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ttCA ALASKA COATMUNICATIOJIB? W W
PHONE: 566-6440 Stl 5 /£]1VWV

RJHEAU, ALASKA 99801

32124 N TDA BETHEL AK 51 04-04 510P AST
PMS SF NATOR JOSEPH ORSINI
JUN
PURSUANT TO SENATE BILL 249 (HB554) A BILL LIMITING MUNICIPAL
LIABILITY IN CERTAIN ACTIONS, THE MAYOR A ID CITY MANAGER OF
THE MUNICIPALITY OF BETHEL STRONGLY SUPPORT AMi URGE YOUR
EMIiCRSEMENT OF THE BILL DURING CURRENT LEGISLATIVE HEARINGS ON
THE BILL. THANK YOU AM) BEST WISHES,

GENE R PELTOLA , MAYOR AN)

BRUCE L BARTLETT, CITY MANAGER
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# ,ALASKA 99301
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02 137 M TPA HOMER AK 50 24-04 SO03P AST .11 5
PMS senator orsini
J UN
IFGE NTLY REQUEST THAT YOU SUPPORT _SB24 9. SITUATION SAME
AS MEDICAL MALPRACTIC FOR MUNICIPAL LIABILITY INSURANCE.
URGENT SOME LIMITS BE PLACED ON EXPOSURE.
LARRY C. FARNEN, CITY MANAGER

HOMER , ALASKA
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1. SB 249
2. A Case for Limited Municipal Tort Immunity in Alaska

3. Explanation of HB 354 and SB 249
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- Senator Joe-0rsini. Alaska STate Senate. Juneau

SUBJECT mUt i | itu Regulation

JFoc-your dinformation--enclosed .is- a- copy of my memo .con- .
cerning Utility Regulation to the Anchorage Municipal
Assembly-,-dated March 17,-19-77. If -1 can provide
further information, or be of assistance, please let

ome= KN OW mmmmmm o m oo oo
Sincerely,
AUTOMATED COMMUNICATIONS, INC.
Richard E.- Hanger
c --T'QNS IMCYV President
3T3u i»"1fr, g

ANCHORAGE ALASKA 09301.

i(007)j ~78.il54a SIGNED

I INO REP - NECESSARY 0 REPLY REQUESTED < USE REVERSE SIDE



Automated Communications; Inc

3138 Commercial Drive
Anchorage. Alaska 99501
(90V) 278*2548
March 17, 1977

TO: ANCHORAGE MUNICIPAL ASSEMBLY
FROM RICHARD E. HANGER, PRESIDENT
AUTOMATED COMMUNICATIONS, INC

SUBJ UTILITY REGULATION

As 1 indicated at your meeting of March 8, 1977, our expertise 1is

only 1in the area of ATU.

The purpose of this letter is to objectively give each of you what
we consider facts in favor and against both methods of regulating

the Utilities.

Assembly Regulation of the Utilities

Pro

1. More citizens attend and participate in Assembly meetings than
attend PUC hearings. ACT has been the only participants and
formal parties at the ATU hearings throughout the past 15 months,
at the PUC.

2. Assemblymen are elected officials and are directly accountable
to the people.

3. The Assembly may have fewer legal restrictions affecting their
judgement and decisions.

Con

1. Tariffs are complex and difficult to understand. In order for
the Assembly to effectively "judge"”, it will necessitate many
hours of "homework".

2. Being elected could make it difficult to make good business
decisions if decisions wou]ld be unpopular politically.

3. The Assembly would have to add additional staff with expertise
in tariffs, 1legal, and accounting. No citizen™ s committee
could spend the time necessary to handle this job.

4. The Municipality would be subject to far mo?e legal suits, -
class action, 1individual, and special 1interest groups.

5. Must contend with the morality of the "Board of Directors”

regulating their own company, which is a legal monopoly.
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6. ATU 1i1s tied to a state-wide network, as well as to the "south
48" . This automatically involves -regulations of the FCC and
PUC for inter and intra state activities. The Assembly would

have to inter-relate with those agencies.

PUC Regulation of the Facility

Pro

1. Appointed officials are normally less likely to be influenced
politically or by special interest groups.

2. Specializes in utility tariffs.

3. Required by law to:

a. Protect the financial viability of the Utility.

b. Assure them a Jlair rate of return.

e. And determine that lurills are lair, just, non-<liscri-
mInatory, non-pi e loieii llal, and compensatory.

4. Al “6ady have a staff, on |Ilie Public payroll, who specialize
in Jtility matters.

5. Have access and experience with the other Utilities through—
out Alaska, National Trade Associations (NARUC) etc., to
compare requests and lilings.

(lull

i. Are required by law to adhere to "Due Process" which necessi —

tates formal hearings and notice to vhe Public.
Mi seellaneous "Grey Areas"

1. ATU spent over $400,000 on rate cases 1in the past 15 months.
Some of that was attributable to deficient tilings and question—
able appeals, and some was attributable tothePUC being ex —
cessively lenient with ATU. I f filings werebetter prepared
and the regulating bodywere firmer, there would definitely be
savings. Question -- Would the Assembly be more decisive than
the PUC, thereby shortening the process?

2. With Assembly control - They and the Mayor would have direct
control over the cash, profits, charges, and where the money
was used. Is this good or bad?

3. Would the taxpayers be paying for a second level of government

staff, or would the PUC reduce their staff in proportion to
that added to the Assembly?



Anchorage Municipal Assembly
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3. Would the taxpayers be paying for a second level of government
staff, or would the PUC reduce their staff in proportion to
that added to the Assembly?

4. The major motivations for the pending Resolution and changes
to AS 77-59 Utilities seem to be:

a. the excessive costs of recent rate cases.

b. the over-ruling by the PUC of the Municipal Ordinance
which would have returned 100% of the profits to the
original City Service Area.

C. the dismissal of a rate structure that would have 1in-—
creased cash flow and income 1in initial years, but left
expenses and costs to be absorbed by future rate payers.

d. the refund of 1.2 million that 1is pending per PUC and
Court Order, and which 1is being contested by ATU.

Are these valid motivations, and would they have arisen if
ATU had been regulated by the Assembly rather than the PUC
is a question which should be addressed.

5. Chairman Rose and Assemblyperson Sturgulewski have suggested
amendments which would allow the Assembly to monitor and pre—
judge filings before they go to the PUC. This would seem to
be a "safe" way to arrive at some of the answers to the above
questions.

ACl, as the only formal participant from the private sector in the
past 15 months of hearings, feels qualified and willing to answer any
questions of either side.

ACIl, being 1in the telephone business and regulated by the free enter—
prise system and competition, rather than a regulatory body, feels we
should abstain from taking sides. On behalf 0T our 200 business
subscribers, WO would rieorj to pull cthem prior to spanking for them.

Sincerely,

AUTOMATED COMMUNICATIONS, INC.

Richard E. Hanger
President

ccC : Mayor George Sullivan

Al Pistorius, Manager
Anchorage Telephone Utility
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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



supports legislation relieving noncompeting utilities owned by
the Municipality of Anchorage from regulation by the Alaska
Public Utilities Commission v/ith respect to all matters other
than service area certification.

Passed and approved by the Anchorage Assembly, this _ day

of , 1977.

Chairman

ATTEST:

Municipal Clerk



Requested by: Chairman of the Assembly
at the request of the Mayor

Prepared by: Department of Lav;” a

For Reading: February 22, 19VV

ANCHORAGE, ALASKA
AR NO. 77-7 .

A RESOLUTION RELATING TO EXEMPTION OF ANCHORAGE MUNICIPAL UTILITIES
FROM STATE REGULATION. - .

WHEREAS, electric, telephone, water and sewer utilities
owned by the Municipality of Anchorage are now subject to regulation
of all phases of their activities by the Alaska Public Utilities
Commission; and - - . .

WHERAS, no other municipally-owned utilities in the State of
Alaska are subject to such regulation; and

WHEREAS, only the electric utility is engaged in competition
with a private utility, and this competition will be eliminated
by final certification of service areas; and

WHEREAS, policy reasons which may have existed er regulatfon
of utilities owned by the City of Anchorage have disappeared with
unification of the former City and Borough; and

WHEREAS, compliance with expensive, complex, and often
inconsistent and unnecessary requirements of the Alaska Public
Utilities Commission imposes a substantial and unwarranted burden
on the Anchorage municipal ratepayer; and

WHEREAS, the Anchorage Assembly, as elected representative
of all citizens in the Municipality of Anchorage, 1including all ~
municipal utility ratepayers, 1is fully competent to provide for

regulation of its utilities An the same manner as other municipalities;

NOW, THEREFORE, be it resolved that the Assembly of Anchorage



B. Resolution No. AR 77-7, a resolution relating to Exemption UTILITIES

£f_Anchorajgc Municipal Utiliti-es from Scato Rcgulat Lon. AR 77-7
Exemption of
Mr. Besser moved, seconded to adopt AR 77-7. Anch. Mun.
by Mr. Brannon Utilities from

State Regulatii
Mayor Sullivan stated that they have hashed it over and there are
feelings pro and con. lie said there was an article in the Alaska
Industry magazine mentioning how few people turnout at public
hearings. We continually talk about home rule, he said, and he
thinks this is one of the things that relates to home rule. Most
home rule cities arc not regulated in other states, he noted, and
the finance people indicate this, and he thinks this may cause
higher rates for Anchorage. He said that he would like to sit down
with the Assembly and to work this out, if this is passed. He said
there might be an effective date of July 1st or September 1st.

