


A L A S K A  S T A T E  H O U S E  O F  R E P R E S E N T A T I V E S

Alaska State Capitol 
Juneau, Alaska 99801 
Room 408

Phone (907)-465-4954 
Fax# (907)-465-2418

Representative Tom Anderson 

MEMORANDUM

Date: February 24, 2004

To: Representative Kurt Olson, Co-Chair
Representative Bill Thomas, Co-Chair 
House Community & Regional Affairs Committee

From: Representative Tom Anderson, Chair
House Labor & Commerce Committ

Re: HB 108

I would request you schedule HB 108 for a hearing before your committee at your earliest 
convenience.

This legislation would require an exemption from regulation by the Regulatory Commission of 
Alaska (RCA), something that every other municipally owned utility in Alaska, except one, 
already enjoys (the City o f Pelican requested continued RCA regulation o f its water utility when 
it was sold). Anchorage as the largest, most highly sophisticated city in the state is fully capable 
o f soundly regulating its own municipally owned utilities. Self-reguiating Anchorage’s water 
utility would save ratepayers money and enhance local control.

Anchorage has extensive experience regulating other municipally owned enterprises. The Port 
of Anchorage, Merrill Field, and Solid Waste Services are all financially sound and provide First 
class customer service. Actually, Anchorage has self-regulated its public utilities for more years 
than have state regulators. RCA regulation is slow, expensive and partially duplicates the review 
process that the municipal administration and assembly already apply. AWWU ratepayers pay in 
excess o f $500,000 per year to the RCA to cover the cost o f regulation. The greater cost is in the 
form of regulation lag, the delay in obtaining approval o f a requested rate change.

Thank you for your consideration o f this request. Please contact Josh Applebee at 4954 in my 
office if you have any additional questions.
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S P O N S O R  S T A T E M E N T  F O R  H B  108 
B Y : R epresentative  T o m  A nderson

T IT L E :  "An Act relating to the regulation of water and sewer utilities of political subdivisions that are not 
In competition with other water und sewer utilities."

House Bill 108 would exempt Anchorage Waste Water Utility from regulation by the Regulatory 
Commission o f Alaska (RCA). Except for the City o f Pelican, no other municipal owned 
water/wastewater utility is regulated by the RCA. (Pelican requested regulation of its water 
utility by the RCA).

The Municipality o f Anchorage believes the current RCA regulation processes are cumbersome, 
slow, expensive, and non-responsive to local needs. Ratepayers are required to pay for the 
expensive RCA regulatory process as a surcharge on every bill, whether or not their utility has a 
case pending. For example, f^ m  1993 until 2003 AWWU never had a rate increase from the 
RCA or the APUC, yet ratepayers have paid a regulatory assessment to the RCA as part o f every 
bill. In 2004 AWWU ratepayers are projected to pay about $500,000 to the RCA to cover the 
costs o f regulation. The greatest costs appear in the form of regulatory delay in obtaining 
approval o f a requested change.

The MOA is directly accountable to ratepayers served by the utilities - they are voters. The 
Municipality has experience successfully regulating enterprise activities. The Port o f Anchorage, 
Solid Waste Services and Merrill Field are all Financially sound and provide First class customer 
service. Municipal public hearings are held on any proposed rate increase and the public is very 
involved in the hearing process.

HB 108 changes existing law by adding lines 5 thru 8 on Page 2. This language states that a 
water or sewer utility owned by a political subdivision not directly competing with another water 
or sewer utility is exempt from RCA regulation.

I would ask for your support on HB 108.
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M u n i c i p a l i t y  o f  A n c h o r a g e
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SUBJECT: Self-regulation of Anchorage Water and Wastewater Utilities

The Municipality of Anchorage and the Anchorage Assembly have designated 
“Regulating Anchorage’s Own Water/wastewater Utilities” as a top municipal legislative 
priority for 2004. This would require an exemption from regulation by the Regulatory 
Commission of Alaska (RCA), something that every other municipally owned utility in 
Alaska, except one, already enjoys.* Anchorage as the largest, most highly sophisticated 
city in the state, is fully capable o f soundly regulating its own municipally owned 
utilities. Self-regulating Anchorage’s water utility would save rate-payers money and 
enhance local control.

AWWU has provided its customers excellent service, low, stable rates and sound 
finances, as well as continuity of management. Over the years, the mayor and assembly 
have made sou id decisions in their oversight of municipally owned utilities. Municipal 
public hearings are held on any proposed rate increase. Municipal regulation will 
continue to balance consumer protection with the financial soundness of the public 
utility. It will allow the ’itilities to continue to operate on a sound business basis. The 
process will be accountable to local people, more responsive, timely and economical than 
current RCA regulation.

Anchorage lias extensive experience regulating other municipally owned enterprises.
The Port of Anchorage, Merrill Field and Solid Waster Services are all financially sound 
and provide first class customer service. Actually, Anchorage has self-regulated its 
public utilities for more years than have state regulators.

