ALASKA LEGISLATURE
HOUSE and SFNATE FINANCE COMMITTEE FILES, 2003-2004

2520



Commission Support Staff

legal and
administrative Chair and
Commissioners. The Chair directs these functions with
the aid of a special assistant,
assistant attorney general,
hearing examiners, paralegal
support staff, and clerical

Commission Support staff provides
assistance to the

support staff.
A
t'Te

Lclccisha Macon, Receptionist
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Common Carrier staff develops and recommends
policies concerning local and long distance telephone
services, cable, radio, and satellites. Staffadministers
telecommunication rates, services, and facilities for
certificated utilities and presents analyses to the
Commission for adjudication. Staff also participates
on federal-state joint boards with the Federal
Communications Commission and staff from other
states.

Consi mfr PuoTbK tion Staff —

Consumer Protection staff interacts with consumers,
utility personnel, members of the media, and staff. Staff
investigates and resolves informal consumer complaints,
promotes pubic relations, responds to information
requests, and may assist Commission staff with formal
complaints. Staff also educates consumers on utility
services and rates, and disseminates information to the
public and media regarding Commission proceedings.

RCA Ortnnti/.aiiuii

(Front row, from left) Antony Scott, Rosalie Nizich, Paul
Olson, (back row, from left) Mary Margaret Bingham,
Jennifer Guigley, Anita Hammond, and Ann Wilde.

(Front row, from left) Richard Gazaway, Lorraine Kenyon,
Philip Treuer, (back row, from left) Robin Boysen, and
Michael Mora.

(Front row, from left) Rose Weaver, Agnes Pitts, Tamara
Alexander, (back row,from left) Catherine Sabrowski, and
Judy Goggins.
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Public Advocacy S taff

P ublic Advocacy staffprovides the Commission with a
third party perspective in proceedings to advocate public
interest. The Commission assigns cases to the Public
Advocacy Section to investigate and participate in
proceedings for utilities and pipeline carriers. Staffaudits
records, engages insettlement discussions, and presents
findings with testimony to the Commission.

Records «fc Pun\lo S tmt —

.Kecords & Filing staffmanages all ofthe Commission’s
public records, orders, and information requests from
staff, the public, attorneys utilities. Staff processes
new filings and documents,
archive filings, and posts public documents to the

maintains current and

Commission’s web site.

Irifel Tariff S taff

Tariff staff investigates and analyzes tariff filings and

presents recommendations to the Commission at
bimonthly tariff'action meetings. Staffcoordinates tariff
meetings, complies with all public notice requirements
for tariff filings, and maintains current master tariffs for

all utilities and pipeline carriers.

(Front row, from left) Deborah Collins, Lew Craig, Tim
McConnell, (back row, from left) Steve DeVries, Katherine
Koch, and Parker Nation.

(Front row) Joyce McGowan, (back row, from left) Letitia
Renteria, Holly Magro, and Carolyn Wright.

(Front row, from left) Jennifer Meiwcs, Wendy Arnett.
Judy Goggins, (back row, from left) Brian Beard, and
Matthew Angrier.
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In 1992, following the mandate of the Legislature, the
Commission enacted regulations to recover operating
costs through an assessment on the revenues ofregulated
utilities and pipeline carriers. The Regulatory Cost
Charge shows up as a recurring surcharge on the monthly
billing statements to consumers and shippers.

iLiit i (funit

The Legislature appropriated and the Governor approved
a fiscal year 2003 budget of $6.04 million, funded
entirely from the Regulatory Cost Charge. There are no
unrestricted general funds in the fiscal year 2002
appropriation.
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Personal Services $2,839,900 $3,287,000 $3,422,400 $3,734,500
Travel 35,000 35,000 52,200 55,000
Contractual 1,525,200 1,300,900 1,808,700 2,005,500
Commodities 62,500 62,500 62,500 62,500
Equipment 13,800 13,800 13,800 13,800

! o ERAVAY
Personal Services $2,616,802 $2,989,089 $3,402,786 $3,584,182
Travel 42,773 56,692 72,359 38,008
Contractual 1,373,854 1,145,843 1,583,573 1,821,477
Commodities 64,623 77,919 48,615 82,997
Equipment 22,421 19,689 10,589 127,401
Relocation Costs 0 0 140,249 0

o\ i**1.0
General Fund $3,926,597 $4,289,232 $5,258,171 $5,654,065
Program Receipts2
' o e i1 i.J =/ | N (N VAR "rvv

The 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 and AS 42.06.610).
Revenues from the Regulatory Cost Charge user fee arc recognized on the modified accrual method ofaccounting

for fiscal years 2000 through 2002. Fourth quarter revenues arc generated as of June *

the following fiscal year.

" but collected in July of

Reporting did not include the transfer of $332,478.63 on August 20, 1999 and $12,171 "2 on November 9, 1999.
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Cable Television2 $6,751,000 $6,232,000 $6,574,000 $6,380,000
Electric 1,233,579,201 1,307,506,511 1,361,572,213' 1,389,426,622
Natural Gas 179,757,326 180,458,522 186,650,434 180,965,146
Refuse 6,638,960 5,998,254 3,072,122 3,184,025
Steam Heat Not reported 1,776,628 7,991,033 8,484,229'
Telecommunications3 417,024,290 660,653,316 625,546,641' 599,831,476
W astewater 97,823,582 103,568,947 84,272,842 94,340,320
W ater 153,698,530 162,073,055 125,579,941 141,494,274
e ' D e i e w1 eI
Cable Television2 $5,372,000 $5,811,000 $6,189,000 $6,563,000
Electric 504,513,606 513,714,260 525,626,713" 557,262,581 \
Natural Gas 100,865,752 110,451,278 99,580,257 117,028,010 'l
Refuse 26,633,726 31,250,540' 33,077,014" 33,342,330 j
Steam Heat Not reported 1,414,788 1,540,413 1,895,793 j
Telecommunications3 235,846,988 360,273,606"' 357,197,021' 369,760,452 j
W astewater 31,473,874 32,343,760 32,518,942 32,488,857
W ater 35,647,884 35,503,989 36,029,727 36,959,311 |
t I I B Lreim STl melt'ti »re 1
Cable Television2 $784,000 $972,000 $981,000 $757,000 jl
Electric 41,455,886 42,773,482 36,904,719’ 31,188,177
Natural Gas 15,710,652 18,010,521 8,789,246 6,580,788 |
Refuse 2,817,821 3,885,765 2,632,125 3,497,368 !
Steam Heat Not reported (2,796,173) (1,492,060) (1,057,779) j
Telecommunications3 24,105,402 32,992,147 37,839,669’ 39,501,928
W astewater 4,067,810 5,016,028 4,988,554 4,058,481
W ater 6,224,657 208,994 6,811,516 5,857,628
o ' ! il Hike ! o i/ o, IV i
{tirv L.
Cable Television2 9,420 7,822 8,130 8,130 !
Electric 218,621 225,821 229,306 233,199
Natural Gas 98,220 99,285 103,728 108,487
Refuse 52,116 50,359 51,160 52,315
Steam Heat Not reported 124 135 148
Telecommunications3 427,000' 534,555’ 592,815 570,216 |
W astewater 57,364 62,949 59,219 60,057
W ater 58,212 60,586 60,292 60,150 J
1 it ‘wo1e1l i il w3 I.H'. / ¢ \,R-

1 Figures have been restated lo correct compilation errors in summarizing reported data in previous annual reports.

: Cable television is not regulated by the Commission as to rates and services with the exception of GCI
Cable, in Juneau, which is rate regulated for basic tier channels.

3 Includes local exchange carriers only.



“N< i'ii Ahaska’s hems ii'ilrl, handle your garhage
res/>tvisibly." I'hoto is eomlesy of Waste Management of
Alaslat, Inc.

Refuse Event

Consolidation of Refuse Certificates;
Waste Management ofAlaska, Inc.

W aste Management of Alaska, Inc. (WMA), awholly
owned subsidiary of USA Waste Management, Inc.,
filed to consolidate all refuse utilities owned under a
single certificate and tariff. The Commission approved
WMA’s application to merge its refuse public utility
operations in Alaska unde; a single certificate. The
Commission also approved an application to change
the utility’s name to Waste Management ofAlaska, Inc.
d/b/a Anchorage Refuse, Andersen Services, Arrow
Refuse, Peninsula Sanitation, Sta' Sanitation Service,
Tongass Sanitation, Wasilla Refuse, and Williwaw
Services. The Commission will review the rate impact
ofthis consolidation in 2003. Docket: U-00-30, pending

TI 'FA € WMUNICATIONti EVENTS
t i<n/if tilioii in Fairbanks and
1™ rlfi ilif

1 he Commission prevailed on appeals filed by
incumbent carriers who to overturn the
Commission’s orders to open up local competition in
the Fairbanks and Juneau areas (U-97-82/143/144 and
U-99-141/142/143) litigation is still pending. If the
incumbent carrier is successful in overturning key
Commission decisions in these areas, local competition

seek

./ i tallies

in rural Alaska markets could be delayed or halted. The
Commission spent significant resources to review and
resolve various disputes and requests concerning carrier-
to-carrier practices and interconnection agreements.
Dockets: U-96-89, U-01-37. U-01-41, U-02-18, pending
Inlcih'st

S Designation of Fuhlie Fag

Telephones

T h e Commission requested applications from eligible
providers, following the adoption ofregulations for the
provision of public interest pay telephones in 2000. After
final selections are made, at least one public pay
telephone will be available in each community where a
need for service exists. The public pay telephones will
be subsidized through the Alaska Universal Service
Fund. Dockets: R-97-03, U-01-124, pending

Alaska l'oircr iv. Veli/ilmne Companii IAl'e.T) customer
rei>n‘scntatir( s make a call. I'linto is imales// of AI'A.T.

Consideration of the Refniin a/ Intrestate
Inti ri'M'hunge Telecom inaiiiealions
Maiket Finn Hue ami Reguhiiinns

The Commission continued to review regulations
governing the intrastale intcrexchangc market, access
charge reform, and a variety of other matters. The review
of intcrexchangc market rules includes whether to
change the responsibilities of the carrier of last resort
within the state and what regulations should apply to
the rates and services provided by long distance carriers
to consumers and to other carriers.

A<(ilolagi Commission ofAlaska u70l Mkts/ Eighth Are., Saih' ,100 «Ane/iortigi , AK O'tAOl e/ ' /7>a.U.1



Apim)f)riatc I'sc nf Federal Lnin-rsal
*w'  Scri’icc Funds Ini Tc/ccniiiniiiiiiciiiiii
Cunins

A s a prerequisite for continued receipt of Federal
Universal Service Funds, the Federal Communications
Commission (FCC) requires the Commission to annually
certify whether Eligible Telecommunications Carriers
(ETC) in Alaska will use the funds only for the provision,
maintenance, and upgrading of facilities, and sen/ices
for which the support was intended. The Commission
reviewed the information concerning the use of federal
funds by each ETC in Alaska and on September 26,2001,
certified to the FCC that the funds received in 2002
would be appropriately used. Docket: U-01-90, pending

\ron RN AT A T i i e iw L T .
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The Commission approved Municipality of Anchorage
d/b/a Anchorage Water and Wastewater Utility’s
(AW WU) application to amend its certificate and expand
service into the entire Girdwood area. The Commission
found AWWU would meet the fire flow needs of a
proposed Girdwood Post Office. Anchorage Water and

h* 0 e

Wastewater Utility will also offer a viable alternative to
an existing small water utility if the utility experiences
financial, managerial, or technical difficulties.

Docket: U-01 -35, closed (6/10/02)

| *oiishll niiuni liu I\ Jiiilulums for
Cerl’/icuU'tl Sum!ti I'sin-n.ii mid
\ (i.sminilri Sii.-t" ills

The Commission initiated an inquiry into the
development of new regulations for small public water
and wastewater systems as part of the State of Alaska’s
responsibility to the U.S. Environmental Protection
Agency to implement the Safe Drinking Water Act.
The State must demonstrate an effective strategy with
control points to achieve statewide technical,
financial, and managerial fitness or available funds
could be reduced for Alaska’s safe drinking water
program. The Alaska Department of Environmental
Conservation (ADEC) is pursuing a “Capacity
Development Program” to improve the operation of
small water and wastewater systems. The Commission
has been working closely with ADEC and other
stakeholders to develop a unified strategy to
effectively implement the Capacity Development
Program, so that the U.S. Environmental Protection
Agency’s requirements arc met while minimizing
regulatory redundancies. Docket: R-02-04, pending

a  Diniid w K'l'ciirii . Uiiuisitiun
Adjuslirn'iii iiiid 'd Cost IUnu'd
In!, inn mi, | 1d liindnbl," h'tilc N','lief:
(inlji n I'm 1 | 11hii, s, Ini',
Golden Heart Utilities, Inc. (GHU) water and
wastewater divisions was denied a rate relief to
recover ari amount in excess of the price purchased
for the systems acquired from Fairbanks Municipal
Utilities System (U-00-115/116). However, GHU was
granted an interim and refundable rate relief based
on reported increases in actual investment and
operating costs for the utility in tcst-vcar filings.