Chairman Rose handed the gavel to Vice-Chairman Brannon.

Mr. Rose said that he has a letter from Pete Argetsinger, Assistant
Municipal Attorney, which goes into depth as to a scheme and pattern
for this. He talks of Title 29 and what he himself is proposing is
an ordinance that spells out how they will still self-regulatc.

Mr. Rose asked for a more orderly approach then what the Mayor has
recommended. He would Hke to do two things, he said; one, do not
vote it down; two, table it with specific recommendations that the
Administration bring back an ordinance and bring it back on the
table after the ordinance is introduced.

Mayor Sullivan asked if they would be willing to consider it as an
emergency ordinance, and Mr. Rose replied he had no problem with
that.

Mrs. Sturgulewski said that she felt nationally there have been
developed some suspicion of monopolies and that is why these
regulatory commissions are necessary. To request deregulation
at this time, she said, is like letting the fox loose with the
chickens, while Farmer John is on vacation. She mentioned the
Charter Commission and its difficulty in getting information

on finance from the utilities, and she felt they had better
take a good look at this. She felt that there was a great deal
of expertise involved and until they get the whole financial
picture straightened out, they should move very slowly.

Mrs. Selkregg said that she supported Arliss®™ statement and that
she would like to vote against it and study the issue for a longer
period. She felt there should be a better informed public before
making such a decision.

Mr. _falsh moved, but to postpone action

it died for lack of for a period of one

a second, month.

Mr. Rose moved, seconded to postpone AR 77-7,
by Mr. Besser pending action by the

Administration to draw
an ordinance for intro—
duction and hearing,
which would basically
impose those checks

and balances contained
in Title 29, applying

to a home rule charter,
with specific times and
dates for hearings.

Mr. Rose said that then on the night of adoption, this resolution
could come back before the Assembly.

Mr. Chiei said lie would like to abstain from voting because they
are. under conflict because of the PUC.



ABSTAIN: Chiei. A

Mr. Rose moved, seconded to table AR 77-7.
by Mr. Besser

Mrs. Selkregg requested PIO to prepare informationfor the public
as to what the PUC does as an educational process.

Mr. Rose asked if the Administration would assent, they would like
to try to rough out an ordinance and flesh it out and make it
available to the Assembly.

Vice-Chairman Brannon called for the vote to table,and it passed:

AYES: Walsh, Marsh, Selkregg, Besser, Rose, Baer.
NAYS: Brannon, Knowles, Sturgulewski.
ABSTAIN: Chiei.

C. Ordinance No. AO 77-59, an ordinance Adopting Title 26 of the
Anchorage Code to be Entitled "Utilities".
1. Assembly Memorandum No. AM 142-77, regarding same..
2. Assembly Memorandum No. AM 142-77A, regarding same.

Chairman Rose again had the gavel and said that he would like to
put this aside temporarily and take it up at the later meeting,
if there was no objection; there was no objection.

D. Ordinance No. AO V7-23, an ordinance Adopting a Title 24 of the
Anchorage Municipal Code to be entitled "Streets and Rights-of-
Way" .
le Assembly Memorandum No. AM 59-77, regarding same.

2. Resolution No. AR 77-24, a resolution establishing
a Schedule of Permit Fees as provided in Section
24.30.090 D of the Municipal Code of Ordinances.
a. Assembly Memorandum No. AM 59-77B, regarding same.

Mrs. Sturgulewski moved, to approve A0 77-23.
seconded by Mr. Brannon

Mrs. Sturgulewski suggested that the amendments included 1in
AR 77-24 be approved, and Mr. Swing pointed out that AM 9-77B
included all the amendments.

Mrs. Sturgulewski moved, to amend by approving
seconded by Mr. Walsh AM 59-77B, which con—
tained all the amendments.

AYES: Chiei, Walsh, Marsh, Selkregg, Besser, Rose, Brannon,
Knowles, Sturgulewski, Baer.
NAYS: None.

Chairman Rose then asked for the vote on A0 77-23 as amended,
and it passed;

AYES: Chiei, Walsh, Marsh, Selkregg, Besser, Rose, Brannon,
Knowles, Sturgulewski, Baer.
NAYS: None.

Mr. Walsh moved, to approve AR 77-24.
seconded by Mr.
Besser

Chairman Rose asked if there were any problems with this, and
Mr. Swing said that Mr. Bollinger would be able to respond.

Mr. Bollinger said that there will be no fee unless what 1is
propofied endangers the right-of-way, then a fee of $2.50 would
be charged.

There was further discussion of planting of trees, retaining
walls and rock gardens in this area, andMr. Bollinger said
LhaL XL"someone was going to puL ai.trgo boulder on top ot

a gas line, then there might be a problem, but other than that,
Jim did not- fnrpspf* _mv.



seconaea Dy Mr. smxtn, 1X00r unr.xx nrter cpe. puuin:
and it was passed hearing on the next item,
without objection,

1. Resolution No. AR 77-7, .rresolution relating to exemption
of Anchorage Municipal Utilities iron State Regulation.

The public hearing on Resolution No. AR 77-7 was opened.

RUTII MOF.N stated that she would like the Assembly to not take
action on removing non-competitive utilities from under APUC
regulation. She does not. believe, she said, that the cost to

her from the utility would go dowti were they not regulated by

A1 OC and she views APUC as a sort of guard against the fact

that rates could be raised indiscriminatelyShe lives in an
outlying area, she said, and receives no benefit from the profits
of the utilities, only pays into them.

RICHARD HANGER stated that he 1is in business putting in private
PCX systems in Anchorage. A legal monopoly is the best reason
for regulation, he said. Any changes of tariffs or other provi—
sions, he said, must meet basic rules to stand a test in court,
no matter who regulates® them. Mr. Hanger noted that the APUC has
a budget of $1.3 million and a staff of 31 people. A staff will
be required by whoever does the regulating, he said, and he
estimated a bare minimum of 3 if the Assembly regulates municipal
utilities. He distributed to the Assembly an article on the

APUC and a handout relative to typical charges from ATU to an
Anchorage business firm.

LLOYD MORRIS of Communications Engineering stated that his firm
holds a certificate of convenience and necessity from the ATUC
to provide radio-telephone service in Anchorage. He has a
problem, he said, understanding how ATU is non-competitive,
since it does have a certificate to provide the seune service
as his company, although, it does not at this time to do so.
Jf ATU did provide this service for which it is certified,

he said, it would definitely be competing with Communications
Engineering, which would place ATU in the identical position
of the .electric utility competing wxLh CAU. For this reason,
Mr. Morris stated, he feels that ATU should be withdrawn from
the resolution before the Assembly.

BOB JOHNSON stated that for the past three years he has been on
the Water Commission, working with the Anchorage Water Utility.
He recommended approval of the resolution before the. Assembly.
When AWU v/as placed under the APUC regulation, he recalled,

it was placed there because their service extended beyond

their jurisdiction and there were excesses practiced on the
people outside of their jurisdiction but which received the
services. This condition, he said, no longer exists. APUC
regulation impacts their growth, he continued; it takes 9 to

18 montlis to get a case through the Commission because the
Commission must weigh that case against all others in the

state. Bur meanwhile, he. said the utility cannot sell bonds
because there is no revenue coming in to justify bonds. The
Water Commission was satisfied, he said, with the work of the
Al TC. Hr. Johnson recommended that the Administration hire the
expertise necessary and take it under Municipal control so that
the utilities can move at the speed they need to move, lie
continued with recommendation that the Municipality establish
these utilities as public corporations under one head and that
the utilities pay taxes or contributions in lieu of taxes

and operate in a business like manner and the Assembly would
approve or disapprove any rates. He would envision the Assembly
sitting as an appellate body, he continued, rather than a
bearing body on rate cases.

PAT REDMOND, speaking as n consumer, stated at first glance she
does not want her public utilities taken out from under APUC
regulation. Some of the tilings she considered were the cost

of Municipal regulation, the time and the polilics. Most
util"ties are regulated, she said, and she would like for
Anchorage®s to be regulated, and by APUC.
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owned by the former City, she said, go to the former City;
and those who live outside need the protection of APUC. If
a utility is not competing with others, she continued, that
means it is a monopoly and that means it should be regulated.
The Assembly should consider, she pointed out, that the
APUC has a great deal of expertise; and should be a body
that the Municipality works with, rather than against.

