B o v e r
A g e n c y :  D e p a r t m e n t  o f  A d m i n i s t r a t i o n _____________ I____________________ D a t e

P R E P A R E r  T O  P R O V I D E  A L L  D I S T R I B U T I O N  C O P I E S  T O  G O V E R N O R ’ S  L E G I S L A T I V E  O F F I C E  
F o r  f u r t h e r  d i s t r i b u t i o n  i n f o r m a t i o n  c a l l  t h e  G o v e r n o r ' s  L e g i s l a t i v e  O f f i c e  

R e v  10/94  P a g e  1 o f ____1_
DOF/IEGISIAT/SP47 FN



STATE OF ALASKA
1995 LEGISLATIVE SESSION FISCAL NOTE BILL No.. '-il£ q~f

Revision Dote: February 1.1995_________________________ Dept. Affected: Revenue______________________
Title: APUC Extension & Regulatory C ost Charge BRU: Audit Ccerc iions________________

_______________________________________ Component: Income and  Excise Audit__________
Sponsor: Senator Kelly_____________________________ ________________________________
Requestor: Labor & C o m m e r c e ____________________ COMPONENT SERIAL NO . 1 ’.3

Expenditures/Revenues:________________________________(Thousands of Dollars)
OPERATING FY 96 FY 97 FY 98 FY 99 FY 00 FY01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL !
REVENUE FUND SOURCE:

FUNDING:___________________________________________ (Thousands of Dollars)
11002 Federci Receipts 
1C03 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other 1
■ TOTAL Od0d

0.0 0.0 0.0 0.0

POSITIONS:
{full-time
PART-TIME
TEMPORARY

Estimate of current (FY95) impact $  50,00

ANALYSIS: (A t ta cn  a  s e p a r a t e  p a g e  il n e c e s s a r y )

(Se9 Attached Analysis)

Prepared bv: Robert N. Bartholomew,. Deputy Cirecror Phone: 465-2320
Division: Income a nd  Excise Audit K \ ( ' / I ' ) ! y Date: 2/1/95
Approved by Commissioner: \  J j  A \ Date: 2/1/95

— ✓ ’ ' —■
Agency: Department of Revenue

PREPAPER TO PROVIDE ALL DISTRIBUTION CCP'ES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information cell the Governor's Legislative Office

Page 1 of 2



Fiscal Note Analysis Continued

STATE OF ALASKA FISCAL MOTE SILL ho,.1995 LEGISLATIVE SESSION - -

SB  47 ( L & C )

A k U C  E x t e n s i o n  &  R e g u l a t o r y  C o s t  C h a r g e  

F e b r u a r y  1, 1995 

P a g e  2 o f  2

Bill Analysis (Analysis for sections impacting the Department of Revenue only)

S e c t i o n  1, 3, 4, 5, 6, 7, 8, 9, 11, 12, 13, 14, 15 a n d  16 - N o  i m p a c t .

S e c t i o n s  2 a n d  10 r e i n s t i t u t e  t h e  r e g u l a t o r y  c o s t  c h a r g e s  ( R C C )  a n d  s e t s  t h e  m a x i m u m  r a t e  p a i d  

b y  r e g u l a t e d  p u b l i c  u t i l i t i e s  a n d  p i p e l i n e  c a r r i e r s  t o  t h e  A P U C  a t  . 8 %  o f  g r o s s  r e v e n u e s ,  a s  a d j u s t e d ,  

f r o m  o p e r a t i o n s  i n  t h e  s t a t e .  T h e  l a n g u a g e  o f  t h e  b i l l  is v e r y  s i m i l l a r  t o  s t a t u t o r y  p r o v i s i o n s  t h a t  w e r e  

p r e v i o u s l y  i n  e f f e c t  b u t  " s u n s e f t e d "  D e c e m b e r  31 , 1994. P a r a g r a p h  ( e )  a p p o i n t s  A P U C  t o  

a d m i n i s t e r  t h e  R C C ,  D e p a r t m e n t  o f  R e v e n u e  t o  c o l l e c t  t h e  c h a r g e  a n d  D e p a r t m e n t  o f  A d m i n s t r a t i o n  

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

a p p r o p r i a t e  a n  a m o u n t  e q u a l  t o  t h e  l a p s e  t o  A P U C  t o  r e d u c e  f u t u r e  R C C  c h a r g e s .

P c r a g r a p h  ( g )  a u t h o r i z e s  A P U C  a n d  D e p a r t m e n t  o f  R e v e n u e  f o  a d o p t  r e g u l a t i o n s  t o  a d m i n i s t e r  t h i s  
s e c T i o n .

if
Operating Costs

D e p a r t m e n t  o f  R e v e n u e  is c u r r e n t l y  c h a r g e d  w i t h  c o l l e c t i n g  a n d  a c c c  u n t i n g  f o r  R C C s .  T h e  R C C s  w e r e  

p a i d  q u a r t e r l y  i n  F Y 9 4  a n d  a n n u a l l y  i n  F Y 9 5  b y  a p p r o x i m a t e l y  100 p u b l  a  u t i l i t i e s  e n d  p i p e l i n e  c a r r i e r s .  

T h e  D e p a r t m e n t  d o e s  n o t  e n v i s i o n  t h a t  t h e  r e i n s t i t u t i o n  o f  R C C s  w i l l  h o v e  a n  i m p a c t  o n  i t s  o p e r a t i n g  
b u d g e t .

Revenue

A c c o r d i n g  t o  A P U C  o f f i c i a l s  r e v e n u e  d e r i v e d  f r o m  t h i s  s t a t u t e  w i l l  b e  a p p r o x i m a t e l y  t h e  s a m e  a s  w a s  

r o l l e c t e d  i n  F Y 9 5 .  T h i s  r e v e n u e  is u s e d  t o  f u n d  t h e  A P U C  o p e r a t i n g  b u d g e t  a n d  w i l l  n o t  g e n e r a t e  
a d d i t i o n a l  n e w  r e v e n u e s  t o  t h e  s t a t e .

Page 2 of 2



TEN FINANCE
Cvyiv.^nTEE J 9-LS0340\C.2 ^ D "C> /

Amendment Number: ±z Cramer
Bill Nnrrihar: 2/22/95 8  S  ^
Sponsor m > U - f  Date: M z r  J  '

10098(1 ln By'   A M K N D M F . N T
P . - S '

O F F E R E D  IN  T H E  S E N A T E  B Y  S E N A T O R  D O .  L E Y

T O :  SB  47

1 Page 1, l in e  1, through page 7, l in e  11:

2 D e le te  a l l  mater ia l and insert ""An A c t  e x te n d in g  the A laska  P u b l i c  U t i l i t ie s

3 C o m m is s io n ;  a n d  p r o v id in g  fo r a n  e f fe c t iv e  date .""

4 Page 7, l in e  12:

5 De le te "Sec. 12"

6 Insert "Sect ion 1"

7 Page 7, l in e  14:

8 D e le te  "1222"

9 In s e n  1296"

10 Page 7, l in es  15 - 25:

11 D e le te  a l l  mater ia l and in s e n  a new  b i l l  sect ion to read:

12 "* Sec . 2. T h is  A ct takes effect im m ed ia te ly  unde r AS  01.10.070(c)."



3 NATE FINANCE 
COMMITTEE ^  

Amendment Number:
Bill Number: j
Sponsor:'pb /M y'-
Logged In By:

9-LS034OV.. 1 
Cook 

2/22/95

A M E N D M E N T

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

T O :  SB  47

B Y  S E N A T O R  D O N L E Y

" ^ yy O O O O f d
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N O  l ’H: T h is  f iscal note is for in formationa l purposes on ly , as the A P U C  FY96 fund ing  
request w i l l  be addressed w ith in  the leg is lature's operating budget.
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LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

DIVISION OF LEGAL SERVICES

130 Seward Street. Suite -109 
Juneau, Alaska 99801-2105

M E M O R A N D U i M  January 30, 1995

S U B J E C T :  Sectional summary o f  SB 47
(A PUC  extension and other ut i l ity matters)

T O :  Senator T im  Ke l ly
Attn: Josh Fink

F R O M :  Teresa B. C r a m e r s ^ ^ Q ^ ,
Leg is la t ive Counse l

Y o u  have requested a sectional summary o f  the above-described bill. A s a pre l im inary matter, 
note that a^sectional summary o f  a bill should not be considered an authorita t ive interpretation 
o f  the bil l and the b il l itse lf is the best statement o f  its contents.

Sec . 1 permits the A laska Pub l ic  Uti l it ies Comm iss ion  (APUC) to exerc ise the powers 
expressly granted or reasonably imp l ied  by the chapter. T h e  section removes a requ irement 
that the powers o f  the A P U C  be liberally construed to accomp l ish the commiss ion's stated 
purpose.

Sec. 2 establishes a regulatory cost charge on utilities. Under subsection (a), regu lated pub l ic  
utilities pay an annual charge not to exceed .8 percent o f  in-state gross revenue and exempt 
p ub l ic  utilit ies pay the actual cost o f  services provided by the comm iss ion .

U nde r subsection (b), the comm iss ion adopts regulations to set the method for 
de te rm in ing  the annua l amount o f  the regu latory cost charge. Subsect ion (c) establishes 
special rules for uti l it ies sell ing services at wholesa le , loca l exchange te lephone uti l it ies, and 
e lectr ic utilities.

Subsection (d) directs the comm iss ion to allocate the total amount o f  the regu latory 
cost charge to be paid by electr ic uti l it ies by using an equal charge per k i lowatt hour.

Subsect ion  (e) directs the Department o f  R evenue to co l lect and enforce the 
regu la to ry  cost charge and the Department o f  Adm in istrat ion to ident ify h ow  much o f  the 
A PUC 's  operat ing  budget lapses into the general fund each year. Th is  w i l l  perm it the 
legislature, i f  it wishes, to appropriate that amount for the fo l low ing  year's budget so that the 
A P U C  can set a lower regulatory cost charge for the second year to reflect the surplus from 
the prev ious years' co l lect ion .



Subsection (0 requires the A P U C  to a l low  pub lic utilities to bil l their customers for 
the cost o f  the regulatory cost charge.

Subsection (g) allows the A PU C  and the Department o f  Revenue to adopt regulations,

Subsect ion (h) defines terms used in the section.

Sec. 3 directs the A P U C  to consider the amount that a utility pays as a regulatory cost charge 
w hen  a l locat ing the costs o f  a hearing.

See. 4 prov ides  that the subscribers o f  small e lectr ic and telephone uti lit ies can pet it ion to 
p lace the ut i l ity under A P U C  regulat ion by fo l low ing  the procedures set ou t in 
AS 42.05.712(h), w h ich  is amended by sec. 12 o f  the bill.

Sec. 5 permits electric and te lephone utilities that do not gross $500,000 annua lly to e lect to 
be exempt from regulation under AS 42.05.712. The current threshold is $325,000.

Sec. 6 permits utilities, other than electric and te lephone utilities, that do not gross $150,000 
annually to elect to be exempt from regulation under AS 42.05.712. T he  current threshold 
is $100,000.

Sec. 7 exempts garbage co llect ion utilit ies that gross $300,000 or less from rate regu lat ion 
unless the subscribers petit ion for regulat ion under AS 42.05.712(h), amended by sec. 12 o f  
the b i l l .  T h e  current threshold is $200,000. T he  section retains the right o f  subscribers 
represent ing  25 percent o f  the gross revenue o f  a ut i l ity to petit ion the A P U C  for rate 
regulation.

Sec. 8 prov ides that the subscribers o f  cable te lev is ion service utilit ies can pet it ion to p lace 
the ut i l ity  under A P U C  rate regulation under AS  42.05.712.

See. 9 perm its the subscribers o f  a ut i l ity  that is exempt from regu lat ion under 
AS  42.05.711(e), (i), or (k) to use the procedures o f  AS 42.05.712 in an e lection im pos ing  
regu lation.

Sec . 10 establishes a regulatory cost charge for p ipe l ine carriers. Under subsection (a), 
p ipeline carriers pay an annual charge not to exceed .8 percent o f  in-state gross revenue. A  
regulatory cost charge may not be assessed unless the p ipe l ine carrier operations are w ith in  
the ju r isd ic t ion  o f  the A PU C .

U nde r  subsection (b), the comm iss ion adopts regulations to set the method for 
determ in ing the annual amount o f  the regulatory cost charge.

S ubsec t io n  (c) directs the Department o f  Revenue to co llect and enforce the 
regu la to ry  cost charge and the Department o f  Adm in istrat ion to identity h ow  much o f  the

Senator Tim Kelly
January 30, 1995
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APUC 's  opera t ing  budget lapses into the general fund each year. Th is  w i l l  perm it the 
legislature, i f  it wishes, to appropriate that amount for the fo l low ing  year's budget so that the 
A P U C  can set a lower regulatory cost charge for the second year to reflect the surplus from 
the prev ious years' co llect ion .

Subsection (d) a llows the A P U C  and the Department o f  Revenue to adopt regulat ions.

Subsect ion (e) defines "gross revenue" as used in this section.

See. 11 directs the A P U C  to cons ider the amount that a p ipe l ine carrier pays as a regu latory 
cost charge when a l locat ing the costs o f  a hearing.