Dockets: U-02-13, U-02-14, pending
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T h e Commission accepted the rate settlement for the 2001
transportation rates based on a Settlement Agreement
between the State of Alaska and Alpine Transportation
Company. The agreement prescribes a methodology under
which the pipeline carrier must file rates at or below the
maximum calculated rate. Docket: P-00-15, pending

fgJ fiicliih® i inlh i imu. !il" intiu jiuih nion
(,\htsl.nl Inc.

T h eCommission granted, on an interim basis, a connection
permit to BP Transportation (Alaska) Inc., lo connect the
NorthstarOil Pipeline to the Tians Alaska Pipeline System
at Pump Station No. 1 The Commission will grant a final
permit if specific terms and conditions of the connection
are found reasonable. Docket: P-01-06, pendi .g

iHi ;.
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X he Commission granted, on an interim basis, a connection
permit lo Milne Point Pipeline Company to connect to the
Oliktok Pipeline Company. The Commission will grant a
final permit iT specific terms and conditions of the
connection arc found reasonable.

Docket: P-01-07, pending
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T he Federal Energy Regulatory Commission (FERC)
consolidated its Trans Alaska Pipeline System (TAPS)
quality bank proceedings and ordered hearings before a
FERC administrative law judge. In order to place the
Commission’s quality bank proceedings in the same
procedural status as those of the FERC, the Commission
reopened Docket P-98-09; consolidated the Commission's
quality bank dockets; directed that concurrent hearings be
held with the FERC; and appoint an administrative law
judge. Hearings in this docket will be held concurrently
with FERC hearings regarding the quality bank proceedings
in the fall of 2002. Docket: P-89-02, pending

orurn,-rUhijln,
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The Commission approved tho transfer of a 3.0845
percent interest in the Trans Alaska Pipeline System
pipeline and terminal assets from BP Pipelines (Alaska)
Inc. (BP), to Phillips Transportation Alaska, Inc. In
previous years, BP owned approximately 50 percent of
the pipeline, but currently owns approximately 47
percent. Phillips Transportation Alaska, Inc. ownership
has increased from approximately 24 to 27 percent.
Docket: P-01-08, pending
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E lectric E vents

fCV  Transfer P.icc of Lias Mcthodulnfiii
1 Anjued: Municipality ofAnehoraye d/ It/a
Municipal Liyht C Pouvr Department

Municipality of Anchorage d/b/a Municipal Light &
Power Department (ML&P) proposed to compute the
transfer price of gas (associated with ML&P’s purchase
of one-third interest) from Beluga River Gas Field using
the rate base/rate of return methodology. Subsequently,
the PAS p aposed using the Debt Service Coverage
methodology, which the Commission approved. Docket:
U-96-36, pending

Wholesale Role: Determined: Chuyueh
% tdei 'iie . Ls><«union. Inc.

Chugach Electric Association, Inc. (Chugach) proposed
rates for its wholesale customers Matanuska Electric
Association, Inc., Homer Electric Association, IncVAlaska
Electric Generation & Transmission Cooperative, Inc.
(AEG&T) under the terms of the Settlement Agreement.
The PAS argued that certain costs incurred by Chugach
should not be included in the rate and recommended other
cost reductions. The Commission agreed and ordered the
cost reductions. Matanuska Electric Association, Inc. and
AEG&T disputed the cost allocations proposed by
Chugach. The PAS argued against changing the allocations,
pointing out the Settlement Agreement specified that
allocations were to remain unchanged until a general rate
case is filed. The Commission agreed and required
compliance with the approved Settlement Agreement.
Docket: U-96-37, pending

¥5*i  Melhodoloyu i > Ime l.oss L'aeior
Rsinhli .1h <1 ( 'litin teh Ele<ntc Association.
Inc.

Chugach Electric Association, Inc. (Chugach) and its
wholesale customers disagreed on how to measure and
allocate linc-loss. In fiscal year 2001, the PAS and other
parties (Chugach, Alaska Electric Generation &
Transmission Cooperative, Inc., Matanuska Electric
Association, Inc., and Homer Electric Association, Inc.),
presented a panel of experts to agree upon an approach
through the use ofa consultant. The Commission accepted
the consultant’s study and all issues have been stipulated
with the Commission’s approval pending. The PAS
participated in numerous technical meetings and
negotiations. Docket: U-99-106, pending

VR V((§]
Inclusion I, 1i\,d ie m i . lor*\i
«T Adjustment .'ei/fiii/, liana t i lme

Ass, fi'tta‘o'i, In.

T he Commission opened an investigation into the use of
Homer Electric Association, Inc.'s (HEA) Cost of Power
Adjustment (COPA) to recover the fixed costs ofan affiliate,
Alaska Electric Generation & Transmission Cooperative,
Inc. The PAS argued against the use of HEA’s COPA to
recover fixed costs. The Commission approved the
exclusion and the affiliate’s fixed costs will be determined
ina pending docket. Docket: U-00-18, pending
Electric R,i<cs ."lipiilaU-d- (i, den Valley
f EL (nie .-tv- <innou, hie
Golden Valley Electric Association, Inc. (GVEA) filed
revenuc-requirements, cost of service study, and a rate
design study tojustify a rate reduction. The PAS reviewed
GVEA’s financial records and applied general rate making
principles to reach a settlement agreement with GVEA.
The result was a 2.6 percent redu tion in rates. The

Commission approved the stipulation and the rate decrease
was implemented. Docket: U-00-93, pending

vakitii mil 'l Liir it "le i/ lint amrer
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Te LEQQAIMUNICATIONS E VENTS

Local Exchange Rales for 75-Pcrcent of
9 Ratepayers Statewide Argued: Alaska
Communications Systems. Inc.

Alaska Communications Systems, Inc. (ACS) local
exchange companies filed for rate increases in the sen/ice
areas of Anchorage, Fairbanks, Juneau, and Sitka. The
PAS filed testimony oftwo outside consultants and a PAS
witness. During the proceeding, the PAS, ACS, and GCI
Communication Corporation agreed to stipulate operating
expenses and to include profits in the rates. A five-day
hearing was held on depreciation expense, the largest
single expense included in rates. Dockets: U-01-34, U-
01-82, U-01-83, U-01-84, U-01-85, U-01-87, pending

Rural Exemption for Wireless Screiee
a Examined: Alaska Rower & Telephone-
Wireless. Inc.

Alaska Power & Telephone Wireless, Inc. filed an
application to provide local wireless service in Ketchikan.
The Commission requested information to evaluate the
applicability ofthe rural exemption. The PAS filed a legal
brief regarding rural exemption issues and the utility’s
requirement to meet eligible telecommunications canricr
laws under the Telecommunications Act of 1996.

Docket: U-01-109, pending
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Water & Wastewater E mam

4 Rale Increases Aryuei lioip, , llealt

Utilities. Inc.

Golden Heart Utilities, Inc. (GHU) filed rcvenuc-
requirements and rate design studies for a proposed rate
increase. The PAS countered with several proposed
reductions. The Commission agreed with most ofthe PAS’
reductions in cost and issued an order. Immediately
following the Commission’s order, GHU filed a second
request for an increase in rates, which is still pending.
Dockets: U-00-115, U-00-116, U-00-146, closed (5/21/
02); U-02-13, U-02-14, pending
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Complaints.

1 <ei Il it :

Complaints Opened 793 590 682 728
Complaints Closed 818 605 670 719 ¢
if i Vool i fh Complaints Pending 47 22 7 19
AL L AL flm ] (start of fiscal year)
il 7 i Jmi.m  Complaints Pending 22 7 19 23
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A customer of Chugach Electric Association, Inc.
(Chugach) filed an informal complaint with the
Commission disputing the utility’s billing practice. The
utility had transferred a delinquent balance from the
customer’s business account to the customer’s residential
account. Staffinvestigated the complaint, and notified the
customer that Chugach could not disconnect residential
service for an outstanding business account balance, nor
could Chugach disconnect service for nonpayment ofa bill
related to another class of service at a different service
location. Chugach acknowledged that as the customer kept
the residential account current, Chugach could not
disconnect residential service for the outstanding business
account. However, Chugach would disconnect the
residential account if it became delinquent. Additionally,
ifthe residential service was ever permanently disconnected
at the customer’s request or temporarily disconnected lo
transfer from one location to another, Chugach would
require the delinquent business balance to be paid in full as
a condition before starting new service. In review of the
customers account, Chugach found unclaimed capital
credits for the business account and together with the
customer, reached agreement for the unpaid balance that
would be paid over the next few years with the proceeds
from the capital credit. The complaint was resolved lo the
customer’s satisfaction when Chugach agreed to remove
the balance that was transferred to the residential account.
Consumer Protection File: C-02-180, closed (4/29/02)
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(end of fiscal year)
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Summit Telephone & Telegraph Company d/b/a Summit
Telephone Company (Summit) established a two-way
Extended Area Service (EAS) between local exchanges in
Chatanika, Haystack, Cleary Summit, and Fairbanks
through the Basic Exchange Telecommunications Radio
Service (BETRS). The service allows customers to call on
the BETRS system, to and from certain communities
without incurring long distance charges. Summit became
concerned when customers found it difficult to place
telephone calls due to the congestion caused by increased
Internet usage and the limited capacity of BETRS.
Therefore, Summit notified customers and the Commission,
that it would immediately block EAS access to Internet
providers, causing customers to pay a long distance charge
when they connect to the Internet.

The Commission received complaints opposing Summit’s
actions blocking EAS and argued that charges for Internet
use violated the Commission’s approved stipulation
providing for two-way EAS. Summit was granted an interim
EAS blocking of Internet calls and required to report
improvements to the BETRS in the Chatanika, Haystack,
and Cleary Summit areas. Docket: U-02-17, pending
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Tariff Filitiys
1Processed Routinely

Suspended
W ithdrawn
Rejected

[ I Pending

I l'oials
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General Rate Changel

General Rate Restructure
Simplified Rate Filing

New Service/Equipment Offering
Nonrecurring Rate

Universal Access Surcharge
Regulatory Cost Charge
Contracts

Fuel, gas, andpurchased power
surcharges; Power Cost Equalization
filings; and nonfirm power purchase rates2

Rule Change
Miscellaneous
Promotions3

| Smv

47

168

30
75
46
133

76
48

I 17 m1
113

i"JW
560
40
17

8

8
1n11

liti'

e e o

AU,

411
63
23

9
38

ju t
475
63
23

1

14

*

'1)0;

124

59
110

455 \
50 \
g
0o 1
22 |
iiie {

rJO.2
41

91
19

106
25
117

40
68
24

1 In previous annual reports, some filings now shown in this category were classified as Miscellaneous. The General
Rate Change category does not include simplified rate filings.
- There were no Power Cost Equalization (PCE) base rale changes for 2000, one PCE funding level change in

2001, and two PCE funding level changes in 2002.

> In previous annual reports, Promotions were counted under Miscellaneous.



Certifica TION PR(ICEfdim is

Every utility (with limited
exceptions) and pipeline carrier
must obtain a certificate of public
convenience and necessity to

provide service to the public for

compensation. The Commission
must approve all amendments to, or
transfers of, certificates, as well as
acquisitions of controlling interest )
in certificate holders. In fiscal year
2002, the Commission processed 63
applications for certificates.
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The criteria for issuing certificates

is prescribed by law. The service 1
must be required for the public i
convenience and necessity, and the
applicant must be fit, willing, and
able to provide the service.