Were this the case, she said, she doubted that the bills for
rate cases would have been as high as they have been. Mrs.
Frohne noted that Fairbanks 1is looking at asking to be
regulated by APUC; and in closing she stated that dcregula-
tion from APUC and Municipal regulation indecu require a
vote of the people under the provisions of the Charter.

JEFF LOWENFELS, a private citizen, noted that he was speaking

as such, although in the past he has represented APUC, since

he works in the Attorney General®s Office, lie stressed that

he was speaking as a private citizen. Generally, he stated,

the rule is that rate case expenses are passed to the subscribers,
In the $400,000 Municipal case, he said $150,000 was disallowed

by APUC and the rest will be passed on. Speaking to comments in
favor of self regulation, Mr. Lowenfels stated that he would

hate to ti.ink of the quality that would be sacrificed by removal
from APUC jurisdiction. The Commission and its staff spend an
incredible amount of time, he said, working on the cases that

go before them; and he does not feel the Assembly has the time
nor the guts to handle a hot rate case. He continued that he did
not feel it would be fair to the rate-payers to have the issue

of quality, and cost of service kicked around as a political
football. In regard to the previous statement that there

were no longer any problems of discriminatory rates, Mr. Lowenfels
noted that ATU attempted to set up 5 rate zones- the further

from the center of town one lived, the higher the rates they

would pay.

IKE WALDROP, business manager for J.BEW, stated that he favors
the resolution, feeling that it could result in substantial
savings to the utilities. The consumers would be protected
and better served, he continued, because the Assembly is more
responsive, being an elected body, elected by the rate-payers.

BERT AYER, representing HALO, stated that bis organization is
opposed to passage of this resolution. Members of the Hillside
feel the need for a disinterested party, he said, which is not
a party of the body politic, to regulate their telephone and
electric utilities. They do not feel, he continued, that the
time has come for Municipal regulations. They were also very
upset, Mr. Ayers said, about the condition of the Anchorage
Water Utility. They also feel, he said, that ATU would be in
better condition if it did not support the general fund as much
as it does.

AT. PISTORIUS of ATU stated that he felt sure the Assembly could
do just as good a job as the APIJC and probably with less money.
Relative to complaints, Mr. Pistorius said ho felt sure the
utility was responsive at this time, no matter who was calling
with the complaints. If people really looked at the cost of
providing the service, in the more outlying areas, he snid, the
subsidy is really in reverse, with the urbanized area supporting
or contributing to service in the outlying ni“cns. Speaking to the
telephone systems, Mr. Pistorius rioted that last year Anchorage
ranked 16th in the nation size-wise among private companies.
Speaking to the municipal systems, Mr. Pistorius noted that
Alaska has four municipal utility systems and the only other one
in the United States 1is in Montana.

TOM STAHR of the electric utility stated that Seattle City Light i
regulated by the municipal government. They provide excellent
service, he said, and have the .lowest rates in Ilhe nation. The
State regulates utilities in an adjacent area, he continued, at

a much higher cost. Mr. Stahr stated that he felt regulation
should be dune by the Assembly. Seattle, be noted, docs have

a rate department and it goes from that rate department to the
P{tru e.Mine J1
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said, one before, the Assembly and one before the AITC. Mr.
Morrell said lie had no objection Lo lotting the Asserab.lv know
what they are going to do and going to take before the APUC; but
lie definitely does not want two hearings. Mr. Merrell pointed
out Lo the Assembly that the Anchorage Water. Utility started a
rate case in late 1974 which went on through all of 1975; an
interim rate was granted in 1976 and they just had the tinal
hearings now, in 1977. ThalL % an awfully long time to wait to
get a rate established, he said; and he feels the. Assembly would
be more responsive.

There being no one else who wished to be heard, the hearing was
closed.

Mr. Marsh moved, to approve Resolution No.
seconded by Mr. Smith, AR T77-7.

Mayor Sullivan noted that the Administration was only asking for
non-competitive utilities to be taken out from under the juris—
diction of APUC. This was generally the intent of the statute

passed by the Legislature some years ago, he said. The
Municipality suffers on its bond sale rates, he continued,
because we are regulated by the State. There is delay upon delay

with the APUC, he said, because of additional material they
request or changes in their rules; and these delays amount to
months and months. Some decisions take well over a year, he said,
lie cited the telephone rate case as an example, it started in
1975, at which time the only figures available were for 1974, then
in May of 1976, Mayor Sullivan continued, the Commission directed
the Municipality to forget the <74 figures and to work on *°75,

so that /ill of the work done and time spent had to be dropoed

In order for the work on *75 figures to begin. In the meantime,
the Mayor said, the Municipality had been negotiating with

RCA and was successful in reaching a substantial settlement,

which increased the toll revenues. That was what the Municipality
needed and along with the settlement the need for cash dropped.

If the rate increase had been granted prior to the favorable
settlement with RCA, he pointed out, the Municipality would

have had to go back to APUC for a rate increase. It was not

the APUC action, he said, but the settlement with RCA vhic.li
improved their case position for ATU.

Mr. Marsh stated that he had served on City Council when the
Council managed the utilities; and he felt that they were
responsive and effective in their job.

Mrs. Sturgulewski stated that she could not support the motion,
feeling that more needed to be known about staffing, time
commitment, cost, etc. This is a very sensitive issue, she said,
and the Assembly has an extra ordinary responsibility, particularly
to the people outside the City Service Area, on the issue.

She lias not seen enough, she said, In the Municipality proving
il.self to be able to say that now is the time that it can

regulate its own utilities.

Mr. Brannon moved, to postpone action on

seconded by Mr. Marsh, Ordinance No. A0 77-59 and
Resolution No. AU 77-7 for
two weeks; these items to be
scheduled as a Special Order
of Business at that meeting.

Mr. Chiei asked to be allowed to abstain from voting, noting that
he was now involved in a hearing before the APUC.

Question on the motion to postpone was called and it was passed.
AYKS: [1/alsh, Marsh, Hose, Brannon, Smith, Baer
HAYS: Knowles, Sturgulewski

ABSTAINING: Chiei



*4

veto message ou Ordinance Mo. au ii~oc> »uu:ié&,
record, the Assembly"s official receipt of the Veto.

GLEN HEATHF.RIA" came forward and asked why the residents of
the area had not heard more about the Ridgeview Manor matter;

and Mr. Valsh asked if this item could be 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. AQ0 77-32
next week®"s meeting would begin at 6 o Tlock and would be

under the old Assembly rules of procedure..

There being no further i "iness to coine before the Assembly,
the meeting was adjourned t midnight.

Chairman

ATTEST:

Municipal Clerk

Date Approved:_



M EMORANDUM April 19, 1977

SUBJLCT: CS for SB 259

TO: Guy Van Doren, Administrative Assistant
Senate Rules Committee

FROM: Jack Chenoweth, Legislative Counsel

CS for SB 259, offered by the Senate Community and Regional
Affairs Committee, terminates the exemption from regulation
by the Alaska Public Utilities Commission of regional elec—
trical authorities. I have been asked to redraft CS for SB
259 to restore regional electrical authorities the exempt
status they now enjoy.

The restoration of the exemption can be accomplished by
amendment of the Committee Substitute -

Page 1, following line 26: Add a subsection (h)
to read:

(h) The provisions of this chapter, other than
secs. 221 - 281 of this chapter, do not apply to a
public utility owned and operatcid by a regional
electrical authority organized under AS 18.57 unless
the owner and operator elects to be subject to the
provisions of this cliapter.

JC:luk
cc: Senator Joe Oreini, Chairman
Senate Community & Regional Affairs Committee
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b) There was no harm to consumer. City error, if any, was not seeking

rate increase sooner.

E. Past and Present Harm From Regulations.

a) Substantial delays have occurred in securing needed rate increases

(Exhibit B). These delays increased the cost of capital improvements
to the detriment of rate payers. See, generally, Stahr memo (Exhibit C).

b) Direct costs are large. Rate studies required to meet the "burden of
proof" imposed by the Commission are v>»ry expensive (Exhibit D).

c) Litigation over PUC decisions has been extensive. Power has a tendency
to expand, especially bureauvcratic regulatory power. M unicipality has
prevailed in many cases. Refer to APUC v. GAAB, Carlson interfund
decision, ML&P bond case, rate suspension case. Litigation is very
costly in terms of attorney's fees (Exhibit E) and delays. There is a

close analogy to City-Borough con flicts which spurred unification.

Costs w ill be a particular problem if the ATU order disallowing costs

of litigation stands (Exhibit F).

