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President N e ses sr76 Executive Director

March 9 190

Honorable Bill Hudson
Chairman
House Ut|||tY Restructuring Committee

a

Jguneau R|aska s 50|

RE: Alaska Public Utilities Commission
Dear Rep, Hudson:

ls his letter is prom te? Pgmar eyHB &2which ﬂeals with extending the Alaska
U|IC Utilities Commiss our ears. 3/ou ave heard in my te tlmo
efore ourcommttee the TAdoes not Want t hec ssmn to enter| 0a“win
own” year. T pene Ve ¥ears 0 and It was ur enson}e omduery g
commi SI nan ou utomers h enefa
tene bot

n| atlons
su(?stanﬂa J] rease in eam unt O E? (m]
In L#stry and fne m|33|on evotet eir efforts toward that WOf rat er than to the

confusion of ™ wm own.’

Howgver the suns t review éProcess *ves US awelcome o ortum% to offer so

[sng%e fions for change within the structure tecgmm Sﬁ)n ESPOUSEa a
aralion Vocacy Sta HrS COUHSG totne

etween a
com |s lon. W}thm thatW]e current st ct re that has a zH)frso aﬂ dvocate on
0c etan esame |nd|V|duaIascounse on another docket lends Itse ?even

W|t out intent) to conflict with ex parte rules.

Aa re(é)mmends ﬁt there be an organizational separation wher dvoc
staff. unaer the direction otthe executive director, represent the Jnterest o ?\ %
atters before the omm|3f|on Comm|fron 5 acﬂpgemanaa}udlcatwe rt%ew&g%u'#w

ave acoess to professional advisory staff so they operty prepared
ISSUES presenteH by representatlves%?ln Ustry AT he scoracy St

resentl>i1 the c?mm|33| n has.authorization to Ire nine add|t|on Ie Io ee

%ot p State-hiring, freeze, the gosmons remain unf ed. AT sron

or the com |53|on ang r ﬁommends It 85 ne essa fo ompete
hstas Ina reasona ﬁtlme Furt ?rm e the ene C|z1r| so ane C|e

e utility customers: t atory Cost Char etp Ifurr sthe

same pe
commission. ATA aIsoab ?ngelg t?]at with fPﬁ a?fmg the cammission should implement
the separation of staff mentioned previously.



ther facet t Pat sho pb(e Included in the restruct urm |sade||neat|on fthe

gowers an es n3| t|esot hairman, CIearI |t 15 |m nttﬂ]gfregser\é%twe ess

o nomy o com ertovote lois/her m n|s e, lb
eco mi smg m| dmoreaccounta eW| the responsibility 0 ea ers Ip
pIaced In the hands o one Individua

design N |n |g attorney. pusiness and consumer (two seats

IS vdlua etoh 0fession I|n sre resente |53|on owe Br.

eEEWcla mcrease num ro esq naI st Y]ue may be
imination 0 exceptlona capa ecan ates WNOSe experience is

SF ﬁhee
n ano er

In summary, ATA proposes

Reauthorization of the APUC;

Clear segaraﬂon of advocac sta ffrom advisory staff,
Hmngt fill the nine vacant staff positions;
Delingation qfthe powers and duties ofthe Chairman:
Abolish requirement for designated seats.

. F|Q%Sy ATA questions the continued necessi ofc MISSIO seats e|n
ated as'e dB C r’} edl it

Than fortheo portunity to offerc mments on these Issues. Members ofthe
ATA are avalia/ ble to answ quesno S Or provi eassotance onall matters be oregh

commitiee.
Sincerely,

James Rowe
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CRRHUEBLLND &ALRY
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FIRST LEGISLATURE -FIRST SESSION
BY THE HOUSE SPECIAL COMMITTEE ON UTILITY RESTRUCTURING
Offered:
Referred:
Sponsors):  REPRESENTATIVE THERRIAULT
HR AN ACT ENTITLED
A At etating tre tamrdion ciie of tre Azl Rbdic Uiiies Grmsson
il e 3) 200 ad powdirg for an diedne che”

B [T BNACTED BY THE LEASLATLRE (F THE STATE CF AAXA

*Simn 1 As 4466010[3)(4) is amended to read:
(4 Alaska Public Utilities Commission (AS 4206010) — June Q) A

1999, o
* Sec. 2 This Act takes effect Immediately under AS 01.10070().

CSHB 62(URS)

New Text Underlined [DELETED TEXT BRACKETE)
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(SFRHIEERLLND B
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FRST LEGISLATURE -FIRST SESSION
BY THE HOUSE SPECIAL COMMITTEE ON UTILITY RESTRUCTURING
Offered:

Referred:
Sponsor(s):  REPRESENTATIVE THERRIAULT
A BLL
FCR A\ ACT ENTTTLED

1 A At iy oire pves ad dies of te dard te Asla Rilc
iities G gty te Emretion ciedtreﬁlada Ridic Ulites
Crmssay aul poddrg for an disthe cete”
BE [T BNACTED BY THE LEGSATURE CF THE STATE CF AAKA

*JAM 1 A 42050000) is amended to read:
() The governor shall designate one member of the C&HmISSIOH as dar
[CHAIRMAN] of the commission. This member shall serve as CTAl [CHA!
for a ter, fo years,.but may be appointed for 5uccess Ve ters., The
el fearTetEd Fems

r%ma anmEEM
AS 4206101(a) Js ane ed to read:
) The I 0? IFE commission shall establish for RTINS a

pr|n0|pal ofhce and branch offices necessary to discharge its businessefficiently. For
the convenience of the public or of parties to a proceeding, the commission may hold
megtings, hearings, or other proceedings at other locations.

CSHB 62(URS)

New Text Underlined [DELETED TET BRACETED)
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*Sec. 3 AS 4206111(p) is amended to read:

(b) The chair of the commission may employ temporary legal counsel for the
commission from time to time in proceedings before the commission in which the
attorney general is representing the public interest or a party before the commission.

*Sec. 4 AS 2200121 is amended to read:

Sec. 2206121 Employment of commission personnel, (@) The commission
may employ an executive director who shall have had at least five years of experience
In public utility management or regulation, law, accounting, engineering, or an allied
field. The executive director Is responsible for directing the administrative functions
of the commission and carrying out the policies as set by the commission. The chair
of the commission may employ engineers, hearing officers, administrative law judges
to the extent provided by AS 42061400), experts, clerks, accountants, and other
agents and assistants consicered [IT CONSIDERS] necessary. Employees and agents
of the commission who are not partially exempt under AS 332512) other than legal
counsel, are in the classified service under AS 3325100

(b) In addition to the [ITS] staff of regular employees, the chair of the
commission may contract for and engage the services of constitants and experts the
chair [COMMISSION] considers necessary.

*Sec. B AS 4466010[)(4) is amended to read:
(4 Alaska Public Utilities Commission (AS 4206010) —June Q)

2031999, -
*Sec. 6 This Act takes effect immediately under AS 0110070().

HB 62(UR . _2'
B Naw Text Underlined [CELETED TEXT BRACKETED)
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AMEND MENT

OFFERED IN THE HOUSE
TO: CSHB 62(URS). Draft Version “G"

% N lnL'?eenZ fYodowrltnggto ol of cnmssanes o e Asa Rdic Ulities

Qo

Page 1, following line 9
Insert a new bill section to read:
w302 AS 42(5(1%5 15 repealed and reenacted fo read:

2060 of CNIMSSABS The govemnor may remove a
commissioner from office only for inefficiency, neglect of duty, or misconduct in
office, or because the member, while serving on the commission, is convicted of a
misaemeanor for violating a statute or requlation related to public utilities or is
convicted of a felony. The governor shall deliver to the commissioner a copy of the
charges against the commissioner.  The commissioner shall have an opportunity to
present a defense in person or through counsel & a public hearing before the governor
or the governor's designee. The commissioner shall be informed of the hearing by
registered mail at least 10 days before the hearing date. At the hearing, the
commissioner may confront and cross-examine adverse witnesses. Upon removal of
the commissioner, the findings and a complete statement of all charges made against
the commissioner shall be filed in the Office of the Lieutenant Governor."

Renumber the following hill sections accordingly.
Page 2 following line 2L

Insert a new Dill section to read:
w30 7 The provisions of AS 4206035 repealed and reenacted by sec. 2of this Act,

RRERB B BRBRERBRBEREBoom-wo s~

-1*



1-LS0327XG. 1

1 apply to a member of the Alaska Public Utilities Commissionserving on the effective date
2 of this Act. This Act is intended to extinguish any existing right of asittingcommissioner
3 o the removal procedure specified in former AS 420603

4 Renumber the following hill section accordingly.
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3/15/99

AMENDMENT

OFFERED IN THE HOUSE
TO: CSHB 62(URS), Draft Version "G'

1 Page 1 line 2 following
2 Insert ‘refating to removal of commissioners of the Alaska Public Utilities
3 Commission;"

Page 1 following line 9
Insert a new hill section to read
"* Sec. 2 AS 4206035 isrepealed andreenacted to read:

Sec. 42206035 Removal of commissioners. The governor may remove a
commissioner from office only for neglect of duty, misconduct in office, or because
the member, while serving on the commission, is convicted of a misdemeanor for
violating a statute or regulation related to public utilities or is * nvicted of a felony.
The governor shall deliver to the commissioner a copy of the charges against the
commissioner. The commissioner shall have an opportunity to present a defense in
person or through counsel at a public hearing before the governor or the governor’s
designee.  The commissioner shall be informed of the hearing by registered mail at
least days before the hearing date. At the hearing, the commissioner may confront
and cross-examine acverse witnesses.  Upon removal of the commissioner, the
findings and a complete statement of all charges made against the commissioner shall
be filed in the office of the lieutenant governor.”

Renumber the following hill sections accordingly.
Page 2 following line 21

Insert a new hill section to read:
"* Sec. 7. The provisions of AS4206035 repealedand reenacted by sec. 20f this Act,

RS B BRBERERBSBEBOLw~ ool &

-
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apply to a member of the Alaska Public Utilities Commission serving on the effective date
of this Act. This Act i intended to extinguish any existing right of a sitting commissioner
to the removal procedure specified in former AS 420603

Renumber the following bill section accordingly.



March 17,1999

HB 62 APUC Sunset

HB 62

Sponsor Statement

Fiscal note 2pages

CSHB 62URS, (version H) tighttitle, 2year sunset till 2001
CSHB 62URS, (version G) amended strong chair

HB 62 amend (version G.1) removal of commissioners

HB 62 amend (version G.2) removal of commissioners change
Testimony of Tim Cook

Testimony of Randy Harshman

ATA A new structure white paper



HOUSE BILL NO. 62

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE -FIRST SESSION

BY REPRESENTATIVE THERRIAULT

Introduced: 1/22/99 _ N _
Referred: House Special Committee on Utility Restructuring, Labor and Commerce

A BILL
FOR AN ACT ENTITLED
"An Act relating to the Alaska Public Utilities Commission; and providing for an
effective date."

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

* Section 1 AS 4466010@)(4) is amended to read:
(4 Alaska Public Utilities Commission (AS 4206010 — June 30 208
[ 19001
*Sec. 2 This Act takes effect immediately under AS 0L10070().

HB0062n

Saw Texc Underlined [ﬁETED TEXT ERAOKETED) B 62



NioaMatinez TmCook 3 103133604 (0a14% ~ 01L25PM DU

Tim.Cook (907) 2766222

Alaska Public Utilities Commission

March 12, 1999

Representative Bill Hudson,

Both Commissioner Alyce llanley and myself are astounded with the direction
that HB 62 reauthorizing the Public Utilities Commission has taken. The proposed
amendment deleting the requirement for legislative consent to remove a
Commissioner is an unconscionable abdication of legislative authority. It will
absolutely politize the Commission, and is simply bad politics. Why would a
Republican Legislature empower a Democrat Governor to remove members
from a Commission, the majority of whom are Republicans?! The reasons that |
have heard are that there is squabbling and inefficiency, and that one
Commissioner has serious legal problems. The squabbling and inefficiency is
because we have a Chair who was appointed by a Democrat Governor, and an
Executive Director who is a political cronie of the Governor. They disregard the
will of the Commission if it doesn’t fit their political agenda or their own selfish
interests. As for Omquist and his legal problems, this is a serious situation, but
there arc provisions that provide for removal, and besides, he has pledged to
resign if he is convicted.

The solution to making the APUC run more efficiently is to have a chair who
rellects the majority will of the Commission rather than one who promotes his
own self interest. This can be accomplished by supporting the amendment offered
by Rep. Rokeberg to change AS 42.05.020 from “the GOVERNOR shall
designate one member of the commission as chairman...” to “ the COMMISSION
shall designate one member of the commission as chairman ...” | have spoken
with Pam Finely at legislative legal counsel regarding the legality of the
amendment, after brief review, she saw no constitutional or legal impediments.

The party in power needs to promote and empower people of like philosophy. To
abdicate power to those of another p;irty is contrary to the principles of the
representative electorial process. In this particular case, if the Commission is
allowed to appoint its own Chair, it is likely that since a majority of the
Commissioners are Republicans that the Commission would appoint a Chair that
rellects the republican philosophy. Please support this amendment.

Tim Cook, Commissioner

I When Knowles tried to remove me from the Commission, he counted on
the legislature not intervening, and that | could not afford the legal fees. If the
law is changed, Knowles will come after anyone that disagrees with him, because
the legislature will have no basis for intervention, and the legal fees will be even
greater because the standard is less clear.
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Rancly J . Horshman

1200 Southampton

Anchorage Ak. 99503
Dear State House Representative;

Currently before you is HB 62, This bill is important to Alaskans all
over the State, particularly now that we have the largest Utility buy
out chat we have ever experienced. | would like to go on record opposing
elimination, or reduction to the commission size. Although there may be
a need for stronger leadership and possibly oversight by the
Legislature.

Unfortunately a majority of our Public Utilities have been sold to one
major group and without yom- direct intervention this will likely
balloon into a larger fiasco. I"m sending some more information for your
consideration on this subject. Last week you may have received a plea
from me to change the way the APOC 1is structured. Don"t confuse the two
organizations but they seem to have some common ground in protecting the
public from abusive or manipulative individuals or groups.

Perhaps the ultimate answers also lay in the same arena. The Judicial
branch of Government may be more apt to handle these issues, 0s chey
aren X controlled by elected officials, who may be prone to outside
influence.

Please don"t take this personal, os I'm aware you too are elected but my
personal experience dictates that political influence doesn"t
necessarily help to protect the public from people or groups with large
sums of cosh.

Look at the example information provided, 1i.e. response to APOC
investigation, letters to US Attorney (Robert Bundy) and APUC chairman
(Sam Cotton). This kind of behavior can®"t continue or it may very well
erode public trust in ail Government.

sincerely RANDY J HARSHMAN



THE .ALASKA PUBLIC UTILITIES COMMISSION

A New Structure

In the coTrse ofthe sunset review of the Alaska Public Utilities Commission (APUC?), two facts
became clear:  There s a continuing need for the existence ofthe Commission and there Is a need
0 change the manner In which it operates.  This white paper will discuss the APUC's mission and
It's organizational Structure.

Mission;

There is a need to focus on the mission statement ofthe APUC as Iﬁid out jn statute. There are
two baslg]c functions o.b%,f,erve? Rythq.APUC. One s to protect the punlic interest; the other to
assure the continued viability of the utilities.

In the case of the former, the APUC should have the mandate of assuring that utility rates are
Just, fair, and reasonanle. In,tne PrOCess oJcar Ing ouths mn ate, they myst determine
Individual ¢ Rybasm. To do so, the

%pro#gﬁte rate of return, either on an Industry oran in ompan r¥
Slbasee etermmagoH ofthe costs of provicling service. establish what Is used and useful
rate base and be assured t B

al management practices are prudent.

The latter function is equally important. . If utilities are not financially viable, then service will be
eroded and If ca.rnﬁd 0 F]ﬁ absLird, service could become unavailablé. It 1s inthe public interest
0 protect the viability orthe wtilities.