Most small electric utilities in the y
Power Cost Equalization program
applied for certificates prior to fiscal
year 1989. Several of these 1
applications are still pending
approval because of incomplete
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A substantial part of the Commission’s mission is
to handle tariff filings, formal
proceedings, informal complaints, and certification
proceedings. Each document filed with the Commission
is electronically scanned, categorized, appropriately
routed, and filed. All documents received are posted
daily to the Mailshect (Daily Filings) and available to
the public for viewing on the Commission’s website.
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Alaska Supreme Court Cases

Gf'  ChiKjach Elrruic Assochiiion. Inc. r. fli*e
fy  Rt'f/nlaior/f C'tnnrni*r.ion tj Ahtsktt

In fiscal year 1997, Chugach Electric Association, Inc.
(Chugach) attempted to arrange power sales contracts
with customers in the exclusive service territory of
Municipality of Anchorage d/b/a Municipal Light &
Power Department (ML&P). After which ML&P filed a
complaint with the Alaska Public Utilii! s Commission
(APUC). After briefing, the APUC issued an order
prohibiting Chugach from selling power to customers
in ML&P’s service territory without obtaining a
certificate for that service. The Alaska Supreme Court
affirmed the APUC order. Case: S-09692, closed

oft iNI<tl(inu. An ElIn Iric Association, inc. r
*e” j'luuixu li Eir. liir Annociaiiiin. Inc,

In 1997, Matanuska Electric Association, Inc. (MEA)
complained that the Cost of Power Adjustment (COPA)
for wholesale power it purchased from Chugach Electric
Association, Inc. (Chugach) was unjust and unreasonable
because Chugach used cn excessive line-loss factor in
the computation. The Alaska Public Utilities Commission
(APUC) issued U-97-36( 13), which required Chugach to
recalculate the COPA balancing account for 1995 through
1997 and refund excessive charges to its wholesale
customers. The superior court reversed the APUC decision
and MEA appealed to the Alaska Supreme Court. The
Regulatory Commission of Alaska filed an amicus curiae
brief asking the court to remand the case to the RCA.
Case: S-09839,pending

ACS hi S-.al . ['if.. A('S </ <lu
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A he Alaska Communications Systems, Inc.’s local
exchange companies appealed from the superior court
decision affirming the Commission’s order terminating
the rural exemption under the Telecommunications Act
of 1996. Case: S-10466, pending
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A lter Municipality of Anchorage d/b/a Municipal Light
& Power Department (ML&P) filed an application to
provide electric service toa non-military customer located
on Fort Richardson Army Post, the Regulatory Commission
of Alaska (RCA) ruled that ML&P should list its Army
Post customers in its tariff rather than in the service area
description in its certificate. Municipality of Anchorage d/
b/a Municipal Light & Power Department petitioned for
reconsideration and Chugach Electric Association, Inc.
(Chugach) sought to intervene. After extensive briefing,
the RCA ruled that it has concurrent jurisdiction on the
military bases so long as there is no conflict with federal
law. The RCA held there is no conflict with federal law
where no issue of competitive procurement is involved.
The RCA determined that it would continue to follow the
past practice of listing ML&P’s Army Post customers in
the service area description of its certificate. The superior
court affirmed in the fiscal year 0 12002 the RCA’s order,
holding that the issue Chugach attempted to appeal is not
ripe for adjudication. Case: 3AN-01-8288 ClI, closed
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911 Circuit Court of A ppeals

ACS <% Fairluinks. Inc. cl al. r
Itd Rciinhnoih Commission of'Alaska and
"Cl Communication Corporation

These consolidated appeals arose from Alaska
Communications Systems, Inc.’s (ACS) original action in
federal court seeking injunctive and declaratory relief from
the Regulatory Commission of Alaska’s decisions
approving the results ofarbitration in GCl Communication
Corporation’s request for interconnection under the
Telecommunications Act of 1996. The issue in Case No.
01-35344 is whether, by conducting interconnection
proceedings under the Telecommunications Act, the
Commission has waived the state’s 11,h amendment
immunity from suit in federal court. In the cross-appeal,
Case No. 01-35375, ACS appealed the federal district
court’s grant of a stay of the entire action pending the 9h
Circuit’s decision on the 1lllhamendment issue.

Cases: 01-35344,01-35375, pending

STN\NIns

The Alaska Legislature reorganized and renamed the
Commission to the Regulatory Commission of Alaska
(RCA) in 1999 as the state agency responsible for regulation
of utilities and pipeline carriers. The RCA exists as pn
independent agency within the Department of Community
and Economic Development under AS 42.04.010. Other
provisions in the same chapter of AS 42.04 establish the
RCA’s structure, provide for the appointment and terms of
commissioners and the employment ofstaff, specify powers
and duties of the chair, and describe decision-making
procedures for the RCA. The RCA has authority to
investigate, hold hearings, prescribe systems of accounts,
require the filing of reports, adopt regulations, and take
other lawful actions necessary to accomplish the stated
purposes of the Alaska Public Utilities Regulatory Act, AS
42.05, and the Pipeline Act, AS 42.06. The RCA’s principal
regulatory functions are certification and economic
regulation (3 AAC 48.820(43)), which includes regulation
of rates, quality of service, management practices, and
consumer complaints.

i« \ CK'H'f

The RCA has jurisdiction over public utilities providing
electric, telecommunications (intcrexchangc, local
exchange, and cable television), steam heat, water and
wastewater, natural gas, and refuse.1The term "public
utility” is defined in AS 42.05.990(4) lo mean, in general,
an entity that provides any ofthese utility services to ten or
more customers for compensation, or that sells wholesale
service to a utility serving ten or more customers.

However, AS 42.05.711 provides statutory exemptions from
economic regulation and, in some cases from the
certification requirement, for certain kinds of utilities.

(1) Under AS 42.05.711(b), public utilities owned and
operated by a political subdivision of the state are
exempt from economic regulation, unless the political
subdivision elects to be regulated by the RCA.
However, ifany utility of a political subdivision is in
competition with any other utility, then all that political
subdivision’s utilities are regulated.2

(2) UnderAS 42.05.711(e), electric and telephone utilities
with gross revenues less that $50,000 are exempt from
both certification requirements and economic
regulation, unless 25-percent of thcircustomcrs petition
for regulation.

(3) Under AS 12.05.711 (i), refuse utilities with annual
gross reven res of $300,000 or less are exempt from
economic regulation, unless customers that pay 25-
perccnt of the utility’s gross revenues petition the RCA
for regulation under AS 42.05.712(h).

(4) Under AS 42.05.711 (k), cable television utilities are
exempt from economic regulation, unless subscribers
petition the RCA for regulation undv.r the procedures
in AS 42.05.712.

(5) Under AS 42.05.711(0, (g), and (h), customers of
various kinds of utilities may vote for exemption
from regulation by the RCA under the procedures
in AS 42.05.712.

1 Under AS 42.05.990(4)(E), "public utility” also includes a petroleum or petroleum product distributor “when the
consumer has no alternative in the choice of supplier of an alternative product or service at an equal or .csscr
price;...” No entities meeting this definition of“public utility” are currently certificated or regulated by the Commission.

2 The utilities of the Municipality of Anchorage are the only utilities operated by a political subdivision that arc
currently subject to economic regulation by the Commission.
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Good afternoon, Mr. Chairman and members of the committee. For the record, my
name is Kristi Catlin, Director of Government Affairs for AT&T Alascom, with its main
business address at 210 E. Bluff Drive, Anchorage, Alaska 99501.

Thai ’eyou for the opportunity to testify at this hearing. As you know, AT&T
Alascom, an ‘'efore that, Alascom, has a long history of providing telecommunications
services to the ate of Alaska. In fact, it has the longest history of any interexchange
carrier in the state today.

We believe that both telecom service providers and policy-makers have a two-
fold obligation to the constituents of this state. Those are to ensure that basic telecom
services remain affordable to everyone in the state; and to provide a regulatory
environment that fosters continued investment in the state telecom infrastructure,
thereby ensuring that advanced services will reach to all parts of the state.

In the early days, Alascom was the only long distance carrier in Alaska, and as
such, the regulated monopoly. In 1991, when intrastate long distance competition was
initiated, additional regulations were developed to ensure that Alascom did not misuse
its monopoly power to subvert competition. Those new regulations, at the same time,
granted new long-distance competitors broad and significant freedoms.  Competition
grew and then flourished. In 1995 when AT&T bought Alascom, elin though the market
was already highly competitive, AT&T essentially bought a company regulated as though
it were still a monopoly.

Many of the regulations that restrict AT&T Alascom today are vestiges of the old
monopolistic environment. However, in this highly competitive marketplace, they do not
serve as an incentive for investment - they only serve to add cost and thereby provide a
disincentive for investment. As far as protection of the consumer on prices, we have
almost 20 years of empirical evidence in the long distance market in the U.S. to show
that competition serves the consumer well. In 1984, when AT&T was first broken up, the
average discounted corporate minute was around $.45. Today, the average discounted
corporate minute is under $.045. That's a whole order of magnitude swing. And yet,
during that same time period, the long distance industry went from approximately $9 -
10B to about $90-110B. It was deregulation of the industry and the management of
competition that spurred investment. And in 1995, when AT&T fell below 60% market
share in the lower 48, the FCC ceased regulating AT&T as the "Dominant Carrierl and
deemed the market for long distance as competitive.

And yet, here in Alaska, where AT&T Alascom now has 42% of the long distance
business (and shrinking), and our largest competitor, GCI, has 46-48% of the long
distance business (and growing), AT&T Alascom is still considered the Dominant
Carrier, despite a four-year attempt to get relief from this regulation at the RCA.
This regulation adds substantially to our cost structure for tracking, journalization, and
reporting. It also adds regulatory process that our competitors don't have that keeps us
from being competitive in the marketplace. The whole situation really begs a definition
for "Dominance." Additionally, with the increased costs and inability to compete
effectively because of outdated regulations, our ability to attract capital and invest in the
network is severely hamstrung.
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AT&T Alascom's proposed amendment language establishes a definition of
"Dominance." The amendment is intended to level the playing field so that all carriers
can play by the same rules. The specific relief that results from being relieved from
Dominance is: (1) Elimination of the requirement to file a Form M annual report, which
requires the separate journalization of costs and revenues; (2) Elimination of a daily 25%
outage report and a quarterly Network Performance Report; End (3) Elimination of the
more stringent Dominant C?.r.ier tariff filing requirements.

The annual report iequires costly billing-system development on every new offer
(in all of AT&T's numerous billing systems), occasional re-programming on existing
offers, and an intense thrr e-month effort to produce the 78-page annual report, which
consumes several groups inside AT&T. No other interexchange carrier is required to file
this report. The network reports require that entire computer systems be maintained for
reporting that do not exist anywhere else in the AT&T network, in addition to the labor
required to produce the reports. No other interexchange carrier is required to file these
reports. The tariff filing rules require that the Dominant carrier file all rate increases, or
anything that might appear to be a rate increase, under a 45-day notice period with cost
justification. All other carriers file on a 30-dav notice period for similar filings, and are not
required to file cost justification.

AT&T Alascom's amendment is specifically intended to benefit Alaska consumers
by ensuring a healthy competitive environment through equalizing regulatory
requirements for all players, by reducing regulatory cost, and by increasing competitive
flexibility. By eliminating these additional costs and filing requirements, this amendment
will directly increase AT&T Alascom's ability to more effectively compete. And we
believe that consumers will ultimately benefit from the increased competition.

| believe that over the next 12-18 months, this state must wrestle with some
difficult issues of telecom regulation. At stake is the very survival of an infrastructure
that's struggling to keep up with the rest of the country. In a true free market, there is
less regulation, not more. And competition, not regulation, becomes the force to shape
the market.

| would ask you lo carefully and thoughtfully consider the market dynamics at
work here, and the definitions of broader market issues such as “Dominance" and
“competition". | would also ask you to carei illy consider your role in mandating an
environment that has less regulation, not more, in order to create and maintain
incentives to invest in the modern telecommunications infrastructure that all Alaskans
desire.

As you consider House Bill 111 reauthorizing the RCA, please know that AT&T
Alascom could support legislation which would extend the RCA for another 2-4 years,
however, as we stated last year - only if the RCA is truly committed to bringing about
regulatory reform.

Thank you, once again for this opportunity to present our testimony. | will be
happy to answer any questions you may have.
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Mr. Chairman: Thank you for this opportunity to meet with you. | am Dave Harbour,
Chairman of the Regulatory Commission of Alaska. My duty today, is to advise you on
the many, complex fiscal and regulatory issues created when the House Labor and
Commerce Committee added several telecommunications companies’ amendments to the
Commission’s reauthorization bill.

My fellow Commissioners and | believe that both the industry and my agency face
significant challenges with telecommunication policies and we are dedicated to
addressing them in a fair and balanced way as you would wish. However, the
amendments tacked on to this reauthorization bill will only address special interests of
certain players at consumer expense, without addressing the fundamental problems. |
will explain.

The Telecommunications Act of 1996 was designed to promote local competition in an
industry dominated by the large Regional Bell Operating Companies. Alaska, however,
doesn’t fit this mold. Our local companies serve relatively small exchanges and are not
the primary provider of intrastate long distance services. Anchorage’s incumbent local
exchange carrier faces competition from a company with access to cable facilities and a
strong presence in the long distance market. Put simply, Federal policies were not
designed with Alaska in mind.

Under the Act as interpreted by the Federal Communications Commission, we are
required to set rates on a forward looking cost basis, regardless of whether the results
reflect the existing costs faced by the incumbent carrier. We are required to follow
Federal rules to determine profit when developing rates. In competitive areas such as
Anchorage and Fairbanks, Federal law requires that carriers set interconnection rates
based on Federal negotiation and arbitration standards.

Similarly, we are required to follow Federal policies to determine when a carrier may be
deemed eligible to receive Federal universal service funding in competition with an
incumbent. The FCC also controls how much support a competitor is eligible to receive.

Though we have opened up the long distance market to statewide facilities competition,
the FCC still restricts where a carrier may build an earth station. Until the Federal policy
is modified, Alascom’s facilities monopoly in about 140 remote rural locations in the
state will probably continue.

We arc charged to enforce a host of Federal obligations and limitations on incumbent
carriers and one of the reasons all states have regulatory agencies, is to deal with the
details and complexities of changing federal rules, markets and technology. For example,
our authority to regulate new technologies such as cable telephony or the new Broadband
Power Line technology and our ability to require fair rates for interconnect to such
emerging networks, is part of a new world of emerging issues.