Sec . 12 extends the sunset date for the Alaska Pub lic Ut i l it ies C omm iss io n  unti l June 30, 
1999.

S£C.l_13 adjusts the way in which the terms o f  members o f  the A P U C  are staggered to ensure 
that no more than one comm iss io n  member’s term expires each year.

Secs. 14 and 15 provide that the amendment, in sec. 1, concern ing  how  the APUC 's  powers 
are to be interpreted app lies on ly  to proceedings begun on  or after the effective date o f  sec.
1, w h ic h  is set in sec. 15 as July 1, 1996.

Sec. 16 states that, except for sec. 1, the A ct takes effect immediate ly.

Senator Tim Kelly
January 30, 1995
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S B  47: Relating to the A l a s k a  Public Utilities 

C o m m i s s i o n  a n d  the R e g u l a t o r y  C o s t  C h a r g e

C o n s e n s u s  Provisions f r o m  18th Legislature

S e n a t e  B i l l  4 7  ( S B  4 7 )  i s  t h e  r e - i n t r o d u c t i o n  o f  S B  2 1 3  f r o m  t h e  1 8 t h  L e g i s l a t u r e .  

T h i s  l e g i s l a t i o n  a c c o m p l i s h e s  t w o  p r i m a r y  o b j e c t i v e s :  1 )  I t  e x t e n d s  t h e  A l a s k a  

P u b l i c  U t i l i t i e s  C o m m i s s i o n  ( A P U C )  w h i c h  i s  c t u r e n t l y  w i n d i n g  d o w n  i n  i t s  

s u n s e t  y e a r ;  a n d  2 )  I t  r e - e n a c t s  t h e  R e g u l a t o r y  C o s t  C h a r g e  ( R C C )  w h i c h  

e x p i r e d  o n  D e c e m b e r  3 1 , 1 9 9 ^

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

t h e  l a s t  L e g i s l a t u r e  —  i n  f a c t ,  m o r e  t h a n  8  s u b s t a n t i v e  h e a r i n g s  i n  t h e  S e n a t e  

a l o n e .

G i v e n  t h e  u n k n o w n  b u t  p o t e n t i a l l y  s e r i o u s  r a m i f i c a t i o n s  o f  a l l o w i n g  t h e  A P U C  

t o  e x p i r e ,  t h i s  l e g i s l a t i o n  w a s  i n t r o d u c e d  a s  a  " c o n s e n s u s "  b i l l  i n  t h a t  a l l  

p r o v i s i o n s  c o n t a i n e d  w i t h i n  h a v e  b e e n  d e b a t e d  e x t e n s i v e l y  a n d  a r e  e i t h e r  

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

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

i d e n t i c a l  t o  t h e  f i n a l  v e r s i o n  t h a t  w o u l d  h a v e  r e a c h e d  t h e  H o u s e  f l o o r  l a s t  M a y  

1 0 t h  h a d  t h a t  b o d y  n o t  a d j o u r n e d  b e f o r e  i t  w a s  t a k e n  u p .  I t  i s  n o t  e x a c t l y  

i d e n t i c a l  b e c a u s e  t h e  R C C  h a s  e x p i r e d  a n d  s o  r a t h e r  t h a n  r e p e a l i n g  i t s  s u n s e t ,  

t h e  e n t i r e  R C C  w a s  r e - e n a c t e d .

A n o t h e r  b i l l  h a s  b e e n  i n t r o d u c e d  b y  t h e  S e n a t e  L a b o r  &  C o m m e r c e  C o m m i t t e e  

t h a t  w i l l  i n c o r p o r a t e  f o r  t h e  c o m m i t t e e ' s  c o n s i d e r a t i o n  f u r t h e r  a m e n d m e n t s  

a f f e c t i n g  t h e  A P U C  a n c h o r  R C C .

S E C T I O N A L  A N A L Y S I S

S e c t i o n  1 :  R e p l a c e s  l a n g u a g e  g r a n t i n g  t h e  c o m m i s s i o n  p o w e r s  w h i c h  s h a l l

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

n e c e s s a r y  o r  p r o p e r  t o  c a r r y  o u t  t h e  p u r p o s e s  a n d  e x e r c i s e  t h e  p o w e r s  e x p r e s s l y  

g r a n t e d  o r  r e a s o n a b l y  i m p l i e d " .



H

T h is  c o m p r o m is e  w a s  r e a c h e d  la s t  y e a r  i n  t h e  S e n a te  F in a n c e  C o m m i t t e e .  S o m e  

u t i l i t i e s ,  n a m e ly  e le c t r ic s ,  f e l t  t h is  g r a n t  o f  p o w e r  w a s  t o o  b r o a d ,  a n d  i n  q u e s t io n s  

w h e r e  th e  c o m m is s io n  d i d  n o t  h a v e  e x p r e s s  a u t h o r i t y  t o  a c t ,  t h e  le g i s l a t u r e  s h o u ld  

m a k e  s u c h  p o l i c y  c a l ls .  O t h e r s ,  b e s id e s  t h e  A P U C  i t s e l f ,  f e l t  t h i s  p r o v i s i o n  w a s  

n e c e s s a r y  f o r  t h e  e f f i c i e n t  a n d  o r d e r l y  f u n c t i o n i n g  o f  t h e  c o m m is s io n  i n  t h e  

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

w a s  a c c e p ta b le  t o  a l l  p a r t i e s  c o n c e r n e d .

S e c tio n s  2 ,3 ,10  a n d  11: R e-enact th e  R C C  fo r  u t i l i t ie s  a n d  p ip e l in e s  w i th o u t
th e  su n s e t.  T h is  la n g u a g e  is  id e n tic a l  to  th e  fo rm e r  la w  w i th  th e  fo l lo w in g  
e x c ep tio n s :

T h e re  a re  n o  s u n s e t  p ro v is io n s  fo r  th e  r e g u la to ry  co s t ch a rg e s .

T h is  p r o v i s i o n  w a s  p r o p o s e d  b y  th e  a u d i t o r  a n d  s u p p o r t e d  b y  th e  A P U C .  B o t h  

a s s e r t  t h e  C o m m is s io n 's  s u n s e t  r e v i e w  is  a d e q u a te  t o  a d d r e s s  a n y  is s u e s  t h a t  

a r is e  w i t h  t h ^  R e g u la t o r y  C o s t  C h a r g e .

P ag e  3, l in e s  11-13:

A d ju s ts  th e  a llo c a tio n  o f  th e  R e g u l o ry  C o s t C h a rg e  fo r  e le c tr ic  u t i l i t ie s  b y  
s u b t r a c t in g  th e  co s t o f  p o w e r  f ro m  th e re  g ro s s  re v e n u e s .

T h e  a u d i t o r  r e c o m m e n d e d  t h e  A P U C  p e r i o d i c a l l y  a d ju s t  t h e  R C C  a l l o c a t i o n  a m o n g  

u t i l i t y  t y p e s  t o  r e f le c t  w o r k l o a d  o n  a n  i n d u s t r y  b y  i n d u s t r y  b a s is  u t i l i z i n g  a  t im e ­

k e e p in g  s y s te m .  H o w e v e r ,  t h e  c o m m is s io n  a r g u e d  s u c h  a  c h a n g e  w o u l d  b e  

c o m p l i c a t e d  a n d  r e q u i r e  m o r e  s t a f f .  A R E C A  p r o p o s e d  t h i s  " r o u g h  c u t "  j u s t i c e  a s  a 

s i m p l i f i e d  a n d  m o r e  e c o n o m ic a l  w a y  t o  a c h ie v e  t h e  a u d i t o r ' s  r e c o m m e n d a t io n .

P ag e  2 , l in e  27; 
a n d  P a g e  6, l in e  4:

In c re a s e s  th e  re g u la to ry  co s t ch a rg e  c e ilin g  fo r  p u b l ic  u t i l i t ie s  a n d  p ip e l in e  
c a r r ie r s  f ro m  .61 p e rc e n t  to  .8 p e r c e n t

T h is  c h a n g e  w a s  n e c e s s i t a t e d  w h e n  c o s t  o f  p o w e r  w a s  s u b t r a c t e d  f r o m  e le c t r i c  

u t i l i t i e s  g r o s s  r e v e n u e s  b e f o r e  a p p l i c a t i o n  o f  th e  R C C .  T h e  R C C  r a t e  w o u l d  

n e e d  t o  b e  in c r e a s e d  r o u g h l y  3 0  p e r c e n t  t o  m a in t a i n  t h e  s a m e  a m o u n t  o f  r e v e n u e  

f o r  t h e  c o m m is s io n s  o p e r a t i n g  c o s ts .  ( R e m e m b e r ,  th e  R C C  is  a  d i r e c t  p a s s  

t h r o u g h  o n  o u r  u t i l i t y  b i l l s ,  a n d  is  i t e m iz e d  a s  th e  R C C ) .

Provisions of SB 47
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P a g e  3, l in e s  20-24; 
a n d  P a g e  6, l in e s  15-19:

R e q u i r e s  th e  D e p t  o f  A d m in is t r a t io n  to  e a rm a rk  r e g u la to ry  c o s t  c h a rg e s  o v e r ­
c o lle c te d  fo r  p o s s ib le  a p p ro p r ia t io n  b y  th e  L e g is la tu re  f o r  th e  c o m m is s io n 's  n e x t 
f is c a l y e a r.

C u r r e n t l y ,  b y  t h e  t im e  4 t h  q u a r t e r  R e g u la t o r y  C o s t  C h a r g e s  c h a r g e s  a r r i v e  i n  

J u ly ,  t h e  n e w  f i s c a l  y e a r  h a s  s t a r t e d .  I f  t h e  A P U C  h a s  o v e r - c o l l e c t e d ,  a n d  t h e y  

w o n ' t  k n o w  u n t i l  t h e  4 t h  q u a r t e r  r e c e ip t s  a r r i v e ,  t h e  m o n e y  la p s e s  i n t o  t h e  

g e n e r a l  f u n d .  T h is  s e c t io n  w o u l d  a l l o w  t h o s e  o v e r - c o l l e c t e d  f u n d s  t o  b e  

a p p r o p r i a t e d  b a c k  t o  t h e  A P U C  t h u s  r e d u c i n g  t h e  n e x t  y e a r 's  R C C .

S e c tio n s  4.8 a n d  9: P ro v id e s  th a t s u b s c r ib e rs  o f  sm a ll u t i l i t i e s  o r  u t i l i t ie s
o th e rw is e  e x em p t f ro m  re g u la t io n  can  p e t i t io n  fo r  a n  e le c tio n  to  p la c e  th e  u t i l i ty  
u n d e r  r e g u la t io n  u n d e r  th e  sam e  p ro c e d u re s  th e  s u b s c r ib e r s  o f  a  r e g u la te d  u t i l i ty  
c an  p e t i t io n  f6 r a n  e le c tio n  to  rem o v e  th e  u t i l i t y  f ro m  r e g u la t io n .

T h is  p r o v i s i o n  w a s  r e c o m m e n d e d  b y  th e  a u d i t o r  a n d  s u p p o r t e d  b y  t h e  

c o m m is s io n .  U n d e r  c u r r e n t  s t a t u t e ,  10  p e r c e n t  o f  t h e  f i r s t  5 ,0 0 0  s u b s c r ib e r s  o f  a  

r e g u la t e d  u t i l i t y  a n d  3  p e r c e n t  o f  t h e  r e m a in i n g  s u b s c r ib e r s  m a y  p e t i t i o n  f o r  a n  

e le c t io n  t o  r e m o v e  a  u t i l i t y  w i t h i n  c e r t a in  r e v e n u e  p a r a m e t e r s  f r o m  r e g u l a t i o n .  

H o w e v e r ,  f o r  s u b s c r ib e r s  t o  p e t i t i o n  f o r  a n  e le c t io n  t o  p la c e  a n  u n r e g u la t e d  

u t i l i t y  u n d e r  r e g u la t i o n  t h e y  m u s t  g a t h e r  t h e  s ig n a t u r e s  o f  2 5 %  o f  t h e  

s u b s c r ib e r s .  T h e  a u d i t o r  r e c o m m e n d e d  th e  p r o c e d u r e s  f o r  s u b s c r ib e r s  t o  o p t - i n  

o r  o p t - o u t  o f  e c o n o m ic  r e g u la t i o n  s h o u ld  b e  e a s ie r .  T h e s e  s e c t io n s  p r o v i d e  t h a t  

o p t - i n  a n d  o p t - o u t  p r o c e d u r e s  a re  id e n t i c a l .

S e c tio n s  5.6. a n d  7: G iv e s  m o re  c o n su m e rs  th e  o p t io n  to  d e r e g u la te  b y
r a is in g  m a x im u m  a m o u n t  o f  g ro s s  re v e n u e s  a u t i l i ty  m a y  re c e iv e  u n d e r  w h ic h  
th e  c o n s u m e rs  m ay  e le c t fo r  d e re g u la tio n .