F. Indirect And Potential Harm Based On Bond Market Reactions. Very few municipal
utilities are regulated as to rates (Exhibit G). Of those which are regulated,
most do not raise capital primarily by sale of revenue bonds. Testimony of bond

counsel and financial advisors B eligratis, Holman.

G. Capability of PUC. PUC is substantially overburdened and this factor

accounts for much of the delay and hasty consideration of issues. Anchorage

matters are a substantial factor in the PUC's work load (Exhibit H). (b) The

APUC has no particular expertise in Jlocal government affairs, particularly

financing of local utilities. Consistnetly attempts to force municipal utilities

into m-old of private utilities. See Sterling Gallagher testimony (Exhibit 1) .



H. General Policies - There Is A Double Anomaly in the Status Quo.

The present regulatory scheme asserts im plicityly that the Anchorage Assembly

is unable and unwilling to protect its taxpayers and ratepayers by responsible
management of its utilities. Only Anchorage stands under this im plied indictment.
Concerns about due process are groundless. Title 29.48 setting out procedures
for local wtility regulation apply to home rule municipalities (Exhibit J), and

establish the basis for regulation at the present time in most municipalities in

the stats. Commissioner Hall gave an excellent account of these providions in

his THREA Decision. Additionally, the work of the Anchorage Interim U tilities
Commission showuld be considered. This commission was established in the Charter

to focus on the best approach to wutility management and regulation. I'ts final repo;.t

has just been submitted for Assembly consideration (Exhibit K).

This M atter Is Not Of Interest To Anchorage Alone. Testimony from Commissioner
Sterling Gallagher showed the statewide effect of PUC encroachments on the
decision-making prerogatives of municipal utilities. PUC recently proposed regulation
giving the Commission the veto power over issuance of revenue bonds by municipal
utilities. Upon being informed of this development, other municipalities
responded in no uncertain terms as to their attitude toward even the possibility
of PUC regqulation of their affairs (Exhibit L). It showuld be noted that the PUC has
drafted legislation with substantially the same effect and that the comments of

other Alaska municipalities remain relevant (Exhibit M).

CONCLUSION

PUC regulation of Anchorage wu tilities alone is fundamentally unfair. This lagulation
has caused frustration and waste. Continued regulation w ill damage the standing

of Anchorage and all other Alaska wu tilities in the bond market. We ask the

Legislature to resolve the problem by enacting SB 259.
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ANCHORAGE TELEPHONE UTILITY

Schedule of Payments In Lieu of Taxes/Contributions
to General Fund For Years 1971 - 1982

Contributions to

Payment 1in Lieu City of Anchorage

Year of Taxes General Fund Total
1971 365,105 401,990 767,095
1972 502,104 477,442 979,546
197 3 591,324 475,672 1,066,996
1974 - 1,102,400 1,102,400
19 75 i 2 SHo 1,117,040
1976 442 ,696# 549,930## 992,626
1977 1,787,000%* 1,243,000** 3,030,000
1978 1,946,000% 1,209,000** 3,155,000
1979 2,097,000~ 1,285,000** 3,382,000
1980 2,222,000%* 1,323,000** 3,545,000
1981 2,345,000%* 1,398,000** 3,743,000
1982 2,443,000%* 1,431,000** 3,874,000
r One-quarter year only

SS Restricted 1/2 year per U-76-6(6)
* At 18.63 mills
**  40% payout of return on actual equity allowed

by APUC U-7C-6 (12). Assumes Ful lyauthorized
rate of return is actually earned by ATU.

EXHIBIT "A"



Archor .

Manic innl

Anchorage

&N]S of v: camk::

Mo;; ii;.cel” ol 19, {

Telephone utility

Assuming toll settlement r.evptJallonr. 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.

LL"iVt a. ;i Power

All hough a request for rate adjustment Is not planned for this
year, there arc two (2) factors that could make one necessary:

1 Any substantial increase t.0
natural gas costs.

™ itiwstiiitin dr-e>n  niv.ill
sales resulting :"t= tin: warm
Wi:iter. ML;ice reVe;:de IV|> *tS
ivive not been available this
year, the impact can not bo
mojecteu.
A rasV ix [ldctur.in : heard: d>at will not have an impact on

roveiliie, is scheduled for Ap.il 2b, 1977.

j Witer® Wi liiy

As soon a:: lire 197a audit is complete, a detail review must bo

tado, W|th tme possibility lirat now rate revisions may have to
j. An interJjii request nay bo required following

d . =Utility - Ida"io Mlvor

i * e"Ai itmrcituw o. .vAub lic/> AciVKjij**ttirbOiUt v.ril be tried
c;. ivevh Ib, 1977- 1%l Zitaoiit rate restrucUu®lrig and revenue

requirement; will be completed as soon as accounting records
ceoosue available

exhibit "B" - page 1 of



STATUS OF
Remainder

page 2 e

Anchorage

Anchorage

EMU
3/VT77

RA"I"K CASES
of 1977

Sewer Utility - SA J0
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.

Sewer Utility - Girdwood

The rate filing is scheduled for August.

exhibit "B"

page 2 of 7



Erior to July,
a rate increase

however,

1575

June 24

July 3

October

October

October

October

1976

January

February 25

March 12

April 20

RATE CASE HISTORY

Municipal Light and Power

197*%3, Municipal Light and Power had never* applied for
IVoin either the APUC or the City Council. There had,

been certain rate reductions implemented several years ago.

13

21

23

23

19

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

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.

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

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

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

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

MLiP filed for a Permanent Injunction in the Superior
Court for 51*752 rate.

The Superior Court granted permanent injunction.

EXHIBIT "B" - page 3 of



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-

EXHIBIT 1B" - page 4 of 7



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/A] 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 73S.

EXHIBIT "B” - page 5 of



RATE CASE HISTORY
Anchorage Water Utility

page 2 .

March 1 A Penranent rate increase of 51.*IJS 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

EXHIBIT "B" - page 6 of 7



RATS CASE HIS"PJRY

Anchorage Telephone Utility

Other than certain selective rate r. visions, A"iU tod not received a

general rate

m i

December *

_;fu

March 19

March 30

April 9

toy 17

July 1%

M |

Pebruary 17

increase since 1961.

Piled a Permanent I 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.

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

Alii appealed to the Superior Court that APUC acted

uireasonably. The Superior Court granted tto appeal.

APUC allowed inclusion oi interidnds in interim rate.

The total revenue increase allowed was $2, *117,120.

Ponranent rate was filed using a 1979 Test Year.

Request Revenue Requirement of $2,107,72*1.

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

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-RV Ivd:. benefits and non-represeated
five percent (5/5) salary inciivises.



TO: The Honorable Joseph Crsini, Chairman
Senate Community & Regional Affairs Committee

FROM: Thomas R. Stahr, Municipal Light & Power Manager

SUBJECT: Summary of Report on Cost Impact of APUC Regulation
On ML&P Consumers

The attached report details the costs and savings to ML&P customers
which are engendered by APUC regulation. Primarily it deals with
the cost impact of delays in the construction of our waste heat
generating plant. These delays were caused by our inability to
sell revenue bonds until rates and regulatory rulings would

permit revenue bond sales. The salient points of the report are

as fTollows;

Regulatory delay in increasing rates resulted in direct
savings to consumers of $1,790,490.

Financing delays related to rates and APUC rulings have
delayed the on line date for waste heat utilization two
years. This will increase natural gas consumption 4.5
billion cubic feet and increase fuel costs $2,992,950.

The gas lost because of regulatory delays would have
been sufficient to heat nearly all Anchorage homes for
one year.

The construction delays will result in increased plant
costs of $5,000,000 principally due to price escalation
and capitalized interest. This cost increase will
require $8,950,000 additional 1in principal and interest
payments over the life of the plant.

For every dollar our customers saved because of delayed
rate increases, they will have to pay $6.65 in the
future to pay for natural gas wasted and material cost
escalations caused by the same delay.

If one considers the likely future cost o* replacing the extra
natural gas consumed each dollar saving because of delayed rate
increases will ultimately cost our customers $19.18.

There is considerable cause for concern that APUC regulatory
principles will force the acceptance of future energy generation
options which have high life cycle costs and are wasteful of
nonrenewable resources.

Thomas R. Stahr, Manager
Municipal Light & Power
Municipality of Anchorage

TRS:gml

EXHIBIT "C" - page 1 of



INCREASED COSTS TO ML&P CUSTOMERS
BECAUSE OF REGULATION BY APUC

INTRODUCTION

The direct costs of regulation such as rate case expenses, costs

of special studies and costs incurred by the regulatory agency

are in general only the minor part of the total costs the consumers
must bear because of regulation by the Alaska Public Utilities
Commission. Like an 1iceberg, the bulk of the problem is submerged
and not ascertained by casual scrutiny.