These situations are challenges both for the industry and for the Commission. We
welcome efforts to improve the current system. However, most of our challenges lie at
the Federal level and that is where we believe much of the effort should be directed.

We are discussing with the Governor’s office, an effort (i.e. surely, in coordination with
Senator Steven’s office) to propose an Alaskan recommendation to the FCC allowing our
state greater flexibility to manage competition, given our unique characteristics. All
could benefit from such a solution, and we believe it will take Federal action, rather than
changes in Alaska’s statutes, to resolve most of the issues of current concern.

Many of the proposals before you attempt to solve the Federal problem by adopting
state policies that conflict with Federal law. Statutory changes at odds with Federal
law, will only lead to unnecessary litigation or federal preemption of state authority.
This will increase the cost of regulation without a net benefit, since in the end, Federal
law will prevail. Service to customers may be delayed or denied, and market instability
may occur, as the industry and the Commission attempt to resolve these complex issues.

We believe it counterproductive to adopt any statutory changes that are inconsistent with
Federal law, or that compromise the ability of the Commission to ensure due process
when determining just and reasonable rates. The bulleted items below represent
principle areas of concern. | have followed them with more detailed, section-by-section
comments.

* The proposal would prematurely deregulate monopoly local and long distance
carriers. Deregulation could occur when as many as 100% of the local customers
in a given market had no access to a full-service competitor! Lack of price
control may be especially critical in rural areas that may not face effective
competition due to their remoteness, high cost and low population density.

» Exceptin very limit, d cases, the Commission could not require a carrier to
upgrade its facilitieslin light of consumer complaints. Customers unhappy with
service quality could not obtain Commission help to require a utility to upgrade
its facilities to meet a reasonable public need. Inadequate telecommunications
infrastructure could defer economic development in rural areas.2

« Exceptin very limited cases, the Commission could not revise a carrier’s
depreciation rates to meet just and reasonable’ ratemaking outcomes, or control
the resultant increase in local rates, even if that carrier had already recovered the
majority of its capital investment.

1The term, “facilities™ generally means the electronic equipment, cables, and other infrastructure needed to
provide service to customers.

‘The Regulatory Commission of Alaska currently process approximately 730 citizen complaints per year,
from the North Slope to Southeast Alaska. The majority of these, almost 600, arc directed at
telecommunications utilities. The Commission resolves complaints with utilities informally, when
possible; at other times it adjudicates complaints through formal procedures.



The Commission must accept a carrier’s increased interconnection rates even
when negotiation or arbitration fail and competitors contest those rates, if the
carrier self-certified its compliances with the proposed act.

Our goal, as statutes direct, is to protect the public interest: determining through due-
process, jusf and reasonable rates for consumer and the opportunity for utilities to gather
fair returns on their investments. We support Governor Murkowski’s clean version of the
RCA reauthorization bill as the best way to protect the public interest. The proposed
legislation cannot remedy defects with Federal policies and has the potential to increase
customer rates while reducing quality of service in our state. Changes are best directed at
the federal level through a coordinated effort by the administration, industry and the
Commission. Thank you again for this opportunity to comment.

Section-by-Section Comments

Sec 2: Proposed AS 42.05.145(b):

Sec 3:

The proposal would prevent the Commission from treating monopoly local
carriers as dominant carriers, limiting the Commission’s ability to monitor and
ensure fair consumer rates. Under proposed section AS 42.05.145(b), the
Commission cannot regulate an incumbent local carrier as dominant if a) the
carrier has less than 60% statewide market share and b) another carrier has an
approved application to serve somewhere in the incumbent’s service area. All
local carriers in Alaska have less than 60% statewide market share, making 60% a
meaningless and misleading distinction. As a result, incumbent local carriers
would be deemed non-dominant when any other carrier receives certification,
even though the competitor may never actually serve or may provide only limited
service in the area. Rural local carriers already receive strong protection under
the Act from competition. The Act’s Rural Exemption releases a rural local
carrier from federal forward-looking rate setting practices, unbundled network
element policies and the duty to negotiate interconnection rates with a
competitor.3 Further statutory protection is unneeded and risks harm to
consumers. The long-standing policy of regulating monopolies remains valid and
protects the public from undue rate increases and reductions in service quality.

Proposed AS 42.05.291(e):

The first sentence of this proposal is unclear, but would apply to all utilities and
would appear to prevent the Commission from requiring an updated quality of
service standard to existing utility facilities or services, even if the current
standards and requirements had become outdated or obsolete.

2The Rural Exemption cannot he lifted unless the Commission finds that the result would not be unduly

economically burdensome, is technically feasible and is consistent with provisions of the Act related to
Universal Service. 47 U.S.C. 251(f).



Sec 4:

Under the second sentence of (e), the Commission would be unable to require any
telecommunications utility to upgrade its plant in response to customer complaints
or desires for improved service quality or availability. This prohibition would
apply both to competitive and non-competitive markets. Given the long life of
utility plant (at times decades), the proposed section (e) is especially damaging to
consumers. Poor quality or antiquated telecommunications infrastructure could
delay availability of Internet access and deter economic development in rural
areas. Adequate protections exist to allow companies to explain why upgrades
may be too expensive or impractical.

Proposed AS 42.05.38 I(k):

This part of the proposal abides by neither the IRS depreciation standards nor
traditional regulatory standards. One of the IRS’ publications alone, on
depreciation, consumes about 107 pages of text.4 In contrast, the pending
proposal advocates one simple depreciation rule—any rate isjustified provided
the life employed is no shorter than the service life permitted by the IRS. The
proposal ignores all other limitations, including that the utility stop recovering
depreciation expense once the cost of an asset has been fully recovered. The
proposal would also allow accelerated depreciation, making it possible for the
carrier to increase its depreciation rates for the purpose of setting utility rates.5

Unlike the IRS, the Commission does not have a 107-page publication describing
depreciation rates. We have flexibility and generally would allow a proposed
depreciation rate if the utility could justify it. (However, utilities must supply
accurate information and have not always done so.) This proposed legislation
would effectively prevent review and approval of depreciation rates so long as the
utility had claimed it had used the IRS lives.

Given the constraints on Commission action, this proposal would curtail the
Commission’s authority to enforce the existing statutory requirement that
depreciation rates not be excessive. AS 42.05.471

Depreciation expense is a key component for determining rates for a utility. The
Commission would have to accept a utility rate increase based on a potentially
accelerated depreciation expense that could not be contested except in limited
circumstance as specified by the amendment.

4See IRS Publication 946.

5 Accelerated depreciation allows the utility to set a high depreciation rate in early years, followed (in
theory) by a lower depreciation rate in later years. However, under this proposal, the utility would not be
required to set a lower rate in later years, even if the utility had substantially recovered its investment.



Sec 4 (Cont.): Proposed AS 42.05.381(1):

» The first sentence allows the carrier to recover the costs “it expects to incur”.
While the meaning is vague, parties may argue that the Commission must accept
the carrier’s proposal even if costs were disputed.  This provision may be
inconsistent with the Act requirement that open issues be resolved through
negotiation and arbitration.6

» The first sentence also requires that the carrier shall be “allowed a reasonable
profit.” In contrast, FCC policies state that normal profit is already embedded in
the concept of forward-looking costs and so no additional profit component would
generally be allowed when determining local interconnection rates.7  As a result,
the intent of this provision appears to conflict with Federal policy.

 The second sentence states that “current costs” provide the best evidence for
setting rates.8 However, this would be inconsistent with requirements of FCC
regulations9that local interconnection rates be based on forward-looking costs.

* The third sentence provides that depreciation and capital costs may reflect
“increased business risk” and must be consistent with provision (k). As
previously indicated, provision (k) would place no effective constraint on
depreciation rates or capital recovery. As a result, the carrier could set its level of
capital recovery virtually at will. This would be inconsistent with the Act and
FCC requirements that rates be based on forward-looking costs. This provision
would also be inconsistent with th? requirement that rates be based upon
negotiation and, if necessary, arbitration. To the extent a carrier has the ability to
raise its interconnection rates10in light of this provision, it could negatively affect
competition and increase utility rates in the market. The term “business risk” is
not defined and is legally arguable.

e The last section of this provision would make a carrier obligated to pay another
carrier’s investment costs if the first carrier at any time cancelled use of the other
carrier’s services. In a free market, competitors are not given full and
unconditional recovery of investment, plus opportunity for double recovery. Yet
that is what this proposal would achieve. The incumbent earner would be fully
compensated for its investment by a competitor, and then allowed further

647 U.S.C. 251(c). 47 U.S.C. 252(b)(1).

7FCC Order FCC 96-325, paragraph 700.

8The term “current costs” probably means the costs as recorded in the utility’s books and records. The
current costs may reflect the utility’s existing technology and past management decisions. In contrast,
forward-looking costs attempt to estimate the costs if service were provided by an efficient provider and
without limitations caused by historical factors.

947 C.F.R. 51.505.

10 An interconnection agreement provides the terms and conditions for purchase of one carrier’s services by
a competitor.



opportunity for recovery as it uses those facilities for other purposes. New
carriers may not want to risk entering Alaska markets knowing that by buying
services from the incumbent, they may be required to pay all of the incumbent's
investment within 90 days, as under this change.

Sec 5: Proposed AS 42.05.433(a) through (g). This proposal would allow full rate and
quality of service deregulation of qualifying local and interexchange carriers. (Proposed
AS 42.05.433(d)).

It would prematurely deregulate local exchange carriers and allow deregulation
even though 50% of the carrier’s retail customers had no competitive choice. For
example, if as a result of competition in Valdez, a carrier met the 50%

benchmark, then service it provides to McCarthy would also be deregulated, even
though the Commission might have a pending quality of service or rate complaint
for that area.

As another example, if services in a big city are deregulated and the Incumbent is
given flexibility to raise local retail rates and UNE 1l rates at will (as would occur
under Sections 5 & 8), then customers in subdivisions where the Incumbent had
the only facilities would be positioned to pay the Incumbent’s price, either
directly or indirectly as the Competitor passed on to its customers the costs of the
higher Incumbent UNE rates. Further, the Commission would be unable to
address consumer quality of service complaints like those recently raised against a
large Incumbent for providing wireless services in place of wire line services in
Anchorage and other locations.

This proposal could prematurely deregulate the entire state for long distance
services even though Alascom, Inc. retains a facilities monopoly in many areas of
the state and the FCC prevents competitors from building duplicate earth stations
in most of Alaska. We also note that the term “long distance” is not defined, and
therefore the scope of deregulation could be quite broad.

If deregulation occurs before effective competition exists throughout a
Competitive Service Area, then customers are likely to experience rate increases
and reduction of service quality. The Commission will be able to take no
meaningful action when rates increase in areas with an effective monopoly. The
Commission would also be unable to act on any resultant complaints unL! after a
formal proceeding successfully led to repeal of the self-certification as the result
of a written finding and order. Given the minimal standards for deregulation at
section (g), it would be unlikely that the Commission could properly regulate an
area, even if it concluded the carrier held an effective monopoly.

11 Unbundled Network Element



The amendment would allow monopoly and other carriers to deregulate their
services at will by self-certifying that the area satisfies the competitive service
area standard of the section. Upon self-certification, all pending Commission
proceedings, including those involving consumer complaints would appear to
cease. As aresult, carriers would have an incentive to prematurely self-certify so
as to avoid or delay continued scrutiny of pending quality of service or rate
investigations.

Provisions of (f) are problematic if the intent is to assign carrier of last resort
obligations among interexchange carriers based on retail market share. A carrier
may have a significant retail market share while owning few facilities. Such
carriers may be unable to meet new, required carrier of last resort obligations
absent construction of significant new, duplicative facilities. We may be forced
to require carriers to build new facilities at locations where duplicate earth
stations would make no sense. Carriers may be reluctant to enter the market if
this means they must take on carrier of last resort obligations. It would further
enhance incumbent monopolies.

Sharing carrier of last resort responsibilities among several interexchange carriers
has the potential to reduce quality of service. For example, the networks of the
two largest carriers (Alascom and GCI) use incompatible technologies. As a
result, calls between the two networks may require that a call be placed using
multiple satellite hops, reducing call quality. Also sharing carrier of last resort
responsibilities may leave the state dependent upon multiple carriers with a
variety of potentially incompatible systems. This may compromise system
reliability and make network-wide planning difficult. Further, determination of
“carriers of last resort” will be controversial as we attempt to assure universal
service while preventing “cherry picking” of the most profitable locations.

Sec. 5 (Cont.): Proposed AS 42.05.435

The intent of section (b) is ill defined. This provision states that arbitrated rates
should be set as close as possible to the prices arrived at between a willing buyer
and a willing seller (i.e., “market prices”) yet arbitration would likely only occur
if the buyer and seller were unwilling to agree on rates. Nor is it clear which
“willing buyers” and which “willing sellers” are referred to. It is not necessarily
reasonable to base Alaska interconnection rates on the prices willing buyers and
sellers may reach in the Lower 48.

