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T O :

F R O M

A N C H O R A G E  M U N I C I P A L  A S S E M B L Y  

R I C H A R D  E. H A N G E R ,  P R E S I D E N T  

A U T O M A T E D  C O M M U N I C A T I O N S ,  I N C

A u t o m a t e d  C o m m u n i c a t i o n s ;  I n c

3138 C o m m e r c i a l  D r iv e  
A n c h o r a g e .  A l a s k a  99501 

(9 0 V ) 278*2548

S U B J U T I L I T Y  R E G U L A T I O N

A s  I i n d i c a t e d  a t  y o u r  m e e t i n g  o f  M a r c h  8, 1 9 7 7 ,  o u r  e x p e r t i s e  is 

o n l y  i n  t h e  a r e a  o f  A T U .

T h e  p u r p o s e  o f  t h i s  l e t t e r  i s  t o  o b j e c t i v e l y  g i v e  e a c h  o f  y o u  w h a t  

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

t h e  U t i l i t i e s .

1. M o r e  c i t i z e n s  a t t e n d  a n d  p a r t i c i p a t e  i n  A s s e m b l y  m e e t i n g s  t h a n  

a t t e n d  P U C  h e a r i n g s .  A C T  h a s  b e e n  t h e  o n l y  p a r t i c i p a n t s  a n d  
f o r m a l  p a r t i e s  a t  t h e  A T U  h e a r i n g s  t h r o u g h o u t  t h e  p a s t  1 5  m o n t h s ,  

a t  t h e  P U C .

2. A s s e m b l y m e n  a r e  e l e c t e d  o f f i c i a l s  a n d  a r e  d i r e c t l y  a c c o u n t a b l e  

t o  t h e  p e o p l e .

3. T h e  A s s e m b l y  m a y  h a v e  f e w e r  l e g a l  r e s t r i c t i o n s  a f f e c t i n g  t h e i r  

j u d g e m e n t  a n d  d e c i s i o n s .

1. T a r i f f s  a r e  c o m p l e x  a n d  d i f f i c u l t  t o  u n d e r s t a n d .  I n  o r d e r  f o r  

t h e  A s s e m b l y  t o  e f f e c t i v e l y  " j u d g e " ,  i t  w i l l  n e c e s s i t a t e  m a n y  

h o u r s  o f  " h o m e w o r k " .

2. B e i n g  e l e c t e d  c o u l d  m a k e  i t  d i f f i c u l t  t o  m a k e  g o o d  b u s i n e s s  

d e c i s i o n s  i f  d e c i s i o n s  w o u ] d  b e  u n p o p u l a r  p o l i t i c a l l y .

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

in t a r i f f s ,  l e g a l ,  a n d  a c c o u n t i n g .  N o  c i t i z e n ' s  c o m m i t t e e  

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

4. T h e  M u n i c i p a l i t y  w o u l d  b e  s u b j e c t  t o  f a r  m o ? e  l e g a l  s u i t s ,  —  

c l a s s  a c t i o n ,  i n d i v i d u a l ,  a n d  s p e c i a l  i n t e r e s t  g r o u p s .

A s s e m b l y  R e g u l a t i o n  o f  t h e  U t i l i t i e s

P r o

C o n

5. M u s t  c o n t e n d  w i t h  t h e  m o r a l i t y  o f  t h e  " B o a r d  o f  D i r e c t o r s "  

r e g u l a t i n g  t h e i r  o w n  c o m p a n y ,  w h i c h  i s  a l e g a l  m o n o p o l y .
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6. A T U  is t i e d  t o  a  s t a t e - w i d e  n e t w o r k ,  a s  w e l l  a s  t o  t h e  " s o u t h  

4 8 " .  T h i s  a u t o m a t i c a l l y  i n v o l v e s  - r e g u l a t i o n s  o f  t h e  F C C  a n d  

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

h a v e  t o  i n t e r - r e l a t e  w i t h  t h o s e  a g e n c i e s .

P U C  R e g u l a t i o n  o f t h e  F a c i l i t y

P r o

1. A p p o i n t e d  o f f i c i a l s  a r e  n o r m a l l y  l e s s  l i k e l y  t o  b e  i n f l u e n c e d  

p o l i t i c a l l y  o r  b y  s p e c i a l  i n t e r e s t  g r o u p s .

2. S p e c i a l i z e s  in u t i l i t y  t a r i f f s .

3. R e q u i r e d  b y  l a w  t o :

a. P r o t e c t  t h e  f i n a n c i a l  v i a b i l i t y  o f  t h e  U t i l i t y .

b. A s s u r e  t h e m  a  l a i r  r a t e  o f  r e t u r n .

e. A n d  d e t e r m i n e  that l u r i l l s  a r e  l a i r ,  j u s t ,  n o n - < l i s c r i -

m l n a t o r y ,  n o n - p i  e I oieii I lal, a n d  c o m p e n s a t o r y .

4. A1 “e a d y  h a v e  a  s t a f f ,  o n  I lie P u b l i c  p a y r o l l ,  w h o  s p e c i a l i z e  

i n  J t i l i t y  m a t t e r s .

5. H a v e  a c c e s s  a n d  e x p e r i e n c e  w i t h  t h e  o t h e r  U t i l i t i e s  t h r o u g h ­

o u t  A l a s k a ,  N a t i o n a l  T r a d e  A s s o c i a t i o n s  ( N A R U C )  e t c . ,  t o  

c o m p a r e  r e q u e s t s  a n d  I i l i n g s .

(lull

i. A r e  r e q u i r e d  b y  l a w  t o  a d h e r e  t o  " D u e  P r o c e s s "  w h i c h  n e c e s s i ­

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

Mi s e e 1 l a n e o u s  " G r e y  A r e a s "

1. A T U  s p e n t  o v e r  $ 4 0 0 , 0 0 0  o n  r a t e  c a s e s  in t h e  p a s t  15 m o n t h s .

S o m e  o f  t h a t  w a s  a t t r i b u t a b l e  t o  d e f i c i e n t  t i l i n g s  a n d  q u e s t i o n ­

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

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

s a v i n g s .  Q u e s t i o n  - -  W o u l d  t h e  A s s e m b l y  b e  m o r e  d e c i s i v e  t h a n

t h e  P U C ,  t h e r e b y  s h o r t e n i n g  t h e  p r o c e s s ?

2. W i t h  A s s e m b l y  c o n t r o l  —  T h e y  a n d  t h e  M a y o r  w o u l d  h a v e  d i r e c t  

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

w a s  u s e d .  Is t h i s  g o o d  o r  b a d ?

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

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

s t a f f ,  o r  w o u l d  t h e  P U C  r e d u c e  t h e i r  s t a f f  i n  p r o p o r t i o n  t o  

t h a t  a d d e d  t o  t h e  A s s e m b l y ?

4. T h e  m a j o r  m o t i v a t i o n s  f o r  t h e  p e n d i n g  R e s o l u t i o n  a n d  c h a n g e s  

t o  A S  7 7 - 5 9  U t i l i t i e s  s e e m  t o  b e :

a. t h e  e x c e s s i v e  c o s t s  o f  r e c e n t  r a t e  c a s e s .

b. t h e  o v e r - r u l i n g  b y  t h e  P U C  o f  t h e  M u n i c i p a l  O r d i n a n c e

w h i c h  w o u l d  h a v e  r e t u r n e d  1 0 0 %  o f  t h e  p r o f i t s  t o  t h e  

o r i g i n a l  C i t y  S e r v i c e  A r e a .
c. t h e  d i s m i s s a l  o f  a r a t e  s t r u c t u r e  t h a t  w o u l d  h a v e  i n ­

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

e x p e n s e s  a n d  c o s t s  t o  b e  a b s o r b e d  b y  f u t u r e  r a t e  p a y e r s .

d. t h e  r e f u n d  o f  1 . 2  m i l l i o n  t h a t  is p e n d i n g  p e r  P U C  a n d

C o u r t  O r d e r ,  a n d  w h i c h  i s  b e i n g  c o n t e s t e d  b y  A T U .

A r e  t h e s e  v a l i d  m o t i v a t i o n s ,  a n d  w o u l d  t h e y  h a v e  a r i s e n  i f  

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

5. C h a i r m a n  R o s e  a n d  A s s e m b l y p e r s o n  S t u r g u l e w s k i  h a v e  s u g g e s t e d  

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

j u d g e  f i l i n g s  b e f o r e  t h e y  g o  t o  t h e  P U C .  T h i s  w o u l d  s e e m  t o  

b e  a " s a f e "  w a y  to a r r i v e  a t  s o m e  o f  t h e  a n s w e r s  t o  t h e  a b o v e  

q u e s t i o n s .

A C I , a s  t h e  o n l y  f o r m a l  p a r t i c i p a n t  f r o m  t h e  p r i v a t e  s e c t o r  i n  t h e  

p a s t  1 5  m o n t h s  o f  h e a r i n g s ,  f e e l s  q u a l i f i e d  a n d  w i l l i n g  t o  a n s w e r  a n y  

q u e s t i o n s  o f  e i t h e r  s i d e .

A C I , b e i n g  in t h e  t e l e p h o n e  b u s i n e s s  a n d  r e g u l a t e d  b y  t h e  f r e e  e n t e r ­

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

s h o u l d  a b s t a i n  f r o m  t a k i n g  s i d e s .  O n  b e h a l f  o f  o u r  2 0 0  b u s i n e s s  

s u b s c r i b e r s , wo  w o u l d  r i e o r j  t o  p u l l  I. h e m  p r i o r  t o  s p a n k i n g  f o r  t h e m .

S i n c e r e l y ,

A U T O M A T E D  C O M M U N I C A T I O N S ,  I N C .

R i c h a r d  E. H a n g e r  

P r e s i d e n t

c c  : M a y o r  G e o r g e  S u l l i v a n

A 1  P i s t o r i u s ,  M a n a g e r  
A n c h o r a g e  T e l e p h o n e  U t i l i t y
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March 18, 1977

Mr. Dave Rcse, Chairman
Anchorage Municipal Assembly 
4326 East 5th Avenue 
Anchorage, Alaska 99504

Dear Mr. Rose: ' •

At  the regular meeting of the Water Utility Advisory Commission 
on Monday, March 14, the Water Utility Advisory Commission went 
on record opposing any move to remove the Water Utility and 
other non-competitive utilities from the jurisdiction of the 
Alaska Public Utilities Commission until such time as a firm 
plan for properly handling the utilities' financial and reg­
ulatory matters has been formulated and approved.

Sincerely

Norman Kaelber 
Chairman
Water Utility Advisory Commission

/sr

cc: Anchorage Municipal Assembly Members 
Mayor George Sullivan

impose those chock



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

t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  f r o m  r e g u l a t i o n  b y  t h e  Alaska 

P u b l i c  U t i l i t i e s  C o m m i s s i o n  v/ith r e s p e c t  t o  a l l  m a t t e r s  o t h e r  

t h a n  s e r v i c e  a r e a  c e r t i f i c a t i o n .

P a s s e d  a n d  a p p r o v e d  b y  t h e  A n c h o r a g e  A s s e m b l y ,  t h i s  _____  d a y

o f  ______________, 1 9 7 7 .

C h a i r m a n

A T T E S T :

M u n i c i p a l  C l e r k



R e q u e s t e d  b y :  C h a i r m a n  o f  t h e  A s s e m b l y

a t  t h e  r e q u e s t  o f  t h e  M a y o r  
P r e p a r e d  by: D e p a r t m e n t  o f  Lav;^ a

F o r  R e a d i n g :  February 22, 19VV

A N C H O R A G E ,  A L A S K A
A R  NO. 7 7 - 7  •

• * .  i

A  R E S O L U T I O N  R E L A T I N G  T O  E X E M P T I O N  O F  A N C H O R A G E  M U N I C I P A L  U T I L I T I E S  
F R O M  S T A T E  R E G U L A T I O N .  . . '

W H E R E A S ,  e l e c t r i c ,  t e l e p h o n e ,  w a t e r  a n d  s e w e r  u t i l i t i e s

o w n e d  b y  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  a r e  n o w  s u b j e c t  t o  r e g u l a t i o n

o f  a l l  p h a s e s  o f  t h e i r  a c t i v i t i e s  b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s

C o m m i s s i o n ;  a n d  ' ' ‘ . •

W H E R A S ,  n o  o t h e r  m u n i c i p a l l y - o w n e d  u t i l i t i e s  i n  t h e  S t a t e  o f

A l a s k a  a r e  s u b j e c t  t o  s u c h  r e g u l a t i o n ;  a n d

W H E R E A S ,  o n l y  t h e  e l e c t r i c  u t i l i t y  i s  e n g a g e d  i n  c o m p e t i t i o n

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

b y  f i n a l  c e r t i f i c a t i o n  o f  s e r v i c e  a r e a s ;  a n d

l ,

W H E R E A S ,  p o l i c y  r e a s o n s  w h i c h  m a y  h a v e  e x i s t e d  f o r  r e g u l a t i o n  

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

u n i f i c a t i o n  o f  t h e  f o r m e r  C i t y  a n d  B o r o u g h ;  a n d

W H E R E A S ,  c o m p l i a n c e  w i t h  e x p e n s i v e ,  c o m p l e x ,  a n d  o f t e n  

i n c o n s i s t e n t  a n d  u n n e c e s s a r y  r e q u i r e m e n t s  o f  t h e  A l a s k a  P u b l i c  

U t i l i t i e s  C o m m i s s i o n  i m p o s e s  a s u b s t a n t i a l  a n d  u n w a r r a n t e d  b u r d e n  

o n  t h e  A n c h o r a g e  m u n i c i p a l  ratepayer; and

W H E R E A S ,  t h e  A n c h o r a g e  A s s e m b l y ,  a s  e l e c t e d  r e p r e s e n t a t i v e  

o f  a l l  c i t i z e n s  i n  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e ,  i n c l u d i n g  a l l ’ 

m u n i c i p a l  u t i l i t y  r a t e p a y e r s ,  i s  f u l l y  c o m p e t e n t  t o  p r o v i d e  f o r  

r e g u l a t i o n  o f  i t s  u t i l i t i e s  A n  t h e  s a m e  m a n n e r  a s  o t h e r  m u n i c i p a l i t i e s ;  

N O W ,  T H E R E F O R E ,  b e  i t  r e s o l v e d  t h a t  t h e  A s s e m b l y  o f  A n c h o r a g e



B . R e s o l u t i o n  No. A R  7 7 -7, a r e s o l u t ion r e l a t i n g  to E x e m p t ion

£f_ A n c h o  r ajg c M u n i c i p a l  Utiliti-es fro m  Scat o Rcgulat Lon.

Mr. B e s s e r  moved, seconded 

by  Mr. B r a n n o n

to adopt A R  77— 7.

M a y o r  S u l l i v a n  s t a t e d  that they h a v e  h ashed it over and there a re 

f e e l i n g s  p ro a nd con. lie said there w a s  an a r t i c l e  in the A l a s k a  

I n d u s t r y  m a g a z i n e  m e n t i o n i n g  h o w  few p eople turnout at p u b l i c  

h e a r i n g s .  W e  c o n t i n u a l l y  talk about ho m e  rule, h e  said, a n d  h e  

t h i n k s  this is o n e  of the things that r e l a t e s  to h o m e  rule. M o s t  

h o m e  r u l e  c i t i e s  arc not r egulated in ot h e r  states, h e  n o t e d ,  a n d  

the f i n a n c e  p e o p l e  indi c a t e  this, and h e  thinks ‘this m ay c a u s e  

h i g h e r  r a t e s  for Anchorage. H e  said that he w o u l d  like to s i t  d o w n  

w i t h  the A s s e m b l y  a nd to w o r k  this out, if this is passed. H e  said 

there m i g h t  b e  a n  e f f e c t i v e  date of Jul y  1st or S e p t e m b e r  1st.

U T I L I T I E S  

A R  77-7 

E x e m p t i o n  of 

A n c h . M u n . 

U t i l i t i e s  from

S t a t e  Regulatii

C h a i r m a n  R o s e  h a n d e d  the gavel to V i c e - C h a i r m a n  Brannon.

Mr. R o s e  s a i d  that h e  h a s  a letter fr o m  P e t e  A r g e t s i n g e r ,  A s s i s t a n t  

M u n i c i p a l  A t t o r n e y ,  w h i c h  goes into de p t h  as to a scheme a n d  p a t t e r n  

f o r  this. H e  t a l k s  of Title 29 a nd w h a t  h e  h i m s e l f  is p r o p o s i n g  is 

a n  o r d i n a n c e  that s p e l l s  out h o w  they w i l l  st i l l  self- r e g u l a t c .

Mr. R o s e  a s k e d  f o r  a m o r e  o r d erly a p p r o a c h  then w h a t  the M a y o r  h a s  

recomm e n d e d .  H e  w o u l d  H k e  to do two things, h e  said; one, d o  n ot 

v o t e  it down; two, table it w i t h  spec i f i c  r e c o m m e n d a t i o n s  t h a t  the 

A d m i n i s t r a t i o n  b r i n g  b a c k  an o r d i n a n c e  a n d  b r i n g  it b a c k  o n  the 

ta b l e  a f t e r  t he o r d i n a n c e  is introduced.

M a y o r  S u l l i v a n  a s k e d  if they w o u l d  be w i l l i n g  to cons i d e r  it a s  a n  

e m e r g e n c y  o r d i n a n c e ,  a n d  Mr. Ros e  r e p lied he h a d  no p r o b l e m  w i t h  

that.

Mrs. S t u r g u l e w s k i  said that she felt n a t i o n a l l y  there h a v e  b e e n  

d e v e l o p e d  som e  s u s p i c i o n  of m o n o p o l i e s  a n d  that is w hy t h e s e  

r e g u l a t o r y  c o m m i s s i o n s  are necessary. T o  r e q u e s t  d e r e g u l a t i o n  

at this time, s h e  said, is like l e t ting the fox lo o s e  w i t h  the 

ch ickens, w h i l e  F a r m e r  J o h n  is on vacation. She m e n t i o n e d  the 

C h a r t e r  C o m m i s s i o n  and its dif f i c u l t y  in g e t t i n g  i n f o r m a t i o n  

o n  f i n a n c e  f r o m  the utilities, and she fe l t  they had b e t t e r  

take a goo d  l o o k  at this. She felt that there w a s  a gr e a t  d e a l  

of e x p e r t i s e  invo l v e d  a nd until they get the w h o l e  f i n a n c i a l  

p i c t u r e  s t r a i g h t e n e d  out, they should m o v e  v e r y  slowly.

Mrs. S e l k r e g g  s a i d  that she s upported Arliss' s t a t e m e n t  a nd that 

sh e  w o u l d  l i k e  to v o t e  a g a inst it a nd s t u d y  the is s u e  for a l o n g e r  

period. S h e  felt there should be a b e t t e r  i n f o r m e d  p u b l i c  b e f o r e  

m a k i n g  suc h  a decision.

Mr. .falsh m oved, but 

it d i e d  f or lack of 

a second,

to p o s t p o n e  a c t i o n  

for a p e r i o d  of one 

month.

Mr. R o s e  m oved, seconded 

b y  Mr. B e s s e r

to p o s t p o n e  A R  77-7, 

p e n d i n g  a c t i o n  by the 

A d m i n i s t r a t i o n  to d r a w  

an o r d i n a n c e  for i n t r o­

duc t i o n  and hearing, 

w h i c h  w o u l d  b a s i c a l l y  

impose those checks 

and b a l a n c e s  c o ntained 

in T i t l e  29, a p p l y i n g  

to a h o m e  r u l e  charter, 

w i t h  s p e c i f i c  times and 

d a t e s  for hearings.

Mr. R o s e  s a i d  that then on the night of ado p t i o n ,  this r e s o l u t i o n  

co u l d  c o m e  b a c k  b e f o r e  the Assembly.

Mr. Chiei sa i d  lie w o u l d  like to a b s tain fr o m  v o t i n g  b e c a u s e  they 

are. u n d e r  c o n f l i c t  b e c a u s e  of the PUC.



ABSTAIN: C h ie i. ^

Mr. R o s e  m oved, s e c o n d e d  to table A R  77-7.

b y  Mr. B e s s e r

Mrs. S e l k r e g g  r e q u e s t e d  P I O  to p r e p a r e  i n f o r m a t i o n  for the p u b l i c

as to w h a t  the P U C  does as an e d u c a t i o n a l  process.

Mr. R o s e  asked if the A d m i n i s t r a t i o n  w o u l d  assent, t h e y  w o u l d  like 

to try to rough out an o r d i n a n c e  and flesh it out a n d  m a k e  it 

a v a i l a b l e  to the Assembly.

V i c e - C h a i r m a n  B r a n n o n  called for the v o t e  to table, a n d  it p a s sed:

AYES: W alsh, M a r s h ,  Selkregg, B e s s e r ,  Rose, Baer.

NAYS: Brannon, Knowles, Sturgulewski.

A B S T A I N :  Chiei.

C. O r d i n a n c e  No. A O  77-59, a n  o r d i n a n c e  A d o p t i n g  T i t l e  26 of the 

A n c h o r a g e  C o d e  to b e  E n t i t l e d  "Utilities".

1. A s s e m b l y  M e m o r a n d u m  No. A M  142-77, r e g a r d i n g  same..

2. A s s e m b l y  M e m o r a n d u m  No. A M  1 4 2 - 7 7A, r e g a r d i n g  same.

C h a i r m a n  R o s e  a g a i n  h a d  the g a v e l  a n d  s a i d  that h e  w o u l d  l i k e  to 

p u t  this a s i d e  t e m p o r a r i l y  a n d  t a k e  it u p  at the l a t e r  m e e t i n g ,  

if there w a s  n o  obj e c t i o n ;  there w a s  n o  objection.

D . O r d i n a n c e  No. A O  V 7-23, a n  o r d i n a n c e  A d o p t i n g  a  T i t l e  24 o f  th e  
A n c h o r a g e  M u n i c i p a l  C o d e  to b e  e n t i t l e d  " S t r e e t s  a n d  R i g h t s - o f -  

W a y " .

1• A s s e m b l y  M e m o r a n d u m  No. A M  59-77, r e g a r d i n g same.

2. R e s o l u tion No. A R  77-24, a r e s o l u t i o n  e s t a b l i s h i n g

a S c h e d u l e  of P e r m i t  Fees as p r o v i d e d  in S e c t i o n  

2 4 . 3 0 . 0 9 0 D of the M u n i c i p a l  Code of O r d i n a n c e s .  

a . A s s e m b l y  M e m o r a n d u m  No. A M  59-77B, r e g a r d i n g  same.

Mrs. S t u r g u l e w s k i  m oved, to a p p r o v e  A O  7 7-23.

se c o n d e d  b y  Mr. B r a n n o n

Mrs. S t u r g u l e w s k i  s u g g e s t e d  that the a m e n d m e n t s  i n c l u d e d  in 

A R  77-24 b e  a p proved, a n d  Mr. S w i n g  pointed o ut th a t  A M  9- 7 7 B  

i n c l u d e d  all the a mendments.

Mrs. S t u r g u l e w s k i  moved, to amend by a p p r o v i n g

s e c o n d e d  by Mr. W a l s h  A M  5 9 - 7 7B, w h i c h  c o n­

tained a l l  t h e  a m e n d m e n t s .

A Y E S :  Chiei, W a l s h ,  Marsh, Sel k r e g g ,  B e s s e r ,  Rose, B r a n n o n ,

K now l e s ,  S t u r g u l e w s k i ,  Baer.

NAYS: None.

C h a i r m a n  Ros e  the n  a s k e d  for the v o t e  on A O  77-23 a s  a m e n d e d ,  

a n d  i t  passed;

AYES: Chiei, W alsh, Marsh, Selkregg, B e s ser, Rose, B r a n n o n ,

Knowl e s ,  S t u r g u l e w s k i ,  Baer.

NAYS: None.

Mr. W a l s h  m o ved, to a p p r o v e  A R  77-24.

seco n d e d  by Mr.

B esser

C h a i r m a n  Rose a s k e d  if there w e r e  any p r o b l e m s  w i t h  this, and 

Mr. S w i n g  said that Mr. B o l l i n g e r  w o u l d  b e  a b l e  to r e s p o n d .

Mr. B o l l i n g e r  s a i d  that there w i l l  be no fee u n l e s s  w h a t  is 

propofied e n d a n g e r s  the right - o f - w a y ,  then a fee of $ 2 . 5 0  w o u l d  

b e  charged.

T h e r e  w a s  further d i s c u s s i o n  of p l a n t i n g  of trees, r e t a i n i n g  

w a l l s  and rock g a r d e n s  i n  this area, and Mr. B o l l i n g e r  said

LhaL XL' s o m e o n e  w as g o i n g  to puL a i.trgo b o u lder o n  t o p  ot

a gas line, then there m i g h t  be a problem, b ut o t h e r  th a n  that,

)ir» did not- fnrpspf* .mv.



s e c o n a e a  D y  Mr. smxtn, ixoor unr.xx n r t e r  cpe. p u u i n :  

and it w a s  p a s s e d  hearing on the nex t  item,

w i t h o u t  o b j e ction,

11. R e s o l u t i o n  No. A R  77-7, .ir r e s o l u tion r e l a t ing to ex e m p t i o n  

of A n c h o r a g e  M u n i c i p a l  U t i l i t ies iron State Reg u l a t i o n .

T h e  p u b l i c  h e a r i n g  on R e s o l u t i o n  No. A R  77-7 w a s  opened.

RUTll MOF.N s t a t e d  that she w o u l d  like the A s s e m b l y  to not ta k e  

a c t i o n  on r e m o v i n g  n o n - c o m p e t i t i v e  u t ilities f r o m  u n d e r  A P U C  

r e g u l ation. She d o e s  not. beli e v e ,  she said, that the cost to 

her f r o m  the u t i l i t y  w o u l d  go dowti were they not r e g u l a t e d  b y  

Al’UC and s h e  v i e w s  A P U C  as a sort of guard against the fact 
that r a t e s  c o u l d  b e  r a i s e d  i n d i s c r i m i n a t e l y S h e  l i v e s  i n  an 

o u t l y i n g  area, s he said, a n d  r e c e i v e s  no benefit f r o m  the p r o f i t s  

of the uti l i t i e s ,  o n l y  pay s  into them.