ML&P has, 1in my opinion, been quite successful in minimizing

direct regulatory costs, but despite our best efforts and substantial
help from the former City of Anchorage, we have been unable to
prevent multimillion dollar cost increases, which our customers

must ultimately bear, and the utility has been forced to waste
substantial amounts of natural gas which can never be replaced

and must be paid for by our customers. Both of these problems

are directly due to being regulated by the APUC.

BACKGROUND

In 1973, the City Council of the former City of Anchorage determined
it would be in the best public interest to construct a combined
cycle power plant (i.e., utilize waste heat for power generation)
and utilize the low level waste heat (i.e., approximately 80<F)

from this plant to heat the municipal water supply as required to
prevent freezing problems. Certainly the emerging energy crisis

has demonstrated the wisdom of this decision. Financing limitations
precluded the award of a turnkey contract which would require

front end funding. Thus procurement on a piecemeal.basis was the
next best alternative. The first gas turbine was ordered in 1973
and the waste heat turbine-generator and boiler were ordered 1in
early 1974, and scheduled completion (first waste heat generation)
was Tfor mid 1976.

In December of 1974, a bond sale was held to obtain an additional
$6,000,000, primarily for continuing this project. Due to the
impending New York default extremely high interest rates were
bid, additionally, we were advised that substantial 1increases in
the cost of natural gas fuel would occur the following year.
Based on these factors, it was not prudent to increase our debt
until we could be reasonably certain of sufficient income to
repay 1t and meet the bond covenants. At this time, the exact
amount of the fuel increase was not known so it was not possible
to meet the regulatory test of "known and measurable,”™ neverthe —
less, not to include a reasonable estimate of the effect of the
anticipated fuel increase in the projected income available for
bond debt service would be highly improper. Thus, we were effectively
in a regulatory "Catch 22" position where we could not sell bonds
without a rate increase or some assurance increased fuel costs
would not errode the already minimal amounts available for debt
service coverage and we could not request a rate increase based
on cost increases which were not "known and measurable.”™ On
April 20, 1975, we filed for a fuel adjustment clause because
having such a clause in our tariff would allow us to sell enough
bon”s to keep the waste heat project on schedule. This move was
unsuccessful because validated tariff sheets incorporating a fuel
adjustment clause were not issued by the APUC until December 27,
1976.

On July 16, 1975, we obtained some interim rate relief though it
was not sufficient to sell bonds. To help keep the waste heat



project going (not on schedule though) and provide funds for much
needed system reinforcements the City of Anchorage made 4.5
million dollars available to ML&P by means of short term loans.
This was done only after wa had been able to obtain only $600,000
in short term bank financing. In the latter part of 1975 additional
interim increases granted were sufficient for a bond sale but the
order contained language to the effect that the APUC was not
compelled to honor our bond covenants. This prevented municipal
revenue bond sales by any regulated municipal utility. This
problem was, of course, rectified by the courts, but by this time
the waste heat generating project was irrevocably delayed.
Additionally, ML&P suffered a loss of $73,569 for 1975 and was in

technical default because our actual debt service coverage was
below the required 1.4.

On July 1, 1976, ML&P sold 10 million in revenue bonds. This
allowed us to repay the 5.1 million in short term notes, finance
the current years distribution system improvements and issue a

few more contracts on the waste heat project. By this time
escalation had begun to seriously impact on the waste heat project
and cost estimates had to be revised upwards. It was also necessary

to pay for the distribution material which had to be ordered for
the 1977 construction season so there were not sufficient funds
available to complete the waste heat plant. The permanent rate
increases granted on October 26, 1976, provided sufficient coverage
so that on February 22, 1977 an additional 9 million in bonds

could be sold. This does provide sufficient funds to cover the

now escalated cost of this project.

Direct Cost To Consumers Due To Delay.

The waste heat generating plant will significantly reduce the
amount of fuel which must be consumed to generate electric energy.
Originally the first phase of this project was scheduled to be on
line in mid 1976. Without financing delays this date could have
been achieved. It now appears that mid 1978 is the earliest on
line date possible, thus it has been delayed two years. The
initial phase of the project will save 1,500,000 MCF of gas each
year, without the plant this additional gas must be burnt to
supply existing load. Thus the two year delay means 3,000,000
MCF of gas will be consumed which could have been saved by the
waste heat plant.

Additionally, the second phase of the plant which will increase
the gas saving potential up to 3,000,000 MCF per year will be
consequentially delayed at least one year. This latter factor
will result in another 1,500,000 MCF saving being lost. Thus,
the total gas wasted will be four and one-half billion cubic
feet. It is interesting to note that this is 97% of the total
amount of --as used to heat Anchorage homes during 1974. MI.&P
rate payers will currently pay for this gas in their rates and at
our present cost of gas, this will amount to $2,992,950. Thus
the immediate cost of the delays engendered by the APUC will have
an immediate cost impact to Anchorage consumers of approximately
three million dollars. One can only speculate what the additional
cost to all gas consumers will be in the mid 1980"s when the four
and one-half billion cubic feet of lost reserves must be replaced
at the then current price.

Long Term Cost To Consumers Due To Delay.

Originally the waste heat recovery plant was estimated to cost

7.5 million dollars plus engineering. To date costs have exceeded
estimates by 6% over all, but the overrun trend is rapidly accelerating.
On the first three bids actual costs were 5% below estimate, on



the next eight cost exceeded estimates by 33% and on the last
two items bid costs exceeded estimates by 48%. Additionally, the
delays have increased capitalized interest, and engineering costs
have increased several hundred thousand dollars. Overall cost
increases due to delays will be in the order of three million
dollars.

The second phase of the project has escalated even more. The

first gas turbine and waste heat boiler cost approximately 5.5

million installed, the second units a.re now estimated at 10

million installed. While the original schedule would have

allowed for some delay 1in installing the second phase of this

project, there is no question but that at least two million

additional cost has been engendered by APUC related delays.

Thus, considering xnancing costs, our consumers will pay approximately
9 million dollars more over the life of this plant for cost

escalation.

Future Costs From Regulation.

It is becoming increasingly clear that future power sources must
be from hydro or coal. Economic studies we have made show that
areas which rely on coal as their principal energy source have
retail rates approximately twice as high as areas which rely
principally on hydro. Hydro plants are generally at least twice
as expensive as coal burning plants on a first cost basis. Even
coal burning plants cost four to five times the cost of simple
cycle gas turbine plants. Therefore, it is clear that future
investments for power generation will be five to ten times higher
than the current cost of gas turbines. Under rate of return
regulation currently in vogue at the APUC, it will be impossible
for any major Alaskan utility to fund the required projects
because even minimal bond coverage on the debt would imply an
excessive return on equity. Unless this regulatory stumbling
block can be removed, Alaskans will be condemned to every 1increasing
energy costs because regulatory constraints will preclude the

selection of the lowest life cycle cost alternatives. This will
also place us in opposition to national energy conservation
programs. One bill currently before Congress proposes a penalty

to increase the cost of natural gas used for power generation to
$3.00 per MCF.

Immediate Consumer Savings Due To Regulatory Delay.

To offset the increased fuel and long term costs, our consumers
must bear, it is only proper to consider the immediate savings
they realized from regulatory delay. Had the APUC not been
involved, rates would have been set to provide the required debt
service coverage. For 1978 this would have been the required
coverage on existing debt plus the additional 6 million bonds not
sold in late 1974. For 1976 the required amount would be for the
then existing debt plus that required for an additional 10 million
early in the year. For 1977, the funds required would have been
less due to the savings made by timely construction. Thus, no
additional rate increases in 1977 would have been required to
meet the original construction schedule.

To have maintained a minimum coverage of 1.6 times debt service

and sold bonds as previously noted would have required an additional
revenue of $1,217,573 in 1975 and $572,917 in 1976. This would
correspond to a 14.6% increase in 1975 and 4.8% 1in 1976 above

that actually received. In 1977 current rates would suffice.

Thus, the total amount saved the rate payers was $1,790,490.

EXHIBIT "C" - oanP 4 of *



CONCLUSIONS

To summarize the overall cost impact of the delays imposed by the
APUC, we have the following:

Increased natural gas consumption 4,500,000 MCF
at $0.6651 = $2,992,950

Increased debt service to cover escalations
$5,000,000 principal and 3,950,000 interest* = 8,950,000

Cost to replace 4.5 BCF gas reserves 1in 1985
at 7/MCF =

Immediate savings to consumers due to delayed
rate increases = 1,795,490

Net Cost to Consumers = $10,147,460
Or in terms of cost benefit ratio;

Cost to consumers - $11,942,950 = 6.65
Benefit to Consumers $1,795,490

Thus for every dollar of immediate savings ML&P customers received
due to delayed rate increases, they will pay an additional $6.65
in the future.

If we take into account the future cost of replacing the natural
gas reserves consumed because of the delays imposed on the waste
heat generation project, and use the frequently quoted $5.00/MCF
price estimate for 1985, Anchorage consumers will pay up to
$19.18 for each $1.00 of immediate savings they received.