Section (c) requires that a carrier be "fully compensated” for all capital
expenditures related to the furnishing of its facilities to another carrier. Put
another way, the carrier must be compensated for its current costs of investment.
However, FCC regulations require that UNE rates be based on forward looking
costs. As a result this provision would appear inconsistent with federal
requirements.



Sec 6: AS 42.05.810

Sec. 8:

This section implies the Commission may regulate a long distance carrier as
dominant when the carrier has a statewide market share of 60% or more.
However, earlier provisions effectively dereg&Ilate the long distance market,
rendering this section moot.

APPLICABILITY

This section allows the incumbent local exchange carrier to immediately adjust
its interconnection rates after providing a written statement to the Commission
certifying its compliance with the state law. Self-certification is inconsistent
with requirements of the Act that allow a competitor (or the incumbent) to
petition a state commission for compulsory arbitration of interconnection rate
disputes. 47 USC 252(b). Further there is no mechanism to allow dispute of the
incumbent’s seif certification (outside of litigation or Federal preemption). To
the extent that the incumbent can implement unjustified, high interconnection
rates at will, it has the potential to significantly reduce the level of competition
and increase its ability to raise rates to Alaskan citizens.

Sec: 9: CARRIER OF LAST RESORT

This provision requires the Commission to determine the financial cost of the
obligation of being a earner of last resort while other provisions remove the tools
(i.e., accounting standards) necessary to determine what may be a valid
obligation.

Payment toward the carrier of last resort’s obligation is a form of universal
service support. The Act requires that “all providers of telecommunications
services” pay such compensation.12 As this provision would limit payment to
carriers serving a competitive area, it violates the federal telecommunications
Act.

47 US.C. 254(b)(4).
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HB 111 RCA EXTENSION & POLCIES

"An Act relating to policies in telecommunications regulations; extending the termination date of the
Regulatory Commission of Alaska; and providing for an effective date."

and recommends: Senate Bill:
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adopt previous _ CS ) [ ] same title
[ j technical title
attached amendment(s) [ 1 new: SCR #_
adopt Letter of Intent by Committee
further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#
DC6D Aa) ve><mZ
ts?
V. «Ji

[ ] APPROPRIATION - no fiscal note

COCHAIR
COCHAIR



FISCAL NOTE MAY 18 2003

SENAT: rIM/viCi-I

STATE OF ALASKA Fiscal Note Number .« - -
2003 LEGISLATIVE SESSION Billl Version: “CSHBTI1(jUDVam
Q Publish Dalle:
Revision Date/Time (Note if correction): Dept. Affected,; DCED
Tide Regulatory Commission of Alaska: BRU Regullatory Commission ofAlaska (3%9)
Sunset Bxtension Component Regulatory Commission of Alaska
Sponsor Rules by Request of the Governor.
Requester Senate Finance Component No. 2417
Expendltures/Revenues (Thousands of Dollars)
Note: Amounts do not incluce inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 3,929 3,982.9 3,99 3,982.9 3,982.9
Trael 60.0 60.0 60.0 60.0 60.0
Contractual 1.920.0 1,920.0 1,920.0 1,920.0 1,920.0
Supplies 62.5 2.5 62.5 62.5 62.5
Equipment 13.8 13.8 13.8 13.8 13.8
Land & Structures
Grants & Claims
Miscel laneous
TOTAL OPERATING 6,039.2 6,030.2 6,039.2 6,039.2 6,039.2 0.0
CAPITAL EXPENDITURES L
CHANGE INREVENUES ( ) |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

1141 -RCA Receipts 6.039.2 6,039.2 6,039.2 6.039.2 6.039.2
TOTAL 6,039.2 6,030.2 6,039.2 6,039.2 6,039.2 0.0
Estimate of any current year (FY2003) oost: 6.008.1
Mark this box (9 iffunding for this hill is included in the Governor™s FY 2004 budget proposal : X
POSITIONS
Full-ane 62 62 62 62 62
Part-tine
Temporary

ANALYSIS: (Attach a separate page if necessary)
This legislation extends the Regulatory Commission of Alaska (RCA) to June 30, 2007. In accordance with

AS 44.66.010, funding is extended one year following the termination date allowing the commission to
conclude its affairs. This legislation also requires the RCA review its telecommunications regulations, hold
public hearings and propose regulations for improvement no later than November 15, 2003.

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. 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.

Prepared by: Dave Harbour, Chair Phone 907-276-6222
Divisian Regulatory Commission ofAlaska Date/Time 5/19/2003 7:00:PM
Approved by: Edgar Blatchford, Commissioner. Date 5/19/2003
Agency Department of Community & Economic Development

(Revuo0 9/7002 OMB) Page 1of 1
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Sovernor FA&gogtiﬁ‘)Gfégssgsz
GOVERNOR&GOV.STATE.AK.US -
State of Alaska WWiW.GOV. STATE AK.US
OFFICE OF THE GOVERNOR

Juneau

February 18, 2003

The Honorable Pete Kott
Speaker of the House

Alaska State Legislature
Staet Capitol, Room 208
Juneau, AK 99801-1182

Dear Speaker Kott:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, | am
transmitting a bill that would extend the life of the Regulatory Commission of
Alaska (RCA) to avoid its termination on June 30, 2003. The bill also includes
a provision for an immediate effective date.

It is important to pass this bill before the RCA’s termination date. The
RCA regulates utilities statewide and intrastate pipelines. The continued
operation cf the RCA is essential to ensure that Alaskan consumers have
reliable and affordable utility sendees and to assure a stable business
environment for utilities and pipelines.

Failure to extend the commission this session would significantly
interfere with its work. Though the sunset Act provides for a “wind down”
year, the commission would have to redirect its time and energy to plan for
closing its operations. Failure to extend the RCA would leave the regulated
utilities as well as consumers in a state of confusion and uncertainty.

| urge your prompt and favorable action on this measure.

Sincerely yours


http://WWW.GOV.STATE.AK.US
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"An Act relating to the authority of the Alaska Industrial Development and Export Authority to issue bonds;
and providing for an effective date."
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number J

2003 LEGISLATIVE SESSION Bill Version: HB 112
(H) Publish Date: 2/19/03

Revision Date/Time (Note if correction): Dept. Affected: DCED

Title AIDEA Bonding Authority BRU AIDEA (125'
Component AIDEA

Sponsor Rules

Reauester Governor Component No. 1234

Expenditures/Revenues (Thousands of Dollars)

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

OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I

CHANGE IN REVENUES ( ) ! [

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0
Estimate of any cun snt year (FY2003) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor’'s FY 2004 budget proposal:
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This legislation extends to July 1, 2007 the sunset of statutory authority for AIDEA to issue bonds that do
not exceed S10 million for development projects. Unless extended, AIDEA's general bonding authority
would sunset on July 1, 2003.

Prepared by: Sara Fisher-Goad, Financial Analyst Phone 907-269-4623
Division Alaska Industrial Development and Export Authority Dale/Time 2/11/03 9:05 AM
Approved by: Edgar Blatchford, Commissioner Date 2/11/2003
Agency Department of Community & Economic Development
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CS FOR HOUSE BILL NO. 112( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - FIRST SESSION
BY

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL
FOR AN ACTENTITLED
"An Act relating to the authority of the Alaska Industrial Development and Export
Authority to issue bonds and to a municipal tax exemption for certain assets and
projects of the Alaska Industrial Development and Export Authority; and providing for

an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.88.095(g) is amended to read:
(g) Before July 1, 2007 [2003], the authority may issue bonds in an amount

greater than $10,000,000 to assist in the financing of a development project under
AS 44.88.172 - 44.88.177 omv with legislative approval. Beginning July 1, 2007
[2003], and thereafter, without prior legislative approval, the authority may not issue
bonds, except refunding and conduit revenue bonds.

* Sec. 2. Sections 3 and 19, ch. 117, SLA 2000, are repealed.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

_ -J- csie 112 )
New Text Underlined [DELETED TEXT BRACKETED!



AIDEA Comments on HB 112

House Bill 112 “An Act Relating to the authority of the Alaska Industrial Development and
Export Authority to issue bonds; and providing for an effective date."

HB112 extends AIDEA's general bonding authority to July 1, 2007. Without the extension AIDEA
would need legislative authorization to issue bonds for development projects under S10,000,000.
AIDEA would also be restricted from issuing any bonds to finance the purchase of loan
participations without legislative authorization.

Examples of bond issues that AIDEA has issued that would require legislative authorization after
July 1, 2003 if the bonding authority were to sunset:

¢ $8,020,000 AIDEA Revolving Fund Bonds, Series 1995A. Provided tax-exempt
funds for a loan participation made to Kodiak Fishmeal Company for a fish by-product
processing plant.

+ $7,000,000 AIDEA Revolving Fund Bonds, Series 1991 A. Provided tax-exempt
funds for the expansion and improvement of the Unalaska Marine Center. (This
project also had legislative authorization.)

The following requirements are not affected by HB 112:

s All development projects over $10,000,000 for which bonds are to be issued require
legislative authorization prior to issuing the bonds.

s  Prior to issuing bonds over $(5,000,000, AIDEA is required to receive approval from
the local government in which the project is to be located.

s All development projects for which bonds are to be issued require AIDEA to make
findings that the project is economically and financially feasible.

Recently, AIDEA has only issued refunding and conduit revenue bonds which are not affected by
HB112. If this bill does not pass, AIDEA will continue to have the ability to issue refunding bonds
and conduit revenue bonds; however, the s.unset extension provides AIDEA the flexibility to assist
in the financing of key development projects. |If this authorization is allowed to sunset, and
depending on the timing of the potential projects, AIDEA may have to wait for legislative
authorization to issue bonds. Allowing the bond authority to sunset would eliminate a tool for
AIDEA to use to assist projects that could provide an economic benefit to the state.

) ) 813 West Northern Lights Boulevard *Anchorage, Alaska f>9303
m*i« *n r ionn ,rn» *Err M » iini Tr»»'n” >u. ¢ .









SEimATE FINANCE COMMITTEE REPORT MAY 1 8 2003

DATE: 3/12/03 FURTHER: e = XC,

DATE TURNED tO o]
IN TO OFFICE

Finance Committee consideied CS FOR HOUSE BILL NO. 112(FIN)

HB 112 AIDEA : BONDS & MUNICIPAL TAX EXEMPTION

"An Act relating to the authority of the Alaska Industrial Development and Export Authority to issue bonds and
to a municipal tax exemption for certain assets and projects of the Alaska Industrial Development and Export

Authority; and providing for an effective date."

and recommends: Senate Bill:
) £ [ ] same title
be replaced with cs CI/s>Tip \\ - (JL_LtA ) [ ] newtitle

] adopt previous__
[ j technical title

] attached amendment(s) [ ] new: SCR #

] adopt Letter of Intent by Committee

] further referral to Committee

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Fiscal Department Fiscal

[ 1 APPROPRIATION - no fiscal note

SIGNATURES AND RECOMMENDATIONS Amend

Cochair

Cochair
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number : 1

2003 LEGISLATIVE SESSION Bl Versiion: HB 112
) Puwblish Date: 2/19/03

Revision Date/Time (Note ifcorrection): Dept. Affected: DCED

Tide AIDEA Bonding Authority "BRU AIDEA (125)
Component AIDEA

Sponsor Rules

Requester Governor Component no.

Expendituros/Revenues (Thousands of Doliars)
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 20Cc 1 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services

Travel

Cotractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscel laneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

1234

CAPITAL EXPENDITURES | 1 | ]

ICHANGE INREVENUES ( ) | i

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Secify Type-Do rot ereviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal:

POSITIONS
Full-tine
Part-time
Temporary

ANALYSIS: (Attach a separata paqo if necessary)
This legislation extends to July 1, 2007 the sunset of statutory authority for AIDEA to issue bonds that do

not exceed $10 million for development projects. Unless extended, AIDEA's general bonding authority
would sunset on July 1, 2003.

Prepared by:  Sara Fisher-Goad, Financial Analyst Phone 907-269-4623
Division Alaska Irdstrial Development and Bxport Authority Date/Time 2/11/03 9:05 AM
Approved by:  Edgar Blatchford, Commissioner Date 2/11/2003

Agency Department of Community & Economic Development

(Revised 0T002 OMB) Page lof 1
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SENATE CS FOR CS FOR HOUSE BILL NO. 112(FIN)
IN TI-IE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - FIRST SESSION
BY THE SENATE FINANCE COMMITTEE

Offered:

Referred:

Sponsors): LOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL
FOR AN ACT ENTITLED
"An Act relating to the authority of the Alaska Industrial Development and Export
Authority to issue bonds and to a municipal tax exemption for certain assets and
projects of the Alaska Industrial Development and Export Authority; and providing for

an effective date."