R I C H A R D  H A N G E R  s t a t e d  that h e  is in b u s i n e s s  p u t t i n g  in p r i v a t e  

P C X  s y s t e m s  in A n c h o r a g e .  A  le g a l  m o n o p o l y  is the b e s t  r e a s o n  

for regulation, h e  said. A n y  c h a n g e s  of tariffs or o t h e r  p r o v i­

sions, he said, m u s t  m e e t  b a s i c  rules to stand a te s t  in c ourt, 

no m a t t e r  w h o  regulates' them. Mr. Hanger noted that the A P U C  has 

a b u d g e t  of $1.3 m i l l i o n  and a staff of 31 people. A  s t a f f  w i l l  

b e  r e q u i r e d  by w h o e v e r  d o e s  the regulating, he said, and h e  

e s t i m a t e d  a  b a r e  m i n i m u m  of 3 if the A s s e m b l y  r e g u l a t e s  m u n i c i p a l  

u t i l ities. H e  d i s t r i b u t e d  to the A s s e m b l y  an a r t i c l e  on the 

A P U C  a n d  a  h a n d o u t  r e l a t i v e  to typical charges f r o m  A T U  to a n  

A n c h o r a g e  b u s i n e s s  firm.

L L O Y D  M O R R I S  o f  C o m m u n i c a t i o n s  E n g i n e e r i n g  stated th a t  h i s  fi r m  

h o l d s  a c e r t i f i c a t e  of c o n v e n i e n c e  and n e c e s s i t y  f r o m  the A T U C  

to p r o v i d e  r a d i o - t e l e p h o n e  s e r v i c e  in Anchorage. H e  h a s  a 

p r o b l e m ,  h e  said, u n d e r s t a n d i n g  h o w  A T U  is n o n - c o m p e t i t i v e ,  

s i n c e  it d o e s  h a v e  a c e r t i f i c a t e  to p r o v i d e  the seune s e r v i c e  

as h is company, a l t h o u g h ,  it d o e s  not at this time to do so.

Jf A T U  did p r o v i d e  this s e r v i c e  for w h i c h  it is c e r t i f i e d ,  

he said, it w o u l d  d e f i n i t e l y  be c o mpeting w i t h  C o m m u n i c a t i o n s  

Engine e r i n g ,  w h i c h  w o u l d  p l a c e  A T U  in the i d entical p o s i t i o n  

of the .electric u t i l i t y  c o m p e t i n g  wxL h  CAU. For thi s  r e a son,

Mr. M o r r i s  stated, he feels that A T U  should be w i t h d r a w n  f r o m  

the r e s o l u t i o n  b e f o r e  the Assembly.

B O B  J O H N S O N  s t a t e d  that for the past three years he h a s  b e e n  on 

the W a t e r  Co m m i s s i o n ,  w o r k i n g  w i t h  the A n c h o r a g e  W a t e r  Utility.

He r e c o m m e n d e d  a p p r o v a l  of the r e s o l u t i o n  b efore the. Ass e m b l y .  

W h e n  A W U  v/as p l a c e d  u n d e r  the A P U C  regulation, he r e c a l l e d ,  

it w a s  p l a c e d  there b e c a u s e  their service extended b e y o n d  

t heir j u r i s d i c t i o n  a nd there w e r e  excesses p r a c t i c e d  o n  t h e  

p e o p l e  o u t s i d e  of their j u r i s d i c t i o n  but w h i c h  r e c e i v e d  t h e  

services. T h i s  c o n dition, he said, no longer exists. A P U C  

r e g u l a t i o n  i m p a c t s  their growth, he continued; it t a k e s  9 to 

18 montlis to g e t  a ca s e  t h r o u g h  the Commission b e c a u s e  the 

C o m m i s s i o n  m u s t  w e i g h  that case against all o thers i n  the 

state. Bur m e a n w h i l e ,  he. said the u t i lity cannot s e l l  b o n d s  

b e c a u s e  t h e r e  is n o  r e v e n u e  c o m i n g  in to justify bonds. T h e  

W a t e r  C o m m i s s i o n  w as s a t isfied, he said, w i t h  the w o r k  of the 

Al’UC. Hr. J o h n s o n  r e c o m m e n d e d  that the A d m i n i s t r a t i o n  h i r e  the 

e x p e r t i s e  n e c e s s a r y  a nd take it under M u n i c i p a l  c o n t r o l  s o  that 

the u t i l i t i e s  can m o v e  at the speed they nee d  to move, lie 

c o n t i n u e d  w i t h  r e c o m m e n d a t i o n  that the M u n i c i p a l i t y  e s t a b l i s h  

these u t i l i t i e s  as p u b l i c  c o r p o r a t i o n s  under one h e a d  a nd that 

the u t i l i t i e s  p a y  taxes or c o n t r i b u t i o n s  in lieu of taxes 

and o p e r a t e  in a b u s i n e s s  like m a n n e r  and the A s s e m b l y  w o u l d  

a p p r o v e  or d i s a p p r o v e  any rates. He would e n v i s i o n  the A s s e m b l y  

s i t t i n g  as an a p p e l l a t e  body, he continued, r ather than a 

b e a r i n g  body on rat e  cases.

PAT REDMOND, s p e a k i n g  as n consumer, stated at first g l a n c e  she 

does not w a n t  h e r  p u b l i c  u t i l i t i e s  taken out from u n d e r  A P U C  

re g u l a t i o n .  Some of the tilings she considered w e r e  the c o s t  

of M u n i c i p a l  r e g u l ation, the time and the polilics. Mos t  

u t i l ' t i e s  are r e g u l a t e d ,  she said, and she w o u l d  l i k e  for 

A n c h o r a g e ' s  to b e  r e g u lated, and by APUC.
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o w n e d  b y  the former City, she said, go to the former City;

! a n d  those w h o  live o u t s i d e  need the p r o t e c t i o n  of APUC. If

a  u t i l i t y  is not c o m p e t i n g  w i t h  others, she c o n t i n u e d ,  that 

m e a n s  it is a m o n o p o l y  and that m e a n s  it s h o u l d  be regulated. 

T h e  A s s e m b l y  should consider, s h e  p o i n t e d  out, that the

• A P U C  has a great d e a l  of expertise; and s h o u l d  be a body

th a t  the M u n i c i p a l i t y  w o r k s  with, r a t h e r  than against.

; W e r e  this the case, she said, s he d o u b t e d  that the b i l l s  for

i r a t e  ca s e s  w o u l d  h a v e  b e e n  as high as they h a v e  been. Mrs.

F r o h n e  no t e d  that F a i r b a n k s  is l o o k i n g  at a s k i n g  to b e  

r e g u l a t e d  by APUC; a n d  i n  c l o s i n g  she s tated that d c r e g u l a -

* tion f r o m  A P U C  and M u n i c i p a l  r e g u l a t i o n  i n d e c u  r e q u i r e  a

{ v o t e  of the p e o p l e  un d e r  the p r o v i s i o n s  of the Charter.

J E F F  LO W E N F E L S ,  a p r i v a t e  citizen, n o t e d  that h e  w a s  s p e a k i n g  

i as such, a l t h o u g h  in the past he has r e p r e s e n t e d  A P U C ,  since

jjf h e  w o r k s  in the A t t o r n e y  G e n e r a l ' s  Office, lie s t r e s s e d  that

j h e  w a s  s p e a k i n g  as a p r i v a t e  citizen. G e n e r a l l y ,  he stated,

t he r u l e  is that rat e  ca s e  e x p e n s e s  are p a s s e d  to t h e  subscribers, 

ij In the $ 4 0 0 , 0 0 0  M u n i c i p a l  case, he said $ 1 5 0 , 0 0 0  w a s  d i s a l l o w e d

j b y  A P U C  a n d  the rest w i l l  be p a s s e d  on. S p e a k i n g  to comme n t s  in

T f a v o r  of self r e g u l ation, Mr. L o w e n f e l s  s t a t e d  that h e  w o u l d

\ h a t e  to ti.ink of the q u a l i t y  that w o u l d  be s a c r i f i c e d  b y  r e m o v a l

f r o m  A P U C  jurisdiction. T he C o m m i s s i o n  and i t s  staff spend an 

5 i n c r e d i b l e  a m o u n t  of time, he said, w o r k i n g  o n  the c a s e s  that

go b e f o r e  them; and he d o e s  not feel the A s s e m b l y  h a s  the time 

n o r  the g u t s  to h a n d l e  a hot rat e  case. H e  c o n t i n u e d  that he did 

n o t  f e e l  it w o u l d  b e  fai r  to the r a t e - p a y e r s  to h a v e  the i s s u e

>

? of q u a l i t y ,  a n d  cost of s e r v i c e  kicked a r o u n d  a s  a p o l i t i c a l

foot b a l l .  In r egard to the p r e v i o u s  s t a t e m e n t  that there 

w e r e  n o  l onger any p r o b l e m s  of d i s c r i m i n a t o r y  rates, Mr. L o w e n f e l s  

| n o t e d  that A T U  a t t e m p t e d  to set up 5 rat e  z o n e s -  the further

i f r o m  the c e n t e r  of tow n  o ne lived, the h i g h e r  t he r a t e s  they

•J. w o u l d  pay.

■) I K E  W A L D R O P ,  b u s i n e s s  m a n a g e r  for J.BEW, s tated that h e  f avors

the re s o l u t i o n ,  f e e l i n g  that it could result in s u b s t a n t i a l  

s a v i n g s  to the utilities. The c o n s u m e r s  w o u l d  b e  p r o t e c t e d  

a n d  b e t t e r  served, h e  continued, b e c a u s e  the A s s e m b l y  is m o r e  

i r e s p o n s i v e ,  b e i n g  an elected body, e l e cted b y  the rate-payers.

t
B E R T  AYER, r e p r e s e n t i n g  HALO, s tated that bis o r g a n i z a t i o n  is 

o p p o s e d  to p a s s a g e  of this resolution. M e m b e r s  of t h e  H i l l s i d e  

f e e l  the need for a d i s i n t e r e s t e d  party, h e  said, w h i c h  is not 

a p a r t y  of the b o d y  politic, to regu l a t e  their t e l e p h o n e  and 

e l e c t r i c  utilities. T h e y  do n ot feel, he c o n t i n u e d ,  that the 

time h a s  come f or M u n i c i p a l  regulations. T h e y  w e r e  a l s o  v e r y  

u pset, Mr. A y e r s  said, a b o u t  the c o n d i t i o n  of the A n c h o r a g e  

W a t e r  Utility. The y  al s o  feel, he said, that A T U  w o u l d  be i n  

b e t t e r  c o n d i t i o n  if it d id not support the g e n e r a l  fund as m u c h  

a s  it does.

AT. P I S T O R I U S  of ATU s t a t e d  that he felt sure t he A s s e m b l y  co u l d  

d o  j u s t  as goo d  a j ob as the APIJC and p r o b a b l y  w i t h  les s  money. 

R e l a t i v e  to complaints, Mr. P i s t o r i u s  said ho felt su r e  the 

u t i l i t y  w a s  re s p o n s i v e  at this time, n o  m a t t e r  w h o  w a s  c a l l i n g  

w i t h  the complaints. If p e o p l e  really looked at the cost of 

p r o v i d i n g  the service, i n  the m o r e  o u t l y i n g  a reas, he snid, the 

s u b s i d y  is r e a l l y  in reverse, w i t h  the u r b a n i z e d  a r e a  s u p p o r t i n g  

or c o n t r i b u t i n g  to s e r v i c e  in the o u t l y i n g  ni'cns. S p e a k i n g  to the 

t e l e p h o n e  systems, Mr. P i s t o r i u s  rioted that las t  y e a r  A n c h o r a g e  

r a n k e d  1 6 t h  in the n a t i o n  s i z e - w i s e  a m o n g  p r i v a t e  companies. 

S p e a k i n g  to the m u n i c i p a l  systems, Mr. P i s t o r i u s  n o t e d  that 

A l a s k a  h a s  four municipal u t i l i t y  s y s tems a nd the o n l y  other one 

in the U n i t e d  S tates is in Montana.

T O M  S T A H R  of the e l e c t r i c  u t i lity stated that S e a t t l e  City Li g h t  i 

r e g u l a t e d  by the m u n i c i p a l  government. T h e y  p r o v i d e  exc e l l e n t  

servi c e ,  he said, and hav e  the .lowest rates in l he nation. T h e  

. S t a t e  r e g u l a t e s  u t i l i t i e s  in an adjacent area, he continued, at 

' a m u c h  h i g h e r  cost. Mr. Stahr stated that he felt r e g u l a t i o n  

s h o u l d  be dune by the A s s e m b l y . Seattle, be noted, doc s  h a v e  

a ra t e  d e p a r t m e n t  and it goes from that rate d e p a r t m e n t  to the
P  {  t * u  e . M i n e  J 1



said, o n e  before, the Asse m b l y  and o ne b e f o r e  the Al’UC. Mr. 

M o r r e l l  said lie had no o b j e c t i o n  Lo l o t t i n g  the Asserab.lv k n o w  

w h a t  they are g o i n g  to do and g o i n g  to take b e f o r e  the APUC; but 

lie d e f i n i t e l y  does not want two hearings. Mr. M e r r e l l  p o i n t e d  

out Lo the A s s e m b l y  that the A n c h o r a g e  Water. Utility s t a rted a 

rat e  c a s e  in late 1974 w h i c h  we n t  on through all of 1975; an 

i n t e r i m  ra t e  w a s  granted in 1976 a nd they j u s t  had the tinal 

h e a r i n g s  now, in 1977. T h a L’s an a w f u l l y  long time to w a i t  to 

get a r a t e  established, he said; and h e  feels the. A s s e m b l y  wo u l d  

b e  m o r e  r esponsive.

nu t .i av.il \vci cm i r r

T h e r e  b e i n g  no one else w h o  w i s h e d  to be heard, the h e a r i n g  w as 

closed.

Mr. M a r s h  moved, 

s e c o n d e d  by Mr. Smith,

to a p p r o v e  R e s o l u t i o n  No. 

A R  77-7.

M a y o r  S u l l i v a n  n o t e d  that the A d m i n i s t r a t i o n  w a s  o n l y  a s k i n g  for 

n o n - c o m p e t i t i v e  u t i l i t i e s  to b e  taken o u t  f r o m  un d e r  the j u r i s­

di c t i o n  of APUC. Th i s  w a s  g e n e r a l l y  the intent of the s t a t u t e  

p a s s e d  b y  the L e g i s l a t u r e  some y e a r s  ago, he said. The 

M u n i c i p a l i t y  s u f f e r s  on its bon d  sal e  rates, h e  continued, 

b e c a u s e  w e  a r e  regulated by the State. T h e r e  is d e l a y  u p o n  delay 

w i t h  the APUC, h e  said, b e c a u s e  of a d d i t i o n a l  m a t e r i a l  they 

r e q u e s t  or c h a n g e s  in their rules; and these d e l a y s  a m o u n t  to 

m o n t h s  a n d  months. Some d e c i s i o n s  take w e l l  over a year, h e  said, 

lie c i t e d  the t e lephone rate c a s e  as an example, it started in 

1975, a t  w h i c h  time the onl y  f i g u r e s  a v a i l a b l e  w e r e  for 1974, then 

i n  M a y  of 1976, M a y o r  Sull i v a n  continued, the C o m m i s s i o n  d i r e c t e d  

t h e  M u n i c i p a l i t y  to forget the '74 f i g u r e s  and to w o r k  o n  '75, 

s o  that /ill of the w o r k  don e  and time s p e n t  h ad to b e  d r o p o e d  

In o r d e r  for the w o r k  on ’75 f i g u r e s  to begin. In the m e a n t i m e ,  

the M a y o r  said, the M u n i c i p a l i t y  h ad b e e n  n e g o t i a t i n g  w i t h  

R C A  and w a s  s u c c e s s f u l  in r e a c h i n g  a s u b s t a n t i a l  settlement, 

w h i c h  i n c r e a s e d  the toll revenues. Th a t  w as what the M u n i c i p a l i t y  

n e e d e d  a n d  a l o n g  w i t h  the set t l e m e n t  the nee d  for cash dropped.

If the r a t e  i n c r e a s e  had b e e n  g r a n t e d  p r i o r  to the favo r a b l e  

s e t t l e m e n t  w i t h  RCA, he p o i n t e d  out, the M u n i c i p a l i t y  would 

h a v e  h ad to go b a c k  to APU C  for a rate increase. It w a s  not 

the A P U C  action, he said, but the s e t t l e m e n t  w i t h  R C A  vhic.li 

i m p r o v e d  their case posi t i o n  for ATU.

Mr. M a r s h  stated that he had s e r v e d  on City C o u n c i l  w h e n  the 

C o u n c i l  m a n a g e d  the utilities; and he felt that they w e r e  

r e s p o n s i v e  and effe c t i v e  in their job.

Mrs. S t u r g u l e w s k i  stated that she could not s u p port the m o t ion, 

f e e l i n g  that m o r e  needed to be k n o w n  a b o u t  staffing, time 

c o m m i t m e n t ,  cost, etc. T h i s  is a v e r y  s e n s i t i v e  issue, she said, 

a n d  the A s s e m b l y  has an extra o r d i n a r y  res p o n s i b i l i t y ,  p a r t i c u l a r l y  

to the p e o p l e  o u t s i d e  the City S e r v i c e  Area, on the issue.

S he lias n o t  seen enough, she said, In the M u n i c i p a l i t y  p r o v i n g  

il.self to be ab l e  to say that now is the time that it can 

r e g u l a t e  its o wn utilities.

I

Mr. B r a n n o n  moved, 

s e c o n d e d  by Mr. Marsh,

to p o s t p o n e  a c t i o n  on 

O r d i n a n c e  No. AO 7 7 - 5 9  and 

R e s o l u t i o n  No. A U  77-7 for 

two weeks; these i t e m s  to b e  

s c heduled as a S p e c i a l  Order 

of Busi n e s s  at that meeting.

Mr. C h i e i  asked to be a l l owed to a b s t a i n  from voting, n o t i n g  that 

he w a s  n o w  involved in a h e a r i n g  b e f o r e  the APUC.

Q u e s t i o n  on the m o t i o n  to p o s t p o n e  w as c a lled and it w as passed.

A Y K S : l/alsh, Marsh, Hose, Brannon, Smith, Baer 

HAYS: K n o w l e s ,  Sturgulewski

A B S T A I N I N G :  Chiei



v e t o  m e s s a g e  ou O r d i n a n c e  Mo. au i i ~oc> » u u : i & , .

' record, the A s s e m b l y ' s  o f f i c i a l  receipt of the Veto.

G L E N  HEATHF.RIA' c a m e  f o r ward and as k e d  w h y  the r e s i d e n t s  of 

the are a  had not h e a r d  m o r e  about the R i d g e v i e w  M a n o r  matter; 

a nd Mr. V a l s h  a s k e d  if this item could be taken up a s  a 

S p e c i a l  Order of B u s i n e s s  next w e e k ._

%
T h e r e  w a s  no i n d i c a t i o n  from the Asse m b l y  that they w i s h e d  to 

d i s c u s s  the m a t t e r  further.

Mr. R o s e  noted that w i t h  the v e t o  of O r d i n a n c e  No. A O  77-32 

n e x t  w e e k ' s  m e e t i n g  w o u l d  begin at 6 o ’cloc k  and w o u l d  be 

u n d e r  the old A s s e m b l y  r u l e s  of procedure..

T h e r e  b e i n g  no f u r t h e r  i 'iness to coine b e f o r e  the A s s e m b l y ,  

the m e e t i n g  was a d j o u r n e d  t midnight.

C hairman

ATTEST:

M u n i c i p a l  Cl e r k•I
*

D a t e  A p p r o v e d :__



M E M O R A N D U M  A p r i l  19, 1 9 7 7

S U B J L C T :  C S  f o r  S B  2 5 9  ..

T O :  G u y  V a n  D o r e n ,  A d m i n i s t r a t i v e  A s s i s t a n t
S e n a t e  R u l e s  C o m m i t t e e  

✓

F R O M :  J a c k  C h e n o w e t h ,  L e g i s l a t i v e  C o u n s e l

C S  f o r  S B  2 5 9 ,  o f f e r e d  b y  t h e  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  

A f f a i r s  C o m m i t t e e ,  t e r m i n a t e s  t h e  e x e m p t i o n  f r o m  r e g u l a t i o n  
b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  o f  r e g i o n a l  e l e c ­
t r i c a l  a u t h o r i t i e s .  I h a v e  b e e n  a s k e d  t o  r e d r a f t  C S  f o r  S B  
2 5 9  t o  r e s t o r e  r e g i o n a l  e l e c t r i c a l  a u t h o r i t i e s  t h e  e x e m p t  
s t a t u s  t h e y  n o w  e n j o y .

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

a m e n d m e n t  o f  t h e  C o m m i t t e e  S u b s t i t u t e  —

P a g e  1, f o l l o w i n g  l i n e  26: A d d  a s u b s e c t i o n  (h)
t o  r e a d :

(h) T h e  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  o t h e r  t h a n  
s e c s .  2 2 1  - 2 8 1  o f  t h i s  c h a p t e r ,  d o  n o t  a p p l y  t o  a  

p u b l i c  u t i l i t y  o w n e d  a n d  operatcid b y  a  r e g i o n a l  
e l e c t r i c a l  a u t h o r i t y  o r g a n i z e d  u n d e r  A S  1 8 . 5 7  u n l e s s  
t h e  o w n e r  a n d  o p e r a t o r  e l e c t s  t o  b e  s u b j e c t  to t h e  
p r o v i s i o n s  o f  t h i s  cliapter.

J C : l u k
cc: S e n a t o r  J o e  O r e  ini, C h a i r m a n

S e n a t e  C o m m u n i t y  &  R e g i o n a l  A f f a i r s  C o m m i t t e e



i t s  s n a g

r "powerful vested interests in Seattle.” 
idoption of the language would "lock us 
ecause it would not give the state time 
'or the move before the existing contract 
Seattle expires.
id he also was concerned about “locking 
ch has ripped off Alaska for years." 
Haugen, R-Petersburg, countered that 
have serious financial impact on the cost 
goods to Southeast Alaska because of the 
ting costs which would be involved from 
gham.
rOwper, D-Fairbanks, also worried about 
je tourist trade.
p Hohman, D-Bcthel, said he had 
ested the Division of Marine Transpor- 
information on any move plans, but had

minute presentations amount to a 
Hohman said. "There are special 

[ here in Bellingham, too.
tme as the committee was about to close 
rtation general fund operating budget 
spute on the spending level of $11.2

eeting, the committee also stalled over 
he financially troubled University of

| \ )jU ik J  / ?-~1 f"1~}

a i l r o a d
#

I  p r o b e

involved an alleged criminal offen­
se.

GAO investigator Dave Lav. son of 
Seattle efused to provide any details 
of the investigation. He said the 
report would be reviewed with the 
railroad next month before it is 
release.

William Dorcy, general manager 
of the railroad, was in St. Louis and 
unavailable for comment. His staff 
released this statement:

"The Alaska Railroad ac­
knowledges that it is currently the 
subject of a periodic GAO audit. The 
railroad wishes to state that this Is a 
standard audit procedure being per­
formed by the General Accounting 
Office the same as any other audit 

! that is periodically given other 
government agencies.

D.L. Allen, the assistant general 
manager of the railroad, and other 
ranking railroad officials said they 
had no idea what matters may have 
been referred to the FBI.

f

U t i l i t y  b i l l  

s u p p o r t

By j UZAN NIGHTINGALE 
Dally News Staff Writer

The Anchorage Assembly Tuesday 
angrily defeated a motion to support 
legislation providing for the 
deregulation of municipal utilities.

Action on the resolution had been 
postponed three times previously by 
the group, which is divided on the 
need to support deregulation 
legislation at this time.

LAST WEEK, the assembly voted 
to postpone action once more on the 
resolution, pending a comprehensive 
meeting on municipa’ utilities. 
However, a petition circulated by the 
administration Tuesday changed the 
assembly’s mind.

Titled "Anchorage Assembly 
Statement of Support for CSSB259," 
the petition said, "The press of time 
and the pending absence of several 
'assemblymen makes it impractical 
for the assembly to act at a regular 
meeting" to support the legislation. 
The measure was signed by Ben 
Marsh, Paul Baer, Don Smith, Fred 
Chiei, Ernie Brannon and Dave 
Walsh. Mayor George Srllivan sig­
ned for Bill Besser after securing the 
Hawaii • vacationing Besscr’s per­
mission over the telephone.

However, at Tuesday's meeting 
three assembly members — Arllss 
Sturgulewski, Lidia Selkregg and 
Tony Knowles — said they had not 
even seen the petition or had been 
asked if they wanted to sign it. 
Municipal attorney Rick Garnett 
denied that the document had been 
selectively circulated, but several 
assembly members were unconvin­
ced.

"THAT’S LUDICROUS,” Dave 
Rose said, referring to the cir­
culation pattern of the petition. 
"You don’t c,’ i people in Hawaii if 

(Continued on Page 2)

I n s i d e  t o d a y
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R-Anchorage, signed the committee 
report "do not pass."

The resolution would implement 
most of the recommendations of the 
Alaska Salary Commission. Under 
the legislation, the governor would 
be paid $52,992. The lieutenant 
governor’s salary of $47,304 would 
also be the new salary level for 
department commissioners.

Ann Spohnholz ta k e s  a  lun t 
d a y .

Longevity pay increases of 3.75 
per cent of the annual salary for 
each two years of con tinuous service 
— starting this year — are included 
for most state officials except 
legislators.

State officials received pay raises 
from the legislature in 197 but the 
raises were repealed by state voters 
last August. The legislative raises 
granted by the resolution are 
smaller than the $15,000 salaries 
legislators gave themselves in the 
1975 raises.

(Continued from Page 1) 
expand his faculties to hand 
returnable*. "All of that gets pi 
sed right on to the consumer," I 
says.

Walt Beckmann, head of liqu 
distribution for Anchorage Co 
Storage, »ees the same bi 
omens.

"The wholesaled and re ta il 
would have to add extra space 
keep the bottles and they'd ha' 
to hire additional help to hand 
them. The distributor would ha' 
to buy additional trucks, and ha' 
the additional problems of shi 
ping cans and bottles outside

U t i l i t y  b i l l

(Continued from Page 1) 
going to makeyou aren t going to make a 

reasonable effort to contact people 
here."

Selkregg called the petition, which 
gives the impression the majority of 
the assembly supports the 
legislation," despite the fact the 
body had not taken official action, "a 
devious approach."