As the APUC carries out these two ancnons, it must be minaful of the aepprognate ECONOMes.
TheX myst. In other words, accomplish these two mandates by use of the most efficient and
economical means possible Lo assur tBat the cost ofreﬁulatm 15 n_?_t_a n}ajor contn?uto[]to the
cost of service. _[t's In neither the public mtereFt nor that ofthe utilities for the staft ofthe APUC
0 enr%a%e the util lmap 0ceedin ,gne cost ofwhich s ten to twenty times more than the cost
Or rate In question within'that proceeding,

Structure:

There is a need to address the structure of the AﬁUC using th%,Federal Com[nuniczﬁions
(%Rmmmon FCC) & a madel. Restructunnq,t e APUC Inthis manner will provige for amore
efficient operation‘and eliminate certain inequities which now exist

The current structure of the Commission has staff moving back and forth in two roles. Onthe
one hand, the are often party to gockets, re resentmg thé E)ubhc Interest. - Onthe other hand, they
Serve In gn advisory capacity to the %mgwl sion. T %the ituation mho context, the
Commission Serves as a uas Bu iclal, o%. Allowing the staffto move back and forth as hoth
party to and advisors to the Commission In the same docket Is much the same as allowing erther



the plaintiff or defendant in a legal proceeding to advise the udge on his final decision, rather than
just%resenting evt|dence for%]egrecgrg. : Jueg

Utllizing the FCC modl, that portion of the staff designated as representative ofthe public
mterest%vould e esta%ﬁshed sggar,ate.?rom the Comrr%ssmn |tse|?.p Tins "Staf?]wou% SeIve
Under the dwecHon of the commigsion's executive director and would be party to d%ckets s
apg,ropnate. Thelr participation In dockets would be as an autonomous party andi]e'y would be
a% egttsto the same rules regarding ex parte contact with the Commission as are other parties to

The commissioners, on the other hand, should have personal staff, as well as their own counsel, to
assist them In research, writing oraers and, in general, filling an advisory role.

As commissioners serve in the role of]rt]ques, they should not aunch investigations, or open
dockets on thelr own motion.  They shoglld not iSsue notices of nquiry or engage in writing
requlations. - These functions should be the sole purview of " Staff",

The designated seats concept should be eliminated.  The designated seats %accountant legal anu
engineerin ongmated inthe early days of statehood when the Commission was a part tie body
with no stait, [y those days, it was n ce?sar,}/ 0 h%veanen ineer. a lawyer and an‘accountant on
the Commission because they had no staffwith such expertise.  The two'consumer seafs were
adoed In the mid seven,ﬂfs I the mlftaken belief that rthe fhree assigned seats were charged with
e resentm% their special vocational Interests. . The fact Is that the commissions must te neutral
%O%es and Should not be repres ntmgan _sPeuaI Interest ﬂrou. Under the structure /tlined
: ? Séaff woul r,eE,resentte blic interest. To furthe %mphasue, the separatior} of
Staft and the Copmission, it must be clearly understood that the executive director will be in
charge of the "Staft”.  The "'Staff positions must be designated s exempt to allow the hiring of
truly qualifiedpeople in these positions, who can be held accountablefor the quality ofwork

they produce.

Doing away with the assigned seats on the Commission will also require Ianguage to, make it_clear
that candidates for the Commission must be professional with some knowledge of utilities. . There
must also e a restriction which allows no more than one commissioner from"anyone vocation.

Included here are examples of organizational StrUCHUES...........vvervreen

Current Operating Authority:

As afinal note, one other amendment to current statute is proposed.  AS 42 (0B 141(1) must be
amended t?, %ﬁmmate the Ian%uage ’ %F OWErs oy e m#nssmn snall el %ralll& nstrued
to accomplish I£s stated purpos hecome one ofthe most 0ovIoUS harrlers In

™ This Janquace h .
reﬁtm t0 the Commission. T%e,commm nergs an%]sthe stafthave yseq this language to offer
diering Interpretations of requlations and statute on a case by case basis.



The phrase has glso allowed the omm|s?|on Jo state that it does not set precedent. BotrHJunty
management angl the general public are placed In a precarious Situation whnen they are unable to
rely on past decisions of the Commission to determing proper conduct in relatiort to any particular
Isstle because the Commission feels free to develop differing interpretations to similar conditions

onacasgb case hasis. . As a quasi judicial body, the Conimission must be held accountable to
ItS own decisions and Interpretation.



Component: APUC Operations
BRU: Alaska Public Utilities Commission

71000 Personal Services

72000 Travel

73000 Contractual
74000 Supplies
75000 Equipment
76000 Land/Buildings
77000 Grants, Claims
70000 Miscellaneous

Funding Sources :

1110 APUC Rcpls

Positions :
Permanent Full Time
Permanent Pari Time
Non Permanent

Totals

FY1990 Actuals

2,620.2
513
1.084 3
71.9
162

0.0
00

3,051.9

3,051.9

oo

FY1999 ABS
Conference

Committee

2.039.9
35.0
1,525.2
62.5
13.0
0.0

00

0.0

4,476.4

4,476.4

o

Component Dotajj
Department of Commerce and Economic Development

FY1999 Authorized

2,050.0
350
1,961.4
625
130
00

0.0

00

4,923.5

49235

oo

State ol Alaska

FY2000 Adjusted

3.287.0
350

1.600.0
62.5
13

4,999.2

4,000.2

FY2000 Governor

3,207 0
35 0
1.300 0
625

4,699.2

4.600 2

8

FY1999 Autlioilied Vs FY2000
Govemor

436 2 15 3%

00 0 0%
060 5 -33 7%

no 0.0%

0 0o
2243 -4.6%
2243 -4 6%

B B



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 62

1999 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction) Dept Affected

Title Alaska Public Utilities Commission 'BRU AK Public Utilities Commission
Component APUC Operations

Sponsor Rep. Themautt

Requester Com.on Util. Restructunng, Labor & Commerce Component Senal No. 346

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005

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 EXPENDITURES
CHANGE IN REVENUES ( )

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other 1110 APUC Rects 0.0 c.0 0.0 0.0 0.0 0.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY99) cost: (D

POSITIONS

Full-time 0 0 0 0 0

Part-time 0 0 0 0 0

Temporary 0 0 0 0 0

ANALYSIS: (Attach a separata page rfnecessary)

The zero fiscal note, has attached to it the summary of the Governor’s FY2000 request for the Commission of $4699.2
The Commission anticipates this level of funding would continue from FY 01-FY 05, in the event that the Commission's

sunset date is extended.

Prepared by Phone  263-2112
Division APUC Date/Time 2/11/99 3:51 PM
Approved by Commissioner Date

Agency

PREPARER TO PROVIDE ALL DISTRIBUTIONGOPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further dislnbution Ir/omurtioa. he Governor's Legislative Office 2
of

(Rev 10/B)Vifrform »/0UB Page_1 L



Alaska ~tatf "legislature While in >cvion

GENE THERRIAULT ey
''9 N.Cusnman.Sui;e 101 (907)J6_5—479”
AairDanxs' . Alaska 99701 cax: (907) 465-5684
(907) 488-0857
ax: (9071 488-4271 |Mnuse (©f 3aepresentat”|es House District 52
House Bill 62 “An Act relatm tq the A(ﬁska Pthc
Uplmes ission; and providing for an
efrective date
Sponsor Representative Gene Therrial

Sponsor Statement

Urd [ and 4206, the Alaska Public Ut|||t|e? Commission requlates publlc
H |t|es Ycert In ciual [fied provigers o putgrc tility and pipeline ?rvl es. [t1s
esigneql to ens utilities row e safe and a equ { SevICes an %tles at

[eas a le rates. The five-member onlm|33|on da 0 etermines the eh%\ ty and the
Kr k 43 A%I our support for electric utilities under the Power Cost Equalization program

The Alaska Public Utilities Commission |s et to expire June ]999 nder AS
Term|nat|on of stategtﬁjg comm SIQPS Iﬂﬁe ature d(fes not act

exten sion, It wouldl have one. year, until June t0 conclude 1ts
C}faws HouseB éwnl’exten Commission ?or another four years.

The tnle has |nt?nt|onall n left broad gnou%h to allow leeway for discussion of |

3)6(}’5%%(;'33”650 concern that have arisen during the past four years of the Commission's

Email: ReDresentative_Gene_Thernauit@ legis.state.ak.us


mailto:ReDresentative_Gene_Thernauit@legis.state.ak.us

Alaska .State ~legislature it in o
REPRESENTATIVE q\]hlj%c:
GENE THERRIAULT L
9 NM alijsnngmAadncreSé;S\te '01 %CZE
iroar.KS Alaska 99701 Ix tRGT 4
i€uuse (Of Haefircscrttuiifres louse 'S
House Bill 62 “An Act rglatm .to the Alélska Ptébhc
Upnes lission; and providing for an
eftective date.”
Sponsor Representative Gene Therriau

Sponsor Statement

Urdr 842(Band42 theAIasha Pulfhc Ut|I|t|ef Commission regulates publlc
H |t|es cert| ualified prow IS0 putgrc tility and pipeling ?rvlfes It
esigne oensu ta utilities row e safe and adequete servi esan a|t|es
[eas ?a e rates. The five-memioer. Commission

odetermmest ee|%\ ity and the
Fgrs khgvzv%t our support for electric utilities under the Power Cost Equalization proeram

The Alaska Pubhc Ut|||t|es Commission |s et to expire June ‘}?e 19]9 nder AS

erm|nat|on 0 stateqah comm| SIQS I ature d(feS not act
%exten jssio), it woa%1 a/e One year, ?nu June to conclude Its
affairs House B I'&2will extend the Commission for another four years.

The t|t’e has |nt ntionally peen left broad enou%h o allow Ieewa for discussion of

g()e(\l/s%%cgsueso concert that have arisen during the past four ye r$ of the Commission's
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 62

1999 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) Dept Affected

Title Alaska Public Utilities Comniission ‘bru AK Pulic Utilities Commission
Component  APUC Operations

Sponsor Rep. Themault _

Requester Com.on Util. Restructuring. Labor & Commerce Component Senal No. 346

Expenditures/Revepues _ _ _ (ThOUS&ﬂdS Of DO”&I’S)
Note: Amounts do not include inflation unless otherwise noted helow
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005

Personal Services
Travel

Contractual
Supplies
Equipment

Land & Structures
Grants &Claims

Miscellaneous
TOTAL OPERATING 00 00 00 00 00 00

CAPITAL EXPENDITURES
CHANGE IN REVENUES (

1002 Federal Receipts
1003 GF Match

1004 GF _
1005 GF/Program Receipts
1037 GF/Mental Health

Other 1110 APUC Repts 00 00 00 00 00 00
TOTAL Q0 00 00 00 00 00

Estimate of any current year (FY99) cost: 00

POSITIONS

Full-time 0 0 0 0 0 0

Part-time 0 0 0 0 0 0

Temporary 0 0 0 0 0 0

ANALYSIS: (Attach a separate page ifnecessary)

The zero fiscal note, has attached to it the summary of the Governor's FY2000 request for the Commission of 54699.2
The Commission anticipates this level of funding would continue from FY O1-FY 05. in the event that the Commission's

sunset date is «xtended.

Prepared b Phone  263-2112

[eparea y
Division APUC Date/Time 2/11/99 351 PM
Approved by Commissioner Date
Agency

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE

For funher distnbution Wormalion, catf the Governor's Legislative Office
(Rtv 1091 9fmOMDVOUB Page 1 of _2_



Component Detail

Department of Commerce and Economic Development

Component: APUC Operations
BRU: Alaska Public Utilities Commission

FY1998 Actuals FY1999 ABS FY1999 Authorized ~ FY2000 Adjusted ~ FY2000 Governor FY1999 Authorized Vs FY2000

Conference Governor

Commit cc
71000 Personal Services 2,020.2 2.030.9 2,050.0 3,207.0 3,207 0 23B2  153%
72000 Travel 013 350 35 0 350 35 1) 00 on%
73000 Contractual 1,00-1 3 15252 19011 1,000 9 1,3009 MO ft 33 /%
7-1000 Supplies 719 02.5 625 62.5 025 00  00%
75000 Equipment 1fi 2 1 13 1 130 00 00%
7G000 Land/Buildings 0.0 00 00 00%
77000 Grants, Claims 0.0 00 00 00%
70000 Miscellaneous 00 00 DO 00%

Totals 3,051.9 11764 49235 4,999.2 4,699 2 . )

Funding Sources : I A
1110 APUC Repls 3,0510 4.476.4 49235 4,999 2 %1 699 2 243 -46%
Positions :
Permanent Full Time -16 4 4 5 55 0
Permanent Pari Time 0 @ b b 0 ?) 1?)80//3
Non Permanent 0 0 Q n 0 00%

slate 0f Alaska

pan" Il ruin - n(riin E O R I |
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Cramer
2/26/99
OFFERED IN THE HOUSE BY
0. HB & UTILITY RESTRUCTURING COMMITTEE

Page 1, following line 3
Insert new Dill sections to read:
"* Section 1 AS 4206020() is amended to read:

() The governor shall designate one member of the commission & chair
[CHAIRMAN] of the commission. This member shall serve as chair [CHAIRMAN]
for a term of four years, but may be appointed for successive terms. The chair is
responsible for f >administration of the commission and commission employees,

*Sec. 2 AS 4206101(g) is amended to read:

() The chair of the commission shall establish for the commission a
principal office and branch offices necessary to discharge its business efficiently. For
the convenience of the public or of parties to a proceeding, the commission may hold
meetings, hearings, or other proceedings at other locations.

*Sec. 3 AS 4206111(1) is amended to read:

(b) The chair of the commission may employ temporary legal counsel for the
commission from time to time in proceedings before the commission in which the
attorney general is representing the public interest or a party before the commission.

*Sec. 4 AS 2200121 is amended to read:

Sec. 2206121 Employment of commission personnel, (&) The chair of

, fhe- commission may employ an executive director of the commissjon.  The
execiitive/director [WHOJ shall have had at least five years of experience in public
utility management or regulation, law, accounting, engineering, or an allied field. The
executive director is responsible for directing the administiative functions of the
commission and carrying out the policies as set by the commission. The chair of the
commission may employ engineers, hearing officers, administrative law judges to the
extent provided by AS 4206140(0), experts, clerks, accountants, and other agents and

°]-
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assistants considered [IT CONSIDERS] necessary. Employees and agents of the
commission who are not partially exempt under AS 39.25.120,other than legal
counsel, are in the classified service under AS 39.25.100.

(b) In addition to the [ITS] staff of regular employees, the chair of the
commission may contract for and engage the services of consultantsand experts the

chair [COMMISSION] considers necessary."
Page 1, line 4:
Delete "Section 1"

Insert "Sec. 5"

Renumber the following bill section accordingly.
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Cramer
3l9/99
AMEND MENT
OFFERED IN THE HOUSE
TO: HB 62
1 Page I following line 3:
2 Insert a new bill section to read:
3 suction 1. AS 42.0f5.035 is amended to lead
4 See. 42.05.035. Removal of commissioners. The governor may remove a
5 commissioner fromoffice  for CAUSE [BY AND WITH THE CONSENT 077 A
6 MAJORITY OF THELEGISLATURE].™

7 Page 1. line 4:
8 Delete "Section 1"

9 Insert "Sec. 2~

10  Renumber the following bill section accordingly.
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*Sec. . AS 42.05.035 is repealed and re-enacted to read:

Sec. 42.05.035. Removal of Commissioners. The governor may only remove a
commissioner from office for inefficiency, neglect of duty, or misconduct in office, or because
the member while serving on the commission isconvicted of a misdemeanor for violating a
statute or regulation related to public utilities or of a felony. A copy of the charges shall be
delivered to the commissioner inwriting. The commissioner shall have an opportunity to be
heard in person or through counsel at a public hearing before the governor or a designee upon at
least 10 days notice by registered mail. The commissioner may confront and cross-examine
adverse witnesses. Upon removal, the governor or a designee shall file in the proper state office
the findings and a complete statement of all charges made against the commissioner.

*Sec. . In accordance with AS 01.10.100(a), the repeal and re-enactment of AS 42.05.035
enacted in sec. of this Act applies to a commissioner of the Alaska Public Utilities Commission
appointed before the effective date of this Act and is intended to extinguish any existing right of
a sitting commissioner to the removal procedure specified in former AS 42.05.035.
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TONYKNOWLES, GOVERNOR

1016 WEST SIXTH AVENUE, SUITE 400
ANCHORAGE, ALASKA 99501-1963
PHONE; (907) 276-6222

FAX; (907) 276-0160

TTY; (907) 276-4533

FtB 16 jggg

The Honorable Bill Hudson
Alaska House of Representatives
Room 108

State Capitol

Juneau, Alaska 99801-1182

Dear Representative Hudson:

I am pleased to send you the Alaska Public Utilities Commission”s
Annual Report to the Legislature for Fiscal Year 1998. This report
summarizes the Commission®"s significant issues and programs for the
fiscal year that ended June 30, 1998.

Shortly after the publication of this 1998 annual vreport, the

detailed financial statistics on the public utilities and pipelines
operating in the state will be available at the APUC"s web site,

(http://www.state._ak.us/apuc).

On behalf cf the Commission, 1 hope that you will find the report
to be wuseful and informative. IfT you have any questions or
comments, please do not hesitate to contact me.