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

* Section 1. AS 44.SS.095(g) is amended to read:
(9) Before July 1, 2007 [2003], the authority may issue bonds in an amount
greater than $10,000,000 to assist in the financing of a development project under
AS 44.88.172 - 44.88.177 only with legislative approval. Beginning July 1, 2007
[2003], and thereafter, without prior legislative approval, the authority may nol issue
bonds, except refunding and conduit revenue bonds.
* Sec. 2. Section 19, ch. 117, SLA 2000, is amended to read:
Sec. 19. Section 3 of this Act takes effect July 1, 2007 [2004].
* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

-1- SCS CSIIB 112(FIN)
Now Te>C Underlined (DELETED TEXT BRACKETEDJ
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SENATE CS FOR CS FOR HOUSE BILL NO. 112(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - FIRST SESSION
BY TILE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL
FOR AN ACT ENTITLED
"An Act relating to the authority of the Alaska Industrial Development and Export
Authority to issue bonds and to a municipal tax exemption for certain assets and
projects of the Alaska Industrial Development and Export Authority; and providing for

an effective date."

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

* Section 1. AS 44.5S.095(g) is amended to read:
(9) Before July 1, 2007 [2003], the authority may issue bonds in an amount
greater than $10,000,000 to assist in the financing of a development project under
AS 44.88.172 - 44.88.177 only with legislative approval. Beginning July 1, 2007
[2003], and thereafter, without prior legislative approval, the authority may not issue
bonds, except refunding and conduit revenue bonds.
* Sec. 2. Sections 3, ch. 117, SLA 2000, is repealed and reenacted to read:
Sec. 3. AS 29.45.030(a) is amended to read:

(a) The following property is exempt from general taxation:

-1- SCS CSHB 112(FIN)
Vew Texc Underlined (DELETED TEXT BRACKETEDI
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(1) municipal property, indumng property held by a public corporation
of a municipality, or state property, .dr land that is in the trust established by the
Alaska Mental Health Enabling Act of 1956, P.L. 84-830, 70 Stat. 709, except that

(A) a private leasehold, contract, or other interest in the
property is taxable to the extent of the interest; however, an interest created by
a nonexclusive use agreement between the Alaska Industrial Development and
Export Authority and a user of a roadway that mav also be used bv other
persons [AN INTEGRATED TRANSPORTATION AND PORT FACILITY
OWNED BY THE AUTHORITY AND INITIALLY PLACED IN SERVICE
BEFORE JANUARY 1, 1999,] is taxable only to the extent of, and for the
value associated with, the use for purposes other than motorized vehicular
transportation bv the user [THOSE SPECIFIC IMPROVEMENTS USED
FOR LODGING PURPOSES];

(B) notwithstanding any other provision of law, property
acquired by an agency, corporation, or other entity of the stale through
foreclosure or deed in lieu of foreclosure and retained as an investment of a
state entity is taxable; this subparagraph does not apply to federal land granted
to the University of Alaska under AS 14.40.380 or 14.40.390, or to other land

to the university.by the state to replace land that had been granted
under AS 14.40.380 or 1440390; Pt$ [H N0O3 0O £

(C) an ownership interest of a municipality in real property
located outside the municipality acquiredafter December 31, 1990, is taxable
by another municipality; however, a borough may not tax an interest in real
property located in the borough and owned by a city in that borough;

(2) household furniture and personal effects of members of a
household;

(3) property used exclusively for nonprofit religious, charitable,
cemetery, hospital, or educational purposes;

(4) property of a nonbusiness organization composed entirely of
persons with 90 days or more of active service in the armed forces of the United States

whose conditions of service and separation were other than dishonorable, or the

SCS CSI1B 112(FIN) -2-
Daw Toxc Underlined (DELETED TEXT BRACKETED I
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property of an auxiliary of that organization;

(5) money on deposit;

(6) the real property of certain residents of the state to the extent and
subject to the conditions provided in (e) of this section;

(7) real property or an interest in real property that is exempt from
taxation under 43 U.S.C. 1620(d), as amended,;

(8) property of a political subdivision, agency, corporation, or other
entity of the United Slates to the extent required by federal law; except that a private
leasehold, contract, or other interest in the property is taxable to the extent of that
interest;

(9) natural resources in place including coal, ore bodies, mineral
deposits, and other proven and unproven deposits of valuable materials laid down by
natural processes, unharvested aquatic plants and animals, and timber.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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Alnska Energy Authority

CS HB 112 (FIN)

CS HB 112 (FIN) "An Act relating to the authority of the Alaska Industrial Development and Export
Authority to issue bonds and to a municipal tax exemption for certain assets and
projects of the Alaska Industrial Development and Export Authority; and
providing for an effective date."

SECTION 1- SUNSET EXTENTION FOR AIDEA BONDS
y CS HB112 (FIN) extends AIDEA’s general bonding authority to July 1, 2007.

y  Without the extension AIDEA would need legislative authorization to issue bonds for development
projects under $10,000,000.

y AIDEA would also be restricted from issuing any bonds to finance the purchase of loan
participations without legislative authorization.

[ Allowing the bond authority to sunset would eliminate a tool for AIDEA to use to assist projects
that could provide an economic benefit to the state.

SECTION 2 - MUNICIPAL TAX EXEMPTION

y CS HB112 (FIN) includes a permanent extension of a tax exemption that applies to the Delong
Mountain Transportation System.

y The Delong Mountain Transportation System is a publicly owned transportation facility.

y Although the current AIDEA board has not taken a position on this issue, historically AIDEA
development projects have generally not been subject to local property taxes. Instead, AIDEA
statutes authorize private users and the local political subdivision to enter into agreements
providing for payments in lieu of taxes.

y Pursuant to a Payment in Lieu of Taxes Agreement, Teck Cominco Alaska makes annual
payments to the Northwest Arctic Borough.

y Extending the tax exemption will continue the current levels of School Foundation Formula and
state revenue sharing support provided to the Northwest Artie Borough, as the amount of support
under those programs is lied to the full value of taxable property within the Borough.

SECTION 3 - PROVIDES FOR AN IMMEDIATE EFFECTIVE DATE
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Frank H. Murkowskl. Governor

Degartment,of community
ant Economic Development

Division of Community and Business Development
550W. 7thAvenue, Siite 1770, Anchorage, AK 99501-3510

Telephoe:  (907) 2594501 =Fax: (907) 209-4539. Text Telephone: %SD?) 465-5437
Email: questions@dced.3i8te.ak.UB * Website: WWW.dced.state.Bk.us/chd/

FAX Transmittal
TO: Sheila Peterson DATE: 4-17-03

FAX NUMBER: 465*4714

FROM: Steve Van Sant, Total # of pages
State Assessor including cover
Attachment:
Sheila,

Attached are copies of a few pages form the agreements between AIDEA
and Cominco. As you can see from Section b3 on page 10, Cominco will be
paid by AIDEA if they do not use their allotted portion of the storage
buildings and AIDEA allows another company to use it. That certainly tells
me that there is a possessory interest In that facility. | will get an email to
you today with a proposal to exempt any value for the road facilities such
as the one at Red Dog which Is supposed to become a state road and open
to all. However, the possessory interest would remain for the ore storage
buildings and the dock.

Thanks
Steve

If this FAX does not transmit properly,
please call the number listed Immediately

If the information contained in this FAX Is CONFIDENTIAL and/or PRIVILEGED.
This FAX la Intended to be reviewed by the Individual named above, if tho reader
of this transmittal page Is not the Intended recipient or a representative of the
Intended recipiont, you ara _hereby notified that any review, dissemination, or
copying of this FAX or the information contained herein, is prohibited. If you
received this FAX In error, please immediately notify the sondor by telephone, and
return this FAX to the sender at the above address. Thank you.

lax.doc
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"lons Produced from Mill" means all lead and zinc concentrate (and associated
substances) produced from the Mill for the subject Year.

"Tons Shipped from Port by Cominco" means all tonnage shipped by Cominco from the
DMTS Port during the subject Year.

"User" means Cominco and each Other User.
"YeaT means a calendar year unless otherwise clearly indicated.

ARTICLE 2
OPERATION. MAINTENANCE AND USE OF DMTS

2.1 Duration of Cominco’s Non-exclusive Rights.

(@ Initial Term. Cominco shall have the non-exclusive priority right to use the
DMTS as provided in Section 2.2 hereof during the Initial Term and any extensions thereof.

(b)  Extensions. Cominco shall have the option to extend the Initial Term for five (5)
additional ten (10)-year terms by notifying AIDEA at least one (1) year in advance of the
expiration of the Initial Term and at least one (1) year in advance of the expiration of each
subsequent ten (10)-year extended term; provided, however, that in no event shall the term of
this Agreement extend beyond September 25, 2085, unless the Easement Agreement between
NANA and the U.S. Department of the Interior, effective September 1985, has been extended
and, provided, further, that Cominco shall not be entitled to extend the termsfor use of the
Expansion Project unless Cominco concurrently elects to extend the term for use of the Original
Project for the same period of time. The failure to timely exercise the option for any extended
ten (10)-year term terminates the right to exercise the option for all subsequent-extension
periods. During any extended terra, Cominco shall paj me same tolls on a value-adjusted basis
(calculated in accordance with Section 3.5 herein) as arc then being paid by other Non-Exempt
Users of the DMTS. If at that time there are no other Non-Exempt Users, the parties shall
negotiate in good faith to agree upon the amount of the toll fee to be paid by Cominco. If the
parties cannot agree, Cominco’s toll fee c;i a per ton basis sliall be the same as the average per
ton toll fee paid by Cominco during the last three (3) year:; of the term then, expiring.

2.2 Non-exclusive Right of Cominco to Use DMTS. e

@ Non-exclusivc Right to Use. In consideration of the Cominco Toll Fees and the
covenants and conditions contained herein, AIDFA hereby giants to Cominco, and Cominco
accepts from AIDEA. ihe non-exclusive right to use the DMTS, during the term provided
herein, along with AIDEA and Other Users, subject however, to the priority rights in favor of
Cominco described in the following subsection ft?).

077jn» W
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(b) Priority Rights of Cominco. Cominco shall during the term of this Agreement
have the following priority rights:

@ a priority right to utilize the concentrate storage, oil storage, and supply
storage areas at the Port as designated in the Project designs and specifications.

(2 a priority right to use the other DMTS improvements constructed by
AIDEA pursuant to this Agreement, to allow Cominco to commence, carry on and sustain
activities related to development of the Red Dog Property and construction, operation and
maintenance of the Mine and Mill located thereon including without limitation;

0] The priority right to ship each Year, through the DMTS,
1,320,000 tons, plus any Allowable Base carryover tonnage computed in
accordance with Section 3.4, up to a limit in any Year of one million five
hundred thousand (1,500,000) tons in any Year. This limit applies only to the
tonnage which Cominco may ship on a priority basis each year and docs not
affect Corainco’s annual allowable tonnage as calculated for purposes of
determining the CTF, if any, required to be paid pursuant to Section 3.4 hereof;
and

(if) The priority right to use the DMTS to move all construction
equipment, fuel, supplies, materials, modules and the like needed for development
of the Red Dog Property and construction, maintenance and sustained operation
of the Mine and Mill and related facilities to produce 1,320,000 tons per Year.

3) If at any time Cominco is not fully utilizing its priority right to use the
DMTS concentrate and oil storage facilities to support development of the Red Dog property and
operation and maintenance of the Mine and Mill, AIDEA may, with Cominco's consent (which
consent shall not be unreasonably withheld), license others to use Cominco’s unused portion of
the DMTS’s concentrate and oil storage capacity. AIDEA shall charge a commercially
reasonable license fee for the use of such storage areas, which shall be paid to cormnco.
Cominco shall have the right to direct AIDEA to cancel, upon reasonable notice, any license
granted to Other Users and to increase its usage of the subject storage areas up to full capacity
even if such increase displaces Other Users which have been licensed by AIDEA.

(© Restrictions on Cominco's Use. AIDEA reserves the right, from time to time,
to restrict or limit any usage by Cominco if ordered or directed to do so by a court or other
governments] authority of competent jurisdiction; subject however, to payment to Cominco of
all revenues received by AIDEA from Other Users who utilize, in lieu of Cominco, part or all
of the DMTS that otherwise would have been utilized by Cominco absent such judicial or
governmental order or directive. AIDEA shall not dispute Cominco's right to contest any such
order or directive, and in the event, that any such order or directive is not stayed or lifted within
sixty (60) days from the date of issuance, AIDEA shall pursue with due diligence, and al no

0272339.09
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to Cominco, the expansion of the capacity of the DMTS so as to accommodate the priority rights
of Cominco and the requirements of Other Users.

2.3 Maintenance. Operation and Administration of DMTS.

@) Maintenance. AIDEA shall keep and maintain the DMTS in good order and
repair during the entire term of this Agreement, including any extensions thereof, in a manner
which will assure reasonably proper functioning of the DMTS. Maintenance of the DMTS shall
conform to the maintenance standards and specifications contained in the attached Exhibit A.

(b) Administration. AIDEA shall be responsible for the administration of the DMTS.
For purposes of this Section "administration" means all general management functions, including
scheduling, necessary to insure orderly operation of the DMTS.