Brannon, who signed the petition, 
expressed surprise that some 
assembly members had not seen it. 
After determining that three mem­
bers had not seen the document, 
Brannon said, " If a ll assemblymen 
did not have the option to see the 
petition, I ’m going to vote no."

ASSEMBLY MEMBERS Walsh 
and Chiei, who had signed the 
petition, said they would change their 
votes, too, swinging the official vote 
against the deregulation legislation.

The final vote was 7-2 not to sup­

port the utility legislation. Assembl 
members Rose, Knowles, Wals) 
Brannon, Sturgulewski, Selkreg 
and Chiei voted not to support tk 
legislation. Smith and Baer vcted i 
favor of it. Mar jh  and Besser, wh 
support the deregulation legislation 
were absent.

In other business Tuesday, th 
assembly:

— Approved a $106 million budg* 
for the Anchorage School District fo 
1977 - 78;

— Adopted a resolution opposin 
legislation requested by Rep. Mik 
Beime which relates to revenu 
sharing for hospital construction 
and

— Adopted a resolution supportin 
Rep. Mike M iller’s retumabl 
beverage container bill. Smlt 
attempted to substitute Sen. Mik 
Colletta’s bill for support instead 
but his motion died for the lack of 
second.

Y o u r  J e w e l r y  H e a d q u a r t e r s
The Q uality Jew e lry Store to Serve You 

D iamonos, Wotches, G ifts, A laskan Jew e lry
R E M E M B E R

If We Can t Repair Your Watch or Jew elry 
THROW IT AWAY"

Spenard Jew e lers & G ifts 
No. L igh ts Shopping Center - 279-2722
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R e a d e r s  w r i t e . . .

' ' A P U C  h u r t s ’

Dear Editor.
Contrary to your editorial of April 21, 

Anchorage ratepayers are hurt, not 
helped, by APUC regulation of 
municipally - owned utilities. The direct 
costs of regulation in terms of staff time, 
attorney’s fees and the cost of rate 
studies is very high, in the vicinity of 
$800,000 for the current rate cases. Much 
more important however are the indirect 
effects of regulation on the power of the 
utilities to raise capital.

Bond counsel for the Municipality 
recently testified in favor of Senate Bill 
259. Counsel pointed out that Alaska is 
one of very few states in which 
municipally - owned utilities are subject 
to regulation as to ra.es by an appointed 
state board. Because the Municipality 
does not have power to control rates, it 
cannot unequivocally guarantee to bond 
purchasers that the rates will be suf­
ficient to meet payments on bonds. This 
being so, the bond buyer is motivated to 
purchase municipals from a state where 
no such problem exists. At the very least, 
the market will demand higher interest, 
which means more cost to the ratepayer.

Construction of ML&P's waste heat 
generator has been held up nearly two 
years because of the PUC’s delay in 
authorizing rate increases sufficient to 
enable the utility to raise capital for the 
project. As > result, the taxpayers of 
Anchorage hev - lost millions of dollars in 
wasted fut. 1 consumption and in
increased projtct costs. The 
Municipality was forced to go to the 
Supreme Court for an Order requiring 
the PUC to set rates high enough to meet 
outstanding bond covenants. Without 
that Order, the project would still be 
stalled.

Another example of the inefficiency of 
the APUC is that in April of 1975 we filed 
for approval of a standard pasu • thru 
provision allowing the Municipality to 
increase electric rates by the amount 
necessary to pay any increased gas fuel 
costs ordered by the APUC. The com­
mission finally acted on this in January 
of 1977 rnd gave a partial favorable 
ruling. The problem with that ruling is 
that we have to practically put on a new 
rate case again before APUC every time 
they order a gas cost increase to ML&P. 
In their Order they tend to treat 
Anchorage differently than the other 
utilities in Alaska. The other utilities, as I 
understand it, are more or less allowed 
automatic fule rate adjustments without 
having to appear again before APUC and 
plead the adjustment.

The main difficulties with PUC

Got something to say? Then say It, and 
send It to Readers Write, The Dally 
News, P.O. Box 1660, Anchorage, Alaska 
M510. We invite readers to express their 
views. We ask that letters be typed, if 
possible, and signed with an address and 
phone number.

regulation have been (1) delay, and (2) 
lack of understanding by the PUC of 
municipal utilities and their financial 
operations — all of which are 
unfavorable to Anchorage rate users.

In recent proposed regulations 
dealing with utility bond sales, the PUC 
required 60 days prior notice of the 
interest rate. However, the interest rate 
on bonds cannot be known until the day of 
the sale. Therefore, the proposed rule 
would stop all utility bond sales. 
Proposals of this sort simply illustrate 
the PUC’s lack of sensitivity to the 
realities of running municipal utilities.

Your assertion that without PUC 
regulation utility rates would be higher 
than they are is completely unfounded. 
Yout assumption seems to be that local 
elected officials, responsible to the 
people, would set higher rates than state 
level bureaucrats. Such an assumption 
flies in the face of a ll logic about the 
behavior of elected officials and has no 
support in the experience of other areas 
which do regulate utility rates locally.

Your bare recitation of numbers and 
percentages, of course, Ims no meaning 
without reference to the wildly increased 
costs of fuel and labor with which the 
utilities have been stricken in recent 
years.

Finally, jt should be emphasized that 
SB 259 does nothing more than give the 
Anchorage Assembly the option to with­
draw from PUC regulation if It believes 
that such a course is warranted. 
Obviously, the matter would be fully 
explored in terms of how to secure the 
necessary expertise and what 
administrative structure is most 
appropriate before Any action was taken 
to deregulate.

It seems inconceivable that persons 
genuinely committed to local decision • 
making would reject local option on a 
matter as important to the community as 
utility regulation. It also seems odd that 
the Assembly can approve a $60,000,000 
utility budget, but not feel qualified to 
deal with utility rates.

Georre M. Sullivan 
Mayor
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V u u ^  a *^a'- ^lAJr^-^Cv.i.. (r| y ^ ' / w ^  f̂ /̂ <Jkro5.vT̂ *vv̂

^ <^ w ^ a~ ^  ^ ' a \  /> <*m J C ^ v-.<-. Qvk-eyA <j_ fynXi ^ c a JIaoO l^

{k * ^

")u jo ^ JlA

jW^Cv iiiO'i A o l ^  0-1 O X  jjiĴ \A-t 'WU_
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T E S T I M O N Y  T O  T H E  S E N A T E  C R A  C O M M I T T E E  R E :  S B  2 5 9

I N T R O D U C T I O N

A p p r e c i a t e  o p p o r t u n i t y  t o  b e  h e a r d .  H o p e  c o m m i t t e e  w i l l  r e v i e w  s i t u a t i o n  

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

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

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

i n  n a t u r e .

A .  S t a t u s  q u o .  U n d e r  t h e  p r e s e n t  s t a t u t o r y  s c h e m e  a l l  A n c h o r a g e  m u n i c i p a l l l y -  

o w n e d  u t i l i t i e s  a r e  r e g u l a t e d  b y  t h e  P U C  b e c a u s e  o n e  o f  t h o s e  u t i l i t i e s ,  M L & P ,

' ' I
i s  " i n  c o m p e t i t i o n . "  N o  o t h e r  m u n i c i p a l l y - o w n e d  u t i l i t i e s  i n  t h e  e n t i r e  s t a t e  

a r e  s u b j e c t  t o  r e g u l a t i o n  e x c e p t  o n  a  v o l u n t a r y  b a s i s .

B .  H o w  t ' h e  s t a t u s  q u o  e v o l v e d .

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

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

I n  t w o  w e l l  k n o w n  S u p r e m e  C o u r t  c a s e s ,  H o m e r  E l e c t r i c  v .  K e n a i ,  a n d

.

C h u g a c h  v .  A n c h o r a g e ,  t h e  S u p r e m e  C o u r t  r e q u e s t e d  t h e  L e g i s l a t u r e  t o  

d e a l  w i t h  t h e  s e r v i c e  a r e a  p r o b l e m .

■ V" , 'f

b )  W i t h  r e s p e c t  t o  o n e  m u n i c i p a l  u t i l i t y ,  A T U ,  t h e r e  m a y  h a v e  b e e n  s o m e

r a t i o n a l e  f o r  r a t e  r e g u l a t i o n  b e c a u s e  A T U  s e r v e d  c u s t o m e r s  o u t s i d e  t h e

b o u n d a r i e s  o f  i t s  o w n e r ,  t h e  C i t y  o f  A n c h o r a g e .

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

t h e  s a m e .  S e r v i c e  a r e a  d e l i n e a t i o n  h a s  o c c u r e d .  S B  2 5 9  d o e s  n o t  e f f e c t  t h e  P U C ' s  

s e r v i c e  a r e a  j u r i s d i c t i o n .

D .  H i s t o r i c a l  A r g u m e n t s .  I t  i s  a s s e r t e d  t h a t  t h e  C i t y  o f  A n c h o r a g e  i m p a i r e d  t h e  

c a p i t a l  o f  i t s  u t i l i t i e s .  B u t

a )  p a y m e n t s  i n  l i e u  o f  t a x e s ,  a l l o w e d  b y  C o m m i s s i o n ,  e x c e e d s  p a y m e n t s  m a d e  t o  

C i t y  ( E x h i b i t  A ) .

OUTLINE OF MUNICIPALITY OF ANCHORAGE



b )  T h e r e  w a s  n o  h a r m  t o  c o n s u m e r .  C i t y  e r r o r ,  i f  a n y ,  w a s  n o t  s e e k i n g  

r a t e  i n c r e a s e  s o o n e r .

E .  P a s t  a n d  P r e s e n t  H a r m  F r o m  R e g u l a t i o n s .

a )  S u b s t a n t i a l  d e l a y s  h a v e  o c c u r r e d  i n  s e c u r i n g  n e e d e d  r a t e  i n c r e a s e s  

( E x h i b i t  B ) .  T h e s e  d e l a y s  i n c r e a s e d  t h e  c o s t  o f  c a p i t a l  i m p r o v e m e n t s

t o  t h e  d e t r i m e n t  o f  r a t e  p a y e r s .  S e e ,  g e n e r a l l y ,  S t a h r  m e m o  ( E x h i b i t  C ) .

b )  D i r e c t  c o s t s  a r e  l a r g e .  R a t e  s t u d i e s  r e q u i r e d  t o  m e e t  t h e  " b u r d e n  o f  

p r o o f "  i m p o s e d  b y  t h e  C o m m i s s i o n  a r e  v > » r y  e x p e n s i v e  ( E x h i b i t  D ) .

c )  L i t i g a t i o n  o v e r  P U C  d e c i s i o n s  h a s  b e e n  e x t e n s i v e .  P o w e r  h a s  a  t e n d e n c y  

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

p r e v a i l e d  i n  m a n y  c a s e s .  R e f e r  t o  A P U C  v .  G A A B ,  C a r l s o n  i n t e r f u n d  

d e c i s i o n ,  M L & P  b o n d  c a s e ,  r a t e  s u s p e n s i o n  c a s e .  L i t i g a t i o n  i s  v e r y  

c o s t l y  i n  t e r m s  o f  a t t o r n e y ' s  f e e s  ( E x h i b i t  E )  a n d  d e l a y s .  T h e r e  i s  a  

c l o s e  a n a l o g y  t o  C i t y - B o r o u g h  c o n f l i c t s  w h i c h  s p u r r e d  u n i f i c a t i o n .

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

o f  l i t i g a t i o n  s t a n d s  ( E x h i b i t  F ) .

F .  I n d i r e c t  A n d  P o t e n t i a l  H a r m  B a s e d  O n  B o n d  M a r k e t  R e a c t i o n s .  V e r y  f e w  m u n i c i p a l  

u t i l i t i e s  a r e  r e g u l a t e d  a s  t o  r a t e s  ( E x h i b i t  G ) .  O f  t h o s e  w h i c h  a r e  r e g u l a t e d ,  

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

c o u n s e l  a n d  f i n a n c i a l  a d v i s o r s  B e l i g r a t i s ,  H o l m a n .

G .  C a p a b i l i t y  o f  P U C .  P U C  i s  s u b s t a n t i a l l y  o v e r b u r d e n e d  a n d  t h i s  f a c t o r  

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

m a t t e r s  a r e  a  s u b s t a n t i a l  f a c t o r  i n  t h e  P U C ' s  w o r k  l o a d  ( E x h i b i t  H ) .  ( b )  T h e  

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

f i n a n c i n g  o f  l o c a l  u t i l i t i e s .  C o n s i s t n e t l y  a t t e m p t s  t o  f o r c e  m u n i c i p a l  u t i l i t i e s  

i n t o  m - o l d  o f  p r i v a t e  u t i l i t i e s .  S e e  S t e r l i n g  G a l l a g h e r  t e s t i m o n y  ( E x h i b i t  I ) .



H .  G e n e r a l  P o l i c i e s  -  T h e r e  I s  A  D o u b l e  A n o m a l y  i n  t h e  S t a t u s  Q u o .

T h e  p r e s e n t  r e g u l a t o r y  s c h e m e  a s s e r t s  i m p l i c i t y l y  t h a t  t h e  A n c h o r a g e  A s s e m b l y  

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

m a n a g e m e n t  o f  i t s  u t i l i t i e s .  O n l y  A n c h o r a g e  s t a n d s  u n d e r  t h i s  i m p l i e d  i n d i c t m e n t .  

C o n c e r n s  a b o u t  d u e  p r o c e s s  a r e  g r o u n d l e s s .  T i t l e  2 9 . 4 8  s e t t i n g  o u t  p r o c e d u r e s  

f o r  l o c a l  u t i l i t y  r e g u l a t i o n  a p p l y  t o  h o m e  r u l e  m u n i c i p a l i t i e s  ( E x h i b i t  J ) ,  a n d  

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

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

h i s  T H R E A  D e c i s i o n .  A d d i t i o n a l l y ,  t h e  w o r k  o f  t h e  A n c h o r a g e  I n t e r i m  U t i l i t i e s  

C o m m i s s i o n  s h o u l d  b e  c o n s i d e r e d .  T h i s  c o m m i s s i o n  w a s  e s t a b l i s h e d  i n  t h e  C h a r t e r  

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

h a s  j u s t  b e e n  s u b m i t t e d  f o r  A s s e m b l y  c o n s i d e r a t i o n  ( E x h i b i t  K ) .

I .  T h i s  M a t t e r  I s  N o t  O f  I n t e r e s t  T o  A n c h o r a g e  A l o n e .  T e s t i m o n y  f r o m  C o m m i s s i o n e r  

S t e r l i n g  G a l l a g h e r  s h o w e d  t h e  s t a t e w i d e  e f f e c t  o f  P U C  e n c r o a c h m e n t s  o n  t h e  

d e c i s i o n - m a k i n g  p r e r o g a t i v e s  o f  m u n i c i p a l  u t i l i t i e s .  P U C  r e c e n t l y  p r o p o s e d  r e g u l a t i o n  

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

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

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

o f  P U C  r e g u l a t i o n  o f  t h e i r  a f f a i r s  ( E x h i b i t  L ) .  I t  s h o u l d  b e  n o t e d  t h a t  t h e  P U C  h a s  

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

o t h e r  A l a s k a  m u n i c i p a l i t i e s  r e m a i n  r e l e v a n t  ( E x h i b i t  M ) .

C O N C L U S I O N

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

h a s  c a u s e d  f r u s t r a t i o n  a n d  w a s t e .  C o n t i n u e d  r e g u l a t i o n  w i l l  d a m a g e  t h e  s t a n d i n g  

o f  A n c h o r a g e  a n d  a l l  o t h e r  A l a s k a  u t i l i t i e s  i n  t h e  b o n d  m a r k e t .  W e  a s k  t h e  

L e g i s l a t u r e  t o  r e s o l v e  t h e  p r o b l e m  b y  e n a c t i n g  S B  2 5 9 .



M U N I C I P A L I T Y  

S T A T E M E N T  IN

E x h i b i t  "A" 

E x h i b i t  "B" 

E x h i b i t  "C" 

E x h i b i t  " D” 

E x h i b i t  "E" 

E x h i b i t  "F" 

E x h i b i t  "G" 

E x h i b i t  "H" 

E x h i b i t  "I" 

E x h i b i t  "J"

E x h i b i t  "K"

E x h i b i t  "L"

E x h i b i t  "M"

- S c h e d u l e  o f  P a y m e n t s  In L i e u  O f  T a x e s  

(1-7) - S t a t u s  o f  R a t e  C a s e s

(1-5) - S t a t e m e n t  o f  T h o m a s  R. St a h r ,  M a n a g e r  M L & P  

(1-3) - S u m m a r y  o f  R a t e  C a s e  E x p e n s e s

- S u m m a r y  of  L e g a l  C o s t s  f o r  A P U C  M a t t e r s  - S i x  M o n t h s

- E x c e r p t  f r o m  P U C  O r d e r  r e  A t t o r n e y ' s  F e e s

- T a b l e  of  S t a t e  R e g u l a t i o n  of M u n i c i p a l  U t i l i t i e s

(1-2) - S u m m a r y  of  M u n i c i p a l i t y  I t e m  B e f o r e  A P U C

’■-4) - E x c e r p t  f r o m  t e s t i m o n y  o f  S t e r l i n g  G a l l a g h e r

(1-2) - E x c e r p t  f r o m  T i t l e  29 r e g a r d i n g  M u n i c i p a l  
U t i l i t y  R a t e  P r o c e d u r e s

- T r a n s m i s s i o n  l e t t e r  f r o m  J a m e s  H e n d e r s h o t t ,  C h a i r m a n  
I n t e r i m  U t i l i t y  C o m m i s s i o n

(1-9) - L e t t e r s  f r o m  V a r i o u s  M u n i c i p a l i t i e s  in 
R e s p o n s e  t o  P r o p o s e d  A P U C  R e g u l a t i o n

(1-2) - P r o p o s e d  A P U C  B i l l  E x t e n d i n g  P U C  C o n t r o l  
o v e r  B o n d i n g  o f  M u n i c i p a l  U t i l i t i e s

OF ANCHORAGE

SUPPORT OF SB 259

I N D E X  O F  E X H I B I T S



A N C H O R A G E  T E L E P H O N E  U T I L I T Y  

S c h e d u l e  o f  P a y m e n t s  In L i e u  o f  T a x e s / C o n t r i b u t i o n s  
__________to G e n e r a l  F u n d  F o r  Y e a r s  1971 - 1982

C o n t r i b u t i o n s  to 
P a y m e n t  in L i e u  C i t y  of A n c h o r a g e

Y e a r o f  T a x e s G e n e r a l  F u n d T o t a l

1 9 7 1 3 6 5 , 1 0 5 4 0 1 , 9 9 0 7 6 7 , 0 9 5

1 9 7 2 5 0 2 , 1 0 4 4 7 7 , 4 4 2 9 7 9 , 5 4 6

197 3 5 9 1 , 3 2 4 4 7 5 , 6 7 2 1 , 0 6 6 , 9 9 6

1974 --- 1 , 1 0 2 , 4 0 0 1 , 1 0 2 , 4 0 0

19 75 i h-
» 

►—
1

O -C
w

O 1 , 1 1 7 , 0 4 0

197 6 4 4 2 , 6 9 6 # 5 4 9 , 9 3 0 # # 9 9 2 , 6 2 6

1977 1 , 7 8 7 , 0 0 0 * 1 , 2 4 3 , 0 0 0 * * 3 , 0 3 0 , 0 0 0

1 9 7 8 1 , 9 4 6 , 0 0 0 * 1 , 2 0 9 , 0 0 0 * * 3 , 1 5 5 , 0 0 0

1 9 7 9 2 , 0 9 7 , 0 0 0 * 1 , 2 8 5 , 0 0 0 * * 3 , 3 8 2 , 0 0 0

19 8 0 2 , 2 2 2 , 0 0 0 * 1 , 3 2 3 , 0 0 0 * * 3 , 5 4 5 , 0 0 0

1981 2 , 3 4 5 , 0 0 0 * 1 , 3 9 8 , 0 0 0 * * 3 , 7 4 3 , 0 0 0

1 982 2 , 4 4 3 , 0 0 0 * 1 , 4 3 1 , 0 0 0 * * 3 , 8 7 4 , 0 0 0

r O n e - q u a r t e r  y e a r  o n l y  

S S R e s t r i c t e d  1/2 y e a r  p e r  U - 7 6 - 6 ( 6 )

* A t  1 8 . 6 3  m i l l s

** 40% p a y o u t  of r e t u r n  o n  a c t u al e q u i t y  a l l o w e d
b y  A P U C  U — 7 C — 6 (12). A s s u m e s  Ful ly a u t h o r i z e d

r a t e  of r e t u r n  is a c t u a l l y  e a r n e d  by ATU.

E X H I B I T  "A"



&wnjs o-;f v: camk::

Mo;; i i; .del' o 1 I 9 , {

Archor . Telephone utility

Assuming toll settlement r.evptJalIonr. with KOA are relatively 

successful, additional Increases to .local subscriber revenue 
will not ba necessary tills year. In-depth reviews of revenue 
requirements should be :naa; at least every six (6) months, 
immediately after’ the audit is available arid prior to y«ar-cnd.

Manic inn1 LL'iVt a. ;i Power

All hough 
year, the

a request for rate adjustment Is not planned for this 
re arc two (2) factors that could make one necessary:

]_ Any substantial increase t.o 
natural gas costs.

■ i it i.ubst.ii it i n dr* •; > m  .niV.i1J1 
sales resulting :'t•• tin: warm 
Wi:iter. ML;ice reVe;: 4e IV|> *tS 
ivive not been available this 
year, the impact can not bo 
■ rojecteu.

A ras’v ix
roVeili ie,

l’uctur.in : heard: d>at will not have an impact on 
is scheduled for Ap.il 2b, 1977.

A . 'j Witer' Ub.i liiy

As soon a:: lire 197a audit is complete, a detail review must bo 
tado, with the possibility lirat now rate revisions may have to 
ov' fi led thl a year. An interJjii request nay bo required following.1. *be** . .eu tlei.icat .j •

Anchorage d . :• Utility - Ida'io Mlvor

n:i * e.'.*4.i itmrcituw o . ..bv.4v.io lic/> 4tciVKjij**ttir^bOiU1* 1 v.ril be tried 
c;. ivcvh lb, 1977- i'ei’.itanoiit rate restrucUu'lrig and revenue 
requirement; will be completed as soon as accounting records 
ceoosue available •

e x h i b i t  "B" - p a g e  1 o f



STATUS OF RA'i'K CASES 
Remainder of 1977

page 2 •

Anchorage Sewer Utility - SA JI0

As soon as the 1976 audit is available, a complete 
revenue requirement and cost of service study must 
be initiated. A filing with the APUC should be made 

by August.

Anchorage Sewer Utility - Girdwood

The rate filing is scheduled for August.

EMU

3 / V 7 7

e x h i b i t  "B" - p a g e  2 o f  7



RATE CASE HISTORY

Municipal Light and Power

Erior to July, 197*3, Municipal Light and Power had never* applied for 
a rate increase IVoin either the APUC or the City Council. There had, 
however, been certain rate reductions implemented several years ago.

1575 

June 24 Tire first interim increase of 13• 75% was requested 
for increased natural gas and labor costs.

July 3 

October 13 

October 21

The APUC granted the 15*752 increase.

A request was filed for an interim increase to 29*722.

At a APUC nearing, an oral request was made to increase 
the interim request from 29*722 to 31*12.

October 23 The APUC granted a 29-722 increase over original rates.

October 23 A request was filed for an overall increase of 51*752.

1976

January 19 The APUC denied the 51*752 request, however, a 31*12 
overall increase was granted. The difference reflected 
tixc amount required for bond coverage.

February 25 MLiP petitioned for reconsideration of 51*752 rate 
denial. The AFUC failed to act on the petition.

March 12 MLiP filed for a Permanent Injunction in the Superior 

Court for 51*752 rate.

April 20 The Superior Court granted permanent injunction.

E X H IB IT  "B " -  page 3 o f



RATS CASE HISTORY 
Municipal Lij^ht arid Power

page 2

May 11 The APUC appealed to the Supreme Court

May 21 MIi&P filed permanent rate request for $5,253,437
or an overall 64.1*52.

June 11 The Supreme Court affirmed in part and reversed
in part the Superior Court decision.

August 5 The APUC set a revenue requirement hearing for
September 20, 1976, and a rate restructuring hearing 
for January 17, 1977.

September 3 The APUC denied staff request to reject ML&P filing.

September 20 A public hearing was held on Permanent 64.452 rate.

October 25 The APUC granted 52.392 Perm;rent Increase. The
reduction from requested 64.452 was primarily due 
to the APUC revision to depreciation rates and an 
assumed equity of 70/30 rather than 60/40. The 
denied portion amounted to approximately 31,000,000.

December 22 KL&P requested, and was granted a continuance on
the rate restructuring hearing frcm January 17, 1977, 
to April 25, 1977-
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RATE CASE HISTORY

Ar.chox'age Water Utility

Prior to 1976, the Anchorage Water Utility had received an increase 
from the City Council of approximately 20$ in 1970.

1976

February 10 An interim rate request was filed using a September 30,
1975 Test Year. The revenue requirement was $1,156,922 
(excluding $331,000 fire protection) or 35.91$.

March 26 The APUC allowed $32,214 (excluding $331,000 fire
protection) or about 1$ increase. Interfunds 
totaling $554,250 were excluded.

April 7 A’/AJ filed petition for reconsideration

April 23 APUC allowed interfunds of $554,250, bringing interim
Increase to 15.96$.

May 7 APUC allowed additional revenue of $140,037 for bond
coverage requirements. The total interim revenue at 
this point was $726,501 or about 22$.

July 15 A [XMmonont rate increase of 73$ was filed, using
a 1975 test year. Approximate revenue requirement 
of $2,474,600.

\

October 20 At prehearing conference, APUC allowed increase in
interim rate to 54.6$.

1977

January 15 A tearing was held on permanent rate of 73$.

E X H IB IT  "B ” -  page  5 o f



i

RATE CASE HISTORY 
Anchorage Water Utility

page 2 .

March 1 A Penranent rate increase of 5l.*lJS was allowed, resulting
in increased revepue of $1,7*12,*151. Reasons for decrease:

* APUC did not allow CIP in rate base

« APUC did not allow depreciation on 
contributed plant

* APUC allowed 70/30, rather than 65/35
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RATS CASE HIS'PJRY 

Anchorage Telephone Utility

Other than certain selective rate r. visions, A'iU tod not received a 
general rate increase since 1961.

m i

December *i Piled a Permanent ! Interim rate increase showing
a •>3,901,693 dofic . icy (approxirrately 30% over 197  ̂
subscriber revenue) based on a 197*1 Test Year. APUC 
suspended the permanent request as being incomplete.