Sincerely,

ALASKA PUBLIC UTILITIES COMMISSION

G ztzi

Sam Cotten
Chairman

Enclosure


http://www.state.ak.us/apuc




Al iska Public Utilities Commission
1016 West Sixth Avenue, Suite 400
Anchorage, Alaska 99501-1963

telephone: (907) 276-6222
fax: (907) 276-0160
TTY: (907) 276-1533
web site: http://www.statc.ak.us/apuc

FY98 statistical data will be available at APL'C’s web site shortly after
the release ofthis printeil volume.


http://www.statc.ak.us/apuc

TONY KNOWLES, GOVERNOR

10)6 WEST SIXTH AVENUE SUITE 400

DEPARTMENT OF COMMERCE AND / ANCHORAGE, ALASKA. geslt-1963
ECONOMIC DEVELOPMENT Ax. (007 2754160

ALASKA PUBLIC UTILITIES COMMISSION T (807 2ro-4%8

February 5, 1999
Honorable Brian Porter
Speaker of the House
and

Honorable Drue Pearce
President of the Senate

Dear Speaker Porter and President Pearce:

On behalf of the Alaska Public Utilities Commission, we are pleased to submit to
the Alaska State Legislature the Twenty-ninth Annual Report of the Alaska Public
Utilities Commission, covering the fiscal year ending June 30, 1996. This is
filed pursuant to AS 42.05.211 and AS 42.06.220.

Respectfully yours,

ALASKA PUBLIC UTILITIES COMMISSION
Chairman
Commissioner
Commissioner e
Commissioner

Commissioner
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Mission statement

The Alaska Public Utilities Commission (APUC) protects and promotes the public interest
by certificating and economically regulating only qualified public utilities and pipeline carriers.
It oversees the availability, affordability and quality of the utility services that are essential to

Alaska's economic development.

The Commission does this by making timely decisions that balance the competing inter-
ests of various parties fairly, while keeping red tape to a minimum.
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The Commissioners ofthe Al aska

Public Utilities Commission

Chairman Cotten (center) is flanked (left to right) by Commissioners Posey, Hanley, Ornquist and Cook
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Message from the Chairman

The utility industries in Alaska and throughout the country are in a period of major
change. Major events such as the passage of the Telecommunications Act of 1996. the several
proposed pieces of federal legislation dealing with electric industry restructuring along with
the restructuring experiences and experiments of states like California have combined to

make industry and regulators think in new terms.

We are breaking new ground in Alaska when it comes to competition in the telephone
business. In addition to competition, the ownership of the majority of the local phone lines in
our state have changed hands or are posed to do so. The APUC has seen a huge increase in
filings dealing with disputes, new offerings and transfer of certificate applications. The Com-
mission has also found it necessary to write new regulations to deal with the new competitive
environment as opposed to the monopoly system under which we have been operating since

before statehood.

The APUC has been working closely with the State Legislature on many issues, most
recently jointly awarding a contract for a study of electricity restructuring in Alaska. The
Commission continues to offer its expertise as a resource to the Legislature.

The Alaska Public Utilities Commission has taken steps to improve its ability to deal with
a workload that has doubled over the past five years. In addition to adding to our professional
staff, the commission is putting more emphasis on training and is improving efficiency
through a move toward electronic filing and other technology enhanced operations.

The consumer protection division of the Commission is one of our busiest and most
important. Our consumer specialists report 706 consumer complaints, a 23 percent increase
over the previous year. As one of the few consumer response sections in state government, we
feel it is essential to have more resources in this area.

The number of changes in the utility and pipeline industries in Alaska and the resulting
challenges presented to the Commission continue to grow. We are committed to meeting

those challenges.

Sincerely,

Sam Cotten
Chairman
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Biographies

Sam Cotter*,
Chairman

Commissioner Sam Cotten was appointed by Gov. Tony Knowles
on November 13. 1995. and appointed as Chair on August 12. 1996.
Chairman Cottens term ends on March 1. 1999.

Mr. Cotten owns and operates a commercial salmon seining
business in lower Cook Inlet. A former Speaker of the House of
Representatives and State Senator, Sam Cotten served 16 years in the
Alaska State Legislature. Other public and community service has
included a position as Commissioner of the Anchorage Planning and
Zoning Commission. Chugiak-Eagle River Chamber of Commerce
Board of Directors. Anchorage Ski Club Board of Directors, and Harry
J. McDonald Memorial Center. Board of Directors. Mr. Cotten served
in the U.S. Navy from 1965 through 1969. including two tours of duty
in Viet Nam. Mr. Cotten and his wife Martha T. Cotten. M.D. have two
sons. Sammy and Gus. and reside in Eagle River and Halibut Cove.

On November 1. 1993, Gov. Walter Hiclcel appointed Commis-
sioner Alyce Hanley to one of the consumer seats of the APUC. with a
term expiring March 1. 2000.

Mrs. Hanley served as Representative in the Alaska State Legisla-
ture from 1985 through 1991. She was a member of the Anchorage
School Board from 1981 through 1984. In Anchorage. Mrs. Hanley

has been a volunteer in numerous organizations. She was serving as
a member of the Executive Clemency Commission and the Americans
with Disabilities Act Advisory Commission at the time of her appoint-
ment. She is a member of the National Association of Regulatory
Utility Commissioners Committee on Water.

The Hanleys. Monte and Alyce. and their five sons moved to
Anchorage's Sand Lake area in 1971. Alaska continues to be home
for the entire family which now includes four daughters-in-law and

six grandchildren.

Alyce A. Hanley,
Commissioner
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Biographies (continued)

Dwight Ornquist was appointed to the APUC by Gov. Walter
Hickel in October 1993. Commissioner Ornquist holds the engineer-
ing seat on the Commission until his term expires on March 1. 2000.
Commissioner Ornquist is an Information Systems Engineer and
has been designing, developing and implementing information and
communication systems since 1975 when he graduated from the
Alexandria Technical Institute in Minnesota with a degree in Com-
puter Science. That same year Mr. Ornquist moved to Anchorage,
Alaska. In 1978 he married Gena, a high school English teacher he
met in Alaska. In 1985 they moved to Palmer where they currently
reside with their four children. Micah (18), Danielle (15), Jeremiah (13)
and Christopher (13).
Commissioner Ornquist is a member of the National Association
of Regulatory Utility Commissioners (NARUC). the Institute of Electri- Dwight D. Ornquist
cal and Electronic Engineers (IEEE), the Alaska Department of Educa- Commissioner
tion Technology Task Force, and is the Vice Chairman of the NARUC
Finance and Technology Committee. He also serves on the adjunct
faculty of the University of Alaska/Mat Su. and works very closely with the NARUC Staff
Subcommittee on Computers promoting agency automation. He is a leader in actively promot-
ing utility competition, in a manner that will benefit consumers, when and where possible.

Tim Cook was appointed to the APUC in 1994. His appointment
was the subject of a balance of powers debate regarding the confirma-
tion authority of the Alaska Legislature. In August 1996, the Alaska
Supreme Court ruled unanimously in favor of Mr. Cook and returned
him to the \PUC. His term expires on March 1. 2001.

Mr. Cook came to the APUC after serving as the Associate Direc-
tor of the State of Alaska's Washington. D.C. office. While in Wash-
ington. Mr. Cook was responsible for developing and advocating State
policy on environmental, fisheries, telecommunications, and energy
issues. This position required Mr. Cook to develop close working
relationships with the Alaska Congressional delegation, other mem-
bers of Congress, and with the Executive departments.

During his tenure on the APUC. Commissioner Cook has been

Tim Cook veiy active in telecommunication deregulation and competition issues.
Commissioner He continues to be a strong advocate of Universal Service and com-
munications parity with the lower 48 states. Because of his
Interest in telecommunications he was appointed to chair the Tele-
communications Committee of the Western Conference of Public Sendee Commissioners.

Mr. Cook is a licensed attorney. He has passed the Bar in both Texas and Alaska, and is
eligible for admission in a number of other districts. He is an active member of the Bar and is
involved with several professional organizations. He has also worked as an engineer on the
North Slope of Alaska.

Mr. Cook worked his way through law school commercial fishing and continues to be
active in that industry. His formal education includes an earned Juris Doctorate, Masters of
Business Administration degree, and double Bachelors Degrees.

Tim is an active sportsman and pilot. He lives in Wasilla and is an 18-vear resident of
Alaska. He speaks fluent Spanish, and has extensive experience living in remote and cultur-
ally diverse areas. His wife. Dr. Alicia Martinez is a nationally recognized leader in bilingual/
bicultural education. She has been a professor at George Washington University and the

University of Houston.
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Biographies (continued)

James M. Posey,
Commissioner

Commissioner James M. Posey was appointed to the consumer
seat of the Commission on January 21. 1997. Prior tojoining the
Alaska Public Utilities Commission, he worked for the Municipality of
Anchorage as the manager of the Building Safety Division. Depart-
ment of Public Works. Mr. Posey retired from ARCO Alaska, Inc. in
1995 after working more than twenty years in the oil and gas industry
as Land Manager. Issues Advocacy Manager, and Attorney.

He is a 19-year resident of Alaska and has been active in several
community organizations. He has served on the boards for Anchorage
Center for Families and Junior Achievement of Alaska. Mr. Posey is a
founding member of the American Association of Blacks In Energy
and currently serves on the board for Anchorage Youth Court. He
served as the President of the Bayshore/Klatt Community Council for
several vears and is a member of the Anchorage Downtown Rotary
Club.

In 1975, Mr. Posey graduated from the University of Kansas
School of Law. In 1972, he graduated from Wichita State University

with a degree in Histoiy. He hails from Beaumont. Texas. Mr. Posey served in the United

States Air Force from 1966 to 1970.
He and his wife. Sandi. have three daughters and two sons and live in south Anchorage.

Bob Lohr has served as executive director of the APUC since
1991. He has a Masters Degree in Public Administration from
Harvard Universitys John F. Kennedy School of Government with
concentrations in Public Management and Negotiation. He earned his
B.A. degree in Economics and International Relations at Swarthmore

College in Pennsylvania.

Mr. Lohr has more than 22 years of experience directing, manag-
ing and advising development-oriented agencies in Alaska. From
1989 to 1990 he served as executive director of Advocacy Services in
Alaska, the legal protection and advocacy agency representing per-
sons with developmental disabilities. From 1979 to 1986 he held
various positions with Rural Alaska Community Action Program Inc.
(RurAL CAP), including executive director from 1982 through 1986.
RurAL CAP addresses wide-ranging needs of low-income Alaskans
including energy policy, child development, natural resources, alco- Robert A. Lohr,
hol/drug abuse prevention, and community development. From 1975 Executive Director
through 1979. he directed the Upper Tanana Development Corpora-
tion in Tok. He has also served as a consultant to human services organizations and Native
corporations. Mr. Lohr is married to Celia Foley, and they have three children: Emma. Noah,

and Joseph.
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Commissioner

Clyde Courtnage
Charles Herbert

Karl Walter. Jr.
Joseph Fitzgerald
Maurice Chertkov
Harold Moats

T. Stanton Wilson
James R. Clouse, Jr.
Loren H. Lounsburv
John M. Stern, Jr.
James R. Hendersliot
B. Richard Edwards
Gordon J. Zerbetz
Stuart C. Hall

Diana E. Snowden
Marvin R. Weatherly
Carolyn S. Guess
Louis E. Agi

Kathleen E. Whiteaker
Peter Sokolov

Don May

Susan M. Knowles
Mark A. Foster
Daniel Patrick OTierney
James E. Carter. Sr.
G. Nanette Thompson

Don Schroer

1998 Annual llcporl

Commissioners

Dates of service

1960 - 1963
1960 - 1963
1960 - 1964
1964 - 1965
1965- 1965
1965 - 1966
1966 - 1966
1967 - 1971
1967 - 1971
1971 - 1973
1971 -1975
1974 - 1976
1963 - 1981
1976 - 1983
1981 - 1985
1975 - 1987
1975 - 1989
1983 - 1989
1985 - 1990
1987 - 1991
1990 - 1992
1975 - 1993
1990 - 1993
1989 - 1994
1992 - 1995
1995 - 1996
1991 - 1997
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APUC roster (10/713798)

Alexander, Tamara Consumer Protection & Information Officer |

Armstrong, Mark
Arnett, Wendy
Ault, Lee

Baxter, Donald

Bishop-Kleweno, Dawn

Clark, Patricia
Cook, Tim
Cotten, Sam
Craig, Lew

Day, Keith
Doughty, Balassa
Folsom, Hillary
Gaskill, Karlee
Gazaway, Richard
Goodloe, Toni
Hammond, Anita
Hanley, Alyce
Howard, Tricia
Hunt, Diane
Johnston, Mark
Kenyon, Lorraine
Kinney, Sue

Lee, Ruthie

Lohr, Bob
Marshall, Bill
McGowan, Joyce
McPherren, Jeanne
Meiwes, Jennifer
Miller, Barb
Morrison. Paul
Nation, Parker
Neale, Pamela
Ornquist, Dwight
Persson, Brad
Pitts, Agnes
Posey, Jim
Redmond, Rosemary
Russell, Neci
Schubert, Ed
Sebaugh, Chrissy
Treuer, Phil
Vittone, Mary
Weaver, Rose
Weinstein, Marty
Welch, Bert
Wilson, Jan
Zobel, Ron

*Employee of the Departme

Administrative Clerk Il

Utility Tariff Analyst |
Administrative Clerk Il

Utility Engineer Analyst IV
Utility Tariff Analyst Il (Chief)
Hearing Examiner
Commissioner
Commissioner (Chairman)
Common Carrier Specialist
Utility Financial Analyst 11
Administrative Clerk Il
Administrative Clerk Il
Paralegal |

Paralegal |

Utility Financial Analyst |
Paralegal I

Commissioner
Administrative Clerk Il
Administrative Manager 1
Utility Financial Analyst IV (Chief)
Common Carrier Specialist
Secretary |

Administrative Clerk I!
Executive Director

Utility Engineer Analyst IV
Secretary' |

Associate Attorney II*

Utility Tariff Analyst I
Administrative Supervisor
Utility Engineer Analyst V (Chief)
Utility Financial Analyst I
Administrative Clerk |
Commissioner

Utility Engineer Analyst I
Consumer Protection & Info. Officer (Chief)
Commissioner

Paralegal |

Administrative Clerk Il
Accounting Technician
Administrative Clerk I. Receptionist
Common Carrier Specialist
Utility Financial Analyst IlI
Administrative Clerk IlI
Assistant Attorney General*
Programmer/Analyst IV
Administrative Law Judge
Assistant Attorney General*

of Law contracted to the Commission
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Staffresponsibilities

The Commission staff is divided into six major sections: administration, engineering,
common carrier, consumer protection, finance, and tariffs. The APUC employs 46 people with

an FY98 operating budget of $4,459,659.

Administration

An executive director, hired by the Commission, is responsible for directing all staff
functions and serves as a liaison between staffand Commissioners, and between the Commis-
sion and the legislature. He or she is responsible for records and document management,
fiscal and personnel administration and budget preparation. The executive director is aided
by an administrative manager, documents processing and accounting personnel, and other

clerical support staff.
Engineering

This section is responsible for certification proceedings, investigations of utility and
pipeline carrier procedures and practices affecting service quality. It also reviews legal de-
scriptions for service areas, plans for plant expansion, plant-in-service schedules, and depre-
ciation schedules. Engineering evaluations are presented in proceedings before the Commis-
sion. The Commission’ data processing function is housed in the engineering section.

Common Carrier

This section was established to develop, recommend and administer policies concerning
rates, services, accounting and facilities of communications common carriers within Alaska

involving the use of wire, cable, radio, and space satellites.

Consumer Protection

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

Finance

This section examines, analyzes and evaluates financial statements submitted for rate
cases. It audits financial records of utilities and pipeline carriers and examines historical
operating year data and pro forma financial adjustments made by the utilities and pipeline
carriers. The Finance section provides analyses of this information in proceedings before the

Commission.
Tariff

This section examines, analyzes and investigates tariff filings and presents recommenda-
tions to the Commission at biweekly tariff action meetings. Administrative functions include
organizing tariff meetings as well as complying with all public notice requirements on tariff
filings and maintaining current master tariffs for all utilities and pipeline carriers.
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AP UC FY98 overvieuw

Since statehood in 1959. the Alaska Public Utilities Commission has been working with
the hundreds of public utilities in Alaska with the same mission in mind - to ensure contin-
ued service, sound management, and fair rates for residents in all corners of the state. The
Commission regulates utilities that bring water, electricity, gas and telecommunications into
our homes, as well as overseeing sendees that collect and dispose of our waste. In 1981. the
APUC's role was expanded to include oversight of pipeline carriers and pipelines when it
merged with the Alaska Pipeline Commission.

Utility commissions were originally created to protect consumers, since most utilities
were monopolies. Today. Commissioners are faced with the challenge of evaluating regula-
tions and considering policy changes to encourage competition while continuing to maintain
consumer protection as a primary goal.

In situations where monopolies exist, the Commission monitors the utility to ensure fair
practices, reasonable service, financial stability, and accountability. The Commission bal-
ances the legitimate need for utilities and pipeline carriers to show a profit for their invest-
ment and the public's right to receive fair sendee for its money. Commissions in all 50 states
sen'e the same general mission, regulating the relationship between the utilities and the
consumers they sen'e.