C u r r e n t l y ,  e le c t r i c  a n d  t e le p h o n e  u t i l i t i e s  t h a t  d o  n o t  g r o s s  $ 3 2 5 ,0 0 0  a n n u a l l y  

m a y  e le c t  t o  b e  e x e m p t  f r o m  r e g u la t io n .  S e c t io n  5  in c r e a s e s  t h a t  a m o u n t  t o  

$ 5 0 ^0 ,0 0 0 . F o r  o t h e r  u t i l i t i e s  th e  c u t - o f f  w a s  r a i s e d  f r o m  $ 1 0 0 ,0 0 0  t o  $ 1 5 0 ,0 0 0 ,  

e x c e p t  f o r  g a r b a g e  c o l l e c t i o n  u t i l i t i e s  th e  a m o u n t  w a s  r a i s e d  f r o m  $ 2 0 0 ,0 0 0  t o  

$ 3 0 0 ,0 0 0 .

T h e s e  p r o v i s i o n s  w e r e  r e c o m m e n d e d  b y  th e  a u d i t o r  a n d  s u p p o r t e d  b y  t h e  

c o m m is s io n .  T h e y  in c r e a s e  th e  c o n s u m e r s  o p t i o n s  t o  d e r e g u la t e .

Provisions of SB 47
Page 3



S e c t io n  1 2 : E x te n d s  t h e  s u n s e t  d a te  o f  t h e  A P U C  to  J u n e  3 0 ,1 9 9 9 .

S e c t io n  1 3 ; S ta g g e r s  t h e  t e r m s  o f  t h e  m e m b e r s  o f  t h e  c o m m is s io n .

C u r r e n t l y ,  t h e  t e r m s  o f  th e  c o n s u m e r  s e a t  a n d  t h e  e n g in e e r i n g  s e a t  e x p i r e  a t  t h e  

s a m e  t im e .  T h is  p r o v i s i o n  w o u l d  s t a g g e r  th e  t e r m s ,  t h o u g h  i t  w o u l d  n o t  a f f e c t  

th e  t e r m s  o f  a n y  o f  t h e  c u r r e n t  c o m m is s io n e r s .

S e c t io n  1 4  a n d  1 5 ; P r o v id e s  t h a t  t h e  c h a n g e  i n  t h e

c o m m is s io n 's  p o w e r s  a s  a m e n d e d  i n  s e c t io n  1  a p p l y  o n l y  t o  p r o c e e d in g s  b e g u n  

o n  o r  a f t e r  t h e  e f f e c t i v e  d a te  o f  s e c t io n  1 , w h i c h  i s  s e t  i n  s e c t io n  1 5  a s  J u l y  1 ,1 9 9 6 .

S e c t io n  1 6 : E x c e p t  f o r  s e c t io n  1 , t h e  A c t  h a s  a n  im m e d ia t e  e f f e c t i v e  d a te .

Provisions cf SB 47
Page 4
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A l a s k a  S t a t e  L e g i s l a t u r e

S enato r T im  K e lly , C ha ir
Senator Jonn Torgerson, Vice Cha.r 
Senator Mike Miller 
Senator Jim Duncan 
Senator Judy Salo

SENATE LABOR AND COMMERCE 
COMMITTEE

STATE CAPITOL, SUITE 101 
JUNEAU, ALASKA 99801-1182 
PHONE: (907) 465-3822 
FAX: (907) 465-3756

716 W. 4TH, SUITE 400 
ANCHORAGE. AK 99501-2133 
PHONE: (907) 258-8180 
FAX: (907) 253-4524

M E M O R A N D U M

T O :  S e n a t o r  R i c k  H a l f o r d ,  C o - C h a i r

S e n a t o r  S t e v e  F r a n k ,  C o - C h a i r  

S e n a te  F i n a n c e  C o m m i t t e e

F R O M :  S e n a t o r  T i m  K e l l y ,  C o - C h a i r

S e n a te  L a b o r  &  C o m m e r c e  C o m m i t t e e

D A T E :  F e b r u a r y  1 ,  1 9 9 5

R E :  ‘'S c h e d u l i n g  o f  S B  4 7  -  R e l a t i n g  t o  t h e  A la s k a  P u b l i c

U t i l i t i e s  C o m m i s s i o n  a n d  R e g u l a t o r y  C o s t  C h a r g e

I  r e s p e c t f u l l y  r e q u e s t  y o u  s c h e d u le  S B  4 7 ,  R e l a t i n g  to  th e  

A . P . U . C .  a n d  R . C . C . ,  p e n d in g  r e f e r r a l .

T h i s  b i l l  i s  s c h e d u le d  b e f o r e  t h e  L a b o r  &  C o m m e r c e  t h i s  T h u r s d a y  

a t  1 : 3 0  p . m .  I t  i s  m y  i n t e n t i o n  t o  m o v e  t h e  b i l l  o u t  a t  t h a t  

m e e t i n g ,  a n d  i t  w i l l  b e  r e f e r r e d  t o  t h e  F in a n c e  C o m m i t t e e  o n  

F r i d a y .

A s  y o u  k n o w ,  t h e  A P U C  is  c u r r e n t l y  i n  i t s  s u n s e t  y e a r .  I f  th e  

L e g is b - r  a r e  d o e s  n o t  t a k e  a c t i o n  s o o n  t o  e x t e n d  t h i s  r e g u l a t o r y  

c o m m is s i o n ,  i t  m u s t  s t o p  t a k i n g  r a t e  c a s e s  a n d  o t h e r  a c t i o n  t h a t ,  

b y  s t a t u t e ,  o f t e n  r e q u i r e  f r o m  9 0  d a y s  t o  s i x  m o n t h s .  I n  

a d d i t i o n ,  t h e  c o m m is s i o n  w i l l  h a v e  t o  b e g in  i n f o r m i n g  s t a f f  t h e y  

w i l l  b e  t e r m i n a t e d  J u n e  3 0 t h .

I  h a v e  n o t  f o u n d  a n y  c o n c e r n e d  p a r t y  s u p p o r t i n g  th e  A . P . U . C . ' s  

s u n s e t .  I n  f a c t ,  I ' v e  h e a r d  j u s t  t h e  o p p o s i t e :  t h e  A . P . U . C .  n e e d s  to  

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

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



M e m o -  S B  4 7  

F e b r u a r y  1 , 1 9 9 5  

P a g e  2

S o  y o u  k n o w ,  I  a m  w o r k i n g  i n  c o n c e r t  w i t h  t h e  H o u s e  t o  e n s u r e  

e a r l y  p a s s a g e  o f  t h i s  l e g i s l a t i o n .  I n  a d d i t i o n ,  th e  L a b o r  &  

C o m m e r c e  C o m m i t t e e  h a s  i n t r o d u c e d  a n o t h e r  A . P . U . C .  b i l l  t h a t  

w i l l  e n c o m p a s s  s u g g e s t e d  a m e n d m e n t s  f o r  t h e  S e n a te 's  

c o n s id e r a t i o n .  I  h a v e  d o n e  t h i s  i n  o r d e r  t o  a v o i d  d e la y s  r e s u l t i n g  

f r o m  p o t e n t i a l l y  c o n t e n t i o u s  a m e n d m e n t s  w i t h  t h e  " c o n s e n s u s "  

b i l l  c u r r e n t l y  m o v i n g  t h r o u g h .

A t t a c h e d  p le a s e  f i n d  m y  s t a f f s  a n a ly s i s  o f  th e  b i l l  a s  w e l l  a s  a  

s e c t i o n a l  a n a ly s is  f r o m  L e g i s l a t i v e  L e g a l .  I f  y o u  h a v e  a n y  

q u e s t io n s ,  p le a s e  c o n t a c t  m y s e l f  o r  s t a f f ,  J o s h  F i n k .
t

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .



M E M O R A N D U M STATE OF ALASKA
Office of the G overnor

T o :  All Departments

From: Annalee McConne
Director
Office o f Management and J5<jdget

Pat Pourchot > \
Legislative Liaison,
O ffice o f the Governor

Date: January 2 0 ,  1 9 9 5

File N o : 95 f isno .m em /lb

S u b je c t :  Revi :ed 1 9 9 5  Fiscal
Note Detailed 
Instructions

This Administration is committed to up-f:on t, responsib le budgeting. Thorough, accurate 
fiscal notes are an important aspect o f that comm itment and our cooperative re'ationship 
with the Legislature. We appreciate your assistance in doing this job well.

Each year §tate departments are asked to provide detailed in formation regarding the fiscal 
implications o f proposed legislation. As in the past , the fiscal note will be used to 
accomplish this task as prescribed in AS 2 4 . 0 8 . 0 3 5  (a ttached). To provide the 
Legislature, the Governor's Legislative Office and OMB's Division o f Budget Review (DBR) 
with timely and objective fiscal data , please fo l low  these  instructions when completing and 
processing fiscal notes.

For legislation proposed to be submitted at the request o f the Governor, departments are 
required to comp le te  a fiscal note form  accompanied by a fiscal analysis. Fiscal notes and 
analysis should be submitted to the Governor's Legislative O ffice by the due date on your 
legislative review sheets befo re final approval o f the d ra ft  legislation. D ra ft legislation will 
not be finalized fo r  introduction until appropriate fisca l in formation is submitted to the 
legislative o ff ice  and reviewed and approved by DBR.

Reminders

A t  the  r e q u e s t o f  the Criminal J u s tic e  W orking G roup, fisc a l n o te s  for leg isla tion  im pacting  
Group p ro g ra m s will be r e v ie w e d  b y  DBR b e fo re  d istribu tion  to  leg isla tive  c o m m itte e s .  
Fiscal n o te s  are still to be  d e livered  to th e  G o vern o r 's  L eg isla tive  O ffice , w h o  will then  
fo rw a rd  th em  to DBF for r e v ie w  to b e  c o m p le te d  w ith in  2 4  hours. I f  no  c h a n g e s  are 
required, the  fis c a l n o te s  w ill th en  b e  delivered  to  th e  leg isla tive  c o m m itte e .



All Agencies 1995 Fiscal Note Instructions

"R evenue" - Specifying Fund Source Code
Revenue generated as a resu lt o f legislation will continue to be re f lec ted  under "Revenue." 
In addition, please specify the revenue's fund source and its code as assigned by DBR. If 
no funding source code is available, simply s ta .e  the name of the sou rce . A fund source 
code will be assigned if the legislation is enacted.

Sunse t Legislation
P lease remember that fiscal notes extending an entity under sunset rev iew  should display 
the on-going costs o f operations and any associated revenue generated by passage o f  the 
sunset legislation. These types of- fiscal notes should be foo tnoted to indicate that the 
expenditures are contained in the proposed operating budget and th a t  the revenues are 
re f lected in revenue pro jections.

Component Serial Numbers
The Legislature will again be entering fiscal in formation into BASIS this year . To facilitate 
data entry , agencies are required to enter the componen t serial number on each fiscal note 
prepared. This applies to all legislative fiscal notes prepared by a depa rtm en t throughout 
the sess ion . A listing o f componen t serial numbers, by serial number and component 
name, will be provided after FY 9 6  budget w ork  is completed by DBR.

GENERAL INFORMATION

Requests ffcr Fiscal Notes
A laska S ta tu te  2 4 . 0 8 . 0 3 5  provides that before a bill or resolution, excep t an appropriation 
bill, is reported from the comm ittee o f first referra l, a fiscal note m ust be attached .

The fisca l note will normally be requested by phone by various com m ittees  o f the 
Legislature. (Copies o f all introduced legislation are available from  the Docum en ts  Room 
on the ground floor o f the Capitol building, and fiscal note fo rm s will be sent to each 
departm ent's  Legislative Liaison. Additional fo rm s are available from  DBR and the 
G ove rno r's  Legislative O ffice upon request. DBR will p rov ide  the  fisc a l n o te  fo rm  in Excel 
4 .0  or 5 .0  fo rm a t upon req u es t.)

P ro m p t su b m is s io n  o f  fisc a l n o te s  is e ssen tia l. Unless otherwise requested , the time for 
de livery o f a fiscal note to the legislative comm ittee is not more than five days fo llowing 
the request. Requests made a fte r the 9 0 th  legislative day or during a special session 
require de livery o f the fiscal note within tw o days. The Governor's  Legislative Office 
should rece ive fiscal notes for distribution with at least a one-day lead time befo re the 
requeste r 's  due date. Criminal J u s tic e  W orking  Group fisca l n o te s  sh o u ld  h a v e  a tw o -d a y  
lea d  tim e. The Legislative O ffice is responsib le for the distribution of the departments' 
fiscal no tes  to the Legislature and DBR.

1 Bill No. - The fiscal note should spec ify  the version o f the bill/resolution for which 
the fiscal note is prepared (i.e., comm ittee substitute). It is very important to use 
the correc t version o f the bill to which the fiscal note applies.

2  Revision Date - Fill this in if preparing a revised fiscal note . Revised date should 
m atch  the revised "prepared by" date .

2
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Cooperative 
Association. Inc.

Sen. Tim Kelly
716 W. 4th Ave., Suite 400
Anchorage, AK 99501-2133

Dear Sen. Kelly:

[ am pleased to know that you plan to schedule consideration of APUC Sunset Review for 
early September. Our association has three priority issues we would like for your 
committee to consider in this review. One of these issues is also raised by the Audit 
Report.

*
.APUC Powers Liberally Construed

For many years, the .APUC has tended to expand the authority it exercises, and the courts 
have permitted this expansion to take place. The reason for this is the provision in AS 
42.05.141(a)(1) that directs that "the powers of the commission shall be liberally 
construed ..."  This can work either to the advantage or disadvantage of the regulated 
utility, but in either case, we do not think it is appropriate. We have long believed that a 
more appropriate directive wouid be that "the powers of the commission shall be those 
specifically conferred by the legislature or necessarily implied from those specific grants of 
authority."