-;‘f u

March 19 APUC craiited an interim increase or $1,127,032
(approximately 950 > but disallowed all interi'und 
charges totaling $1,290,033.

March 30 Alii appealed to the Superior Court that APUC acted
uireasonably. The Superior Court granted tto appeal.

April 9 APUC allowed inclusion oi’ interi’unds in interim rate.
The total revenue increase allowed was $2, *117,120.

toy 17 Ponranent rate was filed using a 1979 Test Year.
Request Revenue Requirement of $2,107,72*1.

July 1*1 A Revenue Requirement of $1,036,893 or 6.835? was
conditionally granted (later corrected to 6.9355).

M l
Pebruary 17 The APUC reduced Revenue Requirement to $1,012,756 or

6.55/5. The reduction included recalculation of MUSA 
and disallowance of certain rate case expenses.

ATU will usi: for reeonsideration of reduction, citing 
Increased i'i-RW I Yd:. benefits and non-rep re seated
five percent (5/5) salary inciivises.



TO: T h e  H o n o r a b l e  J o s e p h  C r s i n i ,  C h a i r m a n  
S e n a t e  C o m m u n i t y  & R e g i o n a l  A f f a i r s  C o m m i t t e e

FROM: T h o m a s  R. Stahr, M u n i c i p a l  L i g h t  & P o w e r  M a n a g e r

S U B J E C T :  S u m m a r y  o f  R e p o r t  o n  C o s t  I m p a c t  o f  A P U C  R e g u l a t i o n
O n  M L & P  C o n s u m e r s

T h e  a t t a c h e d  r e p o r t  d e t a i l s  t h e  c o s t s  a n d  s a v i n g s  to M L & P  c u s t o m e r s  
w h i c h  a r e  e n g e n d e r e d  by  A P U C  r e g u l a t i o n .  P r i m a r i l y  it d e a l s  w i t h  
t h e  c o s t  i m p a c t  o f  d e l a y s  in t h e  c o n s t r u c t i o n  o f  o u r  w a s t e  h e a t  
g e n e r a t i n g  p l a n t .  T h e s e  d e l a y s  w e r e  c a u s e d  b y  o u r  i n a b i l i t y  to 
s e l l  r e v e n u e  b o n d s  u n t i l  r a t e s  a n d  r e g u l a t o r y  r u l i n g s  w o u l d  
p e r m i t  r e v e n u e  b o n d  sales. T h e  s a l i e n t  p o i n t s  of  the r e p o r t  a r e  
as f o l l o w s ;

R e g u l a t o r y  d e l a y  in i n c r e a s i n g  r a t e s  r e s u l t e d  in d i r e c t  
s a v i n g s  t o  c o n s u m e r s  o f  $ 1 , 7 9 0 , 4 9 0 .

F i n a n c i n g  d e l a y s  r e l a t e d  t o  r a t e s  a n d  A P U C  r u l i n g s  h a v e  
d e l a y e d  t h e  o n  l i n e  d a t e  for w a s t e  h e a t  u t i l i z a t i o n  t w o  
y e a r s .  T h i s  w i l l  i n c r e a s e  n a t u r a l  g a s  c o n s u m p t i o n  4.5 
b i l l i o n  c u b i c  f e e t  a n d  i n c r e a s e  f u e l  c o s t s  $ 2 , 9 9 2 , 9 5 0 .

T h e  g a s  l o s t  b e c a u s e  of r e g u l a t o r y  d e l a y s  w o u l d  h a v e  
b e e n  s u f f i c i e n t  to h e a t  n e a r l y  a l l  A n c h o r a g e  h o m e s  for 
o n e  year.

T h e  c o n s t r u c t i o n  d e l a y s  w i l l  r e s u l t  in i n c r e a s e d  p l a n t  
c o s t s  o f  $ 5 , 0 0 0 , 0 0 0  p r i n c i p a l l y  d u e  to p r i c e  e s c a l a t i o n  
a n d  c a p i t a l i z e d  i n t e r e s t .  T h i s  c o s t  i n c r e a s e  w i l l  
r e q u i r e  $ 8 , 9 5 0 , 0 0 0  a d d i t i o n a l  in p r i n c i p a l  a n d  i n t e r e s t  
p a y m e n t s  o v e r  t h e  l i f e  o f  t h e  plant.

F o r  e v e r y  d o l l a r  o u r  c u s t o m e r s  s a v e d  b e c a u s e  of d e l a y e d  
r a t e  i n c r e a s e s ,  t h e y  w i l l  h a v e  to p a y  $ 6 . 6 5  in the 
f u t u r e  t o  p a y  f o r  n a t u r a l  g a s  w a s t e d  a n d  m a t e r i a l  c o s t  
e s c a l a t i o n s  c a u s e d  b y  the s a m e  delay.

If o n e  c o n s i d e r s  t h e  l i k e l y  f u t u r e  c o s t  o *  r e p l a c i n g  the e x t r a  
n a t u r a l  g a s  c o n s u m e d  e a c h  d o l l a r  s a v i n g  b e c a u s e  of  d e l a y e d  r a t e  
i n c r e a s e s  w i l l  u l t i m a t e l y  c o s t  o u r  c u s t o m e r s  $19.18.

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

T h o m a s  R. Stahr, M a n a g e r  
M u n i c i p a l  L i g h t  & P o w e r  
M u n i c i p a l i t y  of  A n c h o r a g e

T R S :g m l
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I N C R E A S E D  C O S T S  T O  M L & P  C U S T O M E R S  
B E C A U S E  O F  R E G U L A T I O N  B Y  A P U C

T h e  d i r e c t  c o s t s  o f  r e g u l a t i o n  s u c h  as r a t e  c a s e  e x p e n s e s ,  c o s t s  
o f  s p e c i a l  s t u d i e s  a n d  c o s t s  i n c u r r e d  b y  the r e g u l a t o r y  a g e n c y  
a r e  i n  g e n e r a l  o n l y  t h e  m i n o r  p a r t  o f  t h e  t o t a l  c o s t s  t h e  c o n s u m e r s  
m u s t  b e a r  b e c a u s e  o f  r e g u l a t i o n  b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s  
C o m m i s s i o n .  L i k e  a n  i c e b e r g ,  t h e  b u l k  o f  t h e  p r o b l e m  is s u b m e r g e d  
a n d  n o t  a s c e r t a i n e d  b y  c a s u a l  s c r u t i n y .

M L & P  has, in m y  o p i n i o n ,  b e e n  q u i t e  s u c c e s s f u l  i n  m i n i m i z i n g  
d i r e c t  r e g u l a t o r y  c o s t s ,  b u t  d e s p i t e  o u r  b e s t  e f f o r t s  a n d  s u b s t a n t i a l  
h e l p  f r o m  t h e  f o r m e r  C i t y  of  A n c h o r a g e ,  w e  h a v e  b e e n  u n a b l e  to 
p r e v e n t  m u l t i m i l l i o n  d o l l a r  c o s t  i n c r e a s e s ,  w h i c h  o u r  c u s t o m e r s  
m u s t  u l t i m a t e l y  b e ar, a n d  t h e  u t i l i t y  h a s  b e e n  f o r c e d  t o  w a s t e  
s u b s t a n t i a l  a m o u n t s  o f  n a t u r a l  g a s  w h i c h  c a n  n e v e r  b e  r e p l a c e d  
a n d  m u s t  b e  p a i d  f o r  b y  o u r  c u s t o m e r s .  B o t h  o f  t h e s e  p r o b l e m s  
a r e  d i r e c t l y  d u e  to b e i n g  r e g u l a t e d  by t h e  APUC.

B A C K G R O U N D

In 1973, t h e  C i t y  C o u n c i l  o f  the f o r m e r  C i t y  o f  A n c h o r a g e  d e t e r m i n e d  
it w o u l d  b e  in t h e  b e s t  p u b l i c  i n t e r e s t  to c o n s t r u c t  a c o m b i n e d  
c y c l e  p o w e r  p l a n t  (i.e., u t i l i z e  w a s t e  h e a t  for p o w e r  g e n e r a t i o n )  
a n d  u t i l i z e  the l o w  l e v e l  w a s t e  h e a t  (i.e., a p p r o x i m a t e l y  80°F) 
f r o m  t h i s  p l a n t  to h e a t  t h e  m u n i c i p a l  w a t e r  s u p p l y  as r e q u i r e d  to 
p r e v e n t  f r e e z i n g  p r o b l e m s .  C e r t a i n l y  the e m e r g i n g  e n e r g y  c r i s i s  
h a s  d e m o n s t r a t e d  t h e  w i s d o m  of  t h i s  d e c i s i o n .  F i n a n c i n g  l i m i t a t i o n s  
p r e c l u d e d  t h e  a w a r d  o f  a t u r n k e y  c o n t r a c t  w h i c h  w o u l d  r e q u i r e  
f r o n t  e n d  f u n d i n g .  T h u s  p r o c u r e m e n t  o n  a p i e c e m e a l .b a s i s  w a s  the 
n e x t  b e s t  a l t e r n a t i v e .  T h e  f i r s t  g a s  t u r b i n e  w a s  o r d e r e d  in 1973 
a n d  t h e  w a s t e  h e a t  t u r b i n e - g e n e r a t o r  a n d  b o i l e r  w e r e  o r d e r e d  in 
e a r l y  1974, a n d  s c h e d u l e d  c o m p l e t i o n  (first w a s t e  h e a t  g e n e r a t i o n )  
w a s  f o r  m i d  1976.

In D e c e m b e r  of 1974, a b o n d  s a l e  w a s  h e l d  to o b t a i n  a n  a d d i t i o n a l  
$ 6 , 0 0 0 , 0 0 0 ,  p r i m a r i l y  f o r  c o n t i n u i n g  t h i s  p r o j e c t .  D u e  to the 
i m p e n d i n g  N e w  Y o r k  d e f a u l t  e x t r e m e l y  h i g h  i n t e r e s t  r a t e s  w e r e  
bid, a d d i t i o n a l l y ,  w e  w e r e  a d v i s e d  t h a t  s u b s t a n t i a l  i n c r e a s e s  in 
t h e  c o s t  o f  n a t u r a l  g a s  f u e l  w o u l d  o c c u r  t h e  f o l l o w i n g  year.
B a s e d  o n  t h e s e  f a c t o r s ,  i t  w a s  n o t  p r u d e n t  t o  i n c r e a s e  o u r  d e b t  
u n t i l  w e  c o u l d  b e  r e a s o n a b l y  c e r t a i n  of  s u f f i c i e n t  i n c o m e  to 
r e p a y  it a n d  m e e t  t h e  b o n d  c o v e n a n t s .  A t  th i s  time, t h e  e x a c t  
a m o u n t  o f  the f u e l  i n c r e a s e  w a s  n o t  k n o w n  so it w a s  n o t  p o s s i b l e  
to m e e t  t h e  r e g u l a t o r y  t e s t  of  " k n o w n  a n d  m e a s u r a b l e , "  n e v e r t h e­
less, n o t  t o  i n c l u d e  a r e a s o n a b l e  e s t i m a t e  of t h e  e f f e c t  of the 
a n t i c i p a t e d  f u e l  i n c r e a s e  in t h e  p r o j e c t e d  i n c o m e  a v a i l a b l e  for 
b o n d  d e b t  s e r v i c e  w o u l d  b e  h i g h l y  i m p r o p e r .  T hus, w e  w e r e  e f f e c t i v e l y  
in a r e g u l a t o r y  " C a t c h  22" p o s i t i o n  w h e r e  w e  c o u l d  n o t  s e l l  b o n d s  
w i t h o u t  a r a t e  i n c r e a s e  o r  s o m e  a s s u r a n c e  i n c r e a s e d  f u e l  c o s t s  
w o u l d  n o t  e r r o d e  t h e  a l r e a d y  m i n i m a l  a m o u n t s  a v a i l a b l e  for d e b t  
s e r v i c e  c o v e r a g e  a n d  w e  c o u l d  n o t  r e q u e s t  a r a t e  i n c r e a s e  b a s e d  
o n  c o s t  i n c r e a s e s  w h i c h  w e r e  n o t  " k n o w n  a n d  m e a s u r a b l e . "  O n  
A p r i l  20, 1975, w e  f i l e d  f o r  a f u e l  a d j u s t m e n t  c l a u s e  b e c a u s e  
h a v i n g  s u c h  a c l a u s e  i n  o u r  t a r i f f  w o u l d  a l l o w  us to s e l l  e n o u g h  
b o n ^ s  to k e e p  t h e  w a s t e  h e a t  p r o j e c t  on  s c h e d u l e .  T h i s  m o v e  w a s  
u n s u c c e s s f u l  b e c a u s e  v a l i d a t e d  t a r i f f  s h e e t s  i n c o r p o r a t i n g  a fuel 
a d j u s t m e n t  c l a u s e  w e r e  n o t  i s s u e d  by  t h e  A P U C  u n t i l  D e c e m b e r  27,
1976.

On  J u l y  16, 1975, w e  o b t a i n e d  s o m e  i n t e r i m  r a t e  r e l i e f  t h o u g h  it 
w a s  n o t  s u f f i c i e n t  t o  s e l l  b o n d s .  T o  h e l p  k e e p  the w a s t e  h e a t
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p r o j e c t  g o i n g  (not o n  s c h e d u l e  t h o ugh) a n d  p r o v i d e  f u n d s  f o r  m u c h  
n e e d e d  s y s t e m  r e i n f o r c e m e n t s  t h e  C i t y  o f  A n c h o r a g e  m a d e  4.5 
m i l l i o n  d o l l a r s  a v a i l a b l e  t o  M L & P  b y  m e a n s  o f  s h o r t  t e r m  loans.
T h i s  w a s  d o n e  o n l y  a f t e r  w a  h a d  b e e n  a b l e  t o  o b t a i n  o n l y  $ 6 0 0 , 0 0 0  
in s h o r t  t e r m  b a n k  f i n a n c i n g .  In t h e  l a t t e r  p a r t  o f  1 9 7 5  a d d i t i o n a l  
i n t e r i m  i n c r e a s e s  g r a n t e d  w e r e  s u f f i c i e n t  f o r  a b o n d  s a l e  b u t  t h e  
o r d e r  c o n t a i n e d  l a n g u a g e  t o  t h e  e f f e c t  t h a t  t h e  A P U C  w a s  n o t  
c o m p e l l e d  to  h o n o r  o u r  b o n d  c o v e n a n t s .  T h i s  p r e v e n t e d  m u n i c i p a l  
r e v e n u e  b o n d  s a l e s  b y  a n y  r e g u l a t e d  m u n i c i p a l  u t i l i t y .  T h i s  
p r o b l e m  w a s ,  o f  c o u r s e ,  r e c t i f i e d  b y  t h e  c o u r t s ,  b u t  b y  t h i s  t i m e  
t h e  w a s t e  h e a t  g e n e r a t i n g  p r o j e c t  w a s  i r r e v o c a b l y  d e l a y e d .
A d d i t i o n a l l y ,  M L & P  s u f f e r e d  a l o s s  o f  $ 7 3 , 5 6 9  f o r  1975 a n d  w a s  in 
t e c h n i c a l  d e f a u l t  b e c a u s e  o u r  a c t u a l  d e b t  s e r v i c e  c o v e r a g e  w a s  
b e l o w  t h e  r e q u i r e d  1.4.

O n  J u l y  1, 1976, M L & P  s o l d  10 m i l l i o n  in r e v e n u e  b o n d s .  T h i s  
a l l o w e d  us to r e p a y  t h e  5 . 1  m i l l i o n  in s h o r t  t e r m  not e s ,  f i n a n c e  
t h e  c u r r e n t  y e a r s  d i s t r i b u t i o n  s y s t e m  i m p r o v e m e n t s  a n d  i s s u e  a 
f e w  m o r e  c o n t r a c t s  o n  t h e  w a s t e  h e a t  p r o j e c t .  By  t h i s  t i m e  
e s c a l a t i o n  h a d  b e g u n  t o  s e r i o u s l y  i m p a c t  o n  t h e  w a s t e  h e a t  p r o j e c t  
a n d  c o s t  e s t i m a t e s  h a d  to b e  r e v i s e d  u p w a r d s .  It w a s  a l s o  n e c e s s a r y  
t o  p a y  f o r  t h e  d i s t r i b u t i o n  m a t e r i a l  w h i c h  h a d  to  b e  o r d e r e d  for 
t h e  1 9 7 7  c o n s t r u c t i o n  s e a s o n  so t h e r e  w e r e  n o t  s u f f i c i e n t  f u n d s  
a v a i l a b l e  t o  c o m p l e t e  t h e  w a s t e  h e a t  p l a n t .  T h e  p e r m a n e n t  r a t e  
i n c r e a s e s  g r a n t e d  o n  O c t o b e r  26, 1976, p r o v i d e d  s u f f i c i e n t  c o v e r a g e  
so t h a t  o n  F e b r u a r y  22, 1 9 7 7  a n  a d d i t i o n a l  9 m i l l i o n  in b o n d s  
c o u l d  b e  sold. T h i s  d o e s  p r o v i d e  s u f f i c i e n t  f u n d s  to c o v e r  t h e  
n o w  e s c a l a t e d  c o s t  o f  t h i s  p r o j e c t .

D i r e c t  C o s t  T o  C o n s u m e r s  D u e  T o  D e l a y .

T h e  w a s t e  h e a t  g e n e r a t i n g  p l a n t  w i l l  s i g n i f i c a n t l y  r e d u c e  t h e  
a m o u n t  o f  f u e l  w h i c h  m u s t  b e  c o n s u m e d  to g e n e r a t e  e l e c t r i c  e n e r g y .  
O r i g i n a l l y  t h e  f i r s t  p h a s e  o f  t h i s  p r o j e c t  w a s  s c h e d u l e d  to b e  o n  
l i n e  in m i d  1976. W i t h o u t  f i n a n c i n g  d e l a y s  t h i s  d a t e  c o u l d  h a v e  
b e e n  a c h i e v e d .  It n o w  a p p e a r s  t h a t  m i d  1 9 7 8  is t h e  e a r l i e s t  on  
l i n e  d a t e  p o s s i b l e ,  t h u s  it  h a s  b e e n  d e l a y e d  t w o  y e a r s .  T h e  
i n i t i a l  p h a s e  o f  t h e  p r o j e c t  w i l l  s a v e  1 , 5 0 0 , 0 0 0  M C F  of g a s  e a c h  
y e ar, w i t h o u t  t h e  p l a n t  t h i s  a d d i t i o n a l  g a s  m u s t  b e  b u r n t  to 
s u p p l y  e x i s t i n g  load. T h u s  t h e  t w o  y e a r  d e l a y  m e a n s  3 , 0 0 0 , 0 0 0  
M C F  o f  g a s  w i l l  be  c o n s u m e d  w h i c h  c o u l d  h a v e  b e e n  s a v e d  b y  t h e  
w a s t e  h e a t  p l a n t .

A d d i t i o n a l l y ,  t h e  s e c o n d  p h a s e  of t h e  p l a n t  w h i c h  w i l l  i n c r e a s e  
t h e  g a s  s a v i n g  p o t e n t i a l  u p  to 3 , 0 0 0 , 0 0 0  M C F  p e r  y e a r  w i l l  b e  
c o n s e q u e n t i a l l y  d e l a y e d  a t  l e a s t  o n e  y e ar. T h i s  l a t t e r  f a c t o r  
w i l l  r e s u l t  in a n o t h e r  1 , 5 0 0 , 0 0 0  M C F  s a v i n g  b e i n g  lost. T h us, 
t h e  t o t a l  g a s  w a s t e d  w i l l  b e  f o u r  a n d  o n e - h a l f  b i l l i o n  c u b i c  
feet. I t  is i n t e r e s t i n g  t o  n o t e  t h a t  t h i s  is 97% of the t o t a l  
a m o u n t  o f  --as u s e d  t o  h e a t  A n c h o r a g e  h o m e s  d u r i n g  1974. MI.&P 
r a t e  p a y e r s  w i l l  c u r r e n t l y  p a y  for t h i s  g a s  in t h e i r  r a t e s  a n d  a t  
o u r  p r e s e n t  c o s t  o f  gas, t h i s  w i l l  a m o u n t  t o  $ 2 , 9 9 2 , 9 5 0 .  T h u s  
t h e  i m m e d i a t e  c o s t  o f  t h e  d e l a y s  e n g e n d e r e d  b y  t h e  A P U C  w i l l  h a v e  
an i m m e d i a t e  c o s t  i m p a c t  to A n c h o r a g e  c o n s u m e r s  o f  a p p r o x i m a t e l y  
t h r e e  m i l l i o n  d o l l a r s .  O n e  c a n  o n l y  s p e c u l a t e  w h a t  the a d d i t i o n a l  
c o s t  to a l l  g a s  c o n s u m e r s  w i l l  b e  in t h e  m i d  1 9 8 0 ' s  w h e n  t h e  f o u r  
a n d  o n e - h a l f  b i l l i o n  c u b i c  f e e t  o f  l o s t  r e s e r v e s  m u s t  b e  r e p l a c e d  
at t h e  t h e n  c u r r e n t  pr i c e .

L o n g  T e r m  C o s t  T o  C o n s u m e r s  D u e  T o  D e l a y .

O r i g i n a l l y  t h e  w a s t e  h e a t  r e c o v e r y  p l a n t  w a s  e s t i m a t e d  t o  c o s t  
7.5 m i l l i o n  d o l l a r s  p l u s  e n g i n e e r i n g .  T o  d a t e  c o s t s  h a v e  e x c e e d e d  
e s t i m a t e s  b y  6% o v e r  all, b u t  the o v e r r u n  t r e n d  is r a p i d l y  a c c e l e r a t i n g .  
O n  t h e  f i r s t  t h r e e  b i d s  a c t u a l  c o s t s  w e r e  5% b e l o w  e s t i m a t e ,  o n
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t h e  n e x t  e i g h t  c o s t  e x c e e d e d  e s t i m a t e s  b y  33% a n d  o n  the last 
t w o  i t e m s  b i d  c o s t s  e x c e e d e d  e s t i m a t e s  b y  48%. A d d i t i o n a l l y ,  the 
d e l a y s  h a v e  i n c r e a s e d  c a p i t a l i z e d  i n t e r e s t ,  a n d  e n g i n e e r i n g  c o s t s  
h a v e  i n c r e a s e d  s e v e r a l  h u n d r e d  t h o u s a n d  d o l l a r s .  O v e r a l l  c o s t  
i n c r e a s e s  d u e  to  d e l a y s  w i l l  b e  in t h e  o r d e r  of  t h r e e  m i l l i o n  
d o l l a r s .

T h e  s e c o n d  p h a s e  o f  t h e  p r o j e c t  h a s  e s c a l a t e d  e v e n  more. T h e  
f i r s t  g a s  t u r b i n e  a n d  w a s t e  h e a t  b o i l e r  c o s t  a p p r o x i m a t e l y  5.5 
m i l l i o n  i n s t a l l e d ,  t h e  s e c o n d  u n i t s  a.re n o w  e s t i m a t e d  a t  10 
m i l l i o n  i n s t a l l e d .  W h i l e  t h e  o r i g i n a l  s c h e d u l e  w o u l d  h a v e  
a l l o w e d  f o r  s o m e  d e l a y  i n  i n s t a l l i n g  t h e  s e c o n d  p h a s e  of th i s  
p r o j e c t ,  t h e r e  is n o  q u e s t i o n  b u t  t h a t  a t  l e a s t  t w o  m i l l i o n  
a d d i t i o n a l  c o s t  h a s  b e e n  e n g e n d e r e d  b y  A P U C  r e l a t e d  delays.
T h u s ,  c o n s i d e r i n g  x n a n c i n g  costs, o u r  c o n s u m e r s  w i l l  p a y  a p p r o x i m a t e l y  
9 m i l l i o n  d o l l a r s  m o r e  o v e r  t h e  li f e  o f  this p l a n t  for c o s t  
e s c a l a t i o n .

F u t u r e  C o s t s  F r o m  R e g u l a t i o n .

It is b e c o m i n g  i n c r e a s i n g l y  c l e a r  t h a t  f u t u r e  p o w e r  s o u r c e s  m u s t  
b e  f r o m  h y d r o  o r  coal. E c o n o m i c  s t u d i e s  w e  h a v e  m a d e  s h o w  t h a t  
a r e a s  w h i c h  r e l y  o n  c o a l  a s  t h e i r  p r i n c i p a l  e n e r g y  s o u r c e  h a v e  
r e t a i l  r a t e s  a p p r o x i m a t e l y  t w i c e  as h i g h  as a r e a s  w h i c h  r e l y  
p r i n c i p a l l y  o n  h y d r o .  H y d r o  p l a n t s  a r e  g e n e r a l l y  a t  l e a s t  t w i c e  
as e x p e n s i v e  as  c o a l  b u r n i n g  p l a n t s  o n  a f i r s t  c o s t  basis. E v e n  
c o a l  b u r n i n g  p l a n t s  c o s t  f o u r  t o  fi v e  t i m e s  t h e  c o s t  o f  s i m p l e  
c y c l e  g a s  t u r b i n e  p l a n t s .  T h e r e f o r e ,  it is c l e a r  t h a t  f u t u r e  
i n v e s t m e n t s  for p o w e r  g e n e r a t i o n  w i l l  b e  fi v e  to t e n  t i m e s  h i g h e r  
t h a n  t h e  c u r r e n t  c o s t  o f  g a s  t u r b i n e s .  U n d e r  r a t e  of r e t u r n  
r e g u l a t i o n  c u r r e n t l y  i n  v o g u e  a t  the A P UC, it w i l l  be i m p o s s i b l e  
f o r  a n y  m a j o r  A l a s k a n  u t i l i t y  t o  f u n d  t h e  r e q u i r e d  p r o j e c t s  
b e c a u s e  e v e n  m i n i m a l  b o n d  c o v e r a g e  o n  t h e  d e b t  w o u l d  i m p l y  an 
e x c e s s i v e  r e t u r n  o n  e q u i t y .  U n l e s s  this r e g u l a t o r y  s t u m b l i n g  
b l o c k  c a n  be  r e m o v e d ,  A l a s k a n s  w i l l  b e  c o n d e m n e d  to e v e r y  i n c r e a s i n g  
e n e r g y  c o s t s  b e c a u s e  r e g u l a t o r y  c o n s t r a i n t s  w i l l  p r e c l u d e  the 
s e l e c t i o n  o f  t h e  l o w e s t  l i f e  c y c l e  c o s t  a l t e r n a t i v e s .  T h i s  w i l l  
a l s o  p l a c e  us in  o p p o s i t i o n  to n a t i o n a l  e n e r g y  c o n s e r v a t i o n  
p r o g r a m s .  O n e  b i l l  c u r r e n t l y  b e f o r e  C o n g r e s s  p r o p o s e s  a p e n a l t y  
t o  i n c r e a s e  t h e  c o s t  of n a t u r a l  g a s  u s e d  for p o w e r  g e n e r a t i o n  to 
$ 3 . 0 0  p e r  MCF.