When one also takes into account the limitations on future energy
production alternatives regulation may impose, it becomes clear
that Alaskan consumers should not be required to bear such
excessive costs.

Thomas R. Stahr, Manager
Municipal Light & Power
Municipality of Anchorage

* Based on weighted cost of total ML&P debt.



AKCriGKAGE WATER UTILITY

Rate Case Expenses
to October 31, 19/6

CH2M il $ 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,M7

Supplies 95

Advertising® 3Nl

Transcripts 1,92*1 10,850
TOTAL $ 220>57F

»JUCY Ui i

12/ 10/76

- EXHIBIT "D" - page 1 of



MUNICIPAL LIGii? AMD POVER

Rato Case Kxpenoes e

to October 31, 1976

CH2M 11111
Andrew Zarisky

Peat, Marwick, Mitchell
& Company

Hughes, Thorsneca, Gants:,
Powell & Rrudln

Kempple & iiurftiian
Associated Utility Services, Inc.
Arthur Young & Coinapny

ISnterpriso Activities,
Administration

1979 - ostiiwitO $ 9,000
1976 - actual to
October 31, 1970 21,676
Munic.lpal Controller

Municipal Attorney

MLSIP In-house expense

Total

JI5F
12/10/76

$ 51,565

.15,960

1,905

156
26, '190
12,996

3,790

26,076
1,500
7,000

10,000

$ 153,310

EXHIBIT "D"
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ATJCiiORACE TELEPHONE UTILITY

Rate Case Expenses

to October 31,

2r<r>sl it iirnst
1573-197*! Test Year
Interim Rato Filing
1ST5 Test Year

Associated Utility Services, Inc,

1375 Test Year

Kempple & Huffman
Interim Rate Filing
& 1975 Test Year
Enterprise Activities,
Administration

Tunicips | Controller

Tunicipal Attorney

9elcphone Utility in-house expens-.

Joriii Risen

Ac caunting Section
Cu.rnorc.tal & Marketing
Central Office Engineering
Plant Operations

Kan-n ;<

Trip Expense

Total

—
ro L

[10/76

1976

$ 121,070
5*1,530
1311,8*10

19,000
3"1,000
5,700
6,250
5,000
8,900
1,300

f«8BBNWMW
EXHIBIT

$ 31o0,in0

27,37*

19,030
500

12,000

80,7 50

$ *59,33.6
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Municipal 1ty ol Anchorage
MEMORANDUM

DATE: April 1, 1977

TO: Richard W. Garnett |||, Municipal Attorney
from: Philip J. Cucurull, Administrative Officertr/~"-
SUBJECT: Survey of Legal Costs for Regulatory Matters

October 1976 through March 1977

The following costs for legal services in APUC related matters
can be fairly well documented:

Amount expended for legal services - 6 months $ 78,233

Amount expended for legal services Order 19
appeal in Supreme Court - 6 months : $ 12,222

Cost of legal services and technical advice ATU
rate case over 3 year period : $490,037

PJC:1ljc

exhibit "e"

01 C10 (d/76)
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which the utility has labeled an estimate. Legal expenses”
should not be included in the costs borne by the ratepayers,
when the amounts have not been adequately supported to
establish that they are reasonable charges.

Prhere have been three court actions in this Doc—
ket. In the first case the Superior Court found that the
Commission had acted unreasonably 1in excluding interfund
expenses from the interim rate increase granted to ATU.
Second, the Commission sought and received a court-ordered
temporary restraining order (TRO) and subsequent injunction
to prevent ATU from implementing its proposed rate design
without Commission approval. The third litigation action
was ATU"s appeal of Order No. 6 to the Superior Court, which
is still pending. Legal fees for these court cases were
$2,375.25; $3,503.50; and $643.50 respectively.

The ratepayers of a utility should not bear the
expense of frivolous and unnecessary court litigation. The
legal fees associated with the TRO and injunction actions
are patently unacceptable to the Commission. Allowance of
this exoense would tacitly condone the utility®"s attempted
circumvention of the authority of the Commission. Similarly,
the Commission must be circumspect in permitting legal
expenses Tfor appeals of its decisions. The cost of unsub—
stantiated, retaliative litigation should not be ratified by
the Commission. In this instance the Court has not rendered
a decision on which to base a determination of the reason-—
ableness of the appeal. Additionally, the utility has
testified that adoption of the ML&P payout formula would be

probable grounds for recommending dismissal of the suit. It

is apparent to the Commir-oion that the legal expense of this

U-76-6(12)
Page 9
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DATE;
TO:
FROM:

SUBJECT:

APUC

U-76-7

Ui6-5.

L-76-11

U-76-co

U-76-2-:
U-7t-oi

ij-76-8:
Li-76-52

U-76-75
U-73-Ic
Uu-76-1

U-75-95
U-77-

U-77-

U-75-75
U-75-12

U-75-21

"IniD}¥ ",

Municipal 1ty of Anchorage

MEMORANDUM

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

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

ACl 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 Il 2 due 31 January 77

hearing set for 29 March 77

hearing held December,
awaiting order

19/6,

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

EXHIBIT "H"
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On-Going 1tems to he Followed
25 January 77

po.<J- w

i superior courts

Supreme Court Case // 76-2322

Superior Court Order t- 19

Case # 76-293F
Case 7/ 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 ATUs (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 crfarges)

Thomas, Hurst, Mills et al vs. A"iIU
(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-

EXHIBIT "H" - page 2 of 2



call Mr. Sterling Gallagher to the stand.

(Oath administered)

MR. GALLAGHER: I do.

THE CLERK: Please be seated. Clip the microphone to your
lapel.

JOHN STERLING CALLAGHER
called as a witness on behalf of the plaintiff, testified as
follows on:
DIRECT EXAMINATION

THE CLERK: For the record, please state your full name?

A John Sterling Gallagher.

THE CLERK: Sterling?

Sterling. S-t-e-r-l-i-n-g. G-a-I-l-a-g-h-e-r.
THE CLERK: Your address?
A Rural Route 4, Box 4691, Juneau, Alaska.

THE CLERK: Occupation?

A Commissioner of revenue, state of Alaska; secretary to
the state bond committee; vice-chairman of the Alaska
municipal bond bank.

THE CLERK: Thank you.

BY MR. KEMPPEL:

Q Mr. Gallagher, maybe you could state for us briefly some
of your past experience in the bond market and present
experience in the bond market?

A 11l first start off with my education. I got a BS

AMICUS CURIAE

*Anitwo OA THE COUKT"
401 K STHEET SUITE la
ANCHORAGE, ALASKA 99301

279-2817
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it would - it would be -- you could sell the

bonds on the market I°m saying, but you would force out

What approach, going back to order number 7, what approach
is it your understanding that the Public Utilities Commis
sion 1is using in setting the rates for a municipally owned
utility?

Could you rephrase the question? 1"m not sure that their

What approach in setting the rates of a municipal owned

utility does the Public Utilities Commission propose to

on a stock ownership basis instead of a coverage test which
is normally associated with municipal utilities
aware of utility projects which are financed 100

with debt?

I am taking part in the writing of the new authority for
the State government, that®"s called a power authority. One
of the things we intended to finance was the Devils Canyon

Dam and we do not plan to put in 3 to 400 million dollars

all with revenue bonds and having sufficient coverage to

AMICUS CURIAE
"A FRIEND OF TM* COURT>~

401 K STREET SUITE 1D
ANCHORAGE, ALASKA 08301

270-2017
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attract investors to that. There will occur equity in that
over a period of time, butnot at the outset.

Do you consider that an unreasonable rate of return for
that project for it to receive rates sufficient to cover
debt service and - your testimony is that chat project
initially will have no equity, it will be 100 percent debt
financed. |If you sell revenue bonds at 1.4 times coverage

will that be an unreasonable rate of return to that project]?

No.
Why not?

Because that 1is the amount necessary to attract investors
to do the project.
Could you tell us one of the traditional aspects to a rea-—
sonable rate of return, or your understanding of 1it.

Well, there 1is really 2 basis. There is the municipal util—
ity and there"s the stock owned company. One requires a

-- the elementary difference 1is one doesn"t have the abil —
ity to go on the market and raise equity capital, and the
other one does. That"s why one has a reasonable rate of
return with - where you pay out dividends, the other one
is not requiring paying out of dividends. 1In fact its
equity can be built up over a period of years.

So | take it that you see no conflict between 42 05 381
which says that the municipality is entitled to include a

reasonable rate of return and 42 05 431 which says the

AMICUS CURIAE

“A ri*l*rtd O TMI COURT"
401 K STREET SUITE 1IB
ANCHORAGE. ALASKA 90301

279.2017
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municipality may covenant with bond purchasers regarding
the rates of municipal owned utilities?