We have long believed that this power to define the role of the commission shouli rest 
with the legislature rather than the commission itself, but this issue now takes on . uich 
more critical importance. Now that the commission is funded primarily by a variable tax it 
imposes on the utilities cailed the "regulatory cost charge," the commission potentially has 
the resources to fund whatever level of regulation it wishes to develop. No agency of 
state government should have that land of power.

Enclosed is a letter from Roger Kemppel. our attorney, which details a few recent 
examples in which the commission and the courts relied on the "liberally construed" 
language to expand their authority.

We ask that this section be amended so that the legislature reclaims its appropriate 
authority over the commission.

O rJ  ' - U b i M l y  _ ( i _ c n 0 N .
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Negotiated Rulemaking

Negotiated rulemaking is authorized at the federal level, and it is being used there with 
increasing frequency. Without any special authorization, the .Alaska Department of 
Environmental Conservation has also used this technique quite effectively. We think this 
approach to rulemaking has considerable merit at the APUC as well. The problem in 
implementing that approach at the commission without legislative directive is that it would 
violate existing rules of procedure at the commission which presume adversarial 
proceedings.

The federal energy legislation of 1992 contained a requirement that state regulatory bodies 
consider implementing "integrated resource planning." Negotiated rulemaking could be 
particularly useful in complying with that requirement.

Regulatory Cost Charge

This association objects to the whole idea of this special tax on utilities. We think that 
operations of the APUC should be paid for from unrestricted general revenue funds. 
However, if one assumes that the RCC wiil stay in place in some form, our concern is the 
same as that of the auditor: There has to be some way to make the allocations of cost 
under the RCC more equitable.

The audit report recommends that a timekeeping system be established which would be 
used to allocate responsibility for the RCC the next year. The commission objects to this 
recommendation because they think this timekeeping would increase their costs 
significantly. Because the industry is paying the commission's bills, we also have to be 
sensitive to their costs. So although we are in complete agreement with the audit report in 
how it defines the problem, we are ambivaient about the cure it recommends.

We recommend a more direct approach to solving the problem. Our proposal is to 
reconsider the amendment submined by then Rep. Ben Sharp in the House Finance 
Committee when the RCC as it exists today was being drafted. The Sharp proposal was 
to adjust the gross electric revenues by deleting the cost of power before the RCC is 
calculated. The rationale tor doing this is that the distribution function of an electric 
utility, without the cost of the electricity itself added in, is comparable to the service 
provided by a local telephone exchange. By deleting the cost of power from the 
calculation, a great deal more fairness between telephone and electric would be introduced 
into the system.



As the RCC calculation exists now. electric paid 39% of the total in FY 93, and that will 
increase to 43% of the total for FY 94. Bv contrast, the audit report estimates that 
telephone companies account for 45% of the workload while under the FY 94 plan they 
will be paying oniv 21% of the RCC. If the Sharp amendment were in place, the share of 
RCC for electric would drop to approximately 28% while the share for telephone would 
increase to approximately 27%.

I look forward to discussing these and other proposals which may be under consideration 
when your committee meets on .APUC sunset review.

Sincerely,

David Hutchens

tf

j
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a n c h o r a g e  o m c s

David Hutchens 
Executive Director 
.Alaska Rural Electnc 

Cooperative .Association. Inc.
703 W. Tudor Road. Suite 200 
Anchorage, .AK 99503

Re: APUC Powers ’Liberally Construed"

Dear Dave:

You have asked whether the "liberally construed" language found in 
AS 42.05.141(a)(1) has any operative effect: that is. whether the Alaska Supreme Court cites or 
relies upon this statutory language hi reaching decisions involving the .APUC.

Tne answer is that both the APUC and the Alaska Supreme Court find it necessary 
to cite this statutory section in order to create APUC jurisdiction in matters not exDressly conferred 
by the legislature.

TTie two most recent supreme court cases citing this statutory section of which I am 
aware occurred just last year. In February 1992. the .Alaska Supreme Court issued its opinion in 
the case or F a r  N orth  S an ita tion  v. A PU C  . 825 P.2d 867 (February 7. 1992). In that decision, 
the court dealt with the question of the APUC's power to order interim refundable rates. The court 
quoted the .APUC's argument that the legislature granted the .APUC broad powers to accomplish its 
purposes, and, funner, provided that these powers should be liberally interpreted [citing AS 
42.05.141(a)(1)] but went on to state that, on the question of whether the .APUC has authority to 
declare a rate interim and refundable after hearing, there is conflicting case law. The coun 
concluded, however, that the .APUC had such imDlied authority, aeain citins AS 42.05.141(a)(1) 
and stating:

Alaska's statute mandates that the powers of the 
APUC be liberally construed.

F a r  N orth  S an ita tio n  v. A PU C  at p. 873.

Two months later, the coun issued its opinion in Colville E nv ironm en ta l Services, 
Inc. v. N orth  S lope B orough , 831 P,2d 341 (April 24. 1992), this time addressing the power of 
the .APUC to attach conditions to a certificate of public convenience and necessity which conflicted 
with another state statute (AS 29.35.050). In concluding that the Commission had such power, 
the coun again relied upon the liberally construed statutory language in reaching this result.



David Hutchens 
July 23. 1993 
Page 2

In reaching its decision in Colville, the Alaska Supreme Court cited its earlier 1991 
decision in Homer Electric Association v. Clr: of Ketiai. 816 P.2d 182. again discussing die effect 
of AS 42.05.1^1 (a) and concluding in pan that that section stands for the proposition that the 
Commiss.'On's "powers to adjudicate are plenary, as broad as the specific provisions of the act 
permit." HE\ v. Cir>' of Kenai at p. 186.

I have not attempted to completely research all of the instances in which the .APUC 
or the courts have relied upon AS 42.05.141 to expand the .APUC’s specific legisladve powers, 
but I believe that the above cases illustrate that the courts have udlizea this section on more than 
one occasion and have done so quite recsndv.

You should aiso note that the cases cited above have been decided both for and 
against the utility. That is to say that the existence of AS -2.05.141(a)(1) has not aiwavs worked 
to the detriment of the uuiity. but I do think it is fair to say that it has always worked to expand the 
.APUC's jurisdiction and power beyond that otherwise explicitly granted to it by the legislature.

If you have any further questions or wish me to compile a more exnausdve list of 
court citations, please feei free to contact me.

Sincerely yours.

KEMPPEL, HUFFMAN .AND GINDER. P.C.

Roger Kemppei
General Counsel for AR£C

RRK:lka
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" L i b e r a l l y  C o n s t r u e d "

HB 213 would  e x r e n d  t h e  A la sk a  P u b l i c  U t i l i t i e s  Commiss ion and 
t h e  R e g u l a t o r y  C o s t  Cha rg e  t h a t  fu nd s  i t  u n t i l  1993. An 
amendment may be p r o p o s e d  t o  d e l e t e  t h e  p h r a s e  11 l i b e r a l l y  
c o n s t r u e d  f rom t h e  Comm iss ion ' s  e n a b l i n g  s t a t u t e .  The Commiss ion 
oppo se s  t h i s  amendment.
The c u r r e n t  l a n g u a g e  o f  S e c t i o n  42.05.141 o f  M a s k a  S t a t u t e s ,  
e n t i t l e d  "GENERAL POWERS AND DUTIES OF THE COMMISSION", s t a t e s  i n  
p a r t :

(a) The A l a s k a  P u b l i c  U t i l i t i e s  Commiss ion may 
(1) r e g u l a t e  e v e r y  p u b l i c  u t i l i t y  engag ed  o r  p r o p o s i n g  
t o  e n g ag e  i n  su ch  a b u s i n e s s  i n s i d e  t h e  s t a t e ,  e x c e p t  
t o  t h e  e x t e n t  exemp ted  by AS 42.05.711, and t h e  powe rs  
o f  t h e  comm iss ion  s h a l l  be l i b e r a l l y  c o n s t r u e d  t o  
a c c o m p l i s h  i t s  s t a t e d  p u r p o s e s ;  . . . . ( e m p h a s i s  added)

1. D o e s  n o t  e x p a n d - th e  p o w e r s  o f  th e  .A P U C .

In  HZA v s .  C i t v  o t  K ena i  t h e  Supreme l o u r t  s a i d :
I n  sum, we h ave  c o n s t r u e d  AS 42.05.141(a)(1) t o  mean 
t h a t  t h e  a c t u a l  a r e a s  i n  which t h e  APUC may e x e r c i s e  
i t s  a d j u d i c a t o r y  a u t h o r i t y  a r e  q u i t e  n a r row .  W i t h i n  
t h o s e  n a r row  a r e a s ,  however, t h e  APUC's powers  uo 
a d j u d i c a t e  a r e  p l e n a r y ,  a s  b ro ad  a s  t h e  s p e c i f i c  
p r o v i s i o n s  o f  t h e  a c t  p e r m i t . . . .
T h i s  p r o v i s i o n  p r e s e n t s  two g u i d i n g  p r i n c i p l e s  f o r  
d e t e r m i n i n g  t h e  e x t e n t  o f  t h e  APUC's j u r i s d i c t i o n  u n d e r  
s p e c i f i c  p r o v i s i o n s  o f  t h e  A c t .  On t h e  one hand, i t  
i n c l u d e s  a p r i n c i p l e  o f  l i m i t a t i o n ,  r e s t r i c t i n g  t h e  
APUC's power t o  t h e  s p e c i f i c  j u r i s d i c t i o n a l  a r e a s  o f  
i t s  " s t a t e d  p u r p o s e s . "  On t h e  o t h e r  hand ,  i t  i n c l u d e s  
a p r i n c i p l e  o f  e x p a n s i o n ,  m and a t i n g  t h a t  t h e  APUC's 
power  t o  a c t  w i t h i n  i t s  s p e c i f i c  a r e a s  o f  j u r i s d i c t i o n  
" i s  t o  be l i b e r a l l y  c o n s t r u e d . "  ( emphas is  added)

2 . B e n e f its  u t i l it ie s .

R o u t i n e l y  t h e  Commiss ion a l l o w s  i n t e r i m  r a t e s  t o  go i n t o  e f f e c t  
w i t h o u t  r e q u i r i n g  t h e  u t i l i t y  t o  e sc row  f u n d s  o r  p o s t  a  bond 
un d e r  AS 42.05.421(c). I t  d oe s  t h i s  by mak ing  r a t e s  i n t e r i m  
r e f u n d a b l e ,  wh ich  a g a i n  b e n e f i t s  t h e  u t i l i t y .  The a u t h o r i t y  f o r  
t h i s  i s  " l i b e r a l l y  c o n s t r u e d . "

1



" L i b e r a l l y  C o n s t r u e d "
Page 3
w heneve r  a c o u r t  f i n d s  a g ap  i n  an a g e n c y ' s  power .  T h i s  f o r c e s  
t h e  l e g i s l a t u r e  b ack  i n t o  t h e  r e g u l a t o r y  r o l e  t h a t  t h e y  s o u g h t  t o  
e s c a p e  by c r e a t i n g  t h e  com m is s ion  i n  t h e  f i r s t  p l a c e .
Removing " l i b e r a l l y  c o n s t r u e d "  f rom t h e  C om m is s io n ' s  powers  and  
d u t i e s  s e c t i o n  wou ld  h ave  im p a c t s  w e l l  beyond  s t a t u t o r y  
c o n s t r u c t i o n  i n  t h e  c o u r t s .

tf

If
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David Hutchens 
Executive Director 
.Alaska Rural Electric 

Cooperative Association. Inc. 
703 W. Tudor Roaa. Suite 200 
Anchorage. AK 99503

Y(̂ u have asked whether the "liberally construed" language found in 
AS 42.05.14!(a)( 1) has any operative effect: that is. whether the Alaska Supreme Court cites or 
relies upon this statutory language in reaching decisions involving the APUC.

The answer is that both the APUC and the Alaska Supreme Coun find it necessary 
to cite this statutory section in order to create .APUC jurisdiction in matters not expressly conferred 
by the legislature.

The two most recent supreme coun cases citing this statutory section of which I am
aware occurred just last year. In February 1992. the Alaska Supreme Coun issued its opinion in 
the case of Far North Sanitation v. APL'C , 825 P.2d 867 i February 7. 19921. In that decision, 
the coun dealt with the question of the APUC's power to order interim refundable rates. The coun 
quoted the APUC’s argument that the iegisiature granted the APUC broad powers to accomplish its 
purposes and. funner, provided that these powers should be liberally interpreted [citing AS 
42.65.141(a)(1)] but went on to state that, on the question of whether the APUC has authority to 
declare a rate interim and refundable after heanng. there is conflicting case law. The coun 
concluded, however, that the APUC had such implied authority, again citing AS 42.05.141(a)(1) 
and stating:

Two months later, the coun issued its opinion in Colville Environmental Semces.
Inc. v. North Slope Borough. 831 P.2d 341 (Apnl 24. 1992). this time addressing the power of 
the APUC to attacn conditions to a certificate of public convenience and necessity which conflicted 
with another state statute (AS 29.35.050). In concluding that the Commission had such power, 
the coun again relied upon tnc liberally construed statutory language in reaching this result.