I m m e d i a t e  C o n s u m e r  S a v i n g s  D u e  T o  R e g u l a t o r y  D e l a y .

T o  o f f s e t  the i n c r e a s e d  f u e l  a n d  l o n g  t e r m  co s t s ,  o u r  c o n s u m e r s  
m u s t  bear, it is o n l y  p r o p e r  t o  c o n s i d e r  the i m m e d i a t e  s a v i n g s  
t h e y  r e a l i z e d  f r o m  r e g u l a t o r y  delay. H a d  t h e  A P U C  n o t  b e e n  
i n v o l v e d ,  r a t e s  w o u l d  h a v e  b e e n  set to p r o v i d e  t h e  r e q u i r e d  d e b t  
s e r v i c e  c o v e r a g e .  F o r  1 9 7 8  t h i s  w o u l d  h a v e  b e e n  the r e q u i r e d  
c o v e r a g e  on  e x i s t i n g  d e b t  p l u s  t h e  a d d i t i o n a l  6 m i l l i o n  b o n d s  n o t  
s o l d  in l a t e  1974. F o r  1 9 7 6  t h e  r e q u i r e d  a m o u n t  w o u l d  be  for the 
t h e n  e x i s t i n g  d e b t  p l u s  t h a t  r e q u i r e d  for an a d d i t i o n a l  10 m i l l i o n  
e a r l y  i n  t h e  year. F o r  1977, t h e  f u n d s  r e q u i r e d  w o u l d  h a v e  b e e n  
l e s s  d u e  to the s a v i n g s  m a d e  b y  t i m e l y  c o n s t r u c t i o n .  Thus, no 
a d d i t i o n a l  r a t e  i n c r e a s e s  i n  19 7 7  w o u l d  h a v e  b e e n  r e q u i r e d  to 
m e e t  the o r i g i n a l  c o n s t r u c t i o n  sched u l e .

T o  h a v e  m a i n t a i n e d  a m i n i m u m  c o v e r a g e  of  1.6 t i m e s  d e b t  s e r v i c e  
a n d  s o l d  b o n d s  as  p r e v i o u s l y  n o t e d  w o u l d  h a v e  r e q u i r e d  an a d d i t i o n a l  
r e v e n u e  of $ 1 , 2 1 7 , 5 7 3  in 19 7 5  a n d  $ 5 7 2 , 9 1 7  in 1976. T h i s  w o u l d  
c o r r e s p o n d  to a 1 4 . 6 %  i n c r e a s e  in 1975 a n d  4. 8 %  in 1976 a b o v e  
t h a t  a c t u a l l y  r e c e i v e d .  In 19 7 7  c u r r e n t  r a t e s  w o u l d  suf f i c e .
T h u s ,  t h e  t o t a l  a m o u n t  s a v e d  t h e  r a t e  p a y e r s  w a s  $ 1 , 7 9 0 , 4 9 0 .

E X H I B I T  "C" - o a n P  4 o f  *



CONCLUSIONS

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

I n c r e a s e d  n a t u r a l  g a s  c o n s u m p t i o n  4 , 5 0 0 , 0 0 0  M C F

I n c r e a s e d  d e b t  s e r v i c e  to c o v e r  e s c a l a t i o n s
$ 5 , 0 0 0 , 0 0 0  p r i n c i p a l  a n d  3 , 9 5 0 , 0 0 0  i n t e r e s t *  = 8 , 9 5 0 , 0 0 0

C o s t  t o  r e p l a c e  4.5 B C F  g a s  r e s e r v e s  in 1 9 8 5
a t  7 / M C F  =  ______________

I m m e d i a t e  s a v i n g s  to c o n s u m e r s  d u e  to  d e l a y e d
r a t e  i n c r e a s e s  = 1 , 7 9 5 , 4 9 0

N e t  C o s t  t o  C o n s u m e r s  = $ 1 0 , 1 4 7 , 4 6 0

O r  in t e r m s  o f  c o s t  b e n e f i t  ra t i o ;

C o s t  t o  c o n s u m e r s  - $ 1 1 , 9 4 2 , 9 5 0  = 6.65 
B e n e f i t  t o  C o n s u m e r s  $ 1 , 7 9 5 , 4 9 0

T h u s  f o r  e v e r y  d o l l a r  o f  i m m e d i a t e  s a v i n g s  M L & P  c u s t o m e r s  r e c e i v e d  
d u e  to d e l a y e d  r a t e  i n c r e a s e s ,  t h e y  w i l l  p a y  a n  a d d i t i o n a l  $ 6 . 6 5  
in t h e  f u t u r e .

If w e  t a k e  i n t o  a c c o u n t  t h e  f u t u r e  c o s t  of  r e p l a c i n g  t h e  n a t u r a l  
g a s  r e s e r v e s  c o n s u m e d  b e c a u s e  o f  t h e  d e l a y s  i m p o s e d  on  t h e  w a s t e  
h e a t  g e n e r a t i o n  p r o j e c t ,  a n d  u s e  t h e  f r e q u e n t l y  q u o t e d  $ 5 . 0 0 / M C F  
p r i c e  e s t i m a t e  for 1985, A n c h o r a g e  c o n s u m e r s  w i l l  p a y  up to 
$ 1 9 . 1 8  f o r  e a c h  $ 1 . 0 0  o f  i m m e d i a t e  s a v i n g s  t h e y  r e c e i v e d .

W h e n  o n e  a l s o  t a k e s  i n t o  a c c o u n t  t h e  l i m i t a t i o n s  on  f u t u r e  e n e r g y  
p r o d u c t i o n  a l t e r n a t i v e s  r e g u l a t i o n  m a y  impose, it b e c o m e s  c l e a r  
t h a t  A l a s k a n  c o n s u m e r s  s h o u l d  n o t  b e  r e q u i r e d  to b e a r  s u c h  
e x c e s s i v e  cos t s .

at  $ 0 . 6 6 5 1  = $ 2 , 9 9 2 , 9 5 0

T h o m a s  R. Stahr, M a n a g e r  
M u n i c i p a l  L i g h t  & P o w e r  
M u n i c i p a l i t y  of A n c h o r a g e

* B a s e d  o n  w e i g h t e d  c o s t  o f  t o t a l  M L & P  debt.



AKCriGKAGE WATER UTILITY

Rate Case Expenses 
to October 31, 19/6

CH2M illll $ 69,000

Touche Ross ft Company 98,693

Enterprise Activities, Admin.

1975 - estimate $ 2,500
1976 - actual 15,092 17,592

Municipal Controller 2,680

Municipal Attorney 21,800

Water Utility in-house expense

1975 - estimate 5,000
1976 - actual

Payroll 3 , M 7
Supplies 95
Advertising' 3^1
Transcripts 1,92*1 10,850

TOTAL $ 220>57‘j
» .- j.u'ĈT 'ui iuvi

12/ 10/76
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Rato Case Kxpenoes • 
to October 31, 1976

MUNICIPAL LIG ii? AMD POVER

Andrew Zarisky

Peat, Marwick, Mitchell 
& Company

Hughes, Thorsneca, Gants:,

Powell & Rrudln

Kempple & iiurftiian

Associated Utility Services, Inc.

Arthur Young & Coinapny

ISnterpriso Activities, 
Administration

1979 - ostiiwit©
1976 - actual to

October 31, 197o

Munic.lpal Controller

Municipal Attorney

MLSiP In-house expense

CH2M 11.111

$ 9,000 

21,676

$ 51,565 

.15,960

1,905

156 

26, '190 

12,996 

3,790

26,076

1,500

7,000

10,000

Total $ 153,310

J15F
12/10/76
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AiJCiiORAOE TELEPHONE UTILITY

Rate Case Expenses 

to October 31, 1976

2r*r»sl it iirnst

1573-197*! Test Year 
Interim Rato Filing 
1ST5 Test Year

$ 121,0^0

5*1,530
131!,8*10

Associated Utility Services, Inc, 

1375 Test Year

Kempple & Huffman

Interim Rate Filing 
& 1975 Test Year

Enterprise Activities, 
Administration

Tunicips I Controller

Tunicipal Attorney

9 elcphone Utility in-house expens-.

Joriii Risen
Ac caunting Section
Cu.rnorc.tal & Marketing
Central Office Engineering
Plant Operations
Kan-n ;<-r
Trip Expense

Total

•j  . j
1 2 / 1 0 / 7 6

19,000
3'l,000
5,700
6,250
5,000
8,900

1,300

$ 31o,ino

9 , 8 7 2

27,37*

19,030

500

12,000

80,] 50 

$ *59,33.6

f « 8 B BW W M W
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Municipality oi Anchorage
MEMORANDUM

DATE: A p r i l  1, 1977

TO: R i c h a r d  W. G a r n e t t  I I I ,  M u n i c i p a l  A t t o r n e y

f r o m : P h i l i p  J. C u c u r u l l ,  A d m i n i s t r a t i v e  O f  ficertr^^-

SUBJECT: S u r v e y  of  L e g a l  C o s t s  f o r  R e g u l a t o r y  M a t t e r s
O c t o b e r  1 9 7 6  t h r o u g h  M a r c h  1977

T h e  f o l l o w i n g  c o s t s  for l e g a l  s e r v i c e s  in A P U C  r e l a t e d  m a t t e r s  
c a n  be f a i r l y  w e l l  d o c u m e n t e d :

A m o u n t  e x p e n d e d  for l e g a l  s e r v i c e s  - 6 m o n t h s $ 7 8 , 2 3 3

A m o u n t  e x p e n d e d  f o r  l e g a l  s e r v i c e s  O r d e r  19 
a p p e a l  in  S u p r e m e  C o u r t  - 6 m o n t h s  : $ 12 , 2 2 2

C o s t  of l e g a l  s e r v i c e s  a n d  t e c h n i c a l  a d v i c e  A T U  
r a t e  c a s e  o v e r  3 y e a r  p e r i o d  : $ 4 9 0 , 0 3 7

P J C :1jc

e x h i b i t  "e "

0 1  C I O  ( d / 7 6 )
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w h i c h  the u t i l i t y  h a s  l a b e l e d  a n  e s t i m a t e .  L e g a l  e x p e n s e s '  , 

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

w h e n  t h e  a m o u n t s  h a v e  n o t  b e e n  a d e q u a t e l y  s u p p o r t e d  to 

e s t a b l i s h  t h a t  t h e y  a r e  r e a s o n a b l e  c h a r g e s .

P r h e r e  h a v e  b e e n  t h r e e  c o u r t  a c t i o n s  i n  t h i s  D o c ­

ket.  In  t h e  f i r s t  c a s e  t h e  S u p e r i o r  C o u r t  f o u n d  t h a t  t h e  

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

e x p e n s e s  f r o m  t h e  i n t e r i m  r a t e  i n c r e a s e  g r a n t e d  to A T U .  

S e c o n d ,  t h e  C o m m i s s i o n  s o u g h t  a n d  r e c e i v e d  a  c o u r t - o r d e r e d  

t e m p o r a r y  r e s t r a i n i n g  o r d e r  (TRO) a n d  s u b s e q u e n t  i n j u n c t i o n  

to  p r e v e n t  A T U  f r o m  i m p l e m e n t i n g  its p r o p o s e d  r a t e  d e s i g n  

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

w a s  A T U ' s  a p p e a l  o f  O r d e r  No. 6 t o  t h e  S u p e r i o r  C o u r t ,  w h i c h  

is s t i l l  p e n d i n g .  L e g a l  f e e s  f o r  t h e s e  c o u r t  c a s e s  w e r e  

$ 2 , 3 7 5 . 2 5 ;  $ 3 , 5 0 3 . 5 0 ;  a n d  $ 6 4 3 . 5 0  r e s p e c t i v e l y .

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

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

l e g a l  f e e s  a s s o c i a t e d  w i t h  t h e  T R O  a n d  i n j u n c t i o n  a c t i o n s  

a r e  p a t e n t l y  u n a c c e p t a b l e  to the C o m m i s s i o n . A l l o w a n c e  o f  

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

c i r c u m v e n t i o n  of t h e  a u t h o r i t y  o f  t h e  C o m m i s s i o n .  S i m i l a r l y ,

t h e  C o m m i s s i o n  m u s t  b e  c i r c u m s p e c t  i n  p e r m i t t i n g  l e g a l  

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

s t a n t i a t e d ,  r e t a l i a t i v e  l i t i g a t i o n  s h o u l d  n o t  b e  r a t i f i e d  b y  

t h e  C o m m i s s i o n .  I n  t h i s  i n s t a n c e  t h e  C o u r t  h a s  n o t  r e n d e r e d  

a d e c i s i o n  o n  w h i c h  to b a s e  a d e t e r m i n a t i o n  o f  t h e  r e a s o n ­

a b l e n e s s  o f  t h e  a p p e a l .  A d d i t i o n a l l y ,  t h e  u t i l i t y  h a s  

t e s t i f i e d  t h a t  a d o p t i o n  o f  t h e  M L & P  p a y o u t  f o r m u l a  w o u l d  b e  

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

is a p p a r e n t  to t h e  Commir - o i o n  t h a t  t h e  l e g a l  e x p e n s e  o f  t h i s

U - 7 6 - 6 (12) 
P a g e  9
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792 T.ble 1 - NUMBER Or ElECTRIC. CAS AltO TELEPHONE UTILITIES

STATE

Kusber o£ utllltlei operating In th. St.C. Nimb.r of utilities subject to Ccrcratj.iot,
»

Electric Cel
-—
co•dBio
3H

Electric Gee

•u«
5Gt-

u
r*A3D.

.>•p4
••4mCLo
5

eu«>*4bb

o
»-•«o
£ 'P

ri
va
te

Pu
bl
ic

e
u4E«(GO
3

eu•>
MCU

u
*1UO3(b

n>c 218?./ . i:ol/ #
{

FCC . }
ALABAMA 1 0 0 3 105 38 1 0 0 3 0 ; 1
ALASKA 21 8 . ii • 4 1- IS 12 2 ii 4 1
ARIZONA 7 10 10 14 3 12 7 0 10 14 0„. !
ARKANSAS 7 5/ 19 6 16 37 7 0 19 6 i&ii/ j
CALIFORNIA 9 30 4 16 3 30 9 0 4 IS 0 s
COLORADO A 31 31 11 10 48 4 II 31 II 4 . i
CONNECTICUT 4 6 0 7 1 „ 3 4 0 0 7 0 i
DELAWARE 6/ 2 9 1 4 0 1 2 0 1 4 0
DISTRICT OF COLUMBIA 1 0 0 1 0 1 1 0 0 1 0,,
FLORIDA 5 34 17 17 63 20 5 0 0 17 63?/

CEORCIA 2 50 39 4 89 42 2 0 0 4 28?/ a
HAVAII 5 0 0 1 0 1 5 0 0 1 0 1
IDAHO 5 ,5 19 2 A 21 0 0 2 0
ILLINOIS 1] 4J 33 19 79 9/ •1 0 33 19 0 |
INDIANA 9 75 45 33 20 82 6 75 43 33 20 1 >
I OVA 7 145 71 11 40 182 7 oil/ 7iU/ 11 4oiir J
KANSAS 7 139' 84 20 64 6) 7 20 38 20 20 ,
KENTUCKY 9 0 52 0 30 9 CQ/ 29 52 0 *
LOUISIANA 6/ 5 9/ 16?./ 51 ?/ 26 5 lti/ 9/ 60 9/
MAINE IJ 6 " 3 2 0 22 t) 6 3 2 0‘

MARYLAND iolir 7 4 10 1 2 13 6 4 12 1
MASSACHUSETTS 15 40 ' 0 26 4 9 15 40 0 26 4 • t
MICHICAN U 42 14 11 0 57 13 0 15 11 0
MINNESOTA 9/ 9/ 9/ 9/ 140 0 . 0 0 0 0 • - 1
MISSISSIPPI 2 20 29 8 99. 24 2 27 8 19 - -t %
MISSOURI 12 9/ 9/ 18 V 9/ It 0 0 18 0
MONTANA 6 0“ 5/ 9 2 17 9/ >/ .?/ ?/ ?/
NEBRASKA 9/ 9/ 9/ ?./ 9/ .?/ G 0 0 0 0
NEVADA 13 1 3 5 0 16 13 0,n/ 3 5 0
NEW HAMPSHIRE 5 6 1 5 0 14 5 4*2/ I 5 0

NEW JERSEY 6 9 1 5 0 8 6 0 1 5 0 •
NEW MIX ICG 5 6 22 14 10 17 7 0 22 14 0
NEW YORK 17 36 6 35 2 72 17 12 6 29 2
NORTH CAROLINA 6/ 13 73 . 38 8 9 31 13 0 38 8 0
NORTH DAKOTA 3 10 21 4 4 201 3 0 0 1, 4 0

OHIO R 9/ 9/ 37 6 53 8 0 0 37 0 ,
OKLAHOMA 6/ 4 0 0 36 0 70 4 0 0 36 0
OREGON 4 4 17 3 0 47 4 4 17 3 0
PENNSYLVANIA 18 2 0 69 9/ 80 18 2 0 69 0
PUERTO RICO 0 1 0 10 0 2 0 0 0 10 0

RHODE ISLAND 4 1 0 6 0 1 4 1 0 6 0
S0L7H CAROLINA 6 22 71 5 15 37 6 0 0 5 15
SOUTH DAKOTA 9/ 9/ 9/ ?/ 9/ 225 0 0 0 0 0
TENNESSEE 3 9/ 5/ 7 9/ 19 3 0 0 7 0
TEXAS H 9/ 9/ 110 63 ?./ 0 0 0 110 63 f

UTAH 2 0 13 5 0 17 2 0 13 5 0
VERMONT 11 15 3 5 0 9 U 15 3 5 0 » r
VIRGINIA 4 18 15 17 3 17 6 0 15 17 S 1VIRC’.N ISLANDS 0 I 0 0 0 1 0 1 0 0
WASHINCTON 4 46 17 7 3 42 4 0 0 7

VEST VIRGINIA 23 I 3 45 0 16 23 1 3 45 0
WISCONSIN 19 86 is 17 1 123 19 86 0 17 i
WYOMING B 8 24 14 0 15 8 8 24 24 0

JAMAICA 0 1 0 0 0 1 0 1 0 0 0
------

±f
2/
3/

y

1/

8
9/

15/
IT/
19/
$
rc/
T t /
n/

Telephone Industry sources usually pubLIsh fevnr number of ccmpaoles, Differences nay be faxmer-ovned rural lines vMc~ 
pletely telephone companies.
Approximately. ^ -
• Interstate gas pipeline companies and about 6.6C0 Independent gas producers. Mine eoapanits have obtained export anc#« 
on a long tera basts but cperate Intrastate. , *f ,
Of the I/JJ telephone companies, approximately 85 are subject to the full jurisdiction of FCC, the remainder, approxl=*i#*' 
subject only to partial Jurisdiction.
UnVr.cvti.
1967 data, no response to >S7) survey.
Public gas companies regulated only as to safety practices. , ••
When municipally owned gas systems operate outside county In which municipality le located, Couoilsslon has Jurisdiction 
service and safety.
Hoc available.
Outside municipal limits. .
Have jurisdiction over two municipals cp*» ting outside of tha 5-mllc limit, (footnote deleted f/c»» New fealco).
Certification and safety only.
Service Regulation only, not aates.
26 Coops Rste and Service Peculated, A5 Service Regulated only,
17 Companies Rate and Service Regulated, 165 Companies are Service Regulated only.
Pipeline Safety only.
Fight retail; two non*retall.
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Municipality of Anchorage
MEMORANDUM

DATE:

TO:

FROM:

SUBJECT:

A P U C

U-76-7

u-76-2:
L-76-11

U-76-c o

U-76-2-:

U-7t-oi

ij-76-8:

U-76-75

U-73-lc

U-76-1

U-75-95

U-77-

U-77-

U-75-75

U-75-12

U-75-2I

"1 nID 14 'u,

2-3 January 77

Director - Enterprise Activities 

On-Going Itei..o to be Followed

ATU Rate Restructuring 

ASU Rate Restructuring

ML&? Rate Restructuring

A'.vj Revenue Requirements 
and Rato Restructuring

Interfunds

Pole Contact Rentals

Revenue Bona Regulations

Li-76-52 Foster and Collins vs. ATU

Terminal Equipment (ATU)

A'lli - Ft. Richardson

ML&P/CEA Contested Customers

ML&P/AGAS Rate 
Restructuring

Generic hearing on relations 
with Interconnect Companies

AV.U Line Extension Policy

ACI Formal Complaint against ATU 
(point of connection)

Adequacy of Toll Service betv.een 
Anchorage and Juneau

Private Line for FAA - RCAA/ATU

cate to be prepared

hearing held 10 January 77 
awaiting order

hearing set for 25 April 77

hearing set for 7 February 77

reply to Order II 2 due 31 January 77

hearing set for 29 March 77

hearing held December, i9/6, 
awaiting order

hearing held 15 December 76 
avraiting order

generic hearing

hearing date to be set

hearing open anytime

hearing date to be announced

scheduled for mid-June

comments due by 1.8 February 77

E X H IB IT  "H " -  page 1 o f  2
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On-Going Items to b e  Followed 
25 January 77

pp. -J —' w

i superior courts

Supreme Court Case // 76-2322

Superior Court Order ti- 19

Case # 76-2931* 

Case ;/ 74-7653 

Case 0 76-5496

1971 Separation Study

1575 Separation Study

157c Traffic Study

1575 Separation Stuuy

Private Line Separations Agreement

Appeal of At JC to Judge Carlson's 
order.on A T U s  (et alj Interfund 

decision

ML&P/CEA dated 27 September 73 
pending Supreme Court Appeal 
(delineates service areas, 
elimination of duplication)

AlU's Appeal to the APUC Revenue^ 
Requirements Order in Docket U-76-6

Standard Oil vs. ATU (excess 
mileage c’narges)

Thomas, Hurst, Mills et al vs. A'iU 
(class action - discrimination)

final adjustment to agreement 

final adjustment to agreement 

in process

to be completed by ATU about 1 July 77 

may be affected by APUC's Docket U-76-

E X H IB IT  "H " -  page 2 o f  2
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call Mr. S t e r l i n g  G a l l a g h e r  to t h e  s t a n d .

(Oath a d m i n i s t e r e d )

MR. G A L L A G H E R :  I do.

T H E  C L E R K :  P l e a s e  b e  s e a t e d .  C l i p  t h e  m i c r o p h o n e  to y o u r

l a p e l .

J O H N  S T E R L I N G  C A L L A G H E R  

called as  a w i t n e s s  o n  b e h a l f  o f  t h e  p l a i n t i f f ,  t e s t i f i e d  a s  

follows on:

D I R E C T  E X A M I N A T I O N  

T H E  C L E R K :  F o r  t h e  r e c o r d ,  p l e a s e  s t a t e  y o u r  f u l l  n a m e ?

A J o h n  S t e r l i n g  G a l l a g h e r .

T H E  C L E R K : S t e r l i n g ?

S t e r l i n g .  S - t - e - r - l - i - n - g . G - a - l - l - a - g - h - e - r .

T H E  C L E R K :  Y o u r  a d d r e s s ?

A R u r a l  R o u t e  4, B o x  4 6 91, J u n e a u ,  A l a s k a .

T H E  C L E R K :  O c c u p a t i o n ?

A C o m m i s s i o n e r  of r e v e n u e ,  s t a t e  of  A l a s k a ;  s e c r e t a r y  to 

the s t a t e  b o n d  c o m m i t t e e ;  v i c e - c h a i r m a n  o f  t h e  A l a s k a  

m u n i c i p a l  b o n d  bank.

T H E  C L E R K :  T h a n k  y o u .

BY MR. K E M P P E L :

Q Mr. G a l l a g h e r ,  m a y b e  y o u  c o u l d  s t a t e  f o r  u s  b r i e f l y  s o m e  

of y o u r  p a s t  e x p e r i e n c e  i n  the b o n d  m a r k e t  a n d  p r e s e n t  

e x p e r i e n c e  in t h e  b o n d  m a r k e t ?

A I ' l l  f i r s t  s t a r t  o f f  w i t h  m y  e d u c a t i o n .  I g o t  a BS

AMICUS CURIAE
•A m i t H O  O A  T H E  C O U K T "

4 0 1  K  S T H E E T  S U I T E  I a  

A N C H O R A G E ,  A L A S K A  9 9 3 0 1  

2 7 9 - 2 8 1 7



sasaiillas

i t  w o u l d  —  it w o u l d  b e  - -  y o u  c o u l d  s e l l  the

b o n d s  o n  t h e  m a r k e t  I ' m  s a y i n g ,  b u t  y o u  w o u l d  f o r c e  o u t

W h a t  a p p r o a c h ,  g o i n g  b a c k  to o r d e r  n u m b e r  7, w h a t  a p p r o a c h

is it y o u r  u n d e r s t a n d i n g  t h a t  t h e  P u b l i c U t i l i t i e s  C o m m i s

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

u t i l i t y ?

C o u l d  y o u  r e p h r a s e  t h e  q u e s t i o n ?  I ' m  n o t  s u r e  t h a t  t h e i r

W h a t  a p p r o a c h  i n  s e t t i n g  t h e  r a t e s  of a m u n i c i p a l  o w n e d

u t i l i t y  d o e s  t h e  P u b l i c  U t i l i t i e s  C o m m i s s i o n  p r o p o s e  to

on a s t o c k  o w n e r s h i p  b a s i s  i n s t e a d  of a c o v e r a g e  t e s t  w h i c h

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

a w a r e  o f  u t i l i t y  p r o j e c t s  w h i c h  a r e  f i n a n c e d  100

w i t h  d e b t ?