I don"t see any difference, no.

Will the - you testified as to the effect upon the market
for the Municipality of Anchorage revenue bonds, will that
effect on that market have any effect upon the State bonds?
Yes. 1"ve so stated that in the past. There is a chain re—
action - because of the close connection between our sub—
sidiaries and the State itself, there is a reflection.

So you see the harm resulting from this order as being

State wide 1in nature?

Yes, | do. We also have other municipal utilities that it
affects.

Thank you, Mr. Gallagher. 1 have no further questions.

JOHN STERLING GALLAGHER

testified as follows on:

CROSS EXAMINATXON

BY MR. LOWENFELS:

Q Mr. Gallagher, 1isn"t it true that the commission is abso—
lutely correct when it says that it has the authority to
establish rates irrespective of municipal bond revenue bond
coverage, provided that said bond coverage 1is prospective?

A I"m not sure that it does. |1 believe the statute here -
as I - a municipality may covenant with bond purchasers
regarding rates of a municipally owned utility and the

AMICUS CURIAE

oA rAIfNO or TH« COURT"

401 K STREET SUITE 1B

ANCHORAGE . ALASKA 00501
270-2017
W ?% %
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See. 29.-1S.000. 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.
(82 ch 110 SLA 1972)
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for regulation of utilities rales. If the

assembly or council considers it advisable to regulate, change, or
fix the rates to be charged by a public service corporation, associa-
tion or individual not requlated under AS 42.0s, it shall order a
heartng to be held before the governing body at a time and place
specified. Notice of the hearlng shall be given by at least one pub-
lication in a newspaper of general C|rcu|at|on distributed within
the municipality or, 1f no newspaper of general circulation is dis-
tributed within the mupicipality, notice shall be given by posting
a notice in three public places within the city or borough area
outside cities receiving the utilities services and by serving writ-
ten notice upon the corPorattons associations and individuals

whose rates arc to be regu

ated, fixed, or changed in the same man-

ner that summonses arc served. The notices shall be published or
posted and served at least 15 days before the hearing. (§ 2 ch 113

R LT

|0q

e AL R 4L

Sec. 20.48.080. Right to #Jarttmpate and compel testimony. At a

hearing held under § 70 0

rations, associations, or individuals a

this chanter all public service corpo-

ected by or interested in the

matters to be heard may be present and may be representedby

counsel.

witnesses and examine them and introduce evidence to

The municipality and all interested parties may produce

prove o

disprove the facts in issue or matters to be established or inquired

into at

the hearing. All parties may compel

the attendanceof

witnesses, and subpoenas requiring attendance shall be issuedby
the mummpal clerk under bis band and the seal of tin* municipal-
ity. Subpoenas duces tecum requiring the production of books and
M)ers shall be issued in like manner upon request. If a person
ails to obey a subpoena, the party at whose request the subpoena

81



§''29.48.090 Alaska Statutes

issued may petition the superior court for an order compellrn? the
attendance of the disobedient witness or the production of the
books or papers referred to in a subpoena duces tecum. The su-
perior court shall order the witness to appear and testify or com-
pel the production of the b00k3 or pafers A violation of the order
of the court is a contempt of court. If a witness appears and re-
fuses to testify concernrn? a matter material to the facts inquired
ahout at the hearing and fo establish or determine which the hear-
ing was had, an application may be made to the superior court
to compel the witness to testify and answer %estrons put to him
concerning the matters inquired about, and the court shall make
an order compellrng the witness to testify. Violation of the order
is contempt of court. (§ 2 ch 118 SLA 1972¥

oV BRSNSy Rl v DFH D

See. 29.18.090. Further proceedrngs “hearing under | 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 of the assembly or
council shall be present at the hearing. At the conclusion of the
hearing the parties interested may make such arguments before
the assembly or council, cither in person or by attorney, as they
consider proper, touchrn? the matters at issue, and thereafter the
assembly or council shal proceed to regulate and fix the rates by
ordinance. The date upon which the rates fixed or requlated take
effect shall be stated in the ordinance and shall be at least 10 days
%tYer) passage and approval of the ordinance. (§ 2 ch 118 SLA
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Sec. 29.48.100. Application, (a) In the cusc of conflict between
the provisions of 8§ 50—70 of this chapter and tho provisions of

§ 29.43.100.

{ |
Shalofy B arc
oq g iiscgalfroenrsoin {hoErIe

1 29.48.130 § 29.48.130

Municipal Government

AS 42.05 as to the regulation of rates of a utility, the provisions of
AS 42.05 shall prevail.

a(Pj Sections 50— 100 of this chapter apply to home rule and gen—
a low municipalities. (82 ch 118 SLA 1972)

Article 3. Municipal Enactments.

S
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to niy [ hich this titl i be b di h
assembly or council of a municipality shall use ordinances to

(1) establish, alter or abolish municipal departments; m

(2) lethe compensation of members of the assembly or coun-
cil;

(3 provide for a fine or other penalty, or establish rules or
regulations for violation of which a fine or other penalty is im-
posed ;

(*1) provide for the levying of taxes;

(5) make appropriations and supplemental appropriations or
transfer appropriations;

(G) grant, renew, orextend a franchise;

(7) regulate the rate charged by a public utility;

(8) adopt, modify or repeal tho comprehensive plan, zoning
and subdivision ordinances, building and housing codes, and the
ullieial map;

a prove thr}‘DEX]gferﬁ a power toaborough from acity;
%Ebrﬁ ants authority .out re UIres Pt% rrbI
{0 USe Ordinances In exercising cerain of |
*52ch 113 SLA 1972)
*\%s @) ?d]'lg %s section. IHifi Op. Alt'y Gen., No,
erp a {oe) sh- In]rrc) ghv\ﬂ\ epartment ”le%a”dro -
orn |nn petrtron or

N;H %T C(tfarfl?errn veréon iﬁr\)@g Pe rvrrhes S ouf/P U ad
enu%agal er rlras ncorre t%mh r}?r% r)o rd wrech7
o4 er ena y, or es ointe e orou
' ut. ot erwrse fo ope t

*XES musq t lie Ievred ordi- ﬁnomdlrs\%/

rules’ an
|Mtrp—The Or%fd assem )anmoa- i;é's"%%d e ufﬂr nsrqcvsoug lfi |I|ec@l]

es on
rdinances since they would

enact e terms of



=T " "re-

VP

. =+ S-SR Vi et 7 A o

V:.roarv 7, 1977

e fciril Ar.si-mblv
Xsu:cipality of Anchorage
To .oh 6-550

Anchoraw, Alaska 99502

Subject: Letter of Transmittal
Interim Utility Commission®s Final Report

Lea: “Assembly Members:

Transmitted herewith forlyour review and consideration 1is
the final report of the Interim Utilities Commission. You will
note as part of this transmittal T have submitted an individual
letter to the Assembly from each Commission member, including
one containing, my own comments. This report is the end product
of a great deal of work and compromise of all Commission metiers.
I hope that you, as members of the Assembly, will take the time
ro review and give it due consideration.

It is our* understanding that the individuals who drafted the
Municipal Charter, and those who voted for the adoption of the
Charter, did so with the clear feeling that efforts would be made
t> develop a program wherein the enterprise activities of the

Municipal could be operated 1in an optimum manner. The Interim
Utility Commission, as a body, believes that they have formulated
4ust such a plan. We recognize that a great deal of detail will

bo required to activate our recommendations, however, we feel that
there is sufficient information 1in our report to clearly define
the outcome of the reorganization we suggest.

F wish to express the appreciation of our Commission to the
Assembly members for their assistance and indulgence during
the development of this report. With the submittal of this
report to the Assembly, t.his Commission is herewith dissolved.

Very truly yours,

Ih*TFRIM UTILITIES COMMISSION

i
< o "

james ?.. Hendcrshot
Chairman
JHR :dea

*no losu re:
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0S03S JUNEAU ALASKA 115 12-10 1233? PHI

PMS MAYOR GEORGE SULLIVAN MUNICIPALITY OF ANCHORAGE
POIJCH 6-650 264-4431 EXT 431 B |

We.10
ANCM
THE FOLLOW IMG TELEGRAM HAS BEEN SEMI TO THE APUC.
THE ALASKA MUNICIPAL LEAGUE WANTS TO REITERATE
THEIR OPPOSITION TO AMY FURTHER INFRINGEMENT BY
THE APUC INTO THE OPERATION OF MUNICIPAL IY OWNED
UTILITIES. THE LEAGUES PGLICY STATEMENT IS AS FOLLOWS:
DESPITE THE DEMONSTRATED ABILITY OF MUNICIPALITIES
TO OPERATE THEIR OWN UTILITIES IN THE BEST
INTEREST OF THE CONSUMER PUBLIC, EFFORTS APE CONSTANTLY
BEING MADE TO SUBJECT MUNICIPALITY OWNED AND OPERATED
UTILITIES TO REGULATION BY THE ALASKA PUBLIC UTI

ITIES

COMMISSION, THIS 1S A COSTLY AND UMSCESSARY INFRINGEMENT
ON LOCAL GOVERNMENT POWERS AND THE LEAGUE OPPOSES ANY
LEGISLATION WHICH WOULD INFLICT THIS UNDO REGULATION
BY THE STATE ON MUNICIPALITY OWNED AND OPERATED UTILITIES.