The Commission achieves this balance by issuing “certificates of public convenience and
necessity" to qualified sendee providers. A certificate essentially acts as a license to operate
and details how the utility or pipeline carriers must conduct business with consumers or
shippers concerning rates. The Commission establishes rates, terms and conditions of sendee
while overseeing the practices, sendees and facilities of regulated utilities and pipeline carri-
ers. In the next few years, new approaches and a broader perspective will be necessary as the
Commission works to address complex issues and to make appropriate regulatory' decisions

for all Alaskans.

The APUC hasjurisdiction over the operation of:
+ electric utilities
+ natural gas utilities
+ refuse (garbage) collection
+ wastewater (sewer) treatment
+ steam producers
+ telephone companies (local and in-state sendees)
+ water utilities
+ oil and gas pipeline carriers.

The Commission has issued 476 certificates of public convenience and necessity (certifi-
cates) held by utilities and pipeline carriers.

Approximately one-third of the 476 certificates are for utilities whose sendees and opera-
tions are fully regulated by the Commission. The authority to regulate some types and sizes of
utilities is limited under law. Many electric utilities in bush communities are exempt from
regulation because of their small size. Some cooperatives and government-owned utilities are
also exempt because they have alternative means of accountability to the consumer. Of the
476 certificates held, the Commission currently regulates the rates, sen ices, practices or
facilities of 161 utilities and 18 pipeline carriers.

In addition, the Commission is responsible for computing the power costs and resultant
state assistance amounts for customers of electric utilities participating in the Power Cost
Equalization (PCE) program.

The Commission carries out its regulatory responsibilities through several means. It
conducts audits, investigations, public meetings, tariff action meetings, formal adjudicatory

13
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A PUC FYO98 overview (continued)

proceedings, informal meetings, and conferences. The Commission resolves complaints by

telephone, mail, meeting or adjudication.
The Commission functions as a quasi-judicial body when rendering decisions in formal

proceedings and as a quasi-legislative body when promulgating regulations. Its proceedings
and determinations are governed by the statutes and regulations of the state.

Funding

In 1992 following the legal mandate of the legislature, the Commission enacted regula-
tions allowing it to recover its operating costs through an assessment on the revenues of the
utilities and pipeline carriers it regulates. That Regulatory Cost Charge (RCC) shows up as a

surcharge on the monthly billing statements to consumers and shippers.
The legislature appropriated and the governor approved a FY99 budget of $4.5 million,
funded 100 percent from program receipts, in the form of the RCC. There are no unrestricted

general funds in the FY99 appropriation.

APUC Commissioners and staff

14
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dget FY 98

(771797 to 6/30/798)
FY97 FY98 Percent
change
Appropriations
Personal services $2,592,700 $2,567,600
Travel 53,600 35,000
Contractual 1,132,800 1,780,759
Commodities 65,700 62,500
Equipment 133,387 13,800
Totals S3,978,187 $4,459,659 10.8%
Expenditures
Personal services $2,601,574 52,628,190
T ravel 45,225 51,346
Contractual 1,088,020 960,596
Commodities 78,344 71,868
Equipment 95,489 16,172
Totals $3,908,652 $3,728,172 -4.8%
Revenue receipts’
APUC receipts: 53,908,652* $3,728,172*
Total revenues S3,908,652 S3,728,172 -4.8%

1The Commission received revenues under various provisions of its statutes including copying and
postage charges (AS 42.05.201) and cost allocations in proceedings (AS 42.05.651/AS 42.06.610).

* Fourth quarter revenue is recognized as of June, but paid during July.
15
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Regulation and economic

development

Three aspects of utility service are essential to a business owner: availability,
affordability and reliability. The Commission promotes the availability of utility services
through certificating utilities to operate: promotes affordability through rate decisions: and
promotes quality or reliability through service and safety standards. These same consider-
ations apply to oil and gas pipeline services.

The Commission promotes in-state economic development through a variety of major
activities including certification proceedings and regulation of rates.

Certification proceedings

Certification proceedings consider an applicant’ financial, technical and management
capability of meeting present and future customer and shipper sendee demands within
Alaska. A successful applicant must demonstrate its ability to provide safe, reliable and
adequate sendee at a reasonable cost. Meeting the requirements of certification ensures that
customer demands are met and that service infrastructure is available. Adequate utility
sendee at a reasonable cost is an essential precursor to sound economic development. The
availability of reliable pipeline carrier service at reasonable rates promotes development of the

state's natural resources.

Regulation of rates

One purpose of Commission regulation is to assure that rates charged by regulated
utilities and pipeline carriers are just and reasonable (AS 42.05.381/AS 42.06.370). Criteria
determining rates include: reasonable and appropriate operating expenses and plant invest-
ments: depreciation expense that falls within the Commission approved lives of usefulness:
and a reasonnl return. A reasonable return permits the cost of long-term borrowing to be
recovered anc opportunity to earn profits for the owner's or shareholders' equity. Rates
must be high t  gh to allow a reasonable return but not so high as to allow an excessive
return that cot: leter development of businesses that rely on the sendee.

Reasonable ies ~nd reliable service can enhance economic development and be deter-
mining factors IN nusiness decisions to start operation or relocate to Alaska.
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Fiscal Year 1999 plan

Y2K Concerns

The Commission has ordered all Alaskan public utilities and pipeline carriers to report to
it their plans to continue providing reliable service into the next century. Potential problems
with the rollover of dates in computers and embedded chips must be addressed. The Com —
mission will work with the Department of Administration and a contractor to follow up these
utility responses and to independently validate and verify their readiness.

Pipeline

The Commission will be acting on applications for certificates of public convenience and
necessity for two new pipelines being built to transport oil from North Slope fields now under
development to the Trans Alaska Pipeline System (TAPS). In addition, the Commission will be
conducting several TAPS proceedings including a shipper challenge to several aspects of the
TAPS Settlement Methodology (TSM). discrimination issues pertaining to intrastate delivery
points. TAPS ramp-down and capacity allocation. TAPS connection policy and the TAPS Qual —
ity Bank. The Commission will also be addressing concerns about the future dismantling of

pipelines in the state.

Electricity

During Fiscal Year 1999. the Commission will continue to address significant issues
facing the electrical industry in Alaska®s urban and rural areas. The Commission, inconjunc—
tion with the Joint Committee on Electric Restructuring, issponsoring a study on the risks/
rewards and costs/benefits of electric restructuring which will be performed by the consulting
firmof CH2M Hill. The draft report will be made available during the legislative session. The
Legislature passed a concurrent resolution establishing a Joint Committee on Electric Utility
Restructuring. The Commission plans towork closely with the Legislature to both study and
advise the Legislature on the issues of electrical restructuring. The Commission has opened a
regulatory docket (R-97-10) to define the future market structure of the electric industry in
Alaska and to recommend changes to regulations ifany. The Commission isconsidering an
application to establish a pilot program to allow limited competitive electric sendee in the
Anchorage area (U-98-114). The Commission will also continue to study the feasibility of a
Railbelt Power Pool (U-97-140). based on the results of a study completed by Black & Veatch
International in the first quarter of FY99. During FY99, the Commission anticipates a rev—
enue requirement and a cost-of-sendce study from Alaska Power Company, a subsidiary of
Alaska Power & Telephone, and other utilities.

The Commission continues towork with small electric providers to certificate them where
they are providing sendee to ten or more customers for compensation and annual revenues

exceeding $50,000.

17
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Fiscal Year 1999 plan (continued)

Refuse

The Commission will continue to address issues related to imﬁlementation of competition
where deemed aﬁproprlate. Given that a single company has purchased refuse utilities in
every major market in Alaska, the Commission will be reviewing market power issues associ-
ated within a competitive refuse industry. Continued transfers of Certificates are anticipated.

Natural Gas

~ The Commission has conditionally approved Alaska Intrastate Gas Company's applica-
tion to provide natural c?as service to 17 coastal Southeast and Southcentral communities.
The communities include Angoon. Cordova. Craig. Haines. Juneau. Kake. Ketchikan. Klawock,
Klukwan. Kodiak. Metlakatla. Petersburg, Sitka. Skagwav. Valdez. Wrangell and Yukatat. The
Commission will also be reviewing the application filed for a natural gas pipeline between
ARCOQ's Alpine field and the village of Nuigsut.

Water and Sewer

The Commission continues to receive numerous complaints concerning the quality of
sendee provided bY small water utilities. The complaints have primarily involved water short-

age and water quality issues. . R _
The Commission anticipates three to five new proceedings invoking rate increases and/or

rate redesigns for large wa'er and sewer utilities. The large utilities are most likely to make
such filings, which will make the rate cases complex. New certificates will continue to be
issued as new construction continues. Inaddition, transfers of certificates from small utilities

are expected.

Telecommunications

~ Toaccomplish its duties under the federal Telecommunications Act of 1996. this Com-
mission has previously initiated rulemakings in the areas of intrastate access charge reform,
universal sendee and market structure rules for competitive local exchange sendee.

o Access Charge Reform _
The Commission will complete the first phase of intrastate interexchange access charge
reform and adopt new regulations. The Commission will begin the next phase to implement

and further refine the rules.

Universal Sendee
In conjunction with Access Charge Reform, the Commission will complete the first phase
of Universal Service Reform: adopt requlations and continue to investigate the impact of new
federal rules that change the allocation and Frioritization of U.S. funds among telecommuni-
cations companies and types of users (schools, libraries, and medical facilities).
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Fiscal Year 1999 plaii (continued)

o Market Structure N
The Commission will develop new rules to govern the competitive local exchange market
as well as interconnection between local telephone companies and competitive providers of

telecommunications service.

Rural incumbent telephone companies are exempt from certain interconnection require-
ments of the Telecommunications Act of 1996 that apply to Iargie_r local exchange companies.
Following any bona fide request for interconnection with a rural incumbent telephone com-
pany. the Commission must determine whether to maintain or terminate the exemption.

The Commission will also reexamine its existing competitive rules for the intrastate long
distance market regarding facility restrictions, facility modernization, wholesale rates and
access to interexchange networks. . _ o

The Commission will continue to investigate the issue of public interest pay telephones
and propose a remedy to any inconsistencies between Alaska's existing pay telephone regula-
tions and new Federal re?ulatlons adopted as part of the Telecommunications Act.

The Commission will complete its investigation of telecommunications relay sendee and
adopt new regulations re?ardlng this sendee. _ _ .

The Commission will propose regulations to reform its current directory assistance
regulations which will provide a pro-competitive directory assistance structure,

The Commission, on an ongoing basis, will evaluate and monitor the quality and ad-
equacy of telecommunications senice throughout Alaska. . .

The Commission will, in the next year, address three to five new rate cases involving rate

increases and/or rate redesigns for local senice.

Executive director Robert A. Lohr, administrative manager Diane
Hunt and receptionist Christine Sebaugh
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The Telecommunications

Act of 1996

The Telecommunications Act of 1996 (Telecommunications Act) passed into law on
Februar?/ 8. 1996. The new law mandates competition in the last area of telecommunications
monopoly, the local exchange. At the same time, it attempts to set up a structure to maintain
and enhance universal sendee. As interpreted by the Federal Communications Commission
(FCC) competition under the Telecommunications Act consists ofa trilogy — interconnection,
universal sendee and access charge reform. The Telecommunications Act preempts state
authority in many respects, however, it also places significant new responsibilities on state
commissions to implement new federal statutes and pending federal regulations. The legisla-
tion is based on the premise that deregulation will: promote competition: increase telecom-
munication sendees: increase the options for provision of services: and ultimately lower the
costs of sendees offered. o o

To earn' out its responsibilities under the Telecommunications Act the FCC has initiated
a variety of rulemakings, many of which have an effect on the states. The FCC has issued
Orders setting rules and procedures governing: interconnection between local telephone
companies and competitive telecommunications providers: universal sendee: access charge
reform: and private p[ay telephones. The Commission is in various stages of implementing the
requirements of the Telecommunications Act and the rules of the FCC.

The Commission has initiated rulemaking dockets addressing reform of local exchange
market structure, universal sendee, intrastate access charges, private pay telephones and
directory assistance, _ -

In May of 1998. the Commission issued an order adopting competitive local exchange
regulations which became effective for the Anchorage area on June 21. 1998. The Commis-
sion views these regulations as a transitional measure while continuing to evaluate competi-
tive issues such as carrier of last resort, arbitration pricing standards and quality of sendee.

Accounting technician Ed Schubert
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The Telecommunications

Act of 1996 (continued)

~Access char%es are the char%es that long distance companies pay local telephone compa-
nies to complete long distance calls over the telephone networks of the local telephone com-
pany. The Telecommunications Act requires access char?e reform because the current access
charge system was not designed for more than one local telephone company in any one serv-
ing area and access charge rates incorporate implicit subsidies that help to keep rates for
local and long distance service in high cost areas reasonable. Eoth of these features of the
currlentt_ access charge system are inconsistent with the Telecommunications Act and FCC
regulations.

The Commission's goal in the current phase of this docket is to identify the immediate
changes necessary to ensure that the intrastate access charge structure remains workable
during the transition to the new, competitive model envisioned by “ongress. while at the same
time, preserving and maintaining universal service. Some further long term reforms will be
needed in a later phase of these dockets as the FCC continues to modify the interstate access
charge and universal service system, particularly for rural local exchange telephone compa-

nies.

Market entrants will be attracted to services and sectors with the highest profit margins
which puts increased pressure on the incumbent local telephone company to reduce rates
closer to "cost" in competitive areas and raise rates in non-competitive areas. In a competitive
market with multiple ﬁroviders, the Commission will need to ensure that there is a carrier of
last resort to ensure the continued availability of services to all customers.

Common carrier specialists Lorraine Kenyon, Phil Treuer and
Lew Craig; administrative clerk Lee Ault

21



Alaska Public Utilities Commission

F Y98 significant events

Telecommunications Service

Market Structure Rules Governing Local Exchange Telephone
o Competition in Alaska _

The Telecommunications Act of 1996 (Telecommunications Act) establishes a pro-
competitive, deregulated national policy framework for the telecommunications industry in
the United States and places significant responsibilities on stale commissions to implement
the revised federal statutes. In November of 1997, the Commission issued a notice of inquiry'
(Docket R-97-12) to address market structure rules for local exchange telephone competition,
including: issues related to pricing flexibility: the issue of market power and dominance: and
arbitration pricing standards for interconnection between incumbent and new entrant local
exc%ange telephone companies. Comments and Replv Comments were filed bv February 24,

The Commission acknowledged that due to the comﬁrehensive nature of its rulemaking
to establish competitive rules for the local telephone market (Docket R-97-12), considerable
time would ensue before all of the relevant issues had been addressed. Therefore, the Com-
mission considered a proposal by Anchorage Telephone Utility (Docket R-97-9) to adopt as an
interim measure, regulations derived from the Commission's competitive long distance com-
pany regulations.

The Commission noted that with three local exchange telephone companies authorized to
provide competitive local exc.han?e service in the A.nchora%e market, rules to govern at least
the Anchorage area were desirable as soon as possible. Therefore, the Commission held a
public hearing in February 1998. which led to proposed regulations as a transitional measure
In service areas where more than one telephone company is authorized to provide local ex-
change telephone sendee. In May of 1998. the Commission issued an order adopting competi-
tive local exchange requlations which became effective for the Anchorage area onJune 21,

1998. (R-97-9/K-97-19)

utility financial analysts Parker Nation, Mark Johnston, Toni Goodloe,
Mary Vittone and Keith Day
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FY98 significant events (continued)

Alaska Intrastate Long Distance Market Structure Rulemakings .

As part of its investigation into long distance market structure rules, the Commission will
address wliolesale pricing issues. Wholesale services are generally bulk, or discounted ser-
vices offered by facilities based carriers to other telecommunications companies which later
resell the services to the general public. o S _

Allegations have been made criticizing the existing market relationships between retail
and wholesale rates. Depending in part on the results of its generic investigation into w'hole-
sale rate issues, the Commission may also investigate the specific rates of the Alaska facilities
based long distance carriers. AT&T Alascom and GCL. The Commission initiated its intrastate
long distance market structure proceeding on May 1. 1998. The tentative schedule for this
case anticipates a final Commission order resolving all issues by June 1999,

Access Charge Reform

Access charges are the charges that long distance companies pay local exchange tele-
phone companies to complete long distance calls over the telephone networks of the local
telephone company. The Telecommunications Act requires access charge reform because the
current access charge system was not designed for more than one local exchange telephone
compang inany one serving area and access charge rates incorporate implicit subsidies that
help to keep rates for local and long distance senice in high cost areas reasonable. Both of
these features of the current access charge system are inconsistent with the Telecommunica-
tions Act and Federal Communications Commission (FCC) regulations.