Re: APUC Powers Liberally Construed"
Dear Dave

Alaska's statute mandates that the powers of the 
APUC be liberallv construed.

Far North Sanitation v. APL’C at p. 873



A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n

A P U C

F Y 9 4

o v e r v i e w

Since s ta tehood  in 1 9 5 9 ,  the A la s k a  Pub l i c  Uti l i t ie s  
C om m is s i o n  has been w o rk ing  w i th  the h u n d r e d s  o f  publ ic  
u t i l i t i e s  in A la s k a  with the same m is s i on  in m ind -  to 
e n s u r e  con t inued  serv ice ,  s o u n d  m anagemen t ,  and fa i r  
r a t e s  fo r  re s iden ts  in ai l c o r n e r s  o f  the s ta te .  The C om m is ­
s i on  regu la te s  u t i l i t i e s  tha t  b r ing  wa te r ,  e lec tr ic ,  gas, and 
t e l e com mun ic a t i on s  in to  o u r  h omes ,  as we l l  as ove rsee ing 
se rv ices  tha t  co l l ec t  and  d i spose  o f  o u r  waste .  In 1981  the 
APUC's  ro le  was expanded  to in c lude  ove r s igh t  o f  pipe l ine 
c a r r i e r s  and p ipe l i nes  when  it merged  with  the A la s k a  
P ipe l i ne  Comm is s ion .

Ut i l i t y  c om m is s i on s  were o r i g in a l l y  c rea ted  to pro tec t  
c o n s um e r s ,  s ince m o s t  u t i l i t i e s  were m on opo l i e s .  Today .  
C om m is s i o n e r s  a rc  faced with the cha l l enge  o f  e va lua t ing  
r eg u l a t i o n s  and c on s id e r in g  po l icy  changes  to encou rage  
c ompe t i t i on  whi le  c on t in u in g  to m a in t a in  c o n s u m e r  p r o te c ­
t ion as a p r im a r y  goa l .

In  s i t u a t i o n s  whe re  m on opo l i e s  ex is t ,  the  C om m is s i o n  
m o n i t o r i  the u t i l i ty  to e n su re  f a i r  p r ic ing  p rac t ice s ,  r e a ­
s o n ab l e  serv ice,  f i n an c i a l  s tab i l i t y ,  and  accoun tab i l i t y .
The  Com m is s i o n  b a l a n c e s  the leg i t ima te  need fo r  u t i l i t i es  
and p ipe l i ne  c a r r i e r s  to sh ow  a p ro f i t  f o r  t h e i r  inves tment ,  
and  the pub l ic 's  r igh t  to rece ive fa i r  s e rv ice  fo r  its money .  
C om m is s i o n s  in a l l  5 0  s ta tes  se rve  the same  gene ra l  m i s ­
s ion .  r egu la t ing  the r e l a t i o n sh ip  between the u t i l i t i e s  and 
the c on sum e r s  they  se rve .

The C omm is s ion  ach ieves  th is  b a l a n c e  by i s su ing  
‘ ce r t i f i c a te s  o f  pub l i c  conven ience  and  necess i ty "  to q u a l i ­
fied serv ice p rov ide r s .  A ce r t i f i ca te  e s s en t i a l l y  acts  as a 
l icense  to ope ra te  and  de ta i l s  how the u t i l i t y  o r  p ipe l ine  
c a r r i e r  m u s t  c onduc t  b u s i n e s s  w ith  c o n s u m e r s  o r  sh ippe r s  
c on ce rn ing  ra tes .  The  C om m is s i o n  e s t a b l i s h e s  ra tes ,  
t e rm s ,  and c ond i t i ons  o f  se rv ice  wh i le  ove rsee ing  the p r a c ­
t ices.  se rv ices ,  and fac i l i t i e s  o f  r e gu l a t e d  u t i l i t i e s  and 
p ipe l i ne  c a r r i e r s .  In the next  few y ea r s ,  new app ro ache s  
and  a b r o a d e r  pe rspec t ive  wi l l  be n e c e s s a r y  as the C om ­
m is s i o n  w o rk s  to a d d re s s  c om p le x  I s sue s  a nd  to m ake  
a p p r o p r i a t e  r e g u l a t o r y  dec i s ions  fo r  a l l  A la s k an s .

The APUC ha s  j u r i s d i c t i o n  ove r  the o p e r a t i o n s  of:
• e lectr ic  u t i l i t i es
• n a t u r a l  gas u t i l i t i e s
• r e fu se  (garbage)  co l l ec t ion
• was tewa te r  (sewer)  t r e a tm en t
• s team p r odu c e r s
• te lephone  c om pan ie s  ( l oca l  a nd  i n - s t a t e  se rv ices )
• wa te r  u t i l i t i es
• oi l  and  gas p ipe l ine  c a r r i e r s .

C e l l u l a r  phone ,  cab le  t e lev is ion ,  a nd  r ad io  c om mon  
c a r r i e r s  a re  r egu la ted  to a l e s s e r  ex tent .

The C omm is s ion  ha s  i s sued  3 5 9  c e r t i f i c a te s  o f  pub l ic  
conven ience  and  nece s s i ty  ( ce r t i f i ca tes )  h e ld  by u t i l i t i es  
and  p ipe l ine  c a r r i e r s .

A pp ro x im a te l y  o n e - t h i r d  o f  the  3 5 8  c e r t i f i c a te s  a re  fo r  
j l U l i t j e s  whose  se rv ices  and  o p e r a t i o n s  a rc  f u l l y  regu la ted16
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'V1 9 9 4  A n n u u l  R e p o r t
by the C om m is s i o n .  The a u th o r i t y  to r egu la te  some types 
and s izes o f  u t i l i t i e s  is l imited unde r  the law. Many  e lec ­
tric u t i l i t i e s  In bu sh  c omm un i t i e s  arc exempt  f r om  r e g u l a ­
t ion because  o f  the i r  sm a l l  s ize.  Some coope ra t i v e s  and 
g o v e rnm en t - ow ned  uti l it iei :  are a lso  exempt  b ecau se  they 
have a l t e rn a t i v e  mean s  o f  a cc oun tab i l i t y  to the c on sum e r .  
O f  the 3 5 9  ce r t i f i c a te s  he ld ,  the C om m is s i o n  c u r r e n t l y  
r egu la te s  the ra tes ,  se rv ices ,  p ract ices , o r  fa c i l i t i e s  o f  . u 4  
u t i l i t i e s  and  15  p ipe l ine  c a r r i e r s  .

In a dd i t i o n ,  the C om m is s i o n  is r e sp on s ib l e  f o r  c om p u t ­
ing the power  cos ts  and r e s u l t a n t  s ta te a s s i s t a n c e  am ou n t s  
f o r  c u s t om e r s  o f  e lec tr ic  u t i l i t i e s  pa r t i c ip a t ing  In the Power  
Cos t  E q u a l i z a t i o n  (PCE) p rog ram .

The C om m is s i o n  c a r r i e s  ou t  its r e g u l a t o r y  r e s p o n s i b i l i ­
t ies t h r o u gh  s evp -a l  m ean s .  It c onduc ts  a ud i t s ,  i n ve s t ig a ­
t ions .  pub l i c  meet ings ,  t a r i f f  ac t ion  mee t ings ,  f o rm a l  
a d ju d i c a t o r y  p roceed ings ,  in f o rm a l  mee t ings ,  and c o n f e r ­
ences :  and r e s o l v e s  c om p la in t s  by t e l ephone ,  ma i l ,  mee t ­
ing. o r  a d ju d i c a t i o n .

The C om m is s i o n  fu nc t i on s  as a q u a s i - j u d i c i a l  body  
when r e n d e r in g  dec i s ions  in f o rm a l  p roceed ings  and as a 
q u a s i - l e g i s l a t i v e  body when p r omu lg a t in g  r e g u l a t i o n s .  Its 
p roceed ings  an f l  d e t e rm in a t i o n s  are gove rned  by the s t a t ­
utes  and  r eg u l a t i o n s  o f  the s ta te .

F u n d in g
Fund s  to pay  fo r  C om m is s i o n  o p e r a t i o n s  have  h i s t o r i ­

c a l l y  been p rov ided  th r o u gh  the s ta te' s  g en e ra l  f u nd .  In 
1 9 9 2  fo l l ow ing  the legal m anda te  o f  the l e g i s l a tu r e ,  the 
C om m is s i o n  enac ted  r egu l a t i o n s  a l l ow ing  it to r ec ove r  its 
o p e r a t ing  c o s t s  t h r o u gh  an  a s s e s sm en t  on  the  r e v enues  o f  
the u t i l i t i e s  and  p ipe l ine  c a r r i e r s  it r e g u l a t e s .  T h a t  R egu ­
l a t o ry  C o s t  C ha rge  (RCC) shows up as a s u r c h a rg e  on 
m on th l y  b i l l i n g  s t a t em en t s  to c o n s um e r s  and  s h ip p e r s .

The l eg i s l a tu r e  a p p rop r i a t e d  and the  g o v e rn o r  a p ­
p roved a' F Y 9 5  budge t  o f  S 3 . 6 3 5  m i l l i o n ,  f u nd ed  1 0 0  p e r ­
cen t  f r om  p r o g r am  rece ip t s ,  in the f o rm  o f  the  R egu l a t o r y  
C os t  Cha rge .  The re  a re  no un re s t r i c t ed  gen e ra l  f u nd s  in 
the FY 9 5  a p p r o p r i a t i o n .  To ra ise  the S 3 . 7  m i l l i o n  f o r  o p e r ­
a t ing  cos t s ,  the  revenue  a s s e s sm en t  was  se t  a t  4 3  cents  
pe r  S 1 0 0  fo r  a l l  u t i l i t i e s  except e lec tr ic  u t i l i t i e s  (a s sessed  
a t  . 0 4 1 2  cen t s  pe r  k i l ow a t t  hou r ) .

W i th  p r o v i s i o n s  o f  the s u n s e t  law c lo u d in g  the 
Com m is s i o n ' s  l o n g - t e rm  ex is tence and i ts  f u n d in g  m ec h a ­
n i sm  se t  to exp i re  even s o one r ,  the APUC h a s  been l o rccd  
to a d ap t  to an  un c e r t a in  f u tu r e  at l ea s t  u n t i l  co r rec t ive  
ac t ion  can be taken  by the Leg is la tu re .

A P U C  

F Y 9 4

o v e r v i e w
( c o n t i n u e d )
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FY 9 3  F Y 9 4  P e r c e n t
c h a n g e

O p e r a t i n g  

B u d g e t  

F Y 9 4  

( 7 / 1 / 9 3  4 

t o  6 / 3 0 / 9 4 )

7 1 0 0 0

A p p r o p r i a t i o n s

Pe r sona l  se rv ices  S 2 . 4 5 5 . 4 0 0 S 2 . 6 1 2 . 5 0 0 6%
7 2 0 0 0 Trave l 5 7 . 8 0 0 5 3 . 6 0 0 - 7%
7 3 0 0 0 C on t ra c tu a l 1 . 1 6 3 . 5 0 0 8 7 2 . 4 0 0 - 2 5%
7 4 0 0 0 Commodi t ie s 4 3 . 7 0 0 6 0 . 7 0 0 3 9 %
7 5 0 0 0 Equ ipmen t 2 0 . 4 0 0 2 5 . 0 0 0 2 3 %

TOTALS $ 3 , 7 4 0 , 8 0 0 $ 3 , 6 2 4 , 2 0 0 - 3%

7 1 0 0 0

E x p e n d i t u r e s

Pe r s ona l  se rv ices  S 2 . 3 6 6 . 8 8 4 S 2 . 4 6 2 . 9 6 0 4%
7 2 0 0 0 Trave l 4 7 . 7 7 7 5 6 . 5 0 8 18%
7 3 0 0 0 C on t r a c tu a l 9 1 3 . 3 0 9 8 0 0 . 9 6 2 - 1 2 %
7 4 0 0 0 Commodi t ie s 9 4 , 0 4 9 ' 6 3 . 6 1 5 - 3 2 %
7 5 0 0 0 Equ ipmen t 7 1 . 3 2 7 3 3 . 4 7 0 - 5 3 %

TOTALS $ 3 , 4 9 3 , 3 4 6 '  $ 3 , 4 1 7 , 5 1 5  - 2%

R e v e n u e  r e c e ip t s 2 

G ene ra l  Fund  P rog ram
Rcce ip is :  S 3 . 8 9 7 . 5 5 3 3 S 3 . 4 8 2 . 1 2 2

TOTAL  RE V E N U E S  $ 3 , 8 9 7 , 5 5 3  $ 3 , 4 8 2 , 1 2 2
-1 1 %

-1 1 %

18

1. Co r r e c ted  n u m b e r  f r om  FY 93  A nn u a l  R epo r t .
2.  The  C omm is s ion  rece ived r e v enues  u n d e r  v a r i o u s  p r o v i ­
s ion s  o f  its s ta tu te s  In c lud in g  copy ing and pos tage  cha rges  
(AS 4 2 . 0 5 . 2 0 1 )  and  cos t  a l l o c a t i o n s  in p roceed ings  (AS 
4 2 . 0 5 . 6 5 1 / A S  4 2 . 0 6 . 6 1 0 ) .
3 .  The  C omm is s io n  fu n d in g  was changed  to G en e ra l  F u nd  
P rog ram  Receipts  in FY 9 3  (3 AAC 4 7 )  u n d e r  the  R egu l a t o r y  
Cos t  Cha rge  nrmri



1 9 9 4  A n n u a l  R e p o r t
The A la s k a  Pub l ic  U t i l i t ie s  Comm is s ion  is w o rk in g  this 

f isca l  y e a r  in the shadow  o f  a d i lemma .  Whi l e  the C o m m i s ­
s ion  r em a in s  cha rged with ca r r y ing  ou t  its r e g u l a t o r y  
m anda te ,  i ts a n n u a l  f u nd ing  mechan i sm  was n o t  ex tended 
by the l a s t  Leg is la tu re ,  n o r  was the APUC ’s ve ry  ex i s tence 
ex tended beyond  J u n e  1 9 9 5 .