RCA regulation is slow, expensive and partially duplicates the review process that the 
municipal administration and assembly already apply. AWWU ratepayers pay in excess 
of $500,000 per year to the RCA to cover the cost of regulation. lTie greater cost is in the 
form of regulatory lag, the delay in obtaining approval of a requested rate change.

* The City of Pelican requested continued RCA regulation of its water utility when it was 
sold.

Mayor Mark Begich O ff ic e  o f  t h e  M a y o r

M E M O R A N D U M

DATE: February 3, 2004

TO: The Honorable Tom Anderson, Chair

FROM:

C o m m u n i t y , S e c u r i t y ,  P r o s p e r i t y

http://a-w.munl.oTg
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1 The Municipality in 1991 petitioned the APUC (predecessor to the RCA) to exempt
AWWU and the electric utility from regulation. The Comi ission denied the request for 
self-regulation of the electric utility. By a 2-2 vote, the commission split on the question 
of exempting AWWU. The opinion by the commissioners who opposed self-regulation 
cited competition by the electric utilif with other electric utilities as the reason why 
AWWU should remain regulated by the state.

To accomplish the exemption from RCA regulation a new section is needed in AS 
42.05.711:

“A water/wastewater utility owned by and serving a first class or 
home rule municipality is exempt from regulation by the 
Commission, other than AS 42.05.221 - 42.05.281 and 42.05.385.”

This section was amended as recently as the year 2000 by SB 324 to protect 
Ketchikan’s public utilities, which have been self-regulated for 50 years, from 
the risk of regulatory takeover by the RCA in light of possible telephone 
competition.

(



2004 STATE LEGISLATIVE PROGRAM 
MUNICIPAL PRIORITY ISSUES 

LEGISLATION

ISSUE/PROJECT NAME: Regulating our own utilities

ISSUE/IMPROVEMENT TYPE: Legislation- Utility

STATE GRANT REQUEST: Ncne

LOCAL MATCH: N/A

PRIORITY: 1

ISSUE/PROJECT DESCRIPTION:
We support state legislation that would Include the Municipality of Anchorage utilities in the existing exemption 
from regulation by the Regulatory Commission of Alaska (RCm) already provided to other municipally owned 
utilities.

Anchorage utilities are the only municipal utilities in Alaska subjected to state regulation. The sole exception is 
the City of Pelican's water utility, where Pelican requested to be regulated by the RCA. Anchorage ratepayers 
pay higher rates for this state “service" but these regulatory charges are not imposed on any other municipal 
utility, except Pelican. Currently Anchorage ratepayers pay $930,000 per year.

I Municipal regulation would continue to balance consumer protection with the financial soundness of the 
utilities. It would be:

Directly accountable to local people
More responsive
More timely
More economical
Simpler

The Municipality has extensive experience regulating other mumcipally owned enterprises. They are all 
financially sound and also provide first class customer service. For example, the Solid Waste Services 
Collection Utility has been regulated by the Municipality for many years. Its customers enjoy among the 
lowest refuse collection rates in the country. The rates for residential and commercial refuse collection have 
not increased in the past thirteen years.

Voters in the Municipality would hold the Mayor and Assembly members, those elected officials who would set 
and approve utility rates, fully accountable -  and they do vote.

I During the recent California energy crisis the utilities regulated by the state public utilities commission got in 
trouble, with the largest gas and electric utility having to file bankruptcy. On the other hand, municipally 
owned utilities fared very well.

POLITICAL SUBDIVISIONS:
Community Council: Anchorage

Assembly Section: 9
Legislative District(s):

House: 16-32
Senate: l-P

CONTACT PERSON: Robert Lohr, Management Systems Officer, 343-4467

MUNICIPALITY OF ANCHORAGE
2 -



ANCHORAGE WATER UTILITY 
RATE HISTORY

1992 THROUGH 2004

Docket/Order

Type o f  
Rate 

Increase

Rate
Increase

Received

Effective 
Date o f  
Increase

Single
Family
Rate

Commercial
Metered

Rate

per U -90-64(4) Permanent 6.00% 3-Jun-92 $24.75 $3.14

per U-94-89(5) COSS Cost o f  Service(I) 0.00% 1-Jun-95 $25.80 $2.64

per U -04-023(l) Interim 13 61% 23-Feb-04 $29.35 $3.00

(l) Cost o f Service rates reallocate costs to customer classes without changing the total 
revenue to the Utility

C:\DocumenUt and Scnings wcndy muldcr\Local Settings'Temporarr lnleniet Files\OLK994\watcr rate hist



ANCHORAGE WASTEWATER UTILITY 
RATE HISTORY 

1992 THROUGH 2004

Docket/Order

Type o f  
Rate 

Increase

Rate
Increase
Received

Effective 
Date o f  
Increase

Single
Family
Rate

per U-90-64Q Permanent 14.89% 8-Jun-92 $21.65

per U-94-88(5)COSS Cost o f  Service(,) 0.00% 1-Jun-95 $21.80

per LO# L 0001127 Permanent -2.75% 1-Jan-01 $21.20

per U -04-022(l) Interim 8.06% 23-Feb-04 $22.90

(l) Cost o f Service rates reallocate costs to customer classes without changing 
the total revenue to the Utility