The Commission's goal in the current phase of this docket is to identify the immediate
changes necessary to ensure that the intrastate access charge structure remains workable
during the transition to the new competitive model envisioned by Congress, while at the same
time, preserving and maintaining universal service. Some further long term reforms will be
needed in a later phase of these dockets as the FCC continues to modify the interstate access
charge and universal senice system, particularly for rural local exchan%e telephone compa-
nies. On May 29. 1998, the Commission issued proFosed regulations (R-97-5/6(3)) for com-
ment. Comments w'ere filed on June 30. 1998. Reply comments and a public hearing were
scheduled forJuly 31 and August 17. 1998. respectively. (R-97-5)

. ~Universal Service Reform _ . _
The purIpose of this docket is to make the state's universal senice system consistent with
the Universal Senice principles under the Telecommunications Act. The initial phase of this
proceeding involved identifying current subsidies that are implicit in access charges and if
necessary, recovering them inan explicit manner. Making subsidies explicit may well re(r]uire
establishment of a state universal fund. Rules for such a fund will need to consider the fund's
administrative structure, method and source of funding, services and providers to be sup-
ported, and the amount of support for each eligible service.
~ Because access charge and universal service reform are inextricably tied together at this
point, the Issues in the two dockets have been addressed in concurrent orders. Once the
current phase of the access charge proceeding is complete, the Commission will begin to
address universal service issues more independently.  (R-97-6)
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. Public Interest Pay Telephones

This docket was opened to remedy any inconsistencies between Alaska's pay telephone
requlations and federal pay telei)hone regulations adopted pursuant to the Telecommunica-
tions Act. Federal rules currently require states to review their rules and: 1) remove rules
that |mBo_se.entry and exit restrictions: 2) provide for public interest pay telephones. Gener-
aIIX. public interest pay telephones are pay telephones necessary to maintain public health,
safety and welfare but which the private market is unwilling or unable to provide. The Com-
mission recently sougiht additional comment on the public interest pay telephone proposal of
the local exchange telephone company. Bristol Bay Telephone Cooperative, Inc. (R-97-3)

Directory Assistance (DA)

This docket was opened because the Commission has concluded that current state
regulations requiring the provision of directory services through a monopoly statewide direc-
tory assistance bureau isinconsistent with the competitive framework envisioned by the
Telecommunications Act. Therefore, the Commission has initiated this proceeding to ref)eal
the current directory assistance regulations and adopt alternative requlations which wil
establish a pro-competitive directory assistance structure. Proposed rules have been issued

for comment and a public hearing held. (R-97-7)

Debit Card Service
On July 27. 1997. the Commission issued an order adopting regulations governing debit
card services and long distance services provided by cle minimis carriers. These requlations for
the most part will relax standards applied to de minimis carriers and to debit card services. (R-

Rural Facilities Restrictions Regulation .
In February 1997. GC1 filed a petition before the Commission seeking a declaratory ruling
that the Commission's regulations restricting long distance facilities construction to certain
rural locations were invalid under the Telecommunications Act and would not be enforced.
After review the Commission determined GCI's conclusions ignored key policy issues, includ-
ing universal service, that the Commission believed must be evaluated to protect the public
interest. The Commission expects to reach a final decision on the GC1 request pending receipt
of responses in its Iongg distance market structure rulemaking and other data to be filed by
GCl and Alascom. (R-97-1) . _ o
 GClI recently filed a petition before the FCC requestmg preemption of the Commission's
facilities restriction in rural Alaska. On February 27. 1998, the Commission filed opposition
to GCI's request. No date has been given for an FCC decision on this matter. (CC Docket 98-

4)

Bristol Bay Telephone Cooperative. Inc., Granted Postage Stamp Rates
o for Local Exchange Services o .
During fiscal year 1998, Bristol Bay Telephone proposed redesigning (with no overall
increase or decrease) its local exchange rates to a postage stamp structure in its service area.
The Commission approved the request. (U-97-241)
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FYO98 significant events (continued)

Copper Valley Telephone Cooperative, Inc., Cost of Service Study, Rate Redesign and
Tariff Re-Write for Local Exchange Services .

In 1995. Copper Valley Telephone CooEeratlve, inc. (CVTC) filed a cosi-of-service study
and proposed rate redesign for its local exchange services. In addition. CVTC proposed rewrit-
ing its entire local exchange services tariff. These filings were made in connection with the
proceedings begun in 1994. During FY98. the Commission approved the eost-of-service
study, a rate redesign and tariff rewrite. (U-94-24)

~ Copper Valley Telephone Cooperative, Inc., Rate Increase Request
During FY98. Copper Valley Telephone Cooperative. Inc. (CVTC) requested and was
?ranted an interim rate increase of 35 percent to local exchange services and 30 percent to
ocal special access services. CVTC also requested permanent increases of 52.28 percent to
local exchange services and 44.86 percent to local special access services. The Commission
suspended CVTC's permanent request and is considering it. (U-95-48)

GTE Alaska, Inc.. Cost of Service Study and Rate Redesign for
Local Exchange Services
~In FY97. GTE Alaska. Inc. (GTE) filed a proposed cost of sendee study and rate redesign
for its local exchange sendees. GTE orlglnaIIyTproposed a permanent general rate increase of
22.5 percent and postage stamp rates for all of its certificated area. During FY98. the Com-
mission approved a permanent 13.25 percent rate increase and GTE's postage stamp rates.
This was GTE's first major rate change to its local exchange sendees. (U-97-87)

_ ~ Summit Telephone Company _
During FY98, the Commission granted Summit Telephone Company's (Summit) request
for an interim rate increase of 10.00 percent to local exchange sendees and 10.2 percent to
local special access sendees. The Commission suspended Summit's request for a permanent
increase of 15.99 percent to local exchange sendees and 10.00 percent to local special access
sendees. That request is currently being considered. (U-98-20)

Commission Approves Sale of FMTJS' Water/Sewer,
Electric, District Heat and Telecommunication Utilities .

In September of 1997, the Commission approved the transfer of controlling interest in the
water/sewer, electric sendee area, and telecommunication utilities owned and operated by the
City of Fairbanks d/b/a Fairbanks Municipal Utilities System (FMUS). The Commission
subsequently approved the transier of the district heat utility and a Power Sales Agreement
later that same calendar year. The applications were part ofa combined overall transaction
whereby the City of P'airbanks divested itself of its telecommunications, electric, district heat
and water/sewer operations. The sale of the FMUS utilities was approved by a vote of Fair-
banks citizens on October 8, 1996. The Commission made its decision after a Iength% public
hearing process that lasted 16 days. (U-96-1 14 through U-96-121. U-97-44. and U-97-139)
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Natural Gas Service

Commission Grants ENSTAR's Af)plication to Serve In and Around Homer and Seward
In response to an application filed by Alaska Intrastate Gas Company (AIGC), in October
of 1996. ENSTAR Natural Gas Company '(ENSTARJ filed an application to provide natural gas
utility service to Seward. Homer. Anchor Point and Ninilchik. Also in October of 1996. Homer
Gas, a division of Homer Electric Association, Inc. (HEA). filed an application to provide gas
utility service to Homer. AIGC subsequently filed a notice of intent to withdraw 1ts application
to senre Seward and Homer. o . . o
~On April 28. 1997, the Commission held a hearing to address the qompptln% applications
filed bg ENSTAR and HEA osen'e Homer and the uncontested application filed by ENSTAR to
sen'e Seward. On November 3. 1997, the Commission issued an order granting ENSTAR's
application for amendments to its certificate provided it begins providing senice by December

31.2000. (U-96-108/U-96-109)

Natural Gas Public Utility Service to Small Alaskan Communities

In August of 1995. Alaska Intrastate Gas Company (AIGC) filed an application for a
Certificate of Public Convenience and Necessity (Certificate) to&)rowde natural gas public
utility senice to all of Alaska, exceBt for those areas certificated by other gas utilities. The
scope of AIGC's application was subsequently reduced to Seward and Homer and 17 commu-
nities in Southeast and Southcentral Alaska. AIGC proposed to sene these communities by
utilizing I|%uef|ed natural gas (LNG) manufactured at a pro?osed liquefaction plant in Whittier,
transported to the communities by barge, and revaporized for distribution in underground
plplng systems at each community. _ _ _

s Indicated above in October of 1996. ENSTAR and Homer Gas filed competing applica-
tions to sen'e areas in and around Homer and Seward. AIGC subsequently filed a motion to
bifurcate the uncontested areas of its apFIication and forissuance of a conditional certificate
to sen'e the uncontested communities. In March of 1997 the Commission issued an order
which granted the bifurcation, denied the request for a conditional certificate, opened Docket
U-97-46 to address the 17 uncontested communities and required that AIGC file an amended
application. On March 19. 1997 AIGC filed a notice of intent to withdraw Seward and Homer
from its service area. - o

~In May of 1997. AIGC filed its amended application to sen'e the 17 uncontested commu-
nities and a request for a nine-month time extension to verii conditions and deter-
mine the financial feasibility of its plans. In the amended a \IGC proposes to
utilize a different supﬁlier of LNG which intends to construct . plant in British Colum-
bia. Canada, rather than in Whittier, for AIGC's LNG supplz. The Commission ?ranted AIGC's
request fora nine-month time extension and required AIGC to file the results of the marketing
and economic studies it intended to conduct to verify the viability of its proposed operations.
AIGC tlmelg filed its studies on February' 19. 1998. Atthe Commission's Public Meeting of
April 8, 1998. AIGC gave a presentation regarding its proposed plans to implement gas utility
service. On April 13. 1998. AIGC filed the results of the marketing and economic studies
conducted in supgor of its February 19, 1998, filing. A decision on AIGC's application is

pending. (U-95-82/F 97-46)

Natural Gns Public Utility Service in Fairbanks
In September of 1997. the Commission approved the application of Fairbanks Natural
Gas. LLC (FNG). a subsidiary' of Northern Eclipse. LLC (NELLC). to provide natural gas public
utility service to selected areas of Fairbanks. NELLC is a natural gas "quefaction and distri-
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bution company which operates a small LNG plant located across Knik Arm from Anchorage.
NELLC purchases gas from Cook Inlet suppliers which is transported via ENSTAR Natural Gas
Company's pipeline system to its LNG plant where the Eas is liquefied. The LNG is trans-
ported to Fairbanks by truck and cryogenic trailer. In Fairbanks, ownership of the gas is
transferred to FNG as it is offloaded into LNG storage tanks. From the storage tanks. FNG
revaporizes the LNG and distributes the resulting gas to its senice area through a conven-
tional gas transmission and distribution system. (U-96-129)

Electric Service

Coordinate Energy Resource Conservation and Efficiency Program (CERCE)
. . & Power Pool Study . .
This proceeding was opened as a result of the findings in Docket R-94-6 which consid-

ered standards regarding Integrated Resource Planning. Investments in Conservation and
Demand-Side Management, and Energg Efficiency Investments in Power Generation and
SUFPXW for Electric Utilities, as required by Section 111 of the Energy Policy Act of 1992
(EPAct). In R-94-6(4). the Commission declined to adopt the standards as set forth in the
EPAct because the standards were not applicable to all Alaskan requlated electric utilities.
The Commission determined that energy conservation practices would be addressed in Alaska
through a more tailored program to address the unique needs of Alaska's requlated electric
utilities, where apnlicable. For this mvestlga_tlon the Commission opened Docket R-96-1
~After holding a workshop and several briefings, in September of 1998. the Commission
issued an order which directed a study of power pooling to be done within the railbelt. As the
study was only applicable to the railbelt utilities and AEG&T indicated willingness to fund it,
the study was moved into a new proceedln%/(u-97-140). The scope of work for the study and
the engineering consulting firm Black and Veatch were agreed upon by the Railbelt utilities.
To ensure that the study was conducted in a completely impartial manner, the Commission
designated its staff as the project director for the study. Staffwas charged with reviewing the
materials prepared by the consultant and overseeing the preparation of the consultant’s report
on the power pool study. However. Staff was prohibited from exermsm% financial oversight of
the project: such oversight was AEG&T'S resgonsmlllty. The Power Pool Study is expected to
be completed in the fall of 1998. (R-96-1/U-97-140)

Commission Upholds Exclusive Service Areas .

On October 13. 1997, the Municipality of Anchorage, d/b/a Municipal Light & Power
(ML&P). filed a complaint alleging that Chugach Electric Association. Inc. (Chugach). offered to
provide electric power to customers located in ML&P's service area. In its response. Chugach
admitted that it offered to sell electric power to customers within ML&P's senice area. How-
ever. Chugach contended that its sales to the customers are legal and that ML&P's refusal to
wheel power over the latter's transmission and distribution systemr on Chugach's behalf to
customers located in ML&P's certificated senice area violates federal antitrust law. Chugach
requested that the Commission declare that neither Alaska law nor ane( of the Commission's
previous orders clearly articulate a policy permitting ML&P to monopolize sales of electric
power in ML&P's certificated senice area. Chu?ach also requested that MI.&P be required to
establish a tariff by which Chugach could wheel power over ML&P's lines. In U-97-20K3) the
Commission rejected Chugach's argument that federal antitrust law reguwed ML&P to wheel
Fower over its transmission and distribution systems so Chugach could sen'e customers
ocated in ML&P’s senice area and affirmed that ML&P retains an exclusive right to sell power
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to customers in its certificated service territory. (U-97-201)

Aurora Power Resources Files a Pilot Program

InJune of 1998. Aurora Power Resources. Inc. (Aurora Power) filed an application which
proposes to establish a limited pilot program to permit the limited competitive sale of electric
power by power marketers to consumers in the Chugach Electric Association. Inc. and ML&P
service areas. Among other things, the application recommends minimum qualifications and
requirements for the power marketer. The application also proposes the pilot program be
limited to 35 megawatts of load, with 3.5 megawatts reserved for residential consumers for a
two-year term.
~Aurora Power indicates the pilot program will provide consumers the benefits of competi-
tive choice and reduced electric costs. Aurora Power also indicates the pilot program will
lo_roylde an opportunity for the Commission and its Staff to introduce competitive choice on a
imited basis and thereby gain the knowled?e necessary to conskk *the public interest in
allowing full electric retall competition in Alaska. An investigation on the application by the

Commission and its Staff is ongoing. (U-98-114)

. Legislative A™ion _ o
The Legislature passed HCR 34 esta Ilshln%.a mint Committee on Electric Utility Re-
structuring. The Commission will be following this proceeding.

_ Copper Valley Electric Association, Inc. .

During FY98. after a S|gn|f|cant£ubllc input process through public meetlndgs. Copper
Valley Electric Association, Inc. (CVEA) requested a permanent 7.3 percent rate decrease and
rate rede3|\9n. The Commission approved a staff report to which CVEA concurred, and
granted CVEA a permanent rate decrease of 7.3 percent and redesigned rates. (U-98-24)

. .. Homer Electric Association, Inc. .
Homer Electric Association. Inc. &HEA) files quarterly simplified rate filings pursuant to 3
AAC 48.700 - 3 AAC 48.790. During FY98, HEA requested and was %_rant.ed a 0.48 percent
rate reduction and a 1.77 percent rate reduction. HEA continues to file simplified rate filings

quarterly.

. Matanuska Electric Association, Inc. -
Matanuska Electric Association. Inc. éMEA) files quarterly simplified rate filings pursuant
to 3 AAC 48.700 - 3 AAC 48.790. During FY98. MEA requested and was granted a 1.00
percent rate reduction. MEA continues fo file simplified rate filings quarterly.
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F Y98 significant events (continued)

Two Qualifying Facilities Debate PURPA Responsibilities
Copper Valley Electric Association, Inc. v. Alaska Cogeneration Systems, Inc. and
Matanuska Electric Association, Inc. v. South Fork Hydro, LLC

~ Frank J. Bettine and Alaska Cogeneration Systems. Inc.. collectively referred to as ACSI.
filed a formal complaint against Copper Valley Electric Association. Inc. (CVEA) alleging among
other things that CVEA failed to provide its firm and nonfirm avoided-cost information and
that CVEA violated the Public Utility Requlatory Policies Act (PURPA). Early on in the proceed-
ing the Commission determined that CVEA should enter into good-falth negotiations and
report the results of those negotlatlons to the Commission. The Commission also determined
that ACSI should provide CVEA with engineering and financial information. The Commission
also granted the Petro Star Valdez Refinery intervention in the case. _
~Asdirected by the Commission, on August 29. 1997. CVEA filed its best estimate of an
initial avoided cost. According to CVEA. its true avoided cost is highly dependent on the
operating and cost characteristics of an actual qua_llfyln% famhtz ((%F). In"U-94-21(9J/U-95-
3{]6) dated April 30. 1998. the Commission determined that CVEA had provided enough data
for ACSI to prepare the information needed to calculate the avoided cost factors addressed by
the Commission's regulations. The Commission directed ACSI to provide the information by
December 1. 1998. and for CVEA to update its avoided cost information 30 days hence.