(© Operation. Except as otherwise provided in the last sentence of this subsection
2.3(c), AIDEA shall be responsible for operation of the DMTS which shall include operation
of the power plant, sewage and water facilities, fuel storage facilities, all mechanical and mobile
equipment and the conveyor system and all other Port facilities. However, all Users shall use
their own vehicles and personnel for the transport of product, materials and equipment on the
Road and to and from the Port. So long as Cominco is the predominant Non-Exempt User of
the DMTS (meaning that during the preceding year other Non-Exempt Users did not in the
aggregate use more than twenty-five percent (25%) of the DMTS’s capacity), Cominco shall,
at a commercially reasonable rate of compensation, operate and maintain the DMTS.

(d) NANA Leasg. Cominco shall observe and comply with the NANA Lease in
accordance with its terms.

2.4 Sharing of Maintenance. Operation and Administrative Expenses ("M &Q"),

@ Costs to be Apportioned. AIDEA is responsible for maintaining, operating and
administering the DMTS in accordance with Section 2.3. The costs for maintenance, operation
and administration activities ("M &0 Expenses"”), if not. otherwise included in the Investment
Base as provided herein, shall be apportioned among the Users of the DMTS. These costs will
Include the following items:

For the Road:

1) Maintenance and repair of roadway,

(2) Maintenance facilities and the periodic repair and
replacement of such facilities,

0271539.09



MEMO

O F F I C E
To: File No. 02SS0-10(J)
From:

Subject:  Tcclc Cominco Mill Rale / ComparisonNWAB
Date: April 4,2003

The latest (2002) FVD by the State Assessor for NWAB is S352.000.000. For 2003
Tcclc Cominco pays S5,850.000 in Payments in Lieu of Taxes (“PILOT") payments, 7S% of
which is schools. There is no other taxpayer in the Borough. The valuation breaks down
approximately as follows:

Red Dog Mine $254,000,000
Port Lodging 10,000,000
Non Teck Cominco 118.000.000

S$382,000.000

The road and port would be 5144,000.000. If (here was aproperly tax the mill rates
would be:

Teck Cominco - Schools Total
Mine and Lodging 17.3 22.2
Mine Lodging, Road and Port 11.2 14.3

Other Property Owners 0 0

Overall Rate for Mine, Lodging 11.9 15.3

and Oilier (5382 million)

Overall Rate for Assessor FVD S.7 111

including Road and Port

(5520 million)

ProvjicUc]J W; lke?n



Comparable mill rates for schools:

Municipality of Anchorage 7.S
Fairbanks North Star Borough 8.0
Juneau Borough 6.0
Ketchikan Borough 6.2

Additional S1,200,000 taxes to replace lost funds at:

Additional Total

Mil Rate Mil Rate
8526,000,000 2.3 or 13.4
S40S,000,000 2.9 or 17.2
S$264,000,000 4.5 or 26.7

Page 2



JPEG image 1153x703 pixels

TLWAWew

Throuicdrcl  loA Gaxy

lof2 \ ri 4/14/2003 5:20 PM



March 27, 2003

The Honorable Gary Wilken, Co- Chair
The Honorable Lyda Green, Co-Chair
Senate Finance Committee

Alaska State Legislature

State Capitol

Juneau, Alaska 99801-1182

Re: CS HB 112(FIN) "An Act relating to the authority of the Alaska Industrial
Development and Export Authority to issue bonds and to a municipal tax
exemption for certain assets and projects of the Alaska Industrial Development
and Export Authority; and providing for  effective date.”

Dear Senator Wilken and Senator Green:

House Bill 112 was introduced by the Governor through the House Rules committee. This
legislation will extend AIDEA's general bonding authority to July 1, 2007. Without the extension
AIDEA would need legislative authorization to issue bonds for development projects under
$10,000,000. AIDEA would also be restricted from issuing any bonds to finance the purchase of
loan participations without legislative authorization.

The House Finance Committee amended HB 112 by including a permanent extension of the
Delong Mountain Transportation System tax exemption. CS HB 112 (FIN) passed the House
unanimously on March 10, 2003.

We respectfully request you to schedule CS HB 112(FIN) for hearing in your committee, and we
urge favorable action on this bill. We will be happy to meet with you and other members of the
committee to provide any other information you may require. Thank you for considering our
request.

H\2G03 Legislation and Budget FYOA\AIDEA BILLVRoquost 1or hoarmg - sfm doc
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Red Dog Mine Full Value Issue History

Brief'Overview
In 1998, the Office of the State Assessor discovered that some assets used by Cominco,

Inc. located at the Red Dog Mine in Northwest Arctic Borough (NWARB) had not been
included in the full value determination (FVD). The assets, which are owned by AIDEA
and used by Cominco, excluded from the FVD included the road that Red Dog Mine uses
to transport the ore to the port Facilities, the port facilities themselves, and two very large
ore concentrate storage buildings located at the port. At that time, a new full value was
being completed and the value of these assets was included in the final determination, the
value of which was approximately SI 55 million.

The NWAB and the legislature questioned the FVD inclusion of property that is owned
by a state agency. It was explained to them that the property may be owned by AIDEA,
but was built for the express purpose of Cominco at it’s Red Dog Mine operation.
AIDEA is expressly exempt from property taxation under AS 44.58.140 which states that
property of AIDEA is declared to be property of a political subdivision of the state, and
therefore, is exempt from property tax. However, the statute goes on to say that:
"Nothing in this section effects or limits an exemptionfrom licensefees, property taxes,
or excise income, or any other taxes, provided under any other law, nor does it create a
tax exemption with respect to the interest ofany business enterprise or other person,
other than the authority, in any property, assets, income, receipts, project, development
project, or lease whether or notfinanced under this chapter.” (emphasis added)

Clearly, any possessory interest Cominco may have in the property is taxable, yet, for
some unknown reason, this value had been excluded from the full value in the past. This
possessory interest concept is used to value most leasehold interest in the state and has
been the subject of several Alaska Supreme Court cases, all of which have upheld the
assessor and the possessory interest value. This is the same type issue we are facing in
the Red Dog Mine valuation. The placement of the possessory interest value of AIDEA
property on to the Red Dog Mine is no different than any other assessor in the slate
placing values on railroad and airport leases or mining interests, such as the Greens Jreek
Mine in Juneau or the Fort ICnox Gold Mine in Fairbanks.

The Northwest Arctic Borough appealed the FVD and also went to the legislator in order
to attempt to slop the increase in FVD. The legislature ultimately introduced and passed
SB 248 which, among other things, exempted the Road, the port facilities and the storage
buildings from the full value determination. The NWAB argued that the value increase
due to the inclusion of these assets would cost the borough approximately $1.1 million
more for school funding. The legislature passed SB 248 which required these assets to be
exempt for five years. According to a call received from Senator Halford at the time, |
was told that various members of the legislature thought 1was correct in including these
assets in the FVD, but they had made a political decision to give a five year window of
opportunity for the borough to come up with an alternative to raise the required revenue
for the increase in educational funding. The current bill, HB 112, would remove the
sunset clause in that bill and make the exemption permanent.



Taxability Rationale

Article IX, Section 5 of the Alaska Constitution reads, “Private leaseholds, contracts or
interests in land orproperty owned or held by the United States, the State, or its political
subdivisions, shall be taxable to the extent o fthe interests.” The Alaska Statutes, prior to
2000, read that all interests in otherwise exempt land was taxable to the extent of those
interests. Consequently, all cities and boroughs that levy a tax, do so on all private
interests in state, federal, city, or any other exempt property.

When the legislature passed SB 248, there is included an “intent clause” which reads, in
part “Sections 1 and 2 ofthis Act are not intended to express the legislature's intent with
respect to the issues under appeal in Fairbanks North Star Borough Assessor's Office v.
04 Golden Heart Utilities, Inc., Case No. S-09120; 4 FA-95S1S4S Civil.” This language
was necessary due to a pending court case dealing with the same basic issue and the
legislature did not want to intervene in the case. This case dealt with a non-exclusive use
lease agreement, which a private party had with the City of Fairbanks for use of portion
of the city ulilidor. This case was appealed to the Supreme Court and has now been
concluded, with the Borough being the prevailing party. The Alaska Supreme Court
stated, in part that “...the assessor argues that the assessment reflects the value that
Golden Heart derivesfrom its ability to use the ulilidor in its operations - its possessory
interest. Ever if Golden Heart cannot sell its lease contractfor any significant sum, the
assessor seeks to tax the benefit Golden Heart receivesfrom its right to use the

utilidor It was appropriatefor the assessor to assess Golden Hearts possessoiy
interest.... We agree with the assessor and conclude that the value to be taxed is the value
ofthe right to use the property over aperiod ofthe lease.” (emphasis added)

All assessors in Alaska utilize basically, the same methodology for assessing “possessory
interests”. Possessory Interest is defined as a private right to the possession or use of
public or otherwise exempt property for a specified time period. This right of possession
represents, normally, a large portion of the bundle of rights inherent to that property and,
therefore, constitutes a value imputable to that private interest, (Assessors Short Course
on Possessory Valuations in Alaska, DCRA, AAAO, LGAD, 1980)

There is no question in Alaska that property that may be otherwise exempt from taxation
yet used by a non-exempt entity is taxable. This issue has been litigated many times over
the years and the Alaskan Supreme Court has consistently found that these interests
constitute a taxable interest. There are hundreds of millions of dollars of property value
statewide that is added to local municipal assessment rolls and help pay for local
government services. These properties range from airport leases to railroad leases and
federal use permits to native allotment leases. In all cases it is the use and possession of
the property that is being taxed. To allow some property to escape that liability would
arguably, constitute an inequitable taxing scheme, by allowing some property users to
compete with an unfair economic advantage.



Alaska Energy Authority

PROJECT FACT SHEET: DelLottg Mountain Regional Transportation System (DMTS)
Road and Port serving mining district that includes the Red Dog Mine

CURRENT STATUS: In the summer of 2001, Teck Cominco conducted field sampling 1o gain a better understanding of
elevated leels of metals detected along the DMT S road by the National Park Service in2000. Samples oollected include
road surface soil, road soil cores, fine-grained neterial on tte road shoulder, dstfall oollected along tte roed, and
vegetation (moss, liden, will and berries). Results releesed 2/01/02 indicated thet the elevated metals concentrations
occur primarily on the surface and near tte edges of tte road and show a fairly cosisterit pattern of elevated
oconcertrations near each end of the DMTS roed, and loner concentrations through the middle section.  The most likely
source appears to be the tracking of metals in the form of powdered concentrates by haul truds.  Efforts to eliminate the
sources of metals and removal of the road surfaces at the port site with metals values above DEC cleanup leels are
ongoing. In duly, a test section about five miles in legth starting at the port site has been hard surfaced.  Additional
cleanup effortsmay be schedulled after completion of the ongoing 'risk assesament."*

PROJECT COST: DMTS investment base now approaches 7267 million.

SOURCE OF FUNDS: In 1937, S103 million intax-exempt bonds were sold by A1DEA 1o fitrd the original construction of the
project. A stale gppropriiation provided the remaining fuding. The expansion was susstantially funded from the proceeds of
tax-exenpt bonds sold by AIDEA in 1997.

PURPOSE: To provide employment opportunities innortimest Alaska through development of a trangportation system 1o serve
tre world class leed/zinc mining district and the Red Dog Mine, 90 miles north of Kotzebue.

PARTICIPANTS: AIDEA owns the DMTS; Teck Cominco Alaska Incorporated, has a non-exclusive priority right to use the
system until 2040 1o ship ore concentrates over the roed, store concentrates in the storage buildings, and Inmslod concentrates
oo ore ships. Teck Cominco pays a ol for use of the fadliies and s dbligated 1o operate and maintain the system at a
comercial ly reasonable rate of compensation. The mine owner ENANA Regional Corporation.

BACKGROUND: The Red Dog Mine in the DeLong Mountains brought opportunity for economic grovth to the cash poor
region.  In 1995, Cominco Alaska proposed a production rate increese 1o reduce the aost per pound of concentrate produced and
lo improve profitability. The mill throughput hes increased by 35% (o 3.5 million tosAer), which results in a corresponding
increese N leed and zinc concentrates (o 1.4 milllion zasAear).  Increased mine output required aedditions and improvements
o the ore concentrate storage and handling fadlities owned by A1DEA at the port.  Resources have bemt idntified to maintain
a 50~year mine lifg, even at the higher production autput.  In 2002, approximately 1,500,000 short wet tons of leed and zinc
oconocantrates werre exported through the port.

Construction to expand the port fedliies began in September 1996. On March 27, 1997, AIDEA sold S150 million u
bonds, inpart to finance e DMTS expansion. The insured bond sale was the largest bond sale in AIDEA s 30-year history,
and the fast tine the Authority received a AAA ratirgon s gereral doligation bonds. The DMTS  port expansion project B
now complete.

ECONOMIC/SOCIAL EFFECTS: ECONOMIC/SOCIAL EFFECTS: The Red Dog Mine and DMTS aurently provide 522
permanent, full-time jabs, and 59 temporary jdss, ofwhich 292 are now staffed by NANA dhardolders. These 580 full-time
and temporary employees represent 32% of total non-governmental jobs in the NANA region. Teck Cominco s aurrently the
only taxpayer inthe N\V Arctic Borough, providing approximately $4 million annual ly o the Borough s S7 milllion budget.