T h e re  was  no f o rm a l  oppos i t i on  to e x tend ing  the APUC 
—  in fac t  the s t a t e ’ s 1 9 9 5  >idget inc ludes  fu l l  f u n d in g  f o r  
the C om m is s i o n .  B u t  because  no leg is la t ive ac t i o n  was 
t aken  to the  c on t r a ry ,  the C om m is s i o n  fe l l  v ic t im to the 
s ta te 's  s u n s e t  law and  was te rm ina ted  J u n e  3 0 .  1 9 9 4 .
T h a t  began  the C omm is s io n ' s  one - ye a r  w ind -down  pe r iod .  
U nd e r  the 1 9 7 7  S u n s e t  Law. seve ra l  s ta te  b o a rd s  and  
c om m is s i o n s  are  set to pe r i o d ic a l l y  and a u t om a t i c a l l y  
exp ire  u n l e s s  spec i f i c a l l y  renewed .

C om p oun d in g  the c o n fu s i o n  is the fac t  t h a t  l eg i s la t i on  
ex tend ing  the APUC's  a u t h o r i t y  to levy a R egu l a t o r y  Cos t  
Cha rge  (RCC )  f r om  u t i l i t i e s  and  p ipe l ine  c a r r i e r s  was he ld  
up and  died on the House  f l o o r  du r ing  the la s t  day  o f  the 
r e g u l a r  s e s s i on .  B ecause  the Leg is la tu re  did no t  act  on 
the RCC i s sue ,  wh ich gene ra te s  100 pe rcen t  o f  the fu nd ing  
fo r  the C om m i s s i o n ’s a pp ro x im a t e l y  S 3 . 6 3  m i l l i o n  a n n u a l  
budget ,  th e re  i^ no m ech an i sm  fo r  co l lec t ing m on ey  a f t e r  
D e c em be r  3 1 ,  1 9 9 4 .

W i th  p r o v i s ion s  o f  the S u n s e t  Law c lo ud ing  the 
C o m m i s s i o n ’s l o ng - t e rm  ex i s tence  and its f u nd ing  m e c h a ­
n i sm  se t  to  exp ire  even s o on e r ,  the APUC has  been fo rced  
to a d ap t  to an  u n c e r t a in  f u tu r e  —  at l ea s t  u n t i l  c o r rec t ive  
ac t ion  can  be taken  by the Leg is la tu re .

W i th  lega l  gu idance  f r om  the Sta te  A t t o rn ey  G e n e r a l ’ s 
of f ice, the APUC wi l l  c on t inu e  u nd im in i s h ed  in p u r s u i t  o f  
its r e g u l a t o r y  manda te  u n t i l  it is fo rced to c lose its of f ice 
on J u n e  3 0 .  1 9 9 5  u n d e r  the s u n s e t  law. As the A ss i s t a n t  
A t t o rn ey  G e n e r a l ’ s J u n e  op in ion  to the APUC s ta t ed .  “We 
adv ise  th a t  the C om m is s i o n  s h ou ld  con t inu e  to p e r f o rm  its 
s t a t u t o r y  du t ie s  to the  ex ten t  poss ib le  wh i le  deve lop ing  a 
p l a n  to ph a s e  ou t  i ts w o r k  by the c lo se o f  the s u n s e t  y ea r . "

In  A ugu s t  the APUC a l s o  adop ted  a po l icy  s t r o n g ly  
r e c om m end ing  to the Leg i s la tu re  and the G o v e r n o r  th a t  a 
s imp le  r c a u th o r i z a t i o n  b i l l  be p r omp t l y  i n t r od u c ed  and 
pa s sed  to do Jus t  two th ings :  extend the C om m is s i o n  fo r  
f o u r  y e a r s  and  to m ake  p e rm an en t  the RCC .  O th e r  APUC 
leg is la t ive  bu s in e s s  c ou ld  be de fe r red  in the In te re s t  o f  
p r om p t  passage  o f  these  b i l l s .

T h e  A la s k a  Pub l i c  U t i l i t i e s  C om m is s i o n  is do ing  e v e r y ­
th ing po s s ib le  to m a in t a i n  a n o rm a l  s c h edu le  d u r i n g  its 
w in d - d ow n  yea r .  Howeve r ,  those  th ings  tha t  w i l l  be n e ­
g lec ted .  and  the c on sequ en c e s  f r om  such  neg lec t ,  m ay  
g row m o re  s e r i o u s  each  day .

As the  C om m is s i o n  is c ompe l l ed  to comp le te  its a f f a i r s  
the p o t e n t i a l  d i s r u p t i o n  may  become severe :

1) a p p l i c a t i o n s  f o r  a ce r t i f icate  o f  p ub l i c  c o n v e ­
n ience and  necess i ty ,  o r  f o r  changes  in se rv ice  a r e a  o r  
t r a n s f e r  o f  a ce r t i f i ca te  rece ived a f te r  D e c em be r  3 1 .  1 9 9 4  
may  no t  be p rocessed  be fo re  J u n e  3 0 .  1 9 9 5 :

A P U C :

W o r k i n g  i n  

t h e  s h a d o w  o f  

t h e  S u n s e t  

L a w



A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n

A P U C :

W o r k i n g  i n  

t h e  s h a d o w  o f  

t h e  S u n s e t  

L a w

( c o n t i n u e d )

2) p ro ces s ing  o f  new cases  invo lv ing u t i l i t y  o r  p ipe l ine  
ra te  changes  o r  new req ue s t s  may  be d i s ru p ted .  N o rm a l l y ,  
when a f i l ing is s u sp ended  f o r  in ves t iga t i on ,  the s u s p e n ­
s ion  pe r iod  is f ive o r  s ix  m on th s .  Th e re f o r e ,  d ocke t s  c a n ­
no t  be opened  a f t e r  D e c em be r  3 1 .  1 9 9 4  with the n o rm a l  
s u s p en s i o n  per iod .  Acce le ra t ing  the docke t s  is n o t  an  
op t ion  because  u t i l i t i e s  and  p ipe l i ne  c a r r i e r s  a re  en t i t led  to 
due  p roces s :  and

3) regu laco ry  p roceed ings  wi l l  be s u sp en d e d  f o r  d o c k ­
ets whe re  the r eg u l a t i o n s  may . no t  t a k e  e f fect  be fo re  the 
t e rm in a t i o n  date .

The  C om m is s i o n  is m anda t ed  by law to c o n c l u d e  its 
a f f a i r s  by J u n e  3 0 ,  1 9 9 5 .  AS 4 4 . 6 6 . 0 1 0 ( b ) .  To w rap  up  as 
m any  docke t s  as po s s ib le  by tha t  dead l in e ,  and to m in im ize  
the loo se  ends ,  the C om m is s i o n  mus t ,  acco rd ing  to s t a t ­
utes ,  f o cus  its a t t e n t i o n  on  c on c lu d in g  its a f f a i r s .

Add i t i o n a l l y ,  u n d e r  c u r r e n t  l aw the  a u t h o r i t y  to cha rge  
the R eg u l a t o r y  Cos t  Cha rge  (RCC) e xp i r e s  D e c em be r  3 1 ,  
1 9 9 4 .  h a l fw ay  t h r o u gh  the f i s ca l  yea r .  The C om m is s i o n  
ha s  ob t a in ed  an  A t t o rn ey  G e n e r a l ’s o p in i o n  c it ing tha t  the 
C om m is s i o n  can  co l l ec t  the f u l l  a m o u n t  o f  the a n n u a l  F Y 9 5  
a p p r o p r i a t i o n  by D ec em be r  3 1 ,  1 9 9 4 .  and  has  adop ted  
r e g u l a t i o n s  to a c c om p l i s h  th i s .  The C om m is s i o n  was d i ­
rec ted to s u b m i t  its F Y 9 6  budge t  r e q u e s t  with  p r o g r am  
rece ip t s  as the s ou rce ,  t h e re b y  a s s um in g  tha t  the RCC wi l l  
be r eenac ted .

S u n s e t  e x ten s ion  e a r l y  in f i r s t  s e s s i o n  o f  the Leg is la ­
t u re  is needed to avo id  seve re  d i s r u p t i o n  o f  u t i l i t i e s  and 
p ipe l i ne  c a r r i e r  r eg u l a t i o n .  It was o n l y  the h u r r i e d  act iv i ty  
o f  the c lo s ing  day s  o f  l a s t  y ea r ' s  l eg is la t ive  s e s s i o n  tha t  
p reven ted  ac t ion  a s s u r i n g  the ex t en s ion  o f  the A la s k a  
Pub l i c  U t i l i t i e s  C om m is s i o n .  The C om m is s i o n  l o o k s  f o r ­
w a rd  to a p r omp t  and pos it iv e  r e s o l u t i o n  o f  the i s sue s  
a f fe c t ing  its a u t h o r i t y  and  fund ing .
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R E PO R T  C O N C L U S IO N S

Policy Issues

This review contains policy issues raised as a result of our evaluation of various commission 
practices. The final poiicy decisions affecting those practices require legislative considera­
tion. In debating these decisions the legislative oversight committees should take into 
consideration the findings and recommendations presented in this report to assist them in 
evaluating the potential impact of any poiicy changes.

Report Conclusions

In our opinion, the .Alaska Public Utilities Commission is operating in an efficient and 
effective manner and should connnue 10 reguiate public utilities and pipelines. We believe 
that the public interest is being served by requiring public utilities and pipelines to be 
certificated by APUC. This process stabilizes demand for the utility service by eliminating 
competition and thereby ailowing economies of scale to operate. Economic regulation by 
the corrtmission. in place of that competition, ensures that the utilities provide adequate 
service at the iowest reasonable rates.

We recommend that AS 44.66.010(a)(4) be amended to extend the life of .APUC to June 30, 
2003. .APUC has consistently demonstrated public need; we believe it is in the public’s best 
interest to extend the life of this commission for ten years. However, we recognize that 
performance issues periodically arise. The Division of Legislative Audit can address these 
interim issues, if any, through a special audit at the request of the Legislative Budget and 
Audit Committee.

A .P .  U  _ DIVISION OF LEGISLATIVE AUDIT



FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

Alaska Statute ^2.05.253 snouid be amended to require APUC to periodically adjust, the 
resuiatorv cost charge iRCO on an industry' bv industry basis. Farther, the automatic repeal 
date of this statute shouid be deleted.

In our 1989 sunset audit report we recommended a program receipts budget for APUC, not 
because it was an alternative funding source but because of the potential benefits that this 
mechanism could provide. A user fee design can establish a basic fairness in that only those 
who benefit from the regulatory process bear its cost; it can also encourage consumers to 
recognize and eliminate unwarranted regulation through deregulation elections. However, 
these benefits will only be realized to the extent that the RCC program reasonably links the 
cost-causers with the cost-payers.

For FY 93, the legislature authorized a new RCC program which passes APUC’s costs on 
to the consumers of regulated utilities. This program allocates costs based upon gross 
revenues.^ A single charge factor is used across-the-board for all utilities and all industries. 
Although we believe that a direct workload-based allocation program is preferable, as 
outlined in our 1989 report, we also continue to believe that a gross revenue based system 
could realize these benefits if the rates reflect the workload. However, the single RCC factor 
used in the current plan sacrifices some of program’s potential benefit, in that the cost-payers 
are not necessarily the cost-causers.

We analyzed APUC’s workload to evaluate the alignment of cost-causer to cost-payer. In 
the absence of verifiable data such as utility or industry' codings on payroll time sheets, we 
were forced to approximate 
the workload by using rough 
estimates, which were 
provided on an unofficial 
basis by commission staff.
They provided estimates of 
the average relative effort 
required to perform the 
ongoing APUC functions 
such as tariff filings, formal 
proceedings, certification 
proceedings, and formal and 
informal complaints. While 
we acknowledge that the 
weighting in these analyses is 
imperfect, we believe it 
provides an adequate 
i n d i c a t i o n  o f  t he
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commission’s workload. We found ihat ihe electnc and telephone industries, on a combin 
basis, have represented approximately 79 percent of APUC’s workload. Tne graph of the 
two industries illustrates the significance, variadon. and trend that complicates setting of 
RCC rate. The following table compares the commission’s estimated FY 93 RCC receit 
with the amount calculated based upon the workload over the past three years.