C:\Doaimcnts and Setlings'wmdy mulder'.Local Settings Temporary lnleniet Files OLK994'wastewaler rate hist



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
T itle Munic ipa l W a te r & Sewer Utilities

Sponso r
Requester

Labo r & Commerce

Dept. A ffected:________
_RDU Regulatory
'C om ponen t Regulatoi

Fiscal Note Number:

Bill Version:

(H) Publish Date:

House Community & Regional Affa irs

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

ct*

Note: Amoun ts do no t include infla tion unless otherw ise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Persona l Services 
Travel 
Contractua l 
Supplies 
Equ ipm ent 
Land & Structures 
G rants & C la ims 
M isce llaneous

TOTAL OPERATING (258.8) (345.6) (345.6) (345.6) (345.6) (345.6)

I I I ICAPITAL EXPENDITURES

[CHANGE IN REVENUES (1141 ) j (2S8.8)| (345.6)| (345.6)| (345.6)1 (S45.6)| (345.6)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/M enta l Health 
1141 - RCA Receipts (258.8) (345 6, (345.6) (345.6) (345.6) (345.6)

TOTAL (258.8) (345.6) (345.6) (345.6) (345.6) (345.6)

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget propr 1: [

POSITIONS
Full-time -2 -2 -2 -2 -2 -2
Part-tim e
Temporary

ANALYSIS: (Attach a separate page if necessary)
This legislation would remove the Municipality of Anchorage d/b/a AWWU (water and sewer utilities) from 
Regulatory Commission of Alaska (RCA) oversight. The RCA's budget is funded tnrough the Regulatory 
Cost Charge (RCC) mechanism and direct charge mechanisms. No general funds are allocated for 
support of the agency. The RCC is recalculated each year and allows the agency to recover its operating 
costs through an assessment on the revenues of the utilities and pipeline carriers it regulates.

AWWU is expected to pay a total of approximately $406,550 in RCC's in FY 2004. The RCA estimates 
loss of this revenue will result in the loss of 2 positions within the agency for a total reduction of $258.8 in 
this component. The precise distribution of operating expense reductions has not been determined at this 
time. Some RCC's would be realized in FY 2005 if an effective date of July 1, 2004 is assumed.
Prepared by: Mark K. Johnson. Comm issioner, Chair__________________________ Phone (907) 276-6222
D ivis ion Regu la to ry Comm ission o f A laska_________________________________ Date/T ime 3/3/04 5:36 PM

Approved by: E dgar Blatchford, C om m issioner_________________________________  Date 3/3/2004_______

Agency D epartm ent of Community & Economic Developm ent____________

(R ev ised 9 /2002 OMB ) Page 1 of 1



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
T itle Municipa l W ater & Sewer Utili. as

Dept. Affected;_________
_RDU RCA Audit;
'C om ponen t RCA Audit:

Fiscal Note Number:

Bill Version:

(H) Publish Date:

Sponsor
Requester

Labor & Commerce
House Community & Regional A ffa irs

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

QL <>
iJcte

Note: Amounts do not include inflation unless otherw ise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Persona l Services
Travel
Contractua l
Supplies
Equipment
Land & Structures
G rants & C laims
M iscellaneous

TOTAL OPERATING (45.7) (61.0) (61.0) (61.0) . ( 610) (61.0)

ICAPITAL EXPENDITURES I ]
ICHANGE IN REVENUES (1141 ) | (45.7)| (61.0)| (61.0)1 (61.0)1 (61.0)| (61.0)|

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Menta l Health 
1141 - RCA Receipts 145 7) (61.0) (61.0) (61.0) (61 0) (61.0)

TOTAL (45.7) (61.0) (61.0)| (61.0) (61.0) (61.0)

Estimate of any current year (FY2004) cost: 0 0
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This legislation would remove the Municipality of Anchorage d/b/a AWWU (water and sewer utilities) from 
Regulatory Commission of Alaska (RCA) oversight. The RCA Audits & Investigations component will see a 
reduced workload as a result of this legislation. The RCA's budget is funded through the Regulatory Cost 
Charge (RCC) mechanism and direct charge mechanisms. No general funds are allocated for support of 
the agency.

AWWU is expected to pay a total of approximately $406,550 in RCCs in FY 2004. The RCA estimates 
$45.7 of this reduction would occur in RCA Audits & Investigations. Some RCCs would be realized in FY 
2005 if an effective date of July 1, 2004 is assumed.
Prepared by: Mark K. Johnson, Comm issioner, Chair_________________________  Phone (907) 276-6222
D ivis ion Regu la to ry Comm ission o f Alaska_______________________________ Date/T im e 3/3/04 5:38 PM

Approved by: E dgar Blatchford, Com m issioner________________________________  Date 3/3/2004______

Agency D epartm ent of Community & Economic D evelopm ent____________

(R ev ised 9 /2 002 OMB) Page 1 of 1