I a m  t a k i n g  p a r t  in the w r i t i n g  of t h e  n e w  a u t h o r i t y  f o r  

the S t a t e  g o v e r n m e n t ,  t h a t ' s  c a l l e d  a p o w e r  a u t h o r i t y .  O n e

of t h e  t h i n g s  w e  i n t e n d e d  to f i n a n c e  w a s  t h e  D e v i l s  C a n y o n  

D a m  a n d  w e  d o  n o t  p l a n  to  p u t  in 3 t o  400 m i l l i o n  d o l l a r s

all w i t h  r e v e n u e  b o n d s  a n d  h a v i n g  s u f f i c i e n t  c o v e r a g e  t o

AMICUS CURIAE
"A FRIEND OF TM* COURT” 

4 0 1  K  S T R E E T  S U I T E  I D  

A N C H O R A G E ,  A L A S K A  0 8 3 0 1  

2 7 0 - 2 0 1 7
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a t t r a c t  i n v e s t o r s  t o  that. T h e r e  w i l l  o c c u r  e q u i t y  in t h a t

o v e r  a  p e r i o d  o f  t i m e ,  b u t  n o t  at  t h e  o u t set.

Q  D o  y o u  c o n s i d e r  t h a t  an  u n r e a s o n a b l e  r a t e  o f  r e t u r n  for 

t h a t  p r o j e c t  f o r  i t  to  r e c e i v e  r a t e s  s u f f i c i e n t  to c o v e r  

d e b t  s e r v i c e  a n d  —  y o u r  t e s t i m o n y  is t h a t  ch a t  p r o j e c t  

i n i t i a l l y  w i l l  h a v e  n o  e q u i t y ,  i t  w i l l  b e  100 p e r c e n t  d e b t  

f i n a n c e d .  If y o u  s e l l  r e v e n u e  b o n d s  a t  1.4 t i m e s  c o v e r a g e  

w i l l  t h a t  b e  a n  u n r e a s o n a b l e  r a t e  of r e t u r n  t o  t h a t  project]?

A  No.

Q  W h y  n o t ?

A  B e c a u s e  t h a t  is t h e  a m o u n t  n e c e s s a r y  t o  a t t r a c t  i n v e s t o r s  

to  d o  t h e  p r o j e c t .

Q  C o u l d  y o u  t e l l  u s  o n e  o f  t h e  t r a d i t i o n a l  a s p e c t s  t o  a r e a­

s o n a b l e  r a t e  o f  r e t u r n ,  o r  y o u r  u n d e r s t a n d i n g  o f  it.

A  W e l l ,  t h e r e  is r e a l l y  2 b a s i s .  T h e r e  is t h e  m u n i c i p a l  u t i l­

ity  a n d  t h e r e ' s  t h e  s t o c k  o w n e d  c o m p a n y .  O n e  r e q u i r e s  a 

- -  t h e  e l e m e n t a r y  d i f f e r e n c e  is o n e  d o e s n ' t  h a v e  t h e  a b i l­

ity  t o  go  o n  the m a r k e t  a n d  r a i s e  e q u i t y  c a p i t a l ,  a n d  t h e  

o t h e r  o n e  d o e s .  T h a t ' s  w h y  o n e  h a s  a r e a s o n a b l e  r a t e  of  

r e t u r n  w i t h  —  w h e r e  y o u  p a y  o u t  d i v i d e n d s ,  t h e  o t h e r  o n e  

is n o t  r e q u i r i n g  p a y i n g  o u t  o f  d i v i d e n d s .  In f a c t  i t s  

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

Q  S o  I t a k e  it t h a t  y o u  s e e  n o  c o n f l i c t  b e t w e e n  42 05 381 

w h i c h  s a y s  t h a t  t h e  m u n i c i p a l i t y  is e n t i t l e d  to i n c l u d e  a 

r e a s o n a b l e  r a t e  o f  r e t u r n  a n d  42 05 431 w h i c h  s a y s  the

AMICUS CURIAE
" A  ri*l*rtD o r  T M I  C O U R T "  

4 0 1  K  S T R E E T  S U I T E  I B  

A N C H O R A G E .  A L A S K A  9 0 3 0 1  

2 7 9 . 2 0 1 7
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m u n i c i p a l i t y  m a y  c o v e n a n t  w i t h  b o n d  p u r c h a s e r s  r e g a r d i n g  

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

A  I d o n ' t  s e e  a n y  d i f f e r e n c e ,  no.

Q W i l l  t h e  —  y o u  t e s t i f i e d  as to t h e  e f f e c t  u p o n  t h e  m a r k e t

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

e f f e c t  o n  t h a t  m a r k e t  h a v e  a n y  e f f e c t  u p o n  t h e  S t a t e  b o n d s ?

A  Yes. I ' v e  s o  s t a t e d  t h a t  in the p a st. T h e r e  is a c h a i n  r e­

a c t i o n  —  b e c a u s e  o f  t h e  c l o s e  c o n n e c t i o n  b e t w e e n  o u r  s u b­

s i d i a r i e s  a n d  t h e  S t a t e  i t s e l f ,  t h e r e  is a r e f l e c t i o n .

Q  S o  y o u  s e e  t h e  h a r m  r e s u l t i n g  f r o m  t h i s  o r d e r  as b e i n g

S t a t e  w i d e  i n  n a t u r e ?

A  Ye s ,  I do. W e  a l s o  h a v e  o t h e r  m u n i c i p a l  u t i l i t i e s  t h a t  i t

a f f e c t s .

Q T h a n k  yo u ,  Mr. G a l l a g h e r .  I h a v e  n o  f u r t h e r  q u e s t i o n s .

J O H N  S T E R L I N G  G A L L A G H E R

t e s t i f i e d  as f o l l o w s  on:

C R O S S  E X A M I N A T x O N

BY MR. L O W E N F E L S :

Q Mr. G a l l a g h e r ,  i s n ' t  it t r u e  t h a t  t h e  c o m m i s s i o n  is a b s o­

lu t e l y  c o r r e c t  w h e n  i t  s a y s  t h a t  i t  h a s  t h e  a u t h o r i t y  to 

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

c o v e r a g e ,  p r o v i d e d  t h a t  s a i d  b o n d  c o v e r a g e  is p r o s p e c t i v e ?

A  I ' m  n o t  s u r e  t h a t  it does. I b e l i e v e  t h e  s t a t u t e  h e r e  —

as I —  a m u n i c i p a l i t y  m a y  c o v e n a n t  w i t h  b o n d  p u r c h a s e r s  

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

AMICUS CURIAE
••A r A l f  N O  O r  T H «  C O U R T "  
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nance as to franchise as affecting va­lidity thereof, 32 ALR 1525.
Forfeiture of street railway fran­

chise for breach of condition, 34 ALR 1420.
04 C.J.S. Municipal Corporations 5 1726. *

. . . . . .  « in  ii saic and
proper condition, it has no right to 
impose a tax for revenue purposes 
except such as it is expressly autho­
rized to levy and collect by the legis­
lative power creating it. Town of 
Seward v. Seward Water & Power Co., 5 Alaska 52 (1014).

Am. Jur., ALU and C.J.S. refer­
ences.—37 Am. Jur., Municipal Cor­porations, § 46 ct seep
See. 29.-1S.0U0. Public utilities rales. The assembly acting for the 

area outside cities and the council acting for the area within a 

city may regulate, fix, establish and change, as it considers proper, 
the rates and charges imposed for utilities services given to the 
municipality or its inhabitants by a public service association, cor­
poration, or individual not regulated under AS. 42.05 and may 
regulate and provide what is a reasonable deposit for meters and 
security for service to be given, provided that interest be paid on 
the deposit. All rates, charges and regulations shall be reasonable 
ar.d shall permit a fair and reasonable return on invested capital. 
(§ 2 ch 110 S L A  1972)

This section was intended to refer, 
not only to franchises thereafter to 
be granted, but lo franchises then in 
existence. Alaska Elec. Light & 
Power Co. v. City of Juneau, 294 F̂ . 
SG4 (9th Cir.), ccrt. denied, 266 U.S. 
601, 45 S. Ct. 90, 69 L. Ed. 462 
(1921); Town of Cordcva v. Alaska 
Pub. Util., 9 Alaska 196 (1937).

City may not contract away power 
to fix rates of utilities.—A city may 
not contract away its power to fix, 
and from time to time change, the 
rales to be charged by private or­
ganizations engaged in furnishing 
public services. Such action is pro­
hibited by this section and by AS 
29.10.147 and 29.10.150 (now 29.48.- 
070 and 29.18.0S0). Femmcr v. City of 
Juneau, 0 Alaska 315, 97 F.2d 619 (9th Cir. 1938).

Itu l may contract ns to rates for 
its own services.—This section and 
AS 29.10.147 and 29.10.150 (now 29.- 
48.070 and 29.48.080) have no effect 
upon the power of n rity lo fix eon- 
Irnctnally the rates to lie charged a 
user of a municipally owned public 
utility. Fenuner v. City of Juneau, 9 
Alaska 315, 97 F.2d 549 (OLh Cir. 
1938).

Kales may not lie irrevocably fixed. 
-••There is nut necessarily included in 
the power of a municipality to pro­

vide lights for a city, the power to 
enter into a binding contract whereby 
the rates to be charged by a public 
utility corporation shall be irrevoca­
bly fixed. Alaska Elcc. Light & 
Power Co. v. City of Juneau, 294 F. 
864, (9th Cir.), ccrt. denied, 266 U.S. 
601, 45 S. Ct. 90, 69 L. Ed. 462 (1024).

All the operator of a public utility 
is entitled to is a reasonable return 
on his net capital investment, repre­
sented by property actually used and 
useful in the public service, and then 
only provided that his oncration is 
efficient and economical, Pichotta v. 
City of Skagway, 12 Alaska 42, 78 F. Supp. 999 (D. Alas. 1948).

Itu l rates fixed ton low are con­
fiscation of properly. — Where the 
rules prescribed are not sufficient to 
meet operating expenses, there is net 
merely an incidental diminution in 
the value of plaintiff's property, such 
ns would be unavoidable upon any ex­
ertion of tlio police power to fix rates 
which diminished income, hut a con­
fiscation in the constitutional sense, 
and the enforcement of the ordinance 
should be enjoined, without prejudice, 
however, lo the right of the city lo 
lake such further |ii'oeeediiiga as it 
may deem necessary in connection 
with the amendment of its ordinance.

Alaska 42, 73 F. Supp. 999 (D. Alas. Alaska 42, 78 F. Supp. 999 (D. Alas.1918). 1048)..Meaning of "invested capital”. — Fact investment was made before
"Invested capital," as used in this section was adopted is irrelevant.—
.eetion, means the initial investment, In determining the reasonableness of 
regardless of subsequent changes in a rate base fixed by a city under this
awnership, plus capital additions and section, the circumstance that the in-
mimis accrued depreciation. Pichotta vestment was made or cost incurred
i l.'ily of Skagway, 12 Alaska 42, 78 before this section, authorizing rcgu-
!' Supp. 999 (1J. Alas. 1918). lntion, went into effect in 1923, wouldThe term " i n v e s t e d  capital" seem to he wholly irrelevant. Pi-
dtntild not be construed to menu fa ir chotta v. City of Skagway, 12 Alaska
value, nor is the utility entitled to 42, 78 F. Supp. 999 (D. Alas. 1918),
the benefit of nny appreciation in C.J.S. references. — 62 C.J.S. Mu- 
viilue, nor should the term be con- nicipal Corporations § 292; 63 C.J.S.
• t r u e d  to mean that which is paid Municipal Corporations § 979.
f<«r a utility by the last purchaser.
Sec. 20.4S.070. Hearing fo r  regulation o f utilities ra le s . I f  the 

assembly o r council considers it advisable to regulate, change, o r 
fix the rates to be charged by a public service corporation, associa­
tion or individual not regulated under AS 42.05, it sha ll o rde r a 
hearing to be held before the govern ing body at a time and place 
specified. Notice o f the hearing sha ll be given by at least one pub­
lication in a newspaper o f general c ircu lation distributed w ithin 
the municipality or, i f  no newspaper o f general circulation is dis­
tributed w ithin the municipality , notice shall be given by posting 
a notice in three public places w ithin the city o r borough area 
outside cities receiving the utilities services and by serving w rit­
ten notice upon the corporations, associations and individuals 
whose rates arc to be regulated, fixed, o r changed in the same man­
ner that summonses arc served. The notices sha ll be published o r 
posted and served at least 15 days before the hearing. (§ 2 ch 113 
SLA 1072)

A m .  Jur. iiiiiI ALU references.— 13 Itegiilaliou of municipal u t i l i t y
Am. Jur., Public Officers, §§ 86, 201 rates, 76 ALU 852; 127 ALIt 94.
ct .icq.

Sec. 20.48.080. Right to participate and compel testimony. A t a 
hearing held under § 70 o f this chapter, a ll public service corpo­
rations, associations, o r individuals affected by o r interested in the 
matters to be heard may be present and may be represented by
counsel. The municipa lity and a ll interested parties may produce
witnesses and examine them and introduce evidence to prove o r 
disprove the facts in issue o r matters to be established o r inquired 
into at the hearing. A ll parties may compel the attendance o f
witnesses, and subpoenas requiring attendance shall be issued by
the municipal c lerk under bis band and the seal o f tin* municipal­
ity. Subpoenas duces tecum requiring the production o f books and 
papers shall be issued in like manner upon request. I f  a person 
fails to obey a subpoena, the party  at whose request the subpoena

81



§""29.48.090 A laska Statutes § 29.43.100.

issued may petition the superio r court f o r  an order compelling the 
attendance o f the disobedient witness o r the production o f the 
books o r papers re fe rred  to in a subpoena duces tecum. The su- 1 
perio r court shall order the witness to appear and testify  o r com­
pel the production o f the book3 o r papers. A violation o f the order 
o f the court is a contempt o f court. I f  a witness appears and re­
fuses to testify  concerning a m atter m ateria l to the facts inquired 
about at the hearing and to establish or determine which the hear­
ing was had, an application may be made to the superio r court 
to compel the witness to testify  and answer questions put to him 
concerning the matters inquired about, and the court shall make 
an order compelling the witness to testify . V io lation o f the order 
is contempt o f court. (§ 2 ch 118 SLA  1972)

There is no provision requiring the Graff v. Town of Seward, 20 F.2d 81G 
common council to adduce testimony. (9th Cir. 1927).

See. 29.18.090. Fu rth e r proceedings. A hearing under j  70 of 
this chapter shall begin at the time stated in the notice but may be 
continued from  time to time. At least a quorum o f the assembly or 
council shall be present at the hearing. A t the conclusion o f the 
hearing the parties interested may make such arguments before 
the assembly or council, cither in person or by attorney, as they 
consider proper, touching the m atters at issue, and the rea fte r the 
assembly or council shall proceed to regulate and fix the rates by 
ordinance. The date upon which the rates fixed o r regulated take 
effect shall be stated in the ordinance and shall be at least 10 days 
a fte r passage and approval o f the ordinance. (§ 2 ch 118 SLA 
1972)

Courtx mny review rale orders. ■—
There is no statutory provision for 
appeals from rate orders, but it ap­
pears to be settled that, where a con­
stitutional right is involved, the court 
may determine the issue upon its own 
record and the evidence adduced be­
fore it, even though it iiad not been 
presented to the regulatory body, l ’i- 
ehotta v. City of Skagway, 12 Alaska 
42, 78 P. Supp. 1)99 (1). Alas. 104K).

And llic rnurls arc nut bound b v  
(lie findings of the oily. i ’icholtn v.
City of Skagway, 12 Alaska 12, 78 
F .  S u p p .  !I0!) (11 Alas. 1048).

I!ulus go\erning review by court.—
In Its consideration of the mass of 
evidence produced in appeals from 
rale orders, llm coart is aided by 
well-settled rules governing litigation

Sec. 29.48.100. Application, (a ) In the cusc o f conflict between 
the provisions o f §§ 50— 70 o f th is chapter and tho provisions of

of this kind, namely; (1) That the 
orders of a regulatory body arc pre­
sumptively valid, reasonable and cor- i 
reet; (2) that the burden of proof on 
the issue of confiscation is on tho one ' 
raising it, and that nothing less than 
clear and convincing proof will jus­
tify judicial interference; (3) that the 
court cannot substitute its judgment 
for that of the authority whose ac- . 
lion is under review upon a question ‘ 
as lo which there is room for a dif­
ference of intelligent opinion, l ’i- 
chottu v. City of Skagway, 12 Alaska 
42, 78 F. Supp. OOP (P. Alas. JO-18).

There is a strong presumption in 
favor of tho rates found by tho conn 
oil. Graff v. Town of Seward, 20 F.td 
8 til CJth Cir. 1927).

‘  2 9 . 4 8 . 1 3 0 Municipal Government § 29.48.130

AS  42.05 as to the regulation of rates of a utility, the provisions of 

A S  42.05 shall prevail.

(b) Sections 50— 100 of this chapter apply to h o m e  rule and gen­eral low municipalities. (§ 2 ch 118 S L A  1972)

Article 3. Municipal Enactments.

Srrtinn S e c t i o n
MO. Acts required to he by ordinance 190. budget and capital program
110. Form of ordinances 200. Penalties
1.70. Ordinance procedure 210. Expenditure of borough revo-
l*7(i, Emergency ordinances nues
I Til. Cades of regulations 220. Post audit
I su. Codification

See. 29.48.130. A c t s  r e q u i r e d  t o  b e  b y  o r d i n a n c e ,  ( a )  In a d d i t i o n  
to n! h e r  a c t i o n s  w h i c h  t h i s  t i t l e  r e q u i r e s  t o  b e  b y  o r d i n a n c e ,  t h e  
a s s e m b l y  o r  c o u n c i l  o f  a  m u n i c i p a l i t y  s h a l l  u s e  o r d i n a n c e s  t o

(1 )  e s t a b l i s h ,  a l t e r  o r  a b o l i s h  m u n i c i p a l  d e p a r t m e n t s ; ■—

(2) fix t h e  c o m p e n s a t i o n  o f  m e m b e r s  o f  t h e  a s s e m b l y  o r  c o u n ­
c i l ;

(3) p r o v i d e  f o r  a  f i n e  o r  o t h e r  p e n a l t y ,  o r  e s t a b l i s h  r u l e s  o r  
r e g u l a t i o n s  f o r  v i o l a t i o n  o f  w h i c h  a  f i n e  o r  o t h e r  p e n a l t y  i s  i m ­
posed ;

(•1) p r o v i d e  f o r  t h e  l e v y i n g  o f  t a x e s ;

(5) m a k e  a p p r o p r i a t i o n s  a n d  s u p p l e m e n t a l  a p p r o p r i a t i o n s  o r  
t r a n s f e r  a p p r o p r i a t i o n s ;

( G )  g r a n t ,  r e n e w ,  o r  e x t e n d  a  f r a n c h i s e ;
( 7 )  r e g u l a t e  t h e  r a t e  c h a r g e d  b y  a  p u b l i c  u t i l i t y ;
( 8 )  a d o p t ,  m o d i f y  o r  r e p e a l  t h o  c o m p r e h e n s i v e  p l a n ,  z o n i n g  

a n d  s u b d i v i s i o n  o r d i n a n c e s ,  b u i l d i n g  a n d  h o u s i n g  c o d e s ,  a n d  t h e  
u l l i e i a l  m a p ;

( 9 )  a p p r o v e  t h e  t r a n s f e r  o f  a  p o w e r  t o  a  b o r o u g h  f r o m  a  c i t y ;(10) designate tho borough seat.fb) This section grants no authority but requires Lite assembly or council to use ordinances in exercising certain of its powers. 
'.5 2ch 113 S L A  1972)

lli\isnr‘s mdc (1972).—In ch. 118. this section. llHifi Op. Alt'y Gen., No, 
M..\ 1972, AS 29.4R. 130(a)(II) read in 25.
’ Ml ". . . other penalty for establish- llnroiigh department illegally cs- 
o-: rules . , , To make sense and Inhlisltcd.—Where a proposed juror*
' « innform to former AS 07.20.080- porntinn petition provided that pub-
'ftIt3) iiiiiI earlier versions of the tic health services should lu admin-
M'lmrlpnl Code revision, this typo- istorcd nol by the borough assembly
cnu ldcal error lias been corrected to but by a board of health which was
'•"4 " . . other penalty, or establish lo bo appointed by the borough ns-
' numbly, but otherwise to operate nth• axes must lie levied by ordi- tonomously in making rules and l’cg*
iMtrp—The borough assembly may illations with the force of law. r-urh

taxes only by means of an or- rules and regulations would lie illegalulmuirc enacted under the terms of ordinances since they would he pro-
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X s u : c i p a l i t y  o f  A n c h o r a g e  
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S u b j e c t :  L e t t e r  o f  T r a n s m i t t a l
I n t e r i m  U t i l i t y  C o m m i s s i o n ' s  F i n a l  R e p o r t

Lea:’ A s s e m b l y  M e m b e r s :

V:.roarv 7, 19 77

T r a n s m i t t e d  h e r e w i t h  for1 y o u r  r e v i e w  a n d  c o n s i d e r a t i o n  is 
the final r e p o r t  o f  the I n t e r i m  U t i l i t i e s  C o m m i s s i o n .  Y o u  w i l l  
n o t e  as p a r t  o f  this t r a n s m i t t a l  T h a v e  s u b m i t t e d  a n  i n d i v i d u a l  
l e t t e r  to the A s s e m b l y  fr o m  e a c h  C o m m i s s i o n  m e m b e r ,  i n c l u d i n g  
o n e  containing, my o w n  c o m m e n t s .  T h i s  r e p o r t  is the e n d  p r o d u c t  
o f  a g r e a t  d e a l  o f  w o r k  a n d  c o m p r o m i s e  o f  all C o m m i s s i o n  m e t i e r s .
I h o p e  th a t  you, as m e m b e r s  o f  the A s s e m b l y ,  w i l l  t a k e  the ti m e  
ro  r e v i e w  a n d  give it d u e  c o n s i d e r a t i o n .

It is our* u n d e r s t a n d i n g  that the i n d i v i d u a l s  w h o  d r a f t e d  the 
M u n i c i p a l  C h a r t e r ,  a n d  those w h o  v o t e d  for the a d o p t i o n  o f  the 
C h a r t e r ,  d i d  so w i t h  the c l e a r  f e e l i n g  that e f f o r t s  w o u l d  be m a d e  
t > d e v e l o p  a p r o g r a m  w h e r e i n  the e n t e r p r i s e  a c t i v i t i e s  of  the 
M u n i c i p a l  c o u l d  be o p e r a t e d  in a n  o p t i m u m  m a n n e r .  T h e  I n t e r i m  
U t i l i t y  C o m m i s s i o n ,  as a b o d y ,  b e l i e v e s  t h a t  t h e y  h a v e  f o r m u l a t e d  
4ust s u c h  a plan. We r e c o g n i z e  that a g r e a t  d e a l  o f  d e t a i l  w i l l  
bo r e q u i r e d  to a c t i v a t e  o u r  r e c o m m e n d a t i o n s ,  h o w e v e r ,  w e  f e e l  t h a t  
t h e r e  is s u f f i c i e n t  i n f o r m a t i o n  in o u r  r e p o r t  to c l e a r l y  d e f i n e  
the o u t c o m e  o f  the r e o r g a n i z a t i o n  we s u g g e s t .

F w i s h  to e x p r e s s  the a p p r e c i a t i o n  o f  o u r  C o m m i s s i o n  to the 
A s s e m b l y  m e m b e r s  for t h e i r  a s s i s t a n c e  a n d  i n d u l g e n c e  d u r i n g  
the d e v e l o p m e n t  o f  this report. W i t h  the s u b m i t t a l  o f  th i s  
r e p o r t  to the A s s e m b l y ,  t.his C o m m i s s i o n  is h e r e w i t h  d i s s o l v e d .

V e r y  t r u l y  y o u r s ,

I h'TFRIM U T I L I T I E S  C O M M I S S I O N

>
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T H E  F O L L O W  I M G  T E L E G R A M  H A S  B E E N  S E M I  T O  T H E  A P U C .

T H E  A L A S K A  M U N I C I P A L  L E A G U E  W A N T S  T O  R E I T E R A T E  

T H E I R  O P P O S I T I O N  TO  A M Y  F U R T H E R  I N F R I N G E M E N T  BY 

T H E  A P U C  I N T O  T H E  O P E R A T I O N  OF  M U N I C I P A L  IY O W N E D  

U T I L I T I E S .  T H E  L E A G U E S  P G L I C Y  S T A T E M E N T  IS A S  F O L L O W S :  

D E S P I T E  T H E  D E M O N S T R A T E D  A B I L I T Y  OF M U N I C I P A L I T I E S  

T O  O P E R A T E  T H E I R  O W N  U T I L I T I E S  IN T H E  B E S T  

I N T E R E S T  O F  T H E  C O N S U M E R  P U B L I C ,  E F F O R T S  A P E  C O N S T A N T L Y  

B E I N G  M A D E  TO S U B J E C T  M U N I C I P A L I T Y  O W N E D  AND O P E R A T E D  

U T I L I T I E S  T O  R E G U L A T I O N  B Y  T H E  A L A S K A  P U B L I C  UTI

I T I E S

C O M M I S S I O N ,  T H I S  IS A C O S T L Y  AND U M S C E S S A R Y  I N F R I N G E M E N T  

ON L O C A L  G O V E R N M E N T  P O W E R S  AND T H E  L E A G U E  O P P O S E S  A N Y  

L E G I S L A T I O N  W H I C H  W O U L D  I N F L I C T  T H I S  U N D O  R E G U L A T I O N  

BY T H E  S T A T E  ON M U N I C I P A L I T Y  O W N E D  AND O P E R A T E D  U T I L I T I E S .  

D O N  M. B E R R Y  E X E C U T I V E  D I R E C T O R  A L A S K A  M U N I C I P A L  L E A G U E

C  <T
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B u s i n e s s - F i n a n c i a l  

P r o s p e c t s  A p p e a r  S l i m  

F o r  U t i l i t i e s  E x e m p t i o n

Times Juneau Uureau
JUNEAU — Mayor George Sul­

livan's bill to exempt Anchorage’s 
non-competitive municipal utilities 
from regulation by the Alaska Pub­
lic Utilities Commission isn’t likely 
to pass the legislature this year be­
cause it was introduced too late in 
the session, Anchorage state sena­tors say.