Industry

Flat Rate Allocation Workload Allocation

Over
(Under)

Allocation

Estimated
Gross

Revenues
RCC

Percent
Estimated 

FY 93 RCC

Percent
of

Workload Allocation

Electric S260.673.4S5 377% SI 304.086 34% S1.311.670 S 192.416

Telephone 153.306.332 377% 884.577 45% 1.736.033 (851.456

Pipeline 99.532.100 .577% 574.300 4 % 154.314 419.986

Gas 99.152.056 377% 572.107 3% 115.736 456.371

Water 22.955320 377% 132.452 4 % 154.314 (21.862

Sevrer 17.129 376 377% 98.838 2% 77.157 21.681

ftefuse 15.856.758 377% 91.493 4% 154.314 (62.821

Cable 0 .577% 0 3% 115,736 (115.736

Other 0 .577%- 0 1% 38379 (38379'

Total S668.60S.627 S3,857.853 100% S3,857,853 S 0

Tnis table demonstrates that, based upon the workload over the past three years, the f 
across-the-board rate significandy undercharges telephone and overcharges electric, pipelii 
and gas utilities. Of course, the over or under allocation amount by industry van 
depending on how many years of workload are considered. The use of an across-the-bo: 
rate incorrectly assumes that an industry’s gross revenues are closely correlated to i 
workload that it creates. Given the significance of the electric and telephone worklo; 
variation, and trend, we do not believe that the allocation methodology should assume ti 
all workload cycles reverse themselves and that all industries create the same amount 
workload in the long run. Therefore, we recommend that the legislature ame 
AS 42.05.253 to require APUC to periodically adjust the RCC factors to reflect worklc 
on an industry by industry basis.

Notwithstanding the above, we support the current RCC program: we believe that it provic 
a measure of equity and responsiveness to unwarranted regulation that was lacking prior 
the program. Our recommendation is intended to further the equity and regulate 
responsiveness objective of this program.
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The RCC program was established as a trial program utilizing an automatic repeal of 
December 31. 1994. As we consider this program to be effective, we recommend that this 
repeal provision be deieted.

Recommendation No. 2

Alaska Statute ^2.05.7i 1 should be amended to make it easier for utilirv consumers to oot 
in or opt out of economic regulation.

In the 1989 sunset audit report, we recommended the deregulation of several industries as 
weil as the smaller utilities in each industry. We continue to believe that not all industries 
need to be regulated and that the cost of regulation may exceed its benefits, particularly for 
the smaller utilities. With the recent adoption of a user fee approach under the RCC 
program, the impetus exists to make state government more responsive; what is lacking is 
a reasonable mechanism to allow consumers to select whether or not they want their utility 
to be regulated.

Alaska Statute 42.05.711 exempts electric and telephone utilities with revenues less than 
SSO.OOO^nd refuse utilities with revenues under S200.000. However, customers can obtain 
economic regulation by petitioning APUC. .Alaska Statute 42.05.711 presently requires 25% 
of an exempted utility’s subscribers to sign the petition. We believe that this is too great an 
obstacle to overcome and recommend that an election be called if APUC receives a petition 
demonstrating significant consumer interest. We recommend that the petition and election 
requirements be modeled after the deregulation election procedures in AS 42.05.712. Tnese 
procedures call for an election if the petition is signed by 10% of the first 5,000 subscribers 
and 3% of the subscribers in excess of 5,000. These elections may only be held once every 
two years for a given utility.

Alaska Statute 42.05.711 also allows deregulation elections to be held for electric and 
telephone utilities with revenues of less than S325.000 and other utilities with revenues under 
SI00,000. We believe that more consumers should be given the option to deregulate by 
substantially raising the cut-off amount.

In combination, these two changes would allow APUC and the user fee approach of the new 
RCC program to be more responsive to the regulatory needs of the utility consumer. The 
regulatory cost/benefit decision should be made by the consumer.

Recommendation No. 3

APUC should establish a timekeeping svstem.

We initially recommended, in 1979, that the commission implement the time system they had 
purchased. As pan of a 1978 management audit of APUC, Arthur Young &. Co. developed 
a time management system to assist the commission in prioritizing, planning, scheduling, and
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monitoring the workflow. In response to our recommendation, the commission concurred 
that a time management system is a useful administrative tool. They indicated that the dme 
system would be impiemenied.

In our 1989 sunset audit report we recommended that APUC establish a timekeeping system 
as an integral part of a direct-ailocation RCC program. As the legislature selected an RCC 
program that was not dme based. .APUC was not required to implement this 
recommendauon. However, as costs to establish and operate a time system are minimal and 
the benefits are substantial, we continue to recommend it.

The costs of a timekeeping system are minimal.

The commission should determine what management repons are needed. While we 
acknowledge that the 1978 dme management system is likely outdated, we recommend 
that the commission review it to assist them in developing this needs definition.

Purchase and install “canned'1 software. Tnere is very inexpensive software on the 
market that snouid meet the commission's needs. .APUC already has a programmer on 
staff that could handle the installation.

The ongoing cost to record time would be insignificant. An employee would need only 
a few minutes a day to electronically enter their time.

The dme system would also require a small amount of computer and personnel time to 
accumulate the data and generate periodic management repons.

The benefits of a timekeeping system are substantial.

A time system would give .APUC management a greater ability to prioritize, plan, 
schedule, and monitor their workload. We believe this information would be invaluable 
to the commission.

The legislature is often involved in regulatory matters. Using these management repons, 
APUC would be better able to estimate die full effect of any regulctory changes.

There is a potential for increased staff efficiency as a result of time sheet accountability.

Time sheets would provide a defensible basis for the RCC allocation discussed in 
Recommendation No. 1. However, regardless of the action taken on Recommendation 
No. 1, the benefits of implementing a timekeeping system far outweigh the costs.

The nature of the commission’s business is very different from most state agencies: they deal 
with a relatively small number of companies and w'ork on discrete projects. .APUC’s 
workload is similar to that in the Attorney General’s Office and the Department of 
Transportation and Public Facilities’ maintenance and construction divisions, all of which 
maintain project time systems.
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.APUC shouid consider how to best ensure commission member access to adequate staff 
support and advice.

The commission members are inundated with technical information and complex issues. 
These issues must be thoroughly explored and the commission’s decisions must be fully 
documented. The legislature recognized this difficult task and appropriately established full­
time commission members with six-year terms. Nevertheless, there remains a substantial 
need for staff support and professional advice.

We are concerned that in the instances when commission staff are named as a party in an 
adjudicatory proceeding, the commission members do not have full access to support staff, 
professional staff, or legal counsel. The judicial model requires adversarial parties to present 
the case. .APUC staff is frequently designated as a party to a case to provide this necessary 
balance. The assistant attorney generals advise .APUC staff and effectively become a party 
to the case. Under this judicial model, ex parte communication rules prevent the 
commission members from directly obtaining assistance or advice from their staff or 
attorneys; this can only be accomplished if the utility is also present. This may often be 
impractical.

We believe that the commission would benefit from greater access to their staff and 
attorneys. The commission should consider how to best ensure full access. We offer the 
following alternatives:

A group could be assigned, on a rotational basis, to each case. These individuals would 
be the party to the case: all others would be available to the commission members.

Several staff could be assigned, on a rotational basis, directly to the commission. The
criteria for selection may vary. Tne team could include all the professional disciplines.
it could taraet the disciplines currently needed, or it could be a team of ‘‘xecutive w * #

assistants. The remaining staff would be the parry of record.

.Although the above approaches have certain drawbacks, we believe that some separation 
would be achieved thus diminishing the ex pane communication problem. We believe this 
will enhance the commission’s overall efficiency and effectiveness.

Recommendation No. 5

The APUC member's terms of office should be staggered.

The Alaska Public Utilities Commission has five members who are appointed by the 
governor and confirmed by the legislature in joint session to serve six-year terms. On 
October 31, 1993 two commission seats become available. Because the potential for

Recommendation No. -
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disruption of commission activity would be high with two new members coming in at the 
same dme. we recommend the terms be staggered.

Currently, the terms are scheduled to end as follows:

Consumer seat (I) 
Engineering seat 
Legal s e a t .........
Consumer seat (2) 
Finance seat . . .

October 31, 1993 
October 31, 1993 
October 31, 1994 
October 31, 1996 
October 31, 1998

We propose this staggering be implemented by modifying the upcoming term of the 
engineering seat. We propose the following language be added to a temporary or special act:

The term of the Alaska Public Utilities Commission Engineering seat, which is 
scheduled to begin on November 1, 1993, shall end on October 31, 1995. This 
adjustment to me normal six-year term, as established under AS 42.05.030(a), is 
necessary to appropriately stagger commission membership.
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WALTER J. H IC K E L . G O V EP .N O i

ALASKA PUBLIC UTILITIES COMMISSION
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

March 1, 1993
Mr. Randy S. Welker ,  CPA 
L e g i s l a t i v e  A u d i t o r
L e g i s l a t i v e  Budget  and A ud i t  Commit tee  
P.O. 3ox 113300 
J u n e a u ,  A l a s k a  9981^-3300
Ref:  A u d i t  C o n t r o l  No. 08-1404-93
Dear Mr. Welke r :
On b e h a l f  o f  t h e  A l a s k a  P u b l i c  U t i l i t i e s  Commiss ion  (Comm iss ion) ,
I a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  r e s p o n d  t o  y o u r  a g e n c y ' s  a u d i t  o f  
t h e  A l a s k a  P u b l i c  U t i l i t i e s  Commiss ion (08-1404-93). The Commis­
s i o n  c o n c u r s  w i t h  y o u r  f i n d i n g  in  t h e  "R e p o r t  C o n c l u s i o n s "  t h a t  t h e  
l i f e  o f  t h e  Commiss ion be e x t e n d e d  u n t i l  J u n e  30, 2003. T h e r e f o r e ,  
t h i s  l e t t e r  w i l l  f o c u s  on t h e  C om m is s io n ' s  r e s p o n s e  t o  you r  
" F i n d i n g s  and Recommenda t ion s " .
The a u d i t  s t a t e s  on p age  1 "APUC was c r e a t e d  t o  r e g u l a t e  p u b l i c  
u t i l i t i e s  so  t h a t  c i t i z e n s  c o u l d  e n j o y  a d e q u a t e  s e r v i c e  a t  t h e  
l o w e s t  r e a s o n a b l e  r a t e s "  (emphas is  a d d e d ) . The a c t u a l  r a t e m a k i n g  
s t a n d a r d  a p p l i e d  by t h e  s t a t u t e  i s  " j u s t  a nd  r e a s o n a b l e " .
Recommenda t ion  No. 1 A la sk a  S t a t u t e  42.05.253 s h o u l d  be  amended t o  
r e q u i r e  APUC t o  p e r i o d i c a l l y  a d j u s t  t h e  r e g u l a t o r y  c o s t  c h a r a e  
( RCC) on an i n d u s t r y  bv i n d u s t r y  b a s i s .  F u r t h e r ,  t h e  a u t o m a t i c  
r e p e a l  d a t e  o f  t h i s  s t a t u r e  s h o u ld  be d e l e t e d . 1
The Commiss ion  a g r e e s  t h a t  t h e  p rog ram  s h o u l d  be  made p e rm a n e n t  by 
d e l e t i n g  t h e  a u t o m a t i c  r e p e a l  d a t e  f o r  t h e  R e g u l a t o r y  C o s t  Cha rge  
P rog ram  (RCC). L a s t  y e a r  t h e  l e g i s l a t u r e  s w i t c h e d  t h e  f u n d i n g  
s o u r c e  f o r  t h e  Commiss ion from g e n e r a l  f u n d s  t o  t h i s  r e g u l a t o r y  
a s s e s s m e n t .  The Commiss ion expended  s i g n i f i c a n t  r e s o u r c e :  i n
d e v e l o p i n g  r e g u l a t i o n s  and p r o c e d u r e s  t o  make t h e  p ro g r am  work and 
t o  make c o m p l i a n c e  by a f f e c t e d  e n t i t i e s  a s  s t r a i g h t f o r w a r d  a s  
p o s s i b l e .  The p rog ram  i s  i n  p l a c e  and r u n n i n g  sm o o t h l y .
However, t h e  Commiss ion c a n n o t  s u p p o r t  t h e  r e c om m end a t io n  t o  
r e q u i r e  i t e m i z a t i o n  o f  t h e  r a t e s  u n d e r  t h e  RCC p ro g r am  by 
u t i l i t y / p i p e l i n e  c a r r i e r  t y p e .  A l t h o u g h  i n  t h e o r y  t h e
r e c om m end a t io n  h a s  some m e r i t ,  i t  i s  n o t  a t  a l l  c l e a r  t o  t h e  
Commiss ion  t h a t  i t  would  be e i t h e r  p r a c t i c a l  o r  c o s t - e f f e c t i v e  t o  
a t t e m p t  t o  imp lemen t  i t  a t  t h i s  t im e .