In-another case South Fork Hydro. LLC (South Fork), a QF. filed a complaint a?alnst
Matanuska Electric Association. Inc. (MEA). to establish MEA's avoided firm cost of power.
South Fork maintained that it proposed to sell the power from its hydroelectric project, lo-
cated on the South Fork of the Eagle River, to MEA at the price it purchases power from
Chugach Electric Association. Inc. (Chugach) over a period of fifteen or twenty years. South
Fork also asserted that MEA had declined to negotiate with South Fork and had claimed that
South Fork must negotiate with Chugach. South Fork requested that the Commission direct
MEA to enter into good-faith negotiations with South Fork for the purchase of power based on
MEA's current and future cost of power. MEA asserts among other things that it was comply-
ing with state law. MEA stales that it. Chugach and Alaska Electric Generation and Trans-
mission Cooperative. Inc. (AEG&T). have entered into an agreement, commonly referred to as
the A Tripartite Agreement. MEA contends that the agreement, which was approved by the
Commission, determines the method of dealing with PURPA resources which is to encourage
them to negotiate with Chugach. o

In U-96-93(4) dated November 14. 1997. the Commission named Chugach and AEG&T as
parties to the proceeding and asked the parties how to apply the Tripartite A%reement. PURPA.
and the Commission's regulations in this case. A decision is pending. (U-96-93)

Water/Sewer Service

Temporary Suspension of Water and Sewer Certificates in Haines

Inresponse to a formal complaint, the Commission temporarily suspended certificates of
Publlc convenience & necessity (Certificate) previously granted to the City of Haines (Haines)
or the provision of water and sewer service. Haines was requiring new customers to be
annexed into the Haines city limits as a condition of water and sewer service. The Commis-
sion determined that the annexation requirement was dlscriminatorlly apjdied, particularly as
it applied to several existing customers receiving sendee outside the Haines city limits. The
Commission suspended Haines' certificates for thaté)ortlon of Its sendee territory for which it
was not currently providing public utility service and/or has declined service without annex-
ation. The Commission determined that suspension, rather than revocation, would protect
potential consumers who reside within the sendee territory but outside the city limits. The
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F Y98 significant events (continued)

Commission also determined that if another applicant can demonstrate that it meets the
requirements for certification, and can provide water and sewer public utility service without
discrimination, then Haines’ certificate may be partially revoked for those areas the new
applicant intends to serve. (U-95-87) . o
On October 30. 1995, Crystal Cathedrals Water System. Inc. (CCWSJ. filed an application
for a certificate to operate as a water public utility in the Haines area and on SeF_tember 3.
1996 CCWS filed a second application for a certificate to operate as a sewer public utility. The
Commission reviewed the apgllcatlon of CCWS and Haines' and after a hearing issued U-95-
79%3)/U-96-101(3)/U-95;87( ) dated March 26. 1998, which found CCWS to be more fit.
ing, and able to provide the progosed service. The order approved CCWS’application with

wil
5-87)

conditions. (U-95-79/U-96-101/U-

Dawn Development Corporation
~ During FY98. Dawn Development Corporation requested a rate increase of 50 percent to
its residential customers and a change from a fiat rate to a metered rate for its bulk customer
which resulted in an increase in excess of 50 percent for the bulk customer. The Commission
apﬁ)roved interim rate increases of 25.23 percent for residential customers and 50 percent for
bulk water customers. The Commission Is considering the permanent rate increase. (U-98-19)

Refuse Service

Mergers and Acquisitions o
"USA Waste of Alaska (UWA), a subsidiary of Waste .Mana%emen.t. Inc.. has filed joint
applications to acquire controlling interest in the following utilities in the communities served:
. AAnctp]orage Refuse, Inc. (ARL): Anchorage, excluding areas served by the Municipality of
nchorage
e Arrow Refuse, Inc. éArrow): Douglas and Juneau _
e C&S - Cleanawav (C&S): Kalifonskv. Kasilof. Kenai. Salamatof. Soldotna and Sterling
= Drake's Sanitation. Inc. (Drake's): North Pole
= Hite Construction. Inc. (Hite): Fairbanks .
= Eagle River Refuse. Inc. (ERR1): Chugiak. Eagle Riverand Peters Creek
 Peninsula Sanitation Company. Inc. (PSI): Anchor Point. Bird. Clam Gulch. Cooper Land
ing. Girdu'ood. Homer. Hope. Indian. Kachemak. Kalifonskv. Kasilof. Kenai. Moose Pass.
Nikiski. Ninilchik, Salamatof. Soldotna and Sterling
= Star Sanitation. Inc. (STAR): Fairbanks . . .
» Wasilla Refuse. Inc. (WRL): Provides service te Big Lake. Knik. Lake Louise. Palmer. Sutton,

Talkeetna, Wasilla and Willow

The applications to transfer ARI/ERRI. Arrow', Star and WRI to UWA have heen approved.
The other applications are pending before the Commission.
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FY98 significant events (continued)

Pipelines

o New North Slope Pipelines .

The Commission granted certificates of public convenience and necessity to three new
North Slope pipelines. In November 1997 the Commission issued certificates to two pipelines
connected with the Badami oil field located 25 miles east of Prudhoe Bay: the Badami Oil
Pipeline which transports oil to the Endicott Pipeline for further transportation to the Trans
Alaska Pipeline System (TAPS) and the Badami Gas and Products Pipeline which transports
?as and later will transport miscible injectant from the Endicott oil field to the Badami oil field
or use in the Badami field. In February 1998 the Commission issued a certificate to the
Alpine Pipeline which will transport oil from the Alpine field located 55 miles west of Prudhoe
Bay to the Kuparuk Pipeline for further transportation to TAPS.

Trans Alaska Pipeline System (TAPS) .

In December 1997. the Commission accepted an uncontested settlement resolvmg pro-
ceedings concerning the pumpabilitv factors used to calculate differential rates for different
types of petroleum shipped on TAPS based on the viscosity of those different tyJJES of petro-
leum. As a result of that settlement, all types of petroleum are now transported at the same
rate on TAPS.,

InJanuary 1998. the Commission accepted a contested settlement resolving the way
payments among shippers are calculated in the TAPS Quality Bank. The Quallt%.Bank is the
mechanism through which shlpPers of lower quality oil compensate shippers of |%her quality
oil for the diminution in value of that oil caused by commingling. The settlement the Commis-
sion accepted was entered into by nine parties in the Quality Bank proceeding and contested
by two parties. Each of those two parties also submitted its own proposed settlement. Those

proposed settlements were rejected by the Commission.
The Commission moved forward in its investigation of intrastate TAPS rates and TAPS

connection rules. The issues being investigated were raised by Tesoro Alaska Petroleum
Company in its protest of 1997 tariff filings made by the TAPS Carriers. The Commission also
moved forward with a_proceeding concerning discrimination issues raised by rate competition

among the TAPS Carriers.
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Fully regulated utilities

financial data (in dollars)

Net plant 1994** 1995** 1996 1997

Electric $1,185,404,791 1,087,254,914 1,241,813,627 1,242,009,668
Gas 178,765,752 176,701,859 167,551,986 175,911,880
Refuse 5,688,489 8,273,960 9,376,672 5,917,998
Telephone* 653,711,730 742,100,233 1,045,897,056 567,861,977
Wastewater 70,907,638 80,236,556 80,780,311 71,855,340
Water 96,684,429 114,000,844 112,430,180 105,282,243
Net plant S2,191,162,879 2,208,568,366 2,657,849,832 2,168,839,106

Total revenue

Electric $461,804,705 446,996,812 489,229,828 494,552,901
Gas 110,405,070 103,235,041 99,606,093 103,593,238
Refuse 23,939,549 26,379,115 25,492,105 27,406,533
Telephone* 596,908,329 665,980,007 706,224,262 364,155,676
Wastewater 24,112,695 24,222,602 24,969,771 23,261,062
Water 28,939,059 30,090,771 29,566,927 28,065.048

Total revenue

Net income

51,246,109,407

1,296,904,348

1,375,088,986

1,041,034,458

Electric 543,345,392 53,378,158 41,391,624 34,172,311
Gas 11,250,565 13,852,565 13,246,267 15,225,745
Refuse 1,259,866 642,751 (1,062,177) 342,787
Telephone* 90,282,134 96,355,805 62,248,350 39,852,785
Wastewater 2,022,917 2,637,764 3,113,533 3,312,073
Water 1,653,414 3,056,754 3,704,882 3,770,571
Net income S149,814,288 169,923,797 122,642,479 96,676,272
Customers

Electric 207,008 209,285 214,087 214,522
Gas 89,056 89,004 94,000 94,000
Refuse 45,278 48,438 47,407 49,904
Telephone* 315,709 335,163 390,438 140,293
Wastewater 48,395 47,704 46,212 48,782
Water 50,165 50,273 50,373 49,584
Total customers 755,611 779,867 842,517 597,085

* Excludes wholesale customers of intrastate interexchange carriers to prevent double-counting and
telephone utilities that filed confidential information with the Commission
** This information for FY94 and FY95 was incorrectly reported in previous APUC annual reports
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Oil pipeline carrier financial data
Carrier property 1994 1995* 1996 1997
Gross $10,441,538,277 10,627.632,031 10,452,246,680 10,870,626,467
Net $5,093,062,489 4,895,741,094 4,544,148,052 4.520,270,591
Revenue
Gross $1,997,141,375 2.125,241,367 1,481,460,569 1,476.996,502
Net $635,693,701 1,031,800,539 593,844,066 347,415,918
Throughput 855,944,950 833,059,460 684,494,293 638.076.891
(barrels)
Gross revenue $2.33 2.55 2.16 2.31
(per barrel)
Net revenue $0.74 1.24 0.87 0.54
(per barrel)

Figure 1

Total revenue per barrel of oil

1997

1996

52.55
1995

52.33
1994

Gross revenue/barrel

Net revenue/barrel

L]

" 1995 throughput (barrels), gross revenue/barrel and net revenue/barrel were incorrectly reported

in 1996 and 1997 annual reports.
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Consumer protection

Utility customers with complaints about the wav they are being treated as consumers
have the right to seek relief from the APUC. _ . o

While the Commission first urges the public to resolve problems directly with their utility,
customers may file an informal complaint with the APUC either by letter, phone or in person.

APUC Staff will contact the utility to determine its position. The Commission Staff will
then review the complaint, the utility’s tariff. APUC orders and governing statutes and regula-
tions to determine the validity of the complaint as well as a course of action, ifagprop_ri_ate.
The APUC can. for example, require the utility or pipeline carrier to conform to the minimum
standards spelled out in the applicable tariff. . _

_If. however, the complainant is not satisfied with Staffs decision, a formal complaint may
be filed directly with the Commission through the appeal process. . o

JInvestigating and resolving complaints has become a vital element in the Commission’s
public protection role. Following are some examples of complaints handled by the Staffin

FY98.

Refuse

A refuse customer residing in Douglas. Alaska, wrote to the Commission on July 3. 1997.
questioning the utility’s billing cycle and finance charges. The customer complained that she
was charged a finance charge even though the account was paid before the due date. On
Au?ust_ 8. 1997. Staff requested that the utility respond directly to the customer and provide
staff with a c_oF_y of its response. Staff requested that the utility's response include the
customer's billing cycle, the reason for the finance charge on the bills in question and the
circumstances under which the customer would be assessed a finance charge. In its response
dated August 12. 1997. the utility admitted that the invoice was somewhat confusm% because
the finance charge reflected a gear-to-date total which appeared on each monthly bill. How-
ever. the finance charge of .875 was only assessed when no payment or a partial payment was
made. On August 25. 1997, Staff informed the customer that the finance charge had been
appropriately aﬁplled. Staffs review revealed that the customer had only been charged during
months when the bill was not paid in full. Staffalso informed the customer that the utility
would soon clarify its bills by ellmlnatln.? the confusing year-to-date finance charge and show
the finance charge applicable on each bill. The file was closed on August 25. 1997.

Telephone

On February 9. 1998. the Commission received a complaint from the parents ofa resi-
dent ofSprln% Creek Correctional Center. The parents complained about the secure telephone
system that the Department of Corrections (DOC) had recently installed. Prior to installation
of the secure telephone system, the parents had used an 800-number to accept calls from
their son and they were billed for the calls by their local telephone company. However, since
DOC installed the secure telephone system, they were billed by an agent for the new telephone
service provider. Also, under the new system they could only receive collect calls which cost
considerably more than 800-number calls. The parents sought a remedy that would allow
them to continue to use their 800-number and to have the calls billed at the rate for 800-
number calls. Staff requested that the service provider respond to the complainants and
provide rate information and any other billing options that might be available. o

The service provider resFonded on April ‘11, 1998 and provided information regarding its
billing agent, rates and Its billing procedures. The complainants were also informed that they
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Consumer protection (continued)

could not continue to use their 800-number. Staffrendered its oEinion regarding the com-
plaint on May 20. 1998 and verified that the rates charged were the rates approved by the
Commission and the bills were correct as rendered. The file was closed.

Electric

On May 26. 1998. a consumer complaint was forwarded to the Commission from the
Department of Law. Attorney General's Office. The colmJ)Ialnt outlined problems the customer
encountered when her advance pa?/me.nt was misapplied and commingled with her son's
account. The customer sent the eflectric company two payments with me invoice. The pay-
ment without an invoice was intended for her account, the payment with the invoice was
intended for her son's account. The utility applied both payments to the son's account thus
causing a delinquency on her account and late fees to be assessed. Eventually, the customer
received a disconnect notice. After months of trying to get the accounts corrected, the prob-
lem Permsted.. Staff requested a response from the utility regarding the missing payment.
Finally, the utility found the error and corrected the problem. The customer's account was
credited for the late fees that had been assessed and she received a letter of apology from the

general manager. The file was closed on June 20. 1998.

Sewer

OnlJune 15. 1998. the Commission received a letter from a water customer who re-
quested Staffs assistance to get credit for his sewer bill because he had a leak in his water
line. According to him. his 20 apartment units had a leak in the water line at the time he
acquired the property in 1989. He believed that the leaks started about 20 Kears.before. He
became aware of the leaks around 1994. However, he did not repair the leak until 1997. He
now sought credit for the sewer portion of his bill from 1989 forward. He was relyln% ona
provision in the utility's tariff that allowed it to issue credit on the sewer portion of the bill if
water was not actually used, if the date the leak began could be determined. Since the leak
had existed for such a Iong} period, a history of usage without leaks had to be established. The
utility averaged his usage for a six-month period after the leak was repaired. The six-month
average was compared fo his usa?e during ,,.c period of 1995 to the time of repair. The utility
had issued credit to his account for approximately one year of credit. However, the customer
did not think the credit was sufficient, he wanted to receive credit for the last 10years. Staff
reviewed the usage history' and determined that one Kear of credit was just and reasonable.
Staff based its determination on two factors. First, the customer did not immediately make
the repairs when the leak was detected. Second, no useful consumption history existed prior
to the leak. The customer was informed of his right to appeal Staffs decision. The informal

complaint was closed.
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Informal complaints

Utility customers and pipeline shippers with complaints about the way they are being
treated have the rlfght to seek relief from the Commission. Ifthe Commission determines the
complaint results from a violation of a tariff, then it can force the utility or pipeline carrier to

conform to the minimum standards spelled out in the tariff, _ o
Investigating and resolving complaints has become a vital element in the Commission s

Eublic protection role. In FY98. the Commission received 706 new complaints and resolved
64 cases, both old and new.

Figure 2
Informal complaints by category

FY95 Fyoe  FY97 FY98
Billing practices 150 197 336 300
Rates and charges 49 31 47 53
Quality of service 96 100 148 263
and Ti extentons T N TE
Totals 342 363 575 706
FY percent change +23% +6% +23%

Chief Consumer Protection and
Information Officer Aghes Pitts
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Informal complaints (continued)

~AsFigure 3 demonstrates, electric and telephone utilities continue to generate the major-
ity of informal complaints received by the Commission. This is generally to be expected,
because these utilities account for the greatest number of customers, the largest plant invest-
ment and the most frequent regulator}"activities, o _

The dramatic increase in telephone complaints reflected in Figure 3 is the result of
competition. During FY98, the Consumer Protection Section processed 449 telephone com-
plaints. Of these. 194 concerned quality of sendee. 169 concerned billing practices. 65 con-
cerned sendee availability and line extensions, and 21 concerned rates and charges.

1995 i 1996 1997 1998
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Informal complaints (continued)

The number of telephone contacts and personal conferences handled be ihe .
Commission’s Consumer Protection and Public Information Section over the past four years is

shown in Figure 4.

Figure 4
Consumer protection/public information contact summary
Category FY95 FY96 FY97 FY98
Telephone contact
(includes incoming
& outgoing calls) 5.080 6.703 8,852 9.908
Conferences 260 276 461

Informal complaint activity by lhe Consumer Protection and Fublic Information Section
over the past four years is summarized in Figure 5.