The bill, which Sullivan has said 
is his most important piece of legis­
lation, was introduced last week and 
is headed for a hearing March 31 in 
the Senate Community and Regional 
Affairs Committee.

" It ’s very doubtful it will go any­
where this year,” said committee 
member Sen. Bill Sumner, R-An- 
choruge. "It's not on any priority list 
I've seen.”

The bill is aimed at reducing the 
cost of settling rule cases by giving 
the municipal assembly the state 
utility commission's authority to set 
utility rates for Anchorage.

Since mid-ll)75 the city’s water, 
electric und telephone utilities have 
spent $82-1,(XX) bringing rate cases be­
fore the commission, according to 
Sullivan, That expense is pussed on 
to consumers und taxpayers,

"We're the only city In the state 
regulated by them and its co-ting 
ratepayers thousands oj dollars," 
Sullivan has said,

Even if the bill had been intro­
duced earlier, it would face the criti­
cal reception it is expected to re­
ceive from legislators, The state 
lawmake-s are wondering why An­
chorage nnu d go unregulated.

"The basic problem is that mu­
nicipal taxpayers and rnieoayers 
don’t have any confidence that un­
regulated utilities will deliver their 
services at a fair price," Sen. Pat 
Rodey, D-Anchoruge said. "People 
can't understand why rates keep 
goi,.g up. And frankly, I can’t 
either."

Rodey doubts that the Anchorage 
Municipal Assembly — which would 
r julute ils own utilities under the 
Sullivan plan — would be any more 
responsive or fair to the consumer 
than the commission is, he said.

He also said the figure Sullivan 
cited as ihe cost of bringing a case 
before the commission is inflated, 
including expenses for consultants 
and office time spent preparing the case.

"A lot of us feel th.* costs of rate 
cases are too high but nobody is for 
turning Anchorage loose without

some sort of internal checks and bal­
ances," Sumner said. Approval of 
the bill will depend on the assembly 
convincing the legislature it has ade­
quate regulatory checks built in to 
ils system, he said.

Legislators recognize that while 
th-' bill is of prime concern to Sul­
livan, tiie Anchorage Municipal As­
sembly is split on the issue. Legisla­
tors say they are looking for Some 
proposal by the assembly establish­
ing an alternate mechanism for set­
ting rates and they want some assur­
ance the assembly can do the job.



M arch 18, 1977

S<3 2 S?

Mr. Dave Rose, Chairman
Anchorage Municipal Assembly 

4326 East 5th Avenue 
Anchorage, Alaska 99504

Daar Mr. Rose:

A t  the regular meeting of the Water Utility Advisory Commission 

on Monday, March 14, the Water Utility Advisory Commission vent 
on record opposing any move to remove the Water Utility and 
other non-competitive utilities from the jurisdiction of the 
Alaska Public Utilities Commission until such tine as a firm 
plan for properly handling the utilities' financial and reg­
ulatory nutters has been for .iulated cind approved.

Sincerely,

Chairman
Water Utility Advisory Commission

/sr

cc: Anchorage Municipal Assembly Members 
Mayor George Sullivan

impose those checks
% % n  ,

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

t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  f r o m  r e g u l a t i o n  b y  t h e  Alaska 

P u b l i c  U t i l i t i e s  C o m m i s s i o n  w i t h  r e s p e c t  t o  a l l  m a t t e r s  o t h e r  

t h a n  s e r v i c e  a r e a  c e r t i f i c a t i o n .

P a s s e d  a n d  a p p r o v e d  b y  t h e  A n c h o r a g e  A s s e m b l y ,  t h i s  _____  d a y

o f  ______________, 1 9 7 7 .

C h a i r m a n

A T T E S T :

M u n i c i p a l  C l e r k



R e q u e s t e d  b y :  C h a i r m a n  o f  t h e  A s s e m b l y

a t  t h e  r e q u e s t  o f  t h e  M a y o r  
P r e p a r e d  by: D e p a r t m e n t  of  L a w ^  iA

F o r  R e a d i n g :  February 2 2 , 1977

A N C H O R A G E ,  A L A S K A
A R  NO. 7 7 - 7

• . ;

A  R E S O L U T I O N  R E L A T I N G  T O  E X E M P T I O N  O F  A N C H O R A G E  M U N I C I P A L  U T I L I T I E S  
F R O M  S T A T E  R E G U L A T I O N .  . . ' ‘ .

• * 1 * >
W H E R E A S ,  e l e c t r i c ,  t e l e p h o n e ,  w a t e r  a n d  s e w e r  u t i l i t i e s

o w n e d  b y  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  a r e  n o w  s u b j e c t  t o  r e g u l a t i o n

o f  a l l  p h a s e s  o f  t h e i r  a c t i v i t i e s  b y  t h e  A l a s k a  P u b l i c  U t i l i t i e s

C o m m i s s i o n ;  a n d  * ' . •

W H E R A S ,  n o  o t h e r  m u n i c i p a l l y - o w n e d  u t i l i t i e s  i n  t h e  S t a t e  o f

A l a s k a  a r e  s u b j e c t  t o  s u c h  r e g u l a t i o n ;  a n d

W H E R E A S ,  o n l y  t h e  e l e c t r i c  u t i l i t y  i s  e n g a g e d  i n  c o m p e t i t i o n

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

b y  f i n a l  c e r t i f i c a t i o n  o f  s e r v i c e  a r e a s ;  a n d

<
W H E R E A S ,  p o l i c y  r e a s o n s  w h i c h  m a y  h a v e  e x i s t e d  f o r  r e g u l a t i o n  

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

u n i f i c a t i o n  o f  t h e  f o r m e r  C i t y  a n d  B o r o u g h ;  a n d

W H E R E A S ,  c o m p l i a n c e  w i t h  e x p e n s i v e ,  c o m p l e x ,  a n d  o f t e n  

i n c o n s i s t e n t  a n d  u n n e c e s s a r y  r e q u i r e m e r  ~ o f  t h e  A l a s k a  P u b l i c  

U t i l i t i e s  C o m m i s s i o n  i m p o s e s  a s u b s t a n t i a l  a n d  u n w a r r a n t e d  b u r d e n  

o n  t h e  A n c h o r a g e  m u n i c i p a l  ratepayer; and

W H E R E A S ,  t h e  A n c h o r a g e  A s s e m b l y ,  a s  e l e c t e d  represt n t a t i v e  

o f  a l l  c i t i z e n s  i n  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e ,  i n c l u d i n g  all' 

m u n i c i p a l  u t i l i t y  r a t e p a y e r s ,  i s  f u l l y  c o m p e t e n t  t o  p r o v i d e  f o r  

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

N O W ,  T H E R E F O R E ,  b e  i t  r e s o l v e d  t h a t  t h e  A s s e m b l y  o f  A n c h o r a g e



B. R e s o l u t i o n  Nc>. A R  7 7 -7, a_ r e s o l u t i o n  r e l a t i n g  to E x e m p t i o n  

of A n c h o r a ge M u n i c i p a l  U t ilities fr o m  S t a te Regulation.

Mr. B e s s e r  m o v e d ,  s e c o n d e d  

b y  Mr. B r a n n o n

to a d o p t  A R  77-7,

M a y o r  S u l l i v a n  s t a t e d  that they h a v e  h a s h e d  it over and there a r e  

f e e l i n g s  p ro a n d  con. lie said there v/as an a r t i c l e  in the A l a s k a  

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

h e a r i n g s .  W e  c o n t i n u a l l y  talk a b o u t  h o m e  rule, h e  said, a n d  h e  

t h i n k s  thi s  is o n e  of the things that r e l a t e s  to h o m e  rule. M o s t  

h o m e  r u l e  c i t i e s  a r c  n ot r e g u l a t e d  in o t h e r  states, h e  n o t e d ,  a n d  

the f i n a n c e  p e o p l e  i n d i c a t e  this, and h e  t hinks "this m ay c a u s e  

h i g h e r  r a t e s  f or A n c h o r a g e .  H e  s a i d  that h e  w o u l d  lik e  to s it d o w n  

w i t h  t he A s s e m b l y  a n d  to w o r k  this out, if this is passed. H e  said 

t h e r e  m i g h t  b e  a n  e f f e c t i v e  d a t e  of J u l y  1st or S e p t e m b e r  1st.

C h a i r m a n  R o s e  h a n d e d  the gavel to V i c e - C h a i r m a n  Brannon.

Mr. R o s e  s a i d  that h e  h a s  a l e t t e r  f r o m  P e t e  A r g e t s i n g e r ,  A s s i s t a n t  

M u n i c i p a l  A t t o r n e y ,  w h i c h  goes into d e p t h  as to a scheme a n d  p a t t e r n  

f o r  this. H e  t a l k s  of T i t l e  29 a n d  w h a t  h e  h i m s e l f  is p r o p o s i n g  is 

a n  o r d i n a n c e  tha t  s p e l l s  out h o w  they w i l l  still s e l f - r egulate.

Mr. R o s e  a s k e d  for a m o r e  o r d e r l y  a p p r o a c h  then w h a t  the M a y o r  h a s  

r e c o m m e n d e d .  H e  w o u l d  l i k e  to do two things, h e  said; one, d o  n ot 

v o t e  i t  down; two, table it w i t h  s p e c i f i c  r e c o m m e n d a t i o n s  t h a t  the 

A d m i n i s t r a t i o n  b r i n g  b a c k  a n  o r d i n a n c e  a n d  b r i n g  it b a c k  o n  the 

t a b l e  a f t e r  t h e  o r d i n a n c e  is introduced.

M a y o r  S u l l i v a n  a s k e d  if they w o u l d  b e  w i l l i n g  to consider it a s  a n  

e m e r g e n c y  o r d i n a n c e ,  and Mr. R o s e  r e p l i e d  h e  had no p r o b l e m  w i t h  

that.

Mrs. S t u r g u l e w s k i  s a i d  that she f e l t  n a t i o n a l l y  there h a v e  b e e n  

d e v e l o p e d  s o m e  s u s p i c i o n  of m o n o p o l i e s  a n d  that is w hy t h e s e  

r e g u l a t o r y  c o m m i s s i o n s  a r e  necersary. T o  r e q u e s t  d e r e g u l a t i o n  

a t  this time, she said, is lik e  l e t t i n g  the fox loose w i t h  the 

c h i c k e n s ,  w h i l e  F a r m e r  J o h n  is o n  v a cation. S h e  m e n t i o n e d  the 

C h a r t e r  C o m m i s s i o n  and its d i f f i c u l t y  in g e t t i n g  i n f o r m a t i o n  

o n  f i n a n c e  f r o m  the u t i l i t i e s ,  a n d  she felt they had b e t t e r  

t ake a  goo d  l o o k  at this. S h e  felt that: t h e r e  w a s  a gr e a t  d e a l  

of. e x p e r t i s e  i n v o l v e d  a n d  un t i l  they get the w h o l e  f i n a n c i a l  

p i c t u r e  s t r a i g h t e n e d  out, they s h o u l d  m o v e  v e r y  slowly.

Mrs. S e l k r e g g  s a i d  that she s u p p o r t e d  A r l i s s 1 s t a t e m e n t  a nd that 

s h e  w o u l d  l i k e  to v o t e  a g a i n s t  it a n d  s t u d y  the issue for a l o n g e r  

p eriod. S h e  f e l t  there s h o u l d  b e  a b e t t e r  info r m e d  p u b l i c  b e f o r e  

m a k i n g  s u c h  a decision.

Mr. W a l s h  m o v e d ,  b ut 

it died for lack of 

a second,

to p o s t p o n e  a ction 

for a p e r i o d  of one 

m onth.

Mr. R o s e  m o v e d ,  s e c o n d e d  

b y  Mr. B e s s e r

to p o s t p o n e  A R  77-7, 

p e n d i n g  a c t i o n  by the 

A d m i n i s t r a t i o n  to d r a w  

an o r d i n a n c e  for i n t r o­

du c t i o n  and bearing, 

w h i c h  w o u l d  b a s i c a l l y  

impose those checks 

and b a l a n c e s  c o n t a i n e d  

in T i t l e  29, a p p l y i n g  

to a h o m e  r u l e  char t e r ,  

w i t h  spec i f i c  times and 

d a t e s  for h e arings.

Mr. R o s e  s a i d  that then on the. n i g h t  of a d o p t i o n ,  this r e s o l u t i o n  

could c o m e  b a d :  b e f o r e  the Assembly.

Mr. C h i e i  said lie w o u l d  like to a b s t a i n  f r o m  v o t i n g  b e c a u s e  they 

are. u n d e r  c o n f l i c t  b e c a u s e  of the PUC.

U T I L I T I E S  

A R  77-7 

E x e m p t i o n  of 

Anch. Mun. 

U t i l i t i e s  from

S t a t e  R e g u l a t i o



Mr. Ros e  m oved, s e c o n d e d  to table A R  77-7.

b y  Mr. B e s s e r

Mrs. S e l k r e g g  r e q u e s t e d  F I O  to p r e p a r e  i n f o r m a t i o n  f o r  the p u b l i c  

a s  to w h a t  the P U C  does as a n  e d u c a t i o n a l  process.

Mr. R o s e  as k e d  if the A d m i n i s t r a t i o n  w o u l d  a s s ent, t h e y  w o u l d  like 

t o  try to rough out a n  o r d i n a n c e  a n d  flesh it out a n d  make, it 

a v a i l a b l e  to the Assembly.

V i c e - C h a i r m a n  B r a n n o n  called for the v o t e  to table, a n d  it p a s sed:

AYES: ’ Ish, Marsh, S e l k r e g g ,  B e s s e r ,  Rose, Baer.

KAYS: nnon, Knowles, S t u r g u l e w s k i .

A B S T A I N :  Jhiei.

C . O r d i n a n c e  No. A O  77-59, a n  o r d i n a n c e  A d o p t i n g  T i t l e  26 of the 

A n c h o r a g e  Co d e  to b e  E n t i t l e d  "Utilities".

1. A s s e m b l y  M e m o r a n d u m  Ko. A M  142-77, r e g a r d i n g  same..

2. A s s e m b l y  M e m o r a n d u m  Ko. A M  1 4 2 - 7 7A, r e g a r d i n g  same.

C h a i r m a n  R o s e  a g a i n  h a d  the g a v e l  a n d  sa i d  that h e  w o u l d  l i k e  to 

p u t  this a s i d e  t e m p o r a r i l y  a nd t a k e  it u p  at the l a t e r  m e e t i n g ,  

if there w a s  n o  o b j ection; th e r e  w a s  n o  objection.

D . O r d i n a n c e  Ko. A O  77-23, a n  o r d i n a n c e  A d o p t i n g  a T i t l e  24 of the 

A n c h o r a g e  M u n i c i p a l  C o d e  to b e  e n t i t l e d  " S t r e e t s  a n d  R i g h t s - o f -

SssCLz. '
1. A s s e m b l y  M e m o r a n d u m  Ko. A M  59-77, r e g a r d i n g  same.

2. R e s o l u t i o n  Ko. A R  77-24, a r e s o l u t i o n  e s t a b l i s h i n g

a S c h e d u l e  of P e r m i t  F e e s  as p r o v i d e d  in S e c t i o n  

2 4 . 3 0 . 0 9 0  D of the M u n i c i p a l  Cod e  of O r d i n a n c e s .

a . A s s e m b l y  M e m o r a n d u m  Ko. A M  5 9 - 7 7B, r e g a r d i n g  s a m e .

Mrs. S t u r g u l e w s k i  m o v e d ,  

s e c o n d e d  b y  Mr. B r a n n o n

to a p p r o v e  A O  7 7 -23.

Mrs. S t u r g u l e w s k i  s u g g e s t e d  that the a m e n d m e n t s  i n c l u d e d  in 

A R  77-2A b e  approved, a nd Mr. S w i n g  p o i nted out t h a t  A M  5 9 - 7 7 B  

i n c l u d e d  a l l  the amendm e n t s .

Mrs. S t u r g u l e w s k i  moved, 

s e c o n d e d  b y  Mr. W a l s h

to amend b y  a p p r o v i n g  

A M  5 9 - 7 7B, w h i c h  c o n­

tained a l l  t h e  a m e n d m e n t s .

AY E S :  Chiei, W a lsh, M a r s h ,  S e l k r e g g ,  B e s ser, Rose, B r a n n o n ,

Kn o w l e s ,  S t u r g u l e w s k i ,  Baer.

KAYS: Kone.

C h a i r m a n  R o s e  t h e n  a s k e d  for the v o t e  o n  A O  77-23 a s  a m e n d e ^ , 

m d  i t  passed:

AYES: C hiei, W a l s h ,  Marsh, Sel k r e g g ,  B e s ser, Rose, B r a n n o n ,

Know l e s ,  S t u r g u l e w s k i , Baer.

KAYS: Kone.

Mr. W a l s h  moved, 

s e c o n d e d  by Mr. 

B e s s e r

to a p p r o v e  A R  77-24.

C h a i r m a n  R o s e  a s k e d  if there w e r e  any p r o b l e m s  w i t h  this, and 

Mr. S w i n g  said that Mr. B o l l i n g e r  w o u l d  be a b l e  to r e s p o n d .

Mr. B o l l i n g e r  s a i d  that there w i l l  be no fee u n l e s s  w h a t  is 

p r o p o s e d  e n d a n g e r s  the r i g h t - o f - w a y ,  then a fee of $ 2 . 5 0  w o u l d  

b e  charged.

T h e r e  w a s  further d i s c u s s i o n  of p l a n t i n g  of trees, r e t a i n i n g  

w a l l s  and r o c k  g a r d e n s  in this area, and Mr. B o l l i n g e r  said 

LlmL if s o m e o n e  was go i n g  to put a  la r g e  b o u l d e r  o n  toj> oL 

a gas line, then there m i g h t  be a probl'a, b ut o t h e r  than that, 

h r *  r l  i  r l  n r » * -  f r » r r » K p e  a n v .
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and it w a s  p a s s e d  h e a r i n g  on the ne x t  item.

w i t h o u t  objection,

11. R e s o l u t i o n  Mo. A R  77-7, .irresolution r e l ating to e x e m p t i o n  

of A n c h o r a g e  M u n i c i p a l lit L.litips from S t a t e  R e g u l a ti o n .

T h e  p u b l i c  h e a r i n g  o n  R e s o l u t i o n  Ko. A R  77-7 w as opened.

RU T H  MOF.K s tated that she w o u l d  like the A s s e m b l y  to not t a k e  

a c t i o n  on r e m o v i n g  n o n - c o m p e t i t i v e  uti l i t i e s  fro m  u n d e r  Al’UC 

regulation. She d o e s  not believe, she said, that the cos t  to 

h er f r o m  the u t i l i t y  w o u l d  go d o w n  were they not r e g u l a t e d  b y  

A P U C  and s he v i e w s  A P U C  as a sort of guard a g a inst the f a c t  
that r a t e s  co u l d  b e  r a i s e d  indiscriminately... She l i v e s  i n  an 

o u t l y i n g  area, she said, and rece i v e s  no benefit f r o m  the p r o f i t s  

of the u t i l ities, o n l y  pay s  into them.

R I C H A R D  H A N G E R  s t a t e d  that h e  is in b u s i n e s s  p u t t i n g  in p r i v a t e

P B X  s y s t e m s  in A n c h o r a g e .  A  legal mono p o l y  is the b e s t  r e a s o n

for r e g u l ation, h e  said. A n y  changes of tariffs or o t h e r  p r o v i­

sions, he said, m u s t  m e e t  ba s i c  rules to stand a t e s t  in c o urt, 

no m a t t e r  w h o  r e g u l a t e s’ them. Mr. Hanger no t e d  that the A P U C  has 

a b u d g e t  of $1.3 m i l l i o n  and a staff of 31 people. A  s t a f f  w i l l  

b e  r e q u i r e d  b y  w h o e v e r  d o e s  the regulating, he said, a n d  h e  

e s t i m a t e d  a  b a r e  m i n i m u m  of 3 if the A s s e m b l y  r e g u l a t e s  m u n i c i p a l  

ut i l ities. H e  d i s t r i b u t e d  to the A s s e m b l y  a n  a r t i c l e  on the 

A P U C  a n d  a h a n d o u t  r e l a t i v e  to typical c h a rges f r o m  A T U  to an 

A n c h o r a g e  b u s i n e s s  firm.

L L O Y D  M O R R I S  o f  C o m m u n i c a t i o n s  E n g i n e e r i n g  s tated that h i s  f i r m  

h o l d s  a c e r t i f i c a t e  of c o n v e n i e n c e  and n e c e s s i t y  f r o m  the A P U C  

to p r o v i d e  r a d i o - t e l e p h o n e  s e r v i c e  in Anchorage. H e  lias a 

problem, h e  said, u n d e r s t a n d i n g  h o w  A T U  is n o n - c o m p e t i t i v e ,  

si n c e  it d o e 3  hav e  a c e r t i f i c a t e  to p r o v i d e  the s a m e  s e r v i c e  

as h is company, a l t h o u g h ,  it does not at this time to d o  so.

Tf A T U  did p r o v i d e  this s e r vice for which it is c e r t i f i e d ,  

he said, it. w o u l d  d e f i n i t e l y  he c o mpeting w i t h  C o m m u n i c a t i o n s  

Engine e r i n g ,  w h i c h  w o u l d  p l a c e  A T U  in the i d e n t i c a l  p o s i t i o n  

of the .electric u t i l i t y  c o m p e t i n g  wi t h  CAU. For t h i s  r e a s o n ,

Mr. M o r r i s  stated, h e  feels that A TU should he w i t h d r a w n  f r o m  

the r e s o l u t i o n  b e f o r e  the Assembly.

B O B  J O H N S O N  s tated that for the past three years he h a s  b e e n  on 

the W a t e r  Co m m i s s i o n ,  w o r k i n g  w i t h  the A n c h o r a g e  W a t e r  Util i t y .

He r e c o m m e n d e d  a p p r o v a l  of the res o l u t i o n  b e f o r e  t he A s s e m b l y .  

W h e n  A W U  w a s  p l a c e d  u n d e r  the A P U C  regulation, he r e c a l l e d ,  

it w a s  p l a c e d  there b e c a u s e  their service e x t e n d e d  b e y o n d  

th e i r  j u r i s d i c t i o n  a nd there w e r e  excesses p r a c t i c e d  o n  the 

p e o p l e  o u t s i d e  of their j u r i s d i c t i o n  but v h i c h  r e c e i v e d  t h e  

services. T h i s  con d i t i o n ,  he said, no longer exists. A P U C  

r e g u l a t i o n  i m p a c t s  t h e i r  growth, he continued; it t a k e s  9 to 

18 inontlis to g e t  a c a s e  through the C o m m ission b e c a u s e  t he 

C o m m i s s i o n  m u s t  w e i g h  that case against all o t h e r s  i n  the 

state. But m e a n w h i l e ,  h e  said the utility cannot s e l l  b o n d s  

b e c a u s e  there is no r e v e n u e  c oming in to j u s t i f y  b o n d s .  T h e  

W a t e r  C o m m i s s i o n  v/as satisfied, he said, w i t h  the w o r k  of the 

APUC. Mr. J o h n s o n  r e c o m m e n d e d  that the A d m i n i s t r a t i o n  h i r e  the 

e x p e r t i s e  n e c e s s a r y  a nd take it under M u n i c i p a l  c o n t r o l  s o  that 

the u t i l i t i e s  can m o v e  at the speed they need to move, lie 

c o n t i n u e d  w i t h  r e c o m m e n d a t i o n  that the M u n i c i p a l i t y  e s t a b l i s h  

these u t i l i t i e s  as p u b l i c  corpor a t i o n s  under one h e a d  a n d  that 

the u t i l i t i e s  pay taxes or c o n t ributions in lieu of ta x e s  

and o p e r a t e  in a b u s i n e s s  like m a n n e r  and the A s s e m b l y  w o u l d  

a p p r o v e  or d i s a p p r o v e  a n y  rates. He would e n v i s i o n  the A s s e m b l y  

s i t t i n g  as an a p p e l l a t e  body, he continued, rather than a  

h e a r i n g  body on rat e  cases.

PAT REDMOND, s p e a k i n g  as a consumer, stated at f i r s t  g l a n c e  she 

d o e s  not wan t  h e r  p u b l i c  u t i l i t i e s  taken out from u n d e r  A P U C  

r e g u l ation. Some of the things she considered w e r e  the c o s t  

of M u n i c i p a l  re g u l a t i o n ,  the time and the politics. M o s t  

u t i l i t i e s  are reg u l a t e d ,  she said, and she would l i k e  for 

A n c h o r a g e ' s  to h e  regulated, and by APUC.



Ul.lcW JEW
j o w n e d  by the f o r m e r  City, she said, go to the former City;

a n d  those w h o  live o u t s & l e  need the p r o t e c t i o n  of APUC. If 

a  u t i l i t y  is not c o m p e t i n g  w i t h  others, she c o n t i n u e d ,  that 

m e a n s  it is a m o n o p o l y  and that m e a n s  it s h o u l d  he regulated, 

j T h e  A s s e m b l y  s h ould consider, s h e  p o i n t e d  out, that the

j A P U C  h as a great de a l  of expertise; and should be a b o d y

that the M u n i c i p a l i t y  w o r k s  with, r a t h e r  than against.