Reviewed: March 19, 2003

S13 West Northern Lights Boulevard « Ancuotagc. Alaska 99503
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SCOPE OF ORIGINAL PROJECT: The original DMTS consists of a 52-mile, 30 foot wide, all weather industrial haul road, a
shallow water dock, offshore conveyor concentrate loading facility, concentrate storage facility, fuel distribution and storage
systems, and other port facilities. The DMTS road, designed to accommodate multiple users, leads from the mine that includes
the Red Dog Mine to a port site located 0ll the Chukchi Sea, about 12 miles from Kivalina. Initial construction was completed
in 1990.

DMTS port expansion to handle increased concentrates production at the Red Dog Mine was completed in 2000.

I1/all/lkenncy/facishects/dmts
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State of Alaska

O ffice of the governor

Juneau

February 18, 2003

The Honorable Pete Kott
Speaker of the House

Alaska State Legislature
State Capitol, Room 208
Juneau, AK 99801-1182

Dear Speaker Kott:

Under the authority of art. lll, sec. 18, of the Alaska Constitution, I am
transmitting a bill that would extend the sunset on the Alaska Industrial
Development and Export Authority’s (Authority) bonding authorization until
July 1, 2007.

The bill would extend the Authority's bonding authorization for development
projects of $10,000,000 or less. The Authority's general bonding authorization
will expire June 30, 2003, unless extended. Allowing that authorization to expire
would severely restrict the Authority's ability to assist in key development projects.

In a time of dwindling state resources, this bill would further the Authority’s
mission to forge public-private partnerships that can strengthen the state's
economic base.

| urge your prompt and favorable action on this measure.
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Adrlrrss: 0Q, g\ < 0™( Zip- ~ MNJsM\

Do you wish lo testify? .Yes No\V -—Respond To Questions

NAME: ft- Subject/Bill No: 4 -&-11
Co./Dept./Titlc: _____ Phone: ?£AIL 3 E*~.__
address:-tLS  [A  ~aTjfk*~ (jA , 4 \N Zip:

Do you wish to testify? K Yes -.No Respond To Questions
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NAME: — A
Co./Dept./Title:
Addr=ss: E£fZ-I"L

Do you wish to testify?

NAME:

, Ofr~A"

Yes No

/U - Tip.

N Respond To Questions

Co./Dept./Title:

Subject/Bill

Address:

Do you wish to testify?

NAME:

Yes No

Respond To Questions

Co./Dept./Title:

Address:

Do you wish to testify?

Yes No

Respond To Questions

NAME:

Co./Dept./Title:

Address:

Do you wish to testify?

NAME:

Yes No

Respond To Questions

Co./Dept./Titlc:

Address:

Do you wish to testify?

SP'C-03
HB 112

Yes No

Zip:

Phone:------

Subject/Bill No: - 1" S

No:

Subject/Bill No:

Subject/Bill No:

Subject/Bill No:

Respond To Questions

04/15/03
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SENATE FINANCE COMMITTEE

SIGN-IN

HB 112-AIDEA : BONDS & MUNICIPAL TAX EXEMPTION

NAME:-—---—- AU fc

-

* -
Subject/Bill No: H=*2

Co./Dept./Title:----mmmmmmmeem-

Address:

Zip:

Do you wish lo testify?

NAME:

Yes No

__E”espond To Questions

Subject/Bill No:

Co./Dept./Title:

Address:

Zip:

Do you wish to testify?

NAME:

Yes .No

Respond To Questions

Subject/Bill No:

Co./Dept./Title:

Address:

Do you wish to testify?

NAME:

Yes No

Respond To Questions

Subject/Bill No:

Co./Dcpt./Titlc:

Address:

Do you wish to testify?

SFC 03
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Yes No

Respond To Questions
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Alaska State Legislature

During Session.
) State Capitol
Co-Chaiir June(agaud AK6993021-1182
_ - 71465-3424
House Firence Cormirttee Fax (907)465-3793
Subcommittee Chair
i ) In Kcichiktin:
Enviirommental Conservation 50KFr0?1t' kStreepE,KSg 6t9e0%03
etchikan,
Courts (9v73 247-4672
Fax ,907) 225-8546

Representative William K. Williams

March 14, 2003

MEMO

TO: Co-C-hair Rep. Harris & Members, House Finance Committee
FROM: Co-Chair Rep. Williams

RE: Waiving CS HB 118 from Committee

| support the waiver request from the sponsor for CS for HB 118. A copy ol the bill and
any fiscal notes are attached. Please indicate your support.

Representative Mr 0s

Representative Joule— Representative Whitaker

Vice-Chair Meyer

Coffman Cove ~ «  Hollis +  Ketchikan  + ~ MeyersChuck ~+  Saxtnan «  Thorne 13wy
Keproentative.nilLWilliamsfilecis.staie.ilk.us



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2003 LEGISLATIVE SESSION Bill Version: CSHB 118(FSH)
(H) Publish Date: y3/03

Revision Date/Time (Note if correction): Dept. Affected Fish and Game
Titde Relating to the transportation and "BRU Commercial Fisheries

sale of commercial ly caught fish Component Headquarters -Fisheries Managemen
Sponsor Represenatative Seaton
Requester House Fisreries Component No. 2171
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted bellow.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Cortractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscel laneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE INREVENUES ( ) 1 1

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Vental Health

Other /Sxecify Tvpe-Do not ddoreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2003) cc t 0.0
Mark this box () iFfunding for this hill is included inthe Governors FY 2004 budget proposal :
POSITIONS
Full-tire
Part-time
Temporary

ANALYSIS: (Attach a separato page it necessaiy)

Prepared by:  Robert D. Mecum, Director Phone 465-4210
Division Commercial Fisheries Division Date/Time 2/26/03 5:52 PM
Approved by:  Kevin C. Duffy. Acting Commissioner Date 2/26/2003
A_gency Department of Fish and Game

(Rov.sml 0/2002 OMB) Page 1of 1



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2003 LEGISLATIVE SESSION Bill Version: CSHB 118 (FSH)
(} Publish Date:
Revision Date/Time: Dept. Affecte d] Lav—)
Titde “'An Act relatirg 1o the trangportation and salle BRU Criminal DivtSth
of certain comercially caught fishby an agent ofa . . Component Criminal Appeals/Special Litigatian
Sponsor Representative Seaton by Request
Requester House Resources Committee _ Component No. 2203
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Trael
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscel laneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE INREVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GFMental Health

Other (Qucify Type—Do rot reviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2003) cost: 0.0
Check this box (X) iffunding for this hill s included in the Governor™s FY 2004 budget proposal:
POSITIONS
Full-tire
Part-time
Temporary

ANALYSIS: (Attach aseparate page if necessary)

This kil establishes a fish transporter permit system that authoriizes a permittee to trangportand sl comercial ly
taken fish as the agent of the commercial fisherman who caught the fidy Permits would be issued by the Department
of Fish and Game. Purchasing fish from a person who does not hold the permits seecified NAS 16.05.680 or a fish
trangporter permit san unlawful act. Under AS 16.05.723, unlawful acts can be misdemeanors.

The Department of Law does not anticipate many new cases will result from passage of this hill, and does not expect a

figal inpect.

Prepared by: Joan M, Kasson Phone (907)465-5370
Divisian Attomey Gereral *s Office Date/Time 3/7/035:18 PM
Approved by:  Joan M, Kasson farGregg D. Renkes, Attormey General Date 3/7/2003
Agency Depai menl of Law

(Rovisu"] 9/2002 OMB) Page 1lof 1



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2003 LEGISLATIVE SESSION Bill Version: CSHB 118(FS\D
(H) Publish Date: 3/
Revision Dale/Time (Nole ifoorrectian): Dept. Affected: Law  ®L (
Tide ""An Act relatirg 10 the trangportation and sale "BRU Criminal Division
of certain commercial ly caught fishby an agent ofa . Component Criminal Appeals/Special Litigatian
Sponsor Representative Seaton by Request
Requester House Figheries Committee Co”™ronent No. 2203
Expenditures/Revenues vThousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted belc /
OPERATING EXPENDITURES FY 2004 FY2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
CGrants & Clains
Miscel laneous
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE INREVENUES ( ) T

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/MVental Health

Other (Qucify Type—Do rot ddreviate)
TOTAL
Estimate of any current year (FY2003) cost: 0.0
Check this box (X) iffunding for this hill is included in the Governor®™s FY 2004 budget proposal :
POSITIONS
Full-tire
Part-tine
Temporary

ANALYSIS: (Attach a separate page if necessary)

This il estzblishes a fish trangporter pemit system that authorizes a pemittee lo trangport and sell comercial ly
taken fish as the agent of the commercial fisherman who caught the fis1 Permits would be issued by the Department
of Fish and Game. Purchasing fish from a personwho does not hold the permits soecified NAS 16.05.680 or a fish
trangporter permit san unlawful act. Under AS 16.05.723, unlawful acts can be misdemeanors.

Whether passage of this lagislatiowilll have a fisal impact on the Criminal Division depends on the number of new
prosecutions that result. Without additiocral experience, however, we have no way of estimating how many new cases
there will be, and must state an indeterminate fisal Inpect.

Prepared by:  Joan M. Kasson Phone (907) 465-5370
Divisian Attormey Gereral "s Office Date/Time 2/26/034:36 PM
Approved by:  Kathryn Daughhetee faGregg D. Renkes, Attormey General Date 2/26/2003
Agency Department of Law

(Rovisod 9/2002 OMB) Page 1of 1



FISCAL NOTE

STATE OF ALASKA

Fiscal Note Number :
Bl Version: HB 118

2003 LEGISLATIVE SESSION
Q Publish Date:

Revision Date/Time (Note ifoorrection): Dept. Affectech Public Safety
Tide ""An Act relatirg 1o e transportation a BRU Fish and Wildlife Protection
sale of commercially caught fish . . Component Enforcement

Sponsor Representative Seaton

House Resources

Component No. 490

Requester

Expenditures/Revenues

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

OPERATING EXPENDITURES FY 2004
Personal Services
Travel
Contractual
Supples
Equipment
Land & Structures
Grants & Claims
Miscel laneous
TOTAL OPERATING 0.0

ICAPITAL EXPENDITURES

CHANGE INREVENUES ( y T
FUND SOURCE

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type—Do rot ddoreviate)
TOTAL 0.0

Estimate of any current year (FY2003) cost:

0.0 0.0 0.0 0.0 0.0
(Thousands of Dollars)
0.0 0.0 0.0 0.0 0.0

Mark this box (X) iffunding for this hill is included in the Governor®s FY 2004 budget proposal :

POSI1TTTIHI ONS

Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate pecjeif necessary)

No fiscal impact.

Prepared by:  Captain Huward_Starbard

Phone 269-5589

Division Fish and Wildlife Protection
Approved by: Commissioner William Tandeske

Date/Time 3/10/03 8:24 AM
Date 3/10/2003

Agency Department of Rublic Safety

(Revisud 0/2002 OMB)
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01/29/03  22:57 FAl 9075661061 ANDERSON
TCNY KNOWLES, GOVERNOR
mWESTEIGHTH AVENUE SUITE JOO
DEPARTMENT OF COMMUNITY AND ANCHORAGE AIASKA BOSOIUSO

ECONOMIC DEVELOPMENT pHONE' (sOhxrs-£3Z

FAX:  (907) 275-01SO

REGULATORY COMMISSION OFALASKA TTYt  (007) 270-4X33

April 8, 2002

The Honorable Senator Gene Therriault

Alaska State Senate

State Capitol (MS 3100)

Juneau. Alaska 99801-1182

Faxed to 907-465-3884 (attention Wiida Rodman)

Re:'SB-280jJ& 11" A

Dear Senator Therriault;

You asked whether the owners of a utility that received grant funding under this
proposed legislation would receive a profit based on those grant funds if the
utility was ever sold. The brief answer is no, for the two reasons explained
below.

First, any grant funds received by a utility are considered contributed capita! and,
with limited exception, a regulated utility is not permitted to recover contributed
capital from its customers. The utility is also, with the same limited exceptions,
not permitted to count the contributed capital as a portion of its investment In
establishing the amount of return on Its investment it may recover from its
customers. AS 42.05.471(b). Utilities must account for contributed capital in a
manner in which it Is dearly Identified or excluded from the utility's rate base
under the uniform system of accounts prescribed by regulations. Utilities with
annua' revenues in excess of $100,000 are also required to maintain continuing
property records that reflect this treatment. AS 42.05.461.

Second, muriret value for a utility, similar to unregulated enterprises. Is generally
established using the not present value of expected.future cash flows the
purchasing entity will receive. The cost of purchasing a utility In excess of the net
book value of the selling utility's assets (an acquisition adjustment) usually
constrains market value. The new cvner of a utility should know tha' they will not
automatically be allowed to recover the acquisition adjustment from its customers
through rates and will setthe price accordingly.