Figure 5
Informal complaint activity

File activity FY95 FY96 FY97 FY98
Pending complaints
(beginning of year) 16 18 31 5
New complaints
received 342 363 575 706
Complaints resolved 340 350 583 664
Pending complaints

31 5 47

(end of year) 18

The vast majority of complaints are resolved through the informal complaint process.
However, there are f)rocedur_es for instituting a formal complaint or launching a formal com-
Blalnt ifan informa comtfllamt is not satisfactorily resolved. Ifa formal complaint is accepted

y the Commission for adjudication, it is assigned a docket number, and an investigation is
instituted into the issues raised in the complaint. In FY98. two informal complaints appealed

staffs decision and were docketed for adjudication.



199JJ Annual Report

*To qwwen ww - <mmmmmm ). - 5% - A st m<mot o ip Avy..rt .mip.iiiimiiiipicun .rti Lnwnn

Certification proceedings

Acertificate of public convenience and necessity must be obtained by virtually even'
utility (with limited exceptions) and pipeline carrier proposing to provide senice to the public
for com.P.ensatlon. In addition, the Commission must approve all amendments to. or transfers
of. certificates as well as acquisitions of controlling interest in certificate holders. .

The criteria for issuing certificates are prescribed by law. The sendee must be requwed
for the public convenience and necessity, and the applicant must be fit, willing and able to
provide the senice. During FY98. the Commission processed 99 applications for certificates,

depicted by entity and category in Figures 6 and 7.

Figure 6
FY98 Certification dockets by entity type

Steam |1
Water 1
Telephone
Sewer
Refuse 11
Pipeline
Gas O
Electric
Cable TV o

Cellular o

Total

Figure 7
FY98 Certification dockets by category

Acquisitions 10
Amendments 13
Certificate transfers
Exemptions from certification B i
New certificatesH I 63
Temporary operating authority O
Discontinuation of service fli

Other

Total



sku Public U tilities Commission

w"res— —TaFrav . i 5 o vr-rren-s)

Certification proceedings
(continued)
Most small electric utilities identified through the Power Cost Equalization program (PCE)

applied for certificates P_rior to FY89. Several of these applications are still pending approval
because of incomplete financial information or system safety considerations.

Figure 8
FY 95-98 Certification proceedings

ENTITY TYPE FY95 FY96 FY97 FY98
Cable TV 2 2 1 0
Electric 10 4 9 4
Refuse (gatbage) 7 2 11
Gas 1 4 0
Pipeline 2 3 0 3
Wastewater (sewer) 2 2 4 3
Telecommunications 18 21 32 66
Water 5 3 6 11
Steam 0 0 1 1
Totals 47 43 59 99
CATEGORY FY95 FVO9G FY97 FY98
Temporary operating authority 1 0 0 0
New certificates 17 28 31 63
Amendments 17 6 13 13
Certificate transfers 6 5 7 9
Acquisitions 2 3 8 10
Exemption from certification 0 0 0 1
Discontinuation of service 1 0 0 1
Other 3 1 0 2

Totals 47 43 59 99
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Orders

The Commission issued 462 decisions or orders duringq tbhe last fiscaOI| year.ﬂThe;;la[je_
ubstantive oraers retlect Tindings

categorized into two groups: substantive and procedural

and conclusions based on evidence included in the form _
dural orders relate to the process and schedule used to handle a case. Figure 9 shows the
orders issued by category for the last four years. Figure 10 shows the substantive and proce-

dural orders issued by utility type during FY98.

Figure 9
Orders issued
FY95-FY98

FY95 FY96
Substantive 268 294
Procedural 59 57

Totals 327 351

Figure 10

record of the Commission.

FY97 FY98
317 412
65 27
382 462

Orders issued, substantive and procedural

FY98

Total number of orders issued = 462

Utility Type Substantive
Telephone 264
Gas 6
Electric 47
Refuse (garbage) 21
Sewer 0
Water 17
Pipeline 43
Cable TV 0
Cellular 0
Genericl 34
Totals 432

Procedural

13

O CORP PO UITO

w
o

Proce-

1Generic count consists of Regulatory Dockets and Dockets which involved more than one type

of entity.
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Tariffs are the terms, conditions, rules and rates governing an entity's conduct in provid-
ing public service, similar to the manner in which a corporation is governed by its bylaws. In
approving a certificate of public convenience and necessity allowing a utility or.piFeIine carrier
to operate, the Commission also reviews the tariff of the applicant. All economically regulated
u]ytlrl]tlets a,;gfd pipeline carriers are required to maintain a tariffand to operate under the terms
of the tariff.

Regulated entities must notify the Commission of any proposed changes to their tariffs,
In most cases, the Commission must approve the tariff revisions before the revisions can take
effect. For certain kinds of utilities, however, the Commission now usually allows proposed
tariff revisions to take effect automatically at the end of a 30 day period. The most common
occurrence of tariff revisions taking effect automatically is with res_?ec_t_to interexchange
telecommunications utilities. The Commission considers most tariff filings at “tariff action
meetings" which are held in public twice monthly, generally on the second and fourth Fridays
of each month.

Review, analysis and disposition of tariff filings are substantial elements of the
Commission's workload. During FY98 there were 624 tariff filings submitted to the Commis-
sion. Of these. 554 were processed routinely (generally within 45 days of receipt). Of the
remaining 70 filings. 55 were suspended for further investigation, and 15 were pending at year

end.
A graphic indicator of the portion of tariff filings suspended, relative to the total received,

is shown in Figure 11,

Figure 11
Tariffs filed — Tariffs suspended

1995 1996

Processed
routinely

Suspended Pending
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(continued)

In FY98 there were nineteen proposed general rate chan(};es, three simplified rate change

filings, and two general rate restructurinﬁ
utilities and were all approved. Ten oft

One of the two general rate restructuring fi

s. The three simpli

ied rate filings were from electric

: f the general rate changes were from pipeline carriers
and nine were from utilities. Of the nineteen general rate changes, fourteen were suspended,
two vvent into effect automatically, and one was |pendlng at year end.

ings was from a telecommunications utility,

and it was suspended: the other filing was from an electric utility and it was pending at year

end.

proposed tariff changes it includes.

Utility and pipeline tariff revisions

CATEGORY

Figure 12

FY95

~ Figure 12 presents a statistical breakdown of requests for utili
tariff changes by category. Each request is counted only once regar

ty and pi
dylesso t

)

eline carrier
e number of

General rate changesl
General rate restructurings
Simplified rate filings
New service/equipment offerings
Nonrecurring rates
Universal access surcharge
Regulatory cost charge
Contracts
Fuel, gas. and purchased
power surcharges: power cost
equalization filings: nonfirm
power purchase rates
Rule changes
Miscellaneous

Totals

FY percent change

18
4
6

25

10

17

97

21

127
38
32

395

-7%

FY96 FY97 FY98
14 17 19

3 8 2

8 4 3

55 79 183
14 5 20

0 0 0
113 85 101
18 12 12
148 110 112
33 41 40
26 119 132
432 480 624
+9% +11% +30%

> In previous annual reports, some tilings now shown in this category were classified as "mis

cellaneous.”

The "General Rate Changes Category' does not include simplified rate filings.
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Tariff revisions (continued)

Figure 13 shows a summary of tariff filings used to generate the chart in Figure 14,

Figure 13
FY98 — Tariff filings

Number of filings

Type
Cable TV 0
Electric 155
Gas 7
Pipeline 47
Refuse 31
Steam 1
Wastewater (sewer) 9
Telephone 352
21

Water

Figure 14 isa summary of the tariff filings received in FY98 classified according to utility
type and pipeline carrier.

Figure 14
FY98 — Tariff filings by type

Gas (1.1%) o
Pipeline (7.5%)

I7efuse (5.0%)
Electric (25.0%)- Wastewater (sewer) (1.4%)

Steam (0.2%)-

Water (3.4%) -
Telephone (56.4%)
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Formal proceedings

(excluding certification)

Inaddition to the certification and tariff filings, the Commission institutes formal pro-
ceedings to consider a number of matters including rate changes, rule changes, special con-
tracts. complaints against utilities and pipeline carriers, investigations of sendee quality or
management practices, and regulations. Frequently, requests for general rate changes also

include or necessitate a restr.ucturing of rates. o
Rate-related filings continue to be the dominant component of the Commissions formal

proceedings, excluding certifications, as shown in Figures 15 and 16. This statistic is signifi-
cant because these proceedings tend to have a long-term impact on the Commission's
workload. Considerable time and resources are required for audit, investigation, prefiled
testimony preparation, public hearings, determination and issuance of a decision, and pro-
cessing any requests for reconsideration,

Figure 15
Formal proceedings
(excluding certification)

FY95-FY98

Access charge filings 0 20 421 22
Contracts 1 3 4 6
Generic and regulation proceedings 7 8 14 12
Investigations:

Complaints 7 7 19 12

Management practices 1 2 4 3

Interconnection 0 0 4 5

Eligible carrier designation 0 0 0 32
Other 9 2 7 5
Rate changes:

General rate changes 9 4 4

Rate restructurings 4 3 3

Service/equipment offerings 3 9 15 36

Rates - other 7 3 25 6
Rule changes 1 2 3 2
Miscellaneous 1 4 13 19
Total 50 67 160 167

lincludes access charge proceedings lor a lwo-year period.
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Formal proceedings (excluding

certification, continued)

Figure 16
Composition of FY98 formal proceedings
(excluding certification proceedings)

Access charge filings 22
Contracts
Generic/Regulation
Investigations
Rate changes
Rule changes
Miscel laneous 19

Total

K s

"rasi.4k.jC v
Administrative clerk Pamela Neale, administrative supervisor Barbara Miller and
administrative clerks Ruthie Lee and Patricia Howard
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Open dockets

All formal proceedings hefore the Commission are adm_inis.ter.ed_through_ dockets, which
are numbered to denote the type of proceeding, the year of its initiation and its numerical
sequence in that year. "R" designates a regulatory docket, “P" a pipeline case, and "U" a utility
P_roceedlng. For example. P-94-3 is the third pipeline docket opened by the Commission in.
iscal year 1994. The materials, legal pleadings and decisions relevant to a case are identified
bﬁ this number and filed in the docket. Aftera case is decided and any necessary costs are

allocated, the docket is formally closed. o _
For the statistical analysis of open dockets presented in Flgure 17. active dockets are

those in which substantive decisions were pending at the end of FY98. Dockets in which
substantive decisions were rendered, but additional administrative or procedural action was

still required as of June 30. 1998. are classified as inactive.

Figure 17
Status of all open dockets FY95-FY98

FY95 FY96 FY97 FY98

Suspended for investigation 32 48 129 173
Set for hearing 2 6 2 2
Awaiting filing 44 33 19 97
Substantive order in progress 34 32 37 91
Other / regulations 16 19 26 29
Total 128 138 213 392
FY percent change +3% +8% +54% +84%

Inactive dockets (post-suostantive order)

FY95 FY96 FY97 FY98

Awaiting filings 9 19 23 51
Awaiting cost allocation closing order 52 59 112 89
Subsequent phase to be scheduled 2 2 19 6
Court appeals 16 11 6 6
Other / reconsideration 6 7 2 15
Total 85 98 162 167

+55% +15% +65% +3%

FY percent change

4
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Open dockets (continued)

Figure 18 shows the change in the number of cases pending at the end of FY98. The
Commission opened 266 new dockets in FY98, an 18 percent increase from FY97. This led to
a 49.1 percent increase in dockets pending at the end of FY98.

Figure 18
Change in caseload
FY95-FY98
FY95 FY96 FY97 FY98

Pending cases beginning of year 179 213 236 375
New dockets opened 97 110 219 266
Dockets closed 63 87 80 82
Pending cases end of year 213 236 375 559
Percent change inpending
caseload atend of FY +190% +108% +589% +491%

Administrative clerk Rose Weaver, utility tariff analysts
Jennifer Meiwes, Dawn Bishop-Kleweno, Wendy Arnett
and administrative clerk Mark Armstrong
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Summary of filings

‘Figure 19 summarizes the _fiIi_nPs received by the Commission bv type of utility or Fipeli_ne
carrier and by type of filing. This ilfustrates the distribution of the Commissions workload in
response to actions requested primarily by regulated entities. Responding to these filings

could easily consume the resources of the agency. o .
The table does not include Commission obligations arising from government actions or

from initiatives taken by the Commission. These activities are equally important to fulfill the
APUC's regulatory responsibilities.

Figure 19
Summary of filings by type of entity

Tariff Formal Informal Appli-
filings pro- complaints cations
ceedings

Genericl 0 2 0 0
Steam 1 0 0 1
Water 21 2 37 il
Pipeline 47 7 0 3
Cable TV 1 0 0 0
Electric 155 23 135 4
Refuse kil 6 42 il
Gas 7 1 41 0
Sewer 9 0 2 3
Telephone 352 125 449 66
Cellular 0 1 0 0
Total 624 167 706 99

*This act involved more than one type of utility.
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A PUC orders on appeal

in Hie courts

Appeals pending during Fiscal Year 1998

Anchorage Telei)hor]e Utility v. Alaska Public Utilities Commission. ATU apBeaIed
Commission orders disallowing approximately $20,000,000 in investment for excess cable,
outside plant and line cards on the grounds that these investments were not "used and use-
ful." The sugerlor court, per J. Woodward, held that the APUC had the statutory authority
under AS 42.05.441 to disallow investments that were not used and useful but found a lack of
substantial evidence to support the amount disallowed. The case was remanded for further

proceedings.

_ The Quality Bank Price Index Appeals. For the purpose of computing the TAPS
quality bank adjustments, the Commission has adopted the use of substitute price indexes by
the administrator of the quality bank. Both Exxon and Tesoro have filed appeals of these
orders. The appeals have been stayed until further order of the superior court pending resolu-
tion of the issues before the Federal Energy Regulatory Commission and the federal courts.

_ GCI Communications Corporation v. Alaska Public Utilities Commission GCl filed
a_petition for review in the superior court seeking to modify the confidentiality provisions of a
discovery order issued by the APUC in Docket U-97-34. which prevented GCI decision makers
from having access m competitively sensitive information. The issue was pending before
Judge Michalski at the end of the 1997 fiscal year. On July 18. 1997Jud%e Michalski granted
GCl's petition for review and remanded the matter to the APUC to delete the provision in the
confidentiality order prohibiting the disclosure of confidential information to a competitor's
decision makers and strategists. On August 7, 1997 the APUC filed a petition for review with
the Alaska Supreme Court to review Judge Michalski's interlocutory order. On December 5.
1997. the Alaska Supreme Court denied the APUC's petition for review as moot in view of the
APUC's approval of a stipulation resolving matters in Docket U-97-34.

GCl Communications Corporation v. Alaska Public Utilities Commission. InJanu-
ary 1998. GCI filed three administrative aEJpeaIs from APUC orders in Docket Nos. U-97-60.
U-97-65. and U-97-66 challenging the APUC's decision in each of these dockets precluding
GCI from further participation in these proceedings. Based on the documentary record, the
Commission determined that GCI had violated the confidentiality order governing the ex-
change of confidential information in these dockets. The APUC opposed GCl's appeals how-
ever. and moved for a remand in view of its decision to grant GCI evidentiary hearings to
reconsider whether GCI complied with the confidentiality orders, and to determine what
sanctions, ifany. are warranted. On February 20, 1998 Superior Court Judge Murphv
granted APUC's motion for a remand but retained jurisdiction over the appeals pending the
completion and outcome of the administrative hearings.

GCI Communications Corporation v. Alaska Public Utilities Commission. On
January 8, 1998. the Commission issued three orders denying GCI's petition to terminate
rural exemptions under Section 251 of Telecommunications Act of three PTI companies.
Telephone Utilities of Alaska. Inc. (TUA]). Teleﬁhone Utilities of the Northland. Inc. (TUNI) and
PTI Communications of Alaska. Inc. (PTIC). The Commission found that the impact uﬁon
universal sendee could not be determined until a new support system compatible with compe-
tition was established. On March 20. 1998, GCI ftkd administrative appeals of the three
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A PUC orders on appeal

in the courts (continued)

orders. Agroup of rural telephone utilities, the Rural Coalition has been pa.rticiﬁating in the
appeal. The appeals have been consolidated. GCI has raised issues concerning tne burden of
proof, due process and whether substantial evidence supported the findings of the Commis-

sion. The appeal is now being briefed.

Tlingit-Haida Regional Electrical Authority (THREA) v. Alaska Public Utilities
Commission, Alaska Power Company (APC), and City of Klawock. This procedurally
complicated I|t|]gat|on began following the APUC's decisions in Orders U-94-2(9) and U-94-
2(105).revok|ng HREA's right to provide retail electric service to the City of Klawock and
granting the exclusive right to provide such service to APC. THREA filed an administrative
appeal challenging APUC's Orders U-94-2(9) and U-94-2(10). On April 24, 1995, Superior
Court Junge eeks upheld the APUC's authority to delineate the overlapping sendee territo-
ries of THREA remanded .