W e r e  this the case, she said, s he d o u bted that the b i l l s  for 

rate, ca s e s  w o u l d  h a v e  b e e n  as high as they h a v e  been. Mrs. 

j F r o h n e  no t e d  that F a i r b a n k s  is l o o k i n g  at a s k i n g  to b e

r e g u l a t e d  by APUC; and i n  c l o s i n g  she stated that d e r e g u l a -  

» tion f r o m  A P U C  and M u n i c i p a l  r e g u l a t i o n  i n d e e d  r e q u i r e  a

'{ v o t e  of the p e o p l e  under the p r o v i s i o n s  of the Charter.

l. J E F F  L O W ENFELS, a p r i v a t e  citizen, n o t e d  that h e  w a s  s p e a k i n g

i as such, a l t h o u g h  in the past h e  has r e p r e s e n t e d  A P U C ,  since

h e  w o r k s  i n  the A t t o r n e y  G e n e r a l ' s  Office, lie s t r e s s e d  that 

h e  w a s  s p e a k i n g  as a p r i v a t e  citizen. G e n e r a l l y ,  he stated, 

the r u l e  is that rate case e x p e n s e s  are p a s s e d  to the subscribers. 

j I n  the $ 4 0 0 , 0 0 0  M u n i c i p a l  case, he said $ 1 5 0 , 0 0 0  w a s  d i s a l l o w e d

£ b y  A P U C  a n d  the re s t  w i l l  be p a s s e d  on. S p e a k i n g  to c o m m e n t s  in

1 f a v o r  of self re g u l a t i o n ,  Mr. L o w e n f e l s  s t a t e d  that h e  w o u l d

\ h a t e  to t h i n k  of t he q u a l i t y  that wo u l d  be s a c r i f i c e d  b y  r e m o v a l

f r o m  A P U C  j u r i s d i c t i o n .  The C o m m i s s i o n  and i t s  staff spend an 

j i n c r e d i b l e  a m o u n t  of time, he said, w o r k i n g  o n  the c a s e s  that

■ go b e f o r e  them; and he doe s  not feel the A s s e m b l y  h a s  the time

n o r  the g u t s  to h a n d l e  a  hot r a t e  case. H e  c o n t i n u e d  that he did 

| n o t  f e e l  it w o u l d  be fair to the r a t e - p a y e r s  to h a v e  the issue

i of q u a l i t y ,  and cost of s e r vice kicked a r o u n d  a s  a p o l i t i c a l

foo t b a l l .  In r egard to the p r e v i o u s  s t a t e m e n t  that there 

t w e r e  n o  l o n g e r  a n y  p r o b l e m s  of d i s c r i m i n a t o r y  rates, Mr. L o w e n f e l s

| n o t e d  that A T U  a t t e m p t e d  to set up 5 r a t e  z o n e s -  the further

5 f r o m  the c e n t e r  of town one lived, the h i g h e r  t he r a t e s  they
w o u l d  pay.

/

} I K K  W A L D R O P ,  b u s i n e s s  m a n a g e r  for IBEW, s t a t e d  that h e  f avors

J t he r e s o l u t i o n ,  f e e l i n g  that it could r esult i n  s u b s t a n t i a l

s a v i n g s  to the utilities. The c o n s u m e r s  w o u l d  h e  p r o t e c t e d  

\ a n d  b e t t e r  served, h e  continued, b e c a u s e  the A s s e m b l y  is m o r e

r e s p o n s i v e ,  b e i n g  an e l e cted body, e l e cted b y  the rate- p a y e r s .

c

' B E R T  AYER, r e p r e s e n t i n g  HALO, s t a t e d  that h i s  o r g a n i z a t i o n  is

o p p o s e d  to p a s s a g e  of this resolution. M e m b e r s  of the H i l l s i d e  

feel the n e e d  for a d i s i n t e r e s t e d  party, h e  said, w h i c h  is not

a p a r t y  of the b o d y  politic, to r e g u l a t e  their t e l e p h o n e  and

e l e c t r i c  u t i l ities. T h e y  do n o t  feel, he c o n t i n u e d ,  that the 

tim e  h a s  c o m e  for M u n i c i p a l  regulations. T h e y  w e r e  a l s o  v e r y  

u pset, Mr. A y e r s  said, a b o u t  the c o n d i t i o n  of the A n c h o r a g e  

W a t e r  Utility. T h e y  a l s o  feel, he said, tha t  A T U  w o u l d  he in 

’< b e t t e r  c o n d i t i o n  if it did not support: the g e n e r a l  f u n d  as m u c h

I n s  it does.

A L  P I S T O R I U S  of A T U  s t ated that he felt sur e  the A s s e m b l y  co u l d  

d o  j u s t  as go o d  a j ob as the A P U C  and p r o b a b l y  w i t h  l e s s  money. 

R e l a t i v e  to compla i n t s ,  Mr. P i s t o r i u s  said he felt s u r e  the 

u t i l i t y  w a s  r e s p o n s i v e  at this time, no m a t t e r  w h o  w a s  c a l l i n g  

w i t h  the c o m p l aints. If p e o p l e  really looked at the cost of 

p r o v i d i n g  the service, in the m o r e  o u t l y i n g  a reas, he said, the 

s u b s i d y  is r e a l l y  in reverse, w i t h  the u r b a n i z e d  a r e a  s i o p o r t i n g  

or c o n t r i b u t i n g  to s e r vice in the o u t l y i n g  areas. S p e a k i n g  to the 

t e l e p h o n e  systems, Mr. P i s t o r i u s  no t e d  that last y e a r  A n c h o r a g e  

r a n k e d  16th in the n ation s i z e - w i s e  a m o n g  p r i v a t e  companies. 

S p e a k i n g  to the M u n i c i p a l  systems, Mr. P i s t o r i u s  n o t e d  that 

A l a s k a  h a s  four municipal u t i l i t y  systems a n d  the o n l y  6lher one 

in the U n i t e d  S tates is in Montana.

T O M  S T A H R  of the e l e c t r i c  u t i l i t y  stated that S e a t t l e  City L i g h t  i 

r e g u l a t e d  by the municipal, government. T h e y  p r o v i d e  e x c e l l e n t  

serv i c e ,  he said, and have the lowest rates in rite nation. T h e  

S t a t e  r e g u l a t e s  u t i l i t i e s  in an adjacent area, he continued, at 

a m u c h  h igher cost. Mr. Stahr s tated that he felt r e g u l a t i o n  

s h o u l d  be d u n e  by the Assembly. Seattle, he noted, d e c s  h a v e  

a r a t e  d e p a r t m e n t  and it goes front that ra t e  d e p a r t m e n t  to the
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Mr.s a i d , one b efore the A s s e m b l y  and one b efore the APUC.

M c r r e l l  said he had no objecti^on to l e t t i n g  the Assemb.lv k n o w  

w h a t  they a r e  g o i n g  to do and g o i n g  to take b efore the APUC; hut 

ho d e f i n i t e l y  doe s  not want two hearings. Mr. M e r r e l l  p o i n t e d  

out Lo the A s s e m b l y  that the A n c h o r a g e  Water. Utility s t a r t e d  a 

rate c a s e  in late 1974 w h i c h  w e n t  on through all of 1975; an 

i n t e r i m  ra t e  w as g r a nted in .1976 and they just had the tinal 

h e a r i n g s  now, in 1977. T h a t ' s  an a w f u l l y  long time to w a i t  to 

get a ra t e  e s t a b l i s h e d ,  he said; and he feels the A s s e m b l y  wo u l d  

be m o r e  responsive.

T h e r e  b e i n g  no one el s e  w ho w i s h e d  to be heard, the h e a r i n g  was 

closed.

Mr. M a r s h  moved, 

s e c o n d e d  by Mr. Smith,

to a p p rove R e s o l u t i o n  No. 

A R  77-7.

M a y o r  S u l l i v a n  no ed that t he A d m i n i s t r a t i o n  w a s  o n l y  a s k i n g  for 

n o n - c o m p e t i t i v e  u t i l i t i e s  to h e  taken o u t  fro m  un d e r  the j u r i s­

di c t i o n  of APUC. T h i s  w a s  g e n e r a l l y  the intent of the s t a t u t e  

p a s s e d  b y  the L e g i s l a t u r e  some y e a r s  ago, he said. The 

M u n i c i p a l i t y  s u f fers on its bo n d  sale rates, h e  continued, 

b e c a u s e  w e  a r e  r e g u l a t e d  b y  the State. T h e r e  is d e l a y  u p o n  delay 

w i t h  the APUC, h e  said, b e c a u s e  of a d d i t i o n a l  mate r i a l  they 

r e q u e s t  or c h a n g e s  in their rules; a nd these d e l a y s  a m o u n t  to 

m o n t h s  a nd months. Some d e c i s i o n s  take w e l l  over a year, h e  said, 

lie c i t e d  the t e l e p h o n e  rate case as an example, it s t a rted in 

1975, at w h i c h  time the onl y  f i g u r e s  a v a i l a b l e  w e r e  for 1974, then 

in M a y  of 1976, M a y o r  S u l l i v a n  continued, the C o m m i s s i o n  d i r e c t e d  

the M u n i c i p a l i t y  to forget the '74 figures and to w o r k  on *75, 

s o  that a l l  of the w o r k  don e  and time spent had to be d r o p o e d  

in o r d e r  for the w o r k  on '75 f i g u r e s  to begin. In the m e a n t i m e ,  

the M a y o r  said, the M u n i c i p a l i t y  had b e e n  n e g o t i a t i n g  w i t h  

R C A  a n d  w a s  s u c c e s s f u l  in r e a c h i n g  a su b s t a n t i a l  settle m e n t ,  

w h i c h  i n c r e a s e d  the toll revenues. That was what the M u n i c i p a l i t y  

n e e d e d  a nd a l o n g  w i t h  the se t t l e m e n t  the need for cas h  dropped.

If the r a t e  i n c r e a s e  had b e e n  g r a n t e d  prior to the f a v o r a b l e  

s e t t l e m e n t  w i t h  RCA, he p o i n t e d  out, the M u n i c i p a l i t y  w o u l d  

h ave had to go b a c k  to A P U C  for a rate increase. It w a s  not 

the A P U C  action, he said, but the s e t t l e m e n t  w i t h  R C A  w h i c h  

i m p r o v e d  their cas e  p o s i t i o n  for ATU.

Mr. M a r s h  s t a t e d  that he h a d  s erved on City C o u n c i l  w h e n  the 

C o u n c i l  m a n a g e d  the utilities; and he felt that they we r e  

r e s p o n s i v e  and effe c t i v e  in their job.

Mrs. S t u r g u l e w s k i  s tated that she could not support the motion, 

f e e l i n g  that m o r e  needed to be k n o w n  about staffing, time 

co m m i t m e n t ,  cost, etc. T h i s  is a v e r y  s e nsitive issue, s h e  said, 

and the A s s e m b l y  has an e x t r a  o r d i n a r y  responsibility, p a r t i c u l a r l y  

to h e  p e o p l e  o u t s i d e  the City S e r v i c e  Area, on the issue.

Sh has n o t  seen enough, s he said, in the M u n i c i p a l i t y  p r o v i n g  

i t s e l f  to be ab l e  to say that n o w  is the time that it can 

r e g u l a t e  its o wn utilities.

Mr. B r a nnon moved, 

s e c o n d e d  by Mr. M  rsh,

to p o s t p o n e  a c t i o n  on 

O rd i n a n c e  No. AO 7 7 - 5 9  and 

R e s o l u t i o n  No. AR 77-7 for 

two weeks; these i t e m s  to b e  

scheduled as a S p e c i a l  Order 

of Business at that meeting.

Mr. C h i e i  asked to be allowed to a b s t a i n  from voting, n o t i n g  that 

he w a s  n o w  involved in a h e a r i n g  b e f o r e  the APUC.

Q u e s t i o n  on the m o t i o n  to p o s t p o n e  w a s  called and it was passed.

A Y M S : Walsh, Marsh, Rose, Brannon, Smith, Baer

NAYS: Know l e s ,  S t u rgulewski

ABSTAINING: Chiei



i veto message on Ordinance
record, the Assembly's official receipt of the Veto.

GLEN HEATHF.KLY came forward and asked why the residents of 
the area had not heard more about the Ridgeview Manor matter; 
and Mr. Walsh asked if this item could he taken up as a 

Special Order of Business next week.__

There was no indication from the Assembly that they wished to 

discuss the matter further.

Mr. Rose noted that with the veto of Ordinance No. AO  77-32 
next week's meeting would begin at 6 o'clock and would he 

under the old Assembly rules of procedure.

There being no further business to come before the Assembly, 

the meeting was adjourned at midnight.

Chairman

' ATTEST:

; Municipal Clerk 

Date Approved:_



R i c k  Garnett: SB 259 h a s  b e e n  t a l k e d  a b o u t  as d e - r e g u l a t i n g

the A n c h o r a g e  U t i l i t i e s  b u t  is m u c h  m o r e  l i m i t e d  t h a n  that.

T h i s  b i l l  d e a l s  o n l y  w i t h  u t i l i t i e s  in c o m p e t i t i o n  w i t h  

o t h e r  u t i l i t i e s .

It is n o t  the g o a l  o f  the M u n i c i p a l i t y  of A n c h o r a g e  to b e  

u n d e r  the APUC.

If the r e g u l a t i n g  of u t i l i t i e s  is a b e n e f i c i a l  a n d  d e s i r a b l e  

thing, t h e n  w h y  is it that o t h e r  m u n i c i p a l i t i e s  h a v e  not

s o u g h t  s u c h  r e g u l a t i o n .  W h a t  is s e e n  h e r e  is a d r a m a t i c
i

r e s p o n s e  to the s u g g e s t i o n  of  p u t t i n g  u t i l i t i e s  u n d e r

l
r e g u l a t i o n .

W e  h a v e  p u r s u a n t  to t h e  f o r m u l a  in the A d m i n i s t r a t i v e  

S t a t u t e s ,  r e g u l a t i o n s  of all the A n c h o r a g e  M u n i c i p a l  u t i l i t i e s  

o t h e r  than g a r b a g e  at this p e r iod. By r e a s o n  of the c o m p e t i t i o n  

that e x i s t s  w i t h  A E L & P  and C h u g a c h  E l e c t r i c ,  it is on l y  as 

to t h ose u t i l i t i e s  t h a t  t h e r e  is a n y  a l l e g a t i o n  of c o m p e t i t i o n .  

O n l y  A n c h o r a g e  is in th a t  c a t e g o r y .  T h e r e  a r e  m a n y  m u n i c i p a l i t i e s  

in the s t a t e  w h o  do o w n  all t h e i r  o w n  u t i l i t i e s  a n d  r e g u l a t e  

t h e m  p u r s u a n t  to T i t l e  29 a n d  a r e  n o t  s u b j e c t  to this ty p e  

of  r e g u l a t i o n .

A  b r i e f  h i s t o r y  of the b i t u a t i o n  is t h a t  the A E L & P  and 

C h u g a c h  E l e c t r i c  w e r e  in c o m p e t i t i o n  a n d  a l e g a l  b a t t l e



e n s u e d  as to w h o  h a d  r i g h t s  to s e r v i c e  an  area, b a s i c a l l y  a 

t e r r i t o r i a l  t y p e  of  a r g u m e n t .  T h e  S u p r e m e  C o u r t  i n v i t e d  the 

L e g i s l a t u r e  to do s o m e t h i n g  a b o u t  the s i t u a t i o n .  T h e  A P U C  

t o o k  o v e r  the f u n c t i o n ,  a n d  d e l i n e a t e d  the b o u n d a r i e s  a n d  

t h e r e f o r e  s o l v e d  the pr o b l e m .

S e n a t o r  O r s i n i : T h e  A P U C  d e l i n e a t e d  the b o u n d a r i e s  b u t  t h e y

d o n ' t  r e g u l a t e  the m u n i c i p a l  u t i l i t i e s  in F a i r b a n k s ?

R i c k  G a r n e t t : Yes. T h e r e  is a n e e d  for so m e  r a t i o n a l e  for

r e g u l a t i o n s ,  a n d  a n e e d  to p r e v e n t  the o w n e r  a r e a  f r o m  

t a k i n g  u n d o  a d v a n t a g e  of the n o n - o w n e r  area. T o d a y  t h e r e  is 

n o t  long an " i n  c i t y "  or " o u t  c i ty" c o n f l i c t .

N ot c r i t i c a l  of APUC, a n d  th i s  is n o t  a p e r s o n a l i t y  or 

p o l i t i c a l  pr o b l e m .  A p a r t  f r o m  the f i n a n c i a l  a s p e c t s ,  t h e r e  

a r e  b a s i c  l e g a l - g o v e r n m e n t a l  c o n s i d e r a t i o n s .  It is i l l o g i c a l  

to h a v e  a b o a r d  s u p e r v i s i n g  a d e c i s i o n  of e l e c t e d  o f f i c i a l s  

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

ents of t h o s e  e l e c t e d  o f f i c i a l s .  It is a s t r a n g e  a n o m o l y  to 

a s s u m e  that t h o s e  e l e c t e d  o f f i c i a l s  are u n w i l l i n g  or u n c a p a b l e  

of p r o t e c t i n g  the u t i l i t y  or m a k i n g  d e c i s i o n s  in that r e g ard.

S e n a t o r  W i l l i s : Has the A n c h o r a g e  A s s e m b l y  f i n a l i z e d  a

r e c o m m e n d a t i o n ?



R i c k  G a r n e t t : T h e y  a r e  a c t i n g  tonight.

S e n a t o r  S u m n e r : In r e g a r d s  to r a t e  i n c r e a s e s ,  the f i r s t

i n c r e a s e  r e q u e s t e d  w a s  15%, the s e c o n d  2 9 %  a n d  t h e n  31%, 

p l e a s e  exp l a i n .

R i c k  G a r n e t t : T h e  o l d  c i t y  let t h e i r  u t i l i t i e s  go f o r  too

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

m a k e  t h e i r  incre a s e ,  it w a s  d r a m a t i c .  W h e n  y o u  t a l k  a b o u t  

p e r c e n t a g e s  of r a t e  i n c r e a s e s ,  it is d e c e p t i v e  b e c a u s e  p a r t  

of the p r o b l e m  has b e e n  d e a l i n g  w i t h  r a t e  m a t t e r s  a n a l o g o u s  

to p r i v a t e  u t i l i t i e s .  A  m u n i c i p a l  u t i l i t y  o p e r a t e s  b y  

s e l l i n g  r e v e n u e  bonds.

S e n a t o r  O r s i n i: To  w h a t  do y o u  a t t r i b u t e  the d i f f e r e n c e  in

the r a t e  i n c r e a s e s  b e t w e e n  a m u n i c i p a l  u t i l i t y  a n d  t h e  A P U C  

u t i l i t i e s ?

R i c k  G a r n e t t : M u c h  o f  it is the t i m e  delay. It t a k e s  u p  to

6 m o n t h s  t h r o u g h  the APUC. S o m e  f e e l i n g s  are that a m u n i c i p a l  

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

w i t h  the c o n s u m e r ,  bvit the c o n s u m e r  n e e d s  the u t i l i t y  to be 

in g o o d  shape.

T h e  m u n i c i p a l  u t i l i t y  p r o b a b l y  has m o r e  r e s i s t a n c e  to the 

r e g u l a t i o n s  b e c a u s e  the e l e c t e d  o f f i c i a l s  fe e l  th a t  t h e y  

h a v e  the r i g h t  to m a k e  d e c i s i o n s  i n s t e a d  of b u t t i n g  a g a i n s t  

a n o t h e r  e n t i t y  w h i c h  f e e l s  t h e y  c a n  m a k e  the d e c i s i o n s .



D o n a l d  M e y e r : In 1975 it b e c a m e  e v i d e n t  that the m u n i c i p a l

u t i l i t y  n e e d e d  a d i f f e n e n t  s o u r c e  of r e v e n u e  b e c a u s e  it 

w a s n ' t  m e e t i n g  the r e q u i r e m e n t s  u n d e r  the i n d e n t u r e  in w h i c h  

the b o n d s  h a d  b e e n  issued.

N u v e e n  is in a p o s i t i o n  of the i n v e s t o r  and has a b o u t  m i l l i o n s

of d o l l a r s  of t a x  e x e m p t  b o n d  funds o u t s t a n d i n g .  T h e y  are 

like m u t u a l  f u n d s  e x c e p t  w e  d e a l  o n l y  w i t h  m u n c i p a l  bonds.

As s p o n s o r  a n d  s e l l e r  o f  t h e s e  b o n d  funds, w e  h a v e  c r i t e r i a  

that w e  l o o k  to in s e l e c t i n g  m u n i c i p a l  b o n d s  to p u t  in t o  

t h e s e  p o r t f o l i o s  a n d  a m o u n g  t h e s e  c r i t e r i a  is the rating.

W e  d o n ' t  b u y  b o n d s  th a t  a r e  " u n d e r  a cloud", like N e w  Y o r k  

c i t y  bonds, f o r  exa m p l y .  T h i s  c o u l d  h a p p e n  to A n c h o r a g e  or 

F a i r b a n k s  if t h e y  m u s t  c o m e  u n d e r  the A P U C  r e g u l a t i o n s .

S e n a t o r  O r s i n s i : If A n c h o r a g e  or o t h e r  m u n i c i p a l i t i e s  w e r e

i '-gulated, i n v e s t o r s  w o u l d  b e  n e r v o u s  a n d  t h e r e f o r e  the 

b o n d a b i l i t y  w o u l d  b e  p a s s e d  off?

B e l e g r a t i s : Yes. B e c a u s e  A l a s k a  is a s m all place, it has

g o n e  a lo n g  w a y  d o w n  the r o a d  in r e s p e c t  to a c c e p t a b i l i t y .

It has p u l l e d  the m u n i c i p a l i t i e s  a l o n g  w i t h  it.

It's n o t  j u s t  a q u e s t i o n  of d o l l a r s  a n d  cents. It's a c c e s s  

to the m a r k e t .  If a n  i s s u e r  c a n n o t  m e e t  a b o n d  c o v e n a n t ,  

the d o o r  in e f f e c t  is s h u t  to that issuant. The a l t e r n a t i v e  

is to se l l  s u b o r d i n a t e  bonds.



M a r g i n s  o f  s a f e t y  h a v e  b e e n  b u i l t  in t o  t h e s e  b o n d  i s s u a n c e s ,  

b o t h  in t e r m s  of a t e s t  f o r  t h e  i s s u a n c e  of a d d i t i o n a l  

p a r i t y  b o n d s  a n d  a l s o  in  t e r m s  of m a i n t a i n i n g  r a t e s  s u f f i c i e n t  

to do b u s i n e s s  to p r o d u c e  a s u f f i c i e n t  c a s h  flow. T h e s e  

c o v e n a n t s  a r e  t h e r e  for a r e a s o n .  T h e y  are to s a f e g u a r d  the

i n v e s t o r .

N u v e e n  w i l l  p i c k  u p  b o n d s  w i t h  r a t h e r  s t r i n g e n t  r e q u i r e m e n t s .

T h e y  l o o k  to the m a r k e t a b i l i t y  of the bonds, the a c c e p t a b i l i t y  

of A n c h o r a g e .  T h e  c o n s t a n t  a d v e r s i t y  b e t w e e n  the i s s u e r  and 

A PUC, the co s t  a n d  do u b t ,  w i l l  a f f e c t  the m a r k e t a b i l i t y .  We  

s h a r e  the f e e l i r g s  a l r e a d y  e x p r e s s e d  that the m u n i c i p a l  

o f f i c i a l s  a r e  r e q u i r e d  a n d  m u s t  a n s w e r  to t h e i r  c o n s t i t u e n t s ,  

a n d  if the a s s e m b l y  o r  c i t y  c o u n c i l  d i d n ' t  k e e p  t h e i r  c o n s t i t u e n t s  

h a PPy. t h e y  w o u l d  b e  o u t  of  a job.

S e n a t o r  O r s i n i : T o  y o u r  k n o w l e d g e ,  a r e  t h e r e  o t h e r  st a t e s

that h a v e  a p u b l i c  u t i l i t y  c o m m i s s i o n  that r e g u l a t e s  the

m u n i c i p a l i t i e s ?

B e l e g r a t i s : V e r y  few. It is an e x e p t i o n  r a t h e r  t h a n  the

rule.

T h e  p e o p l e  that b u y  b o n d s  a r e  n o t  n e c e s s a r i l y  p e o p l e  like 

y o u  a n d  me. W e  are at N u v e e n .  an " i n s t i t u t i o n a l  hous e " .  W e  

d e a l  w i t h  A l l s t a t e  I n s u r a n c e ,  w h i c h  a n n u a l l y  b u y s  m i l l i o n s  

of  d o l l a r s  of m u n i c i p a l  bo n d s .  B a n k e r s  and i n s u r a n c e  c o m p a n i e s  

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

b u y i n g  b o n d s  a n d  w a t c h i n g  t h i n g s  v e r y  c a r e f u l l y .  W e  k n o w  

t h e y  are c r i t i c a l  a n d  w e  as u n d e r w r i t e r s  m u s t  b e  a w a r e  of

W h a t - 1 r  o n l n a  n r i  1-h t - h p  A P I T f !  ■fn A l n o l r a



r e q u i r e  q u a l i f i c a t i o n s  o f  it's m e m b e r s ?

B e l e g r a t i s : No, I d o n ' t  t h i n k  the m a r k e t  p l a c e  h a s  a n y  ca r e

a b o u t  t h a t .

S e n a t o r  S u m n e r : I a m  c o n c e r n e d .  I w o u l d  r a t h e r  p u t  the

d e c i s i o n s  i n t o  the h a n d s  of e x p e r i e n c e d  p e o p l e  r a t h e r  t h a n  

the public. If the l e g i s l a t u r e  f e l t  a n e e d  foi the A P U C ,  it 

s h o u l d  t h e r e f o r e  r e g u l a t e  the u t i l i t y  as it w a s  set up  to 

do. It is b e y o n d  m e  to b e l i e v e  that the A P U C  v/ould n o t  

g r a n t  a r a t e  i n c r e a s e  s y m e t r i c  w i t h  the needs. If t that is 

the p r o b l e m  w e  m i g h t  l o o k  d e e p e r  in t o  that a s p e c t  of it.

B e l e g r a t i s : A n c h o r a g e  has a c o n v e n a n t , w h i c h  is 1.4 times

n e t  reven u e s .  T h i s  f i g u r e  w a s  d e v e l o p e d  in the pa s t  a n d  is 

w h a t  the m a r k e t p l a c e  dem a n d s .  T h e  .4 is the m a r g i n  of 

s a f e t y  w h i c h  the m a r k e t p l a c e  d e m a n d s  in o r d e r  to b u y  this 

p a p e r .

H o l man: T h e  b e s t  a r g u m e n t  for d e - r e g u l a t i o n  is the h i s t o r y

of the r e g u l a t i o n s .  O n e  of the b a s i c  p r o b l e m s  is t h a t  th e y  

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

f r o m  p r i v a t e  f i n a n c i n g ,  a l t h o u g h  th e y  are t o t a l l y  d i f f e r e n t .  

M u n i c i p a l i t i e s  d o n ' t  h a v e  a n y  e q u i t y  w h e n  s t a r t i n g  out

T h e  p u r p o s e  of r e g u l a t i o n  is to p r e s e n t  a g u i d e l i n e  for 

h i g h e r  r e t u r n s  to the i n v e stor. W i t h  the m u n i c i p a l  s y s t e m

S e n a to r  O r s i n i : I s  i t  a f a c t o r  t h a t  th e  C om m iss ion  does n o t