:016 WEST 6TH AVENUi'
SUITE 400
ANCHORAGE. ALASKA 99S01-I963 
PHONE; IS071 276-6222 
FAX: (9071 276-0160

~ j  VJ33 

Lc'J iS lAT IVb AUDiT

1 To c a r r y  o u t  t h i s  r e com menda t io n  f u l l y ,  t h e  r e p e a l  d a t e  f o r  
AS 42.06.285 ( p i p e l i n e  c a r r i e r  r e g u l a t o r y  c o s t  c h a rg e )  s h o u l d  a l s o  
be d e l e t e d .
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I n d i v i d u a l  RCC r a t e s  would r e q u i r e  f u l l  and d i r e c t  a l l o c a t i o n  o f  
t h e  Com m is s ion ' s  c o s t s .  The r e c om m end a t i o n ,  i f  im p lem en t e d  a s  
d r a f t e d ,  would s u b s t a n t i a l l y  i n c r e a s e  t h e  c o s t  o f  t h e  RCC p ro g ram .  
F u l l  c o s t  a l l o c a t i o n  would be e x p e n s i v e ,  e s p e c i a l l y  d u r i n g  t h e  y e a r  
when i t  was imp lemen ted .  A p e rm an e n t  i n c r e m e n t  t o  t h e  C om m is s io n ' s  
b u d g e t  would be r e q u i r e d .  The Commiss ion  wou ld  f a c e  a new 
a d m i n i s t r a t i v e  bu rden  o f  s e t t i n g  i n d i v i d u a l  RCC r a t e s  and h a n d l i n g  
p r o t e s t s  t o  t h e  r a t e s .
One o f  t h e  key p r i n c i p l e s  g u i d i n g  t h e  d e v e l o p m e n t  o f  t h e  RCC was 
s i m p l i c i t y .  The Commiss ion h a s  b een  a b l e  t o  a b s o r b  t h e  o n go in g  
c o s t s  o f  t h e  RCC p rog ram  from i t s  e x i s t i n g  b u d g e t ,  b e c a u s e  t h e  
p rog ram  h a s  been k e p t  s im p l e  and w o r k a b l e .  Your r e c om m en d a t i o n  f o r  
f u r t h e r  r e f i n e m e n t  o f  t h e  RCC would  r e q u i r e  t h e  s t a t u t o r y  c ap  o f  
.61% o f  a d j u s t e d  g r o s s  r e v e n u e s  (AS 42.05.253(a)) t o  be s u b s t a n ­
t i a l l y  i n c r e a s e d .  3 asea  on y o u r  e s t i m a t e s  by u t i l i t y  t y p e  f o r  
p u r p o s e s  o f  d i s c u s s i o n ,  t h e  c u r r e n t  a u t h o r i z e d  b u d g e t  f o r  t h e  
Commiss ion  would r e q u i r e  i n c r e a s i n g  t h e  c ap  t o  .35% f o r  c e r t a i n  
u t i l i t y  ^.groups, a t  a minimum.
From t h e  p e r s p e c t i v e  o f  mos t  u t i l i t y  c u s t o m e r s  f a c i n g  a r e g u l a t o r y  
c o s t  c h a r g e  b i l l  of l e s s  t h a n  $20 p e r  y e a r ,  d i f f e r e n t  r a t e s  f o r  
d i f f e r e n t  u t i l i t y  t y p e s  would n o t  h a v e  a m e a s u r a b l e  e f f e c t  on t h e i r  
t o t a l  b i l l .
R e c o m m e n d a t io n  Mo. 2 A l a s k a  S t a t u t e  4 2 . 0 5 . 7 1 1  s h o u l d  b e  a m e n d e d  t o  
m a ke  i t  e a s i e r  f o r  u t i l i t y  c o n s u m e r s  t o  o o t  i n  o r  o u t  o f  
r e g u l a t i o n .

The Commiss ion a g r e e s  i n  p a r t .  S i n c e  t h e  l e g i s l a t u r e  r e a c h e d  a 
p o l i c y  c o n c l u s i o n  t h a t  sm a l l  u t i l i t i e s  o u g h t  t o  be  p i  ' i d e d  t h e  
s t a t u t o r y  o p t i o n  t o  d e r e g u l a t e  by m a j o r i t y  v o t e ,  _ t  seems 
a p p r o p r i a t e  t o  p e r i o d i c a l l y  a d j u s t  t h e  g r o s s  r e v e n u e  c u t o f f  l e v e l s  
t o  m a i n t a i n  t h i s  a s  a r e a l i s t i c  o p t i o n .  T h e s e  g r o s s  r e v e n u e  c u t o f f  
l e v e l s  h av e  n o t  been a d j u s t e d  s i n c e  t h e y  w e re  e n a c t e d  i n  1980.
I n c r e a s i n g  t h e  c u t - o f f  f rom $325,000 t o  .$500,000, f o r  examp le ,  
wou ld  a l l o w  t h e  members o f  n i n e  a d d i t i o n a l  e c o n o m i c a l l y  r e g u l a t e d  
e l e c t r i c  u t i l i t i e s  t o  d e c i d e  w h e t h e r  t o  v o t e  f o r  d e r e g u l a t i o n .  
They a r e  B e t t i e s ,  F a r  No r th ,  G u s t a v u s ,  Man ley ,  M id d le  Kuskokwim, 
N ap a k i a k ,  Northway, ?UI and T e l l e r .  M id d le  Kuskokwim i s  a l r e a d y  
e l i g i b l e  t o  v o t e  f o r  d e r e g u l a t i o n  a s  a c o o p e r a t i v e  u n d e r  AS 
42.05.711(h). A t t a c hm en t  ,?l l i s t s  e l e c t r i c  and  t e l e p h o n e  u t i l i t y  
g r o s s  r e v e n u e s .
The c u t - o f f  f o r  l o c a l  e x c h ang e  t e l e p h o n e  c o m p a n i e s  wou ld  h a v e  t o  be 
i n c r e a s e d  from $325,000 t o  a p p r o x im a t e l y  $350,000 i n  o r d e r  f o r  any 
o t h e r  u t i l i t y  t o  q u a l i f y  f o r  t h e  o p t i o n  o f  v o t i n g  t o  d e r e g u l a t e .
The Commiss ion  does  s u p p o r t  i n c r e a s e s  i n  t h e  c u t o f f  l e v e l s  i f  t h e r e
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i s  some c o m p e l l i n g  e v i d e n c e  c h a t  t h e  b e n e f i t s  o f  r e g u l a t i o n  a r e  n o t  
c om m en su r a te  w i t h  t h e  c o s t .  A l th o u g h  t h e  e n a c tm e n t  o f  t h e  RCC has  
q u a n t i f i e d  t h e  c o s t  s i d e ,  t h e  b e n e f i t s ,  a l t h o u g n  t a n g i b l e ,  a r e  
s t i l l  d i f f i c u l t  t o  q u a n t i f y .
Recommenda t ion  No. 3 APUC sh o u ld  e s t a b l i s h  a t im e k e e p i n g  sy s t em .
The Commiss ion  a g r e e s  t h a t  t h i s  r e c om m end a t io n  i s  w o r t h w h i l e  t o  
p u r s u e .  I f  a c c om p l i s h e d  f o r  i n t e r n a l  management p u r p o s e s ,  t h e  
s y s t em  c o u l d  be d e s i g n e d  r e l a t i v e l y  e c o n o m i c a l l y .  Hov/ever, i f  t h e  
s y s t em  i s  r e q u i r e d  t o  s e r v e  a s  t h e  b a s i s  f o r  b i l l i n g s ,  s u c h  a s  
t h o s e  recommended in  Recommendat ion #1, i t  wou ld  be s u b s t a n t i a l l y  
more c o s t l y .  In e i t h e r  c a s e  a f i s c a l  n o t e  wou ld  be  r e q u i r e d  t o  
c a r r y  o u t  t h i s  recommenda t ion .
Recommenda t ion  N’o. i APUC sh o u l d  c o n s i d e r  how t o  b e s t  e n s u r e  
com m is s io n  member a c c e s s  t o  a d e q u a t e  s t a f f  s u o o o r t  and  a d v i c e .
The Commiss ion  a g r e e s .
Commiss ion  s t a f f  become a p a r t y  t o  a p r o c e e d i n g  o n l y  when 
d e s i g n a t e d  t o  be so by Commiss ion o r d e r .  T h i s  d e c i s i o n  i s  
t y p i c a l l y  made by t h e  Comm is s io n e r s  i n  a d j u d i c a t o r y  s e s s i o n  soon  
a f t e r  a d o c k e t  i s  e s t a b l i s h e d .
The Commiss ion  i s  f a m i l i a r  w i t h  t h e  a l t e r n a t e  m ode l s  f o r  d e p lo ym en t  
o f  t h e  s t a f f  r e s o u r c e s  o u t l i n e d  i n  y o u r  r e p o r t  and  w i l l  c o n t i n u e  t o  
e n t e r t a i n  p o s s i b i l i t i e s  f o r  im p rovem en t .
The Commiss ion  b e l i e v e s  t h a t  a s i m p l i f i e d  method  o f  o b t a i n i n g  
c o u n s e l  t o  s u p p o r t  ehe Commiss ion u n d e r  c o n t r a c t  i s  n e e d e d  f o r  
c a s e s  w he re  t h e  a t t o r n e y  g e n e r a l  r e p r e s e n t s  s t a f f  a s  a p a r t y .  
E x te n d e d  p r o c u r em en t  p r o c e d u r e s  and  t h e  a p p r o v a l  o f  t h e  a t t o r n e y  
g e n e r a l  t o  s e l e c t e d  t h e  l e g a l  c o n t r a c t o r  b o t h  c o m p l i c a t e  t h i s  
p r o c e s s .
Recommenda t ion  No. z The APUC membe r ' s  t e rm s  o f  o f f i c e  s h o u l d  be 
s t a g g e r e d .
The Commiss ion  a g r e e s .  L e g i s l a t i o n  wou ld  be  r e q u i r e d  t o  a c c o m p l i s h  
t h i s  c h a n g e .
Thank you f o r  che o p p o r t u n i t y  t o  r e s p o n d .

Cha i rman
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No. 3 f ?
Bill Version : mb^To*'5 ^  
(hi) Publish Date: 2 /1 /9 3

vision Dale:
Ttie: 'An Art extending Tie Alaska Public Utilities Comm&sroo 

ind relating lo regulator/ cost charges.'_________________

Department Affected: Comm erne and Economic Development 
8flU: Alaska Puolic Utfrties Commission
Component

Socroor. House Labor and Commerce 
Requestor_____________________

ExpendtturteiRevenoee:

COMPONENT SERIAL NO. 364

(Thousands ol Dollars)

OPERATING EXPENDITURES FY 96 FY 97 FY 91 FY 99 FYOO FY 01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
IANO A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

2.616.9 2.770.3 2.947.0 3,135.0 3,335.0 3,547.8
53.6 56.7 60.4 642 68.3 727

947.8 1,003.3 1.067.4 1,135.5 1207.9 1.285.0
60.7 64.3 68.4 72.7 774 823
50.0 52.9 £6.3 59.9 63.7 57.8

TOTAL OPERATING 3,729.0' 3,947.5' 4,199.4' 4,467.3' 4.752J' 5.0S5J'

CAPITAL EXPENDCTURES

_______________________ i ________
CHANGE H  REVENUES ( )

'tip -
,-UND SOURCE (Thousands o1 Dottara)

1002 Federal Recapts
1003 GF Math
1004 GF
1005 GF/Program Recede
1006 GF/MHTTA 
Other

3.729.0 3.947.5 4,199.4 4.467.3 4,752.3 5.055.5

TOTAL 3,729.0’ 3,947J ’ 4,199.4^ 4.467J1 4,7523J 5,055.5’

Estimate ot curent year (FY 95) coefc S___
POSITIONS
FULL-TIME 42 43 43 44 45 46

PART-TIME
TEMPORARY 1

ANALYSIS: (Attach a separate page rf necessary.)

'Represents ongoing ccsa ol operations as proposed n FY 96 operating budget 
’Represents revenues from he regulatory cost charge mandated by Sections 1 and 3 ol HB 99.

Thts b4 extends tie if# ol the APUC unnl June 30,1999, and mandates the collection ol fees from regulated utilities and ppefine earners to cover 
its full authorized budget Earty passage is essential lo keep pubic utilities and ppeine regulation on trade Otherwise, the APUC will shut down 
June 30,1995.

Prepared by Robert A Lohr. Executive Director_______________________  Phone: 276-6222________________________________
vrson; Alaska Pudic Utilities Commission ^ ^  i Dale: 1/2S95 __________________________

Approved bv Commgscner 'iVdtem L  Hensiev Oate:
Agency Commerce and Economc Development
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For further dotnbutwn dormaboo cal he Governor's legislative Office
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SENATE COMM ITTEE REPORT 
First Committee of Refer .i

D A T E : 1 /2 5 /9 5

Date of 5-Day Notice: I A g /SS
(in a c c o rd a n c e  w ith  U n ifo rm  R u le  23 )

F U R T H E R : F in a n c e

D A T E  T U R N E D  3L 
IN T O  O F F JC E : /  $ I

L a b o r a n d  C o m m e rc e  C o m m itte e  c o n s id e re d  S B  47  

R e la tin g  to  th e  A la s k a  P u b lic  U tilit ie s  C o m m is s io n ; e fd .

and recommends:

| he replaced with 

| adopt previous

CS

CS

I attached amendment(s)

| adopt Letter of Intent by 

| further referral to the__

Senate Bill:
[ | same title 

.) [ I new title
House Bill:

) | | technical change 
i | new: SCR* ___

Committee

Committee
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