2(9) and U-94-2(10%WOU|d financially |mi)act THREA and the ratepayers in THREA's sendee
territory, and whether such impacts would frustrate the federal purpose of the Rural Electrifi-
cation Act of 1936 (REAct). On remand, the APUC held ewdenﬂarz hearings to investigate the
impact issues identified by the superior court. On July 3. 1997, t

2(19). in which it held that the decertification of THREA's right to sen'e Klawock would have
only a de minimis impact on ratepayers in THREA's sendee territory, and that it would frus-
trate the REAct if THREA continued to serve Klawock. Order U-94-2(19) re-affirmed the
decisions in Orders U-94-2(9) and U-94-2(10). THREA filed an administrative appeal chal-
Iengln% the APUC's decertification decision in Order U-94-2(19). OnJuly 1. 1998. Superior
Court Judge Weeks upheld the Commission's decertification decision and remanded the
matter to the APUC for a determination of the fair value of THREA's property taken by the
decertification decision. THREA has filed an appeal to the Alaska Supreme Court challenging
Judge Weeks' decision. The City of Klawock and APC have jointly filed cross-appeals and the
APUC has filed its own cross-appeal on portions of Judge Weeks" decision regarding the

takings issue.

Assistant attornuys general Ron Zobel
and Marty Weinstein

and APC. but remanded the matter to the APUC to determine how Orders U-94-

e APUC issued Order U-94-
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Legal authority

Statutes

Created in 1959, the Alaska Public Utilities Commission has, since 1970, been a full-time
administrative agencY under the Alaska Public Utilities Commission Act (AS 42.05) charged
with the duty of requlating public utilities within the state. The jurisdiction of the Commis-
sion extends to electric, gas. refuse (%arbage), sewer (Wastewaterj, steam, telecommunications
écable television, interexchange, and local exchange sendee), and water public utilities as

efined by the Act. In 1981 the Legislature amended the Alaska Pipeline Commission Act (AS
42.06% to merge the Alaska Pipeline Commission into the Alaska Public Utilities Commission,
and the Commission’s jurisdiction was extended to pipeline carriers and pipelines.

The Commission is comprised of five commissioners appointed by the Governor and
confirmed by the Legislature for six-year terms of office. In addition to the business, engi-
neering. and law members, there are two consumer members of the Commission. The Com-
mission is authorized to employ additional personnel to assist in the performance of its duties.

The Commission is responsible for making or requiring just. fair, and reasonable rates,
classifications, regulations, practices, services, and facilities for public utilities and pipeline
carriers. The Commission has the authority to .investigfatle, hold hearings, prescribe systems
of accounts, determine depreciation rates, require the filing of reports, adopt requlations, and
take other lawful actions necessary to accomplish the stated purposes of AS 42.05 and AS
42.06. The Commission also determines the eligibility of electric utilities for power cost
eguallzatlon and the kilowatt-hour subsidy amount under the provisions of AS 42.45.100 —
42.45.190. The Commission is also authorized under AS 31.15.010 - 31.15.050 to determine
if there has been unjust and unreasonable discrimination in the purchase of oil offered for
purchase within Alaska. S o o

Under AS 42.05.221. a public utilitylproviding sendee to customers for compensation is
required to obtain a certificate of public convenience and necessity- from the Commission. A
certificate describes the nature and extent of authority granted to a public utility, including a
description of the authorized sendee area and the scope of operations of the utility. Under AS
42.05.241. no certificate may be issued unless the Commission finds that the sendee is re-
quired for the convenience and necessity of the public and that the applicant is fit. willing and
able to provide the utility service requested. Similarly, pipeline carriers subject to the
Commission's jurisdiction must secure a certificate of public convenience and _necessny. A
certificate for pipeline carriers generally includes the same information found in a public

utility certificate.

W The tems "public* and "public utility’ are delined in AS 42.05.990(3) and (4), respectively. Gener-
ally. a public utility is one thet provides utility service for compensation to ten or nmore custorers or

thet sells wholesale service to a utility thet serves ten or nore custoners.
_Hlectric and telephone utilities grossing less then S50 000 are not required to be certificated unless
their customers petition the Commission for regulation under AS 42.05.712(h). AS 42.05.711 ().
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Legal authorify (continued)

Anumber of certificated utilities are statutorily exempt from economic requlation'lby the

Commission, including: N o
(I) public utilities owned and operated by a political subdivision of the state, none of
whose utilities is in competition with any other utility, unless the political subdivision elects to
be requlated by the Commission (AS 42.05.711(h));-4
~(2) refuse utilities with annual gross revenues of $300,000 or less, unless the sub-

scribers of the utility petition the commission for requlation under AS 42.05.712(h) or custom-
ers paying 25 percent of a utility's gross revenues have petitioned the Commission for regula-

tion (AS 42.05.711 (i): o N o
cable television utilities, unless the customers petition the Commission under AS

3
42.05.78(h) for requlation (AS 42.05.711 (k)): and
(4) electric and telephone utilities with gross revenues of less than $50,000 are exempt
from both certification requirements and economic requlation, unless 25 percent of their
customers petition for requlation under AS 42.05.71281). -
AS 42.05.711 also specifies other utilities that may, under terms specified in AS
42.05.712. elect to become economically deregulated by the Commission. Utilities that may

elect to deret{;ulate are: o
(1) electric or telephone utilities with annual gross revenues of less than $500,000 (AS

42.05.711(A): . L
(2) utilities, other than electric or telephone utilities, with annual gross revenues of

less than $150,000 (AS 42.05.711(g)); and
(3) cooperative utilities or?anlzed under AS 10.25 (AS42.05.711(h)).

Ina dere%ulatlon election at least 15 percent of a utility's customers must return ballots.
Ifa majorm{ of those returning ballots vote for deregulation, the utility is exempt from eco-
nomic regulatio by the Commission (AS 42.05.712?b)). The same election procedures aEpIy
to the rerequlation of a utility that was derequlated by vote of its member/subscribers. For
details on the elections held under AS 42.05.712. see Results of Utility Regulation Elections in
the Statistical Information section of this annual report. N

The Commission is also authorized under AS 42.05.711(d) to exempt a utility from all or
a portion of AS 42.05 ifsuch an exemption is in the public interest. Under this provision, the
Commission has exempted a number of small utilities from ratemaking regulation. Comﬁetl-
tion in refuse collection services has also been introduced in-a number of areas around tne

state.

"Economic regulation” (defined in 3 AAC 48.820(4:)1)) means thet the Commission's jurisdiction
extends to matters concerning rates and charges for public utility or pipeline carrier services, quality of
service provided by a utility or pipeline carrier to its custormers or shippers, management practices of a

itility or pipeline carrier, and custormer or shipper conplaints concerning the services furmished by a
ttility or pipeline carrier. The foregoing natters comprise the principal regulatory activities of the
Jommission other than certification under AS 42.05.221 —42.05.281, to which the indicated utilities
rerain subject under AS 42.05.711.

4 The utlities of the Municipality of Anchorage are the only utilities operated by a political subdivi-
sion thet are currently subject to economic regulation by the Commission.
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Legal authority (continued)

Regulations

As authorized under AS 42.05.151 and other statutory provisions, the Commission has
adopted regulations to carrv out its statutoer duties. The Commission's regulations are set
out in the Alaska Administrative Code at Title 3. Part 5. Chapter 47 (RegulatorEy Cost Charge)
Chapter 48 (Practice and Procedure): Chapter 49 (Deregulation): Chapter 50 ( nergg Conser-
vation): Chapter 51 (Telecommunications Relay Senice): Chapter 52 (Operation of Public
Utilities): and Chapter 53 (Telecommunications).

utility engineer analysts Brad Persson, Bill Marshall,
Paul Morrison and Donald Baxter
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HOUSE BILL NO. 62
INTHE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE -FIRST SESSION
BY REPRESENTATIVE THERRIAULT

Introduced: 1/22/99
Referred: House Special Committee on Utility Restructuring, Labor and Commerce

A BILL
FOR AN ACT ENTITLED

An Act relating to the Alaska Public Utilities Commission; and providing for an

effective date."

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

dSection I. AS 44.66.010(a)(4) is amended 10 read:

(4) Alaska Public Utilities Commission (AS 42.05.010) - June 30, 2003
[1999];

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c)-

HE0062a -1- HB 62
Mew Text Underlined [DELETED TEXT BRACKETED]



Alaska; ~taic jEcgislature While in session

REPRESENTATIVE State Caoiioi
GENE THERRIAULT juneau. Aiasxa

M ailing Address: 39801*1187?
119 N. Cushm an. Suite 101 (907) 465-4797
Fairbanks. Alaska 99701 Fax: (907) 465-3884

(907) 488-0857

Pax: (907) 488-4271 House District 23

Z"nuse (Of HeprEseniattfies

House Bill 62 “An Act relating to the Alaska Public
Utilities Commission; and providing for an
effective date.”

Sponsor Representative Gene Therriau

Sponsor Statement

Under AS 42.05 and 42.06. the Alaska Public Utilities Commission regulates public
utilities by certifying qualified providers of public utility and pipeline services. Itis
designed to ensure that utilities provide safe and adequate services and facilities at
reasonable rates. The five-member Commission also determines the eligibility and the
per kilowatt-hour support for electric utilities under the Power Cost Equalization program
(AS 42.45).

The Alaska Public Utilities Commission isset toexpire June 30, 1999 under AS
44_.66.010, Termination of state boards and commissions. Ifthe Legislature does not act
to extend the Commission, ftwould have one year, until June 30. 2000, to conclude its
affairs. House Bill 62 will extend the Commission for another four years.

The title has intentionally been left broad enough to allow leeway for discussion of

several issues of concern that have arisen during the past four years of the Commission®s
existence.

Email: Reorosentative Gene ThGrriault®logis.stat0 .ax.us
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A urora P owerpushes for pilotstudy: utilities resisting

Knives sharpen on electrical competition

You could almost feel the knives being sharpened among the players inthe upcoming fightover
competition inelectricity sales. The occasionwas the Feb. 10 meeting of the House Special Utility
Restructuring Committee during which utilities, represented by Alaska Rural Electric Co-0p and
Anchorage 3 Municipal Light & Power, sparred with Aurora Power, the feisty natural gas (and

possibly electricity) reseller in the Anchorage area market. AUIOrA pitched the committee on its
proposal for a two-year pilot project to allow limited competition in the southcentral Alaska
electricity market. Thatproposal is before theAlaska Public Utilities Commission, buttheLegislature
may be encouraging (or requiring) a competitionpilot as apart ofpossible legislation dealing with
the broader question ofelectrical deregulation. A consult—

ant reporton a pilot project is also due to the Legislature in

March. CH2M Hill isdoing the work, although that is not Inside this report...
connected to the proposal by Aurora before the APUC . Knowles 7income tax......... Page 2
School prototype design Page 2
Aurora isarguing for itspilot projectallowingcompe — Economic FOorum............. Page 3
tition between generators of power in Southcentral, with Status of bills. - onnn ... ... Pages 4-5
business or residential consumers having the choice of Spill readiness................ Page 6
power providers. Electricitywould still flow over transmis—  *<S¢g our special Rural, Schools, Municipal,

sion lines of the local utilities. Power generators could sell SUpplementfor more.

spare capacity at a discount to (Continued onpage 8)

Rokeberg seeks private sector immunity on “Y 2 K >>problems

Small businesses inAlaskawould receive blanket HB-82 would allow no suits against individuals or
immunity from law suitsrelating toproblems caused very small businesses for problems relating to Y 2K
by “Y2K?>?(Year 2000 computer) problems and failure. For businesses with 11 or more employees
others would be sheltered if they used “Hue dili— the protection would hold unless “the person bring—
gence””under HB-82. Rep. Norm Rokeberg intro— ing the civil action shows by a preponderance of the
duced the hill. Its first hearing 1is scheduled for evidence that the business failed to use due diligence
Friday Feb. 12 in the House Labor and Commerce or good faith efforts toavoid the damages claimed in
Committee, which he chairs. Other Y 2K billsunder the civil action.”The bill alsodefines “€mployees”as
consideration inthe House and Senate would protect persons working at least 20 weeks in the year in
state agencies and municipalities from Y 2K suits. which a problem isalleged to have occured.



Sparring begins over electrical competition (Cont.)

Continuedfranpage Dconsumers, or sell toa reseller likeAurora. The competitionwould lead
tolower prices. The same thinghashappened inAnchorage natural gasmarketswhereAuroraand now
Marathon Oil, amajor gas producer, sell gas directly to large commercial or institutional consumers.
The gas moves through Enstar Natural Gas system, which charges itsnormal tariffon the volume.
Auroranow has 800 customers in the Anchorage area, with about $12 million a year in sales. The
electricity experimentAurora has proposed would involve about 10 percent of theAnchorage power
requirement and is intended to provide real-life data for a study of a broadening of competition.

Sigficatdy, thereseans tobe a broad consensus among tteplayers nthis iss e ttet rural utilitess
presatagoecial caseand tretaopetitian, Hinotbroederdaragulataan, shouldbe Iimrtedtotremore

populous comunirtes.

Utilitiessay theydon Tobject tocompetition inconceptbutargue thatapilotprojectallowing limited
competition before important policy issues are decided could fuel enthusiasm for deregulation before
the “homework””is done. Questions include how far deregulation should go, how much “therry
picking”will be allowed (raiding large customers, leaving a regulated utility with a smaller, higher-
cost base), and “Stranded”*facility costs (a utility 3sunk cost in facilities ifthe customer base shrinks).

D oes regulated pricing structure leads to inefficiencies, higher costs?

The comirttee sintrig.ed n, and wllpursuefutter, treargument byAurora tret theguaranteed
rateofretumal loned reguliatedutalities leeds to refhiaetiesand higher asts. For exaple, cpital
Taalitydgprediciation isoften stretdsd so trat utallities can put Gprtal recovery aosts inttelr rate
bese Idgaﬂerfécilitisarepaidthuroraarges- “flarket-based”Pricing issuperior and will lead
to lower costs, Aurora argued. Electricity competition happensnow on thewholesale level. Chugach
ElectricAssoc, sellsasmuch power wholesale toother “tailbelt”utilitiesas itsupplies to itsown retail

tomers. Buyers like Fairbanks Tolden Valley ElectricAssoc, can buy from Chugach or generate
e of theirown power. Chugach sells power to others for less than itsells to itsown customers.

Alaska Legislative Digest

& Rural, M unicipal, School Supplement (907) 522-1761

3037 South Circle

Anchorage, Alaska 99507 ( ) Bill me.

907) 349-7711 -Fax: (907) 522-1761
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U tilities

C ommission

About the APUC. ..

Utility rates and services affect every Alaskan. Utility customers deserve reasonable utility rates and
reliable service. The Commission works to ensure just and reasonable rates and high quality, reliable

service.

Reasonable rates and reliable service can enhance economic development and be determining factors in
business decisions to start up operation in, or relocate to, Alaska.

Who is the APUC?

The APUC has five commissioners, each appointed by the Governor and confirmed by the Legislature for
a six year term. The current commissioners are:

Sam Cotten, Chan man
Alyce A. Hanley
Dwight D. Ornquist
Tim Cook

James M. Posev

Executive Director, Robert A. Lohr and a staffof 35 arc responsible for providing professional staff
support for Commission decisions and for carrying out the Commission®s policies.

What does the APUC do?

The Alaska Public Utilities Commission (AS 42.05.42.06,and other statutes) regulates public utilities by
certifying qualified providers of public utility and pipeline services; and ensuring that they provide safe
and adequate services and facilities at just and reasonable rates, terms, and conditions. This keeps rates as
low as possible while allowing the utility to earn a fair return. The commission also determines the
eligibility and the per kilowatt-hour support for electric utilities under the Power Cost Equalization

program (AS 42.45).

Who isRegulated by the APUC?

Most companies providing telephone, electric, gas, water, sewer, garbage, or steam services to ten or more
customers arc required to have a certificate to operate. A public utility or pipeline carrier must obtain a

2/16/994:17 br
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certificate of public convenience and necessity, which describes the authorized service area and scope of
operations of the utility. A certificate may be issued only ifthe commission finds the applicant to be fit,
willing, and able to provide the utility service requested.

The rates, services, and practices of many utilities are economically regulated by the Commission. Other
utilities are not economically regulated. These include city-owned utilities, very small utilities, cable TV
and cellular phone service, and cooperatives whose members have voted to de-regulate.

The Commission also regulates oil pipeline companies that operate within the State.

When do we need the APUC?

In most cases, when utilities request changes in either their rates or types of services they provide, the
APUC provides notice to the public and allows thirty days for comments. The Commission then acts to
approve or disapprove the utility"s proposal.

Public notice appears as an ad in the local newspaper or is posted in the local post office.

Where is the APUC?

The APUC is located at 1016 West Sixth Avenue, Suites 300 and 400, Anchorage, Alaska. (907)
276-6222, (907) 276-0160 Fax, (907) 276-4533 TTY

The APUC holds most public meetings in Anchorage, although the Commission may hold hearings in
affected communities throughout the state.

i Back to APUC"s Home Page
FamState of Alaska Home Page

R-Mail to the APUC

Webmaster
Last Update: December 24, 1998
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