DON M. BERRY EXECUTIVE DIRECTOR ALASKA MUNICIPAL LEAGUE



23335 ML PETERSBURG"ALASKA 95 12-39 1130A PST

PMS GEORGE SULLIVAN, MAYOR nrmwrn
IWEL UIV It
CITY OF anchorage Q77-1
=
52A VEST A AVENUE
ANCHORAGE AK ™ MUNICIPAL ATTORNEY

COPY OF WIRE SENT TO:

T i.CyEL JENSEN, EXECUTIVE DIRECTOR

ALASKA PUBLIC UTILITIES COMMISSION r

338 DENALI STREET, MaCKAY BUILDING, ANCHORAGE AK

DEAR MR JENSEN

YOUR PROPOSAL TO AMEND REGULATIONS GIVING YOU THE
POWER TO APPROVE SALES OF REVENUE BONDS TO THE APUC 1S
AN INFRINGEMENT ON THE POWERS OF A HOME RULE CITY OR
BOROUGH. I STRONGLY OBJECT TO THE ADOPTION OF THESE
REGULATIONS AND WILL DC ALL IN MY POWER AS A MEMBER

OF THE ALASKA STATE LEGISLATURE TO PREVENT YOU FROM DOING

SO. YOURS TRULY,

E J HAUGEN, REPRESENTATIVE, DISTRICT 2, BOX 1349

PETERSBURG ALASKA 99833

EXHIBIT "L" - page 2 of 9
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March 18, 1977

S3 257

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

Daar Mr. Rose:

At 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



supports legislation relieving noncompeting utilities owned by
the Municipality of Anchorage from regulation by the Alaska
Public Utilities Commission with respect to all matters other
than service area certification.

Passed and approved by the Anchorage Assembly, this _ day

of , 1977.

Chairman

ATTEST:

Municipal Clerk



Requested by: Chairman of the Assembly

at the request of the Mayor
Prepared by: Department of Law” iA
For Reading: February 22, 1977

ANCHORAGE, ALASKA
AR NO. T7-7

A RESOLUTION RELATING TO EXEMPTION OF ANCHORAGE MUNICIPAL UTILITIES
FROM STATE REGULATION. - “
P * 1 * >
WHEREAS, electric, telephone, water and sewer utilities

owned by the Municipality of Anchorage are now subject to regulation
of all phases of their activities by the Alaska Public Utilities
Commission; and * - . .

WHERAS, no other municipally-owned utilities in the State of
Alaska are subject to such regulation; and

WHEREAS, only the electric utility is engaged in competition
with a private utility, and this competition will be eliminated
by final certification of service areas; and

WHEREAS, policy reasons which may have existed f;r regulation
of utilities owned by the City of Anchorage have disappeared with
unification of the former City and Borough; and

WHEREAS, compliance with expensive, complex, and often
inconsistent and unnecessary requiremer ~ of the Alaska Public
Utilities Commission imposes a substantial and unwarranted burden
on the Anchorage municipal ratepayer; and

WHEREAS, the Anchorage Assembly, as elected represt ntative
of all citizens in the Municipality of Anchorage, 1including all”
municipal utility ratepayers, 1is fTully competent to provide for

regulation of its utilities in the same manner as other municipalities

NOW, THEREFORE, be it resolved that the Assembly of Anchorage



B. Resolution Nc>. AR 77-7, a resolution relating to Exemption
of Anchorage Municipal Utilities from State Regulation.

Mr. Besser moved, seconded to adopt AR 77-7,
by Mr. Brannon

Mayor Sullivan stated that they have hashed it over and there are
feelings pro and con. lie said there v/as an article in the Alaska
Industry magazine mentioning how few people turnout at public
hearings. We continually talk about home rule, he said, and he
thinks this is one of the things that relates to home rule. Most
home rule cities arc not regulated in other states, he noted, and
the finance people indicate this, and he thinks "this may cause
higher rates for Anchorage. He said that he would like to sit down
with the Assembly and to work this out, if this is passed. He said
there might be an effective date of July 1st or September 1st.

Chairman Rose handed the gavel to Vice-Chairman Brannon.

Mr. Rose said that he has a letter from Pete Argetsinger, Assistant
Municipal Attorney, which goes into depth as to a scheme and pattern
for this. He talks of Title 29 and what he himself is proposing is
an ordinance that spells out how they will still self-regulate.

Mr. Rose asked for a more orderly approach then what the Mayor has
recommended. He would like to do two things, he said; one, do not
vote it down; two, table it with specific recommendations that the
Administration bring back an ordinance and bring it back on the
table after the ordinance is introduced.

Mayor Sullivan asked if they would be willing to consider it as an
emergency ordinance, and Mr. Rose replied he had no problem with
that.

Mrs. Sturgulewski said that she felt nationally there have been
developed some suspicion of monopolies and that is why these
regulatory commissions are necersary. To request deregulation
at this time, she said, is like letting the fox loose with the
chickens, while Farmer John is on vacation. She mentioned the
Charter Commission and its difficulty in getting information

on finance from the utilities, and she felt they had better
take a good look at this. She felt that: there was a great deal
of. expertise involved and until they get the whole financial
picture straightened out, they should move very slowly.

Mrs. Selkregg said that she supported Arlissl statement and that
she would like to vote against it and study the issue for a longer
period. She felt there should be a better informed public before
making such a decision.

Mr. Walsh moved, but to postpone action

it died for lack of for a period of one

a second, month.

Mr. Rose moved, seconded to postpone AR 77-7,
by Mr. Besser pending action by the

Administration to draw
an ordinance for intro—
duction and bearing,
which would basically
impose those checks

and balances contained
in Title 29, applying

to a home rule charter,
with specific times and
dates for hearings.

Mr. Rose said that then on the. night of adoption, this resolution
could come bad: before the Assembly.

Mr. Chiei said lie would like to abstain from voting because they
are. under conflict because of the PUC.

UTILITIES

AR 77-7
Exemption of
Anch. Mun.
Utilities fronm
State Regulatio



Mr. Rose moved, seconded to table AR 77-7.
by Mr. Besser

Mrs. Selkregg requested FI0O to prepare information for the public
as to what the PUC does as an educational process.

Mr. Rose asked if the Administration would assent, they would like
to try to rough out an ordinance and flesh it out and make, it
available to the Assembly.

Vice-Chairman Brannon called for the vote to table, and it passed:

AYES: Z1sh, Marsh, Selkregg, Besser, Rose, Baer.
KAYS: nnon, Knowles, Sturgulewski.
ABSTAIN: Jhiei.

C. Ordinance No. A0 77-59, an ordinance Adopting Title 26 of the
Anchorage Code to be Entitled "Utilities".
1. Assembly Memorandum Ko. AM 142-77, regarding same..
2. Assembly Memorandum Ko. AM 142-77A, regarding same.

Chairman Rose again had the gavel and said that he would like to
put this aside temporarily and take it up at the later meeting,
if there was no objection; there was no objection.

D. Ordinance Ko. A0 77-23, an ordinance Adopting a Title 24 of the
Anchorage Municipal Code to be entitled "Streets and Rights-of-
SssCLz. '

1. Assembly Memorandum Ko. AM 59-77, regarding same.

2. Resolution Ko. AR 77-24, a resolution establishing
a Schedule of Permit Fees as provided in Section
24.30.090 D of the Municipal Code of Ordinances.
a. Assembly Memorandum Ko. AM 59-77B, regarding same.

Mrs. Sturgulewski moved, to approve AO 77-23.
seconded by Mr. Brannon

Mrs. Sturgulewski suggested that the amendments included in
AR 77-2A be approved, and Mr. Swing pointed out that AM 59-77B
included all the amendments.

Mrs. Sturgulewski moved, to amend by approving
seconded by Mr. Walsh AM 59-77B, which con—
tained all the amendments.

AYES: Chiei, Walsh, Marsh, Selkregg, Besser, Rose, Brannon,
Knowles, Sturgulewski, Baer.
KAYS: Kone.

Chairman Rose then asked for the vote on A0 77-23 as amende”,
md it passed:

AYES: Chiei, Walsh, Marsh, Selkregg, Besser, Rose, Brannon,
Knowles, Sturgulewski, Baer.
KAYS: Kone.

Mr. Walsh moved, to approve AR 77-24.
seconded by Mr.
Besser

Chairman Rose asked if there were any problems with this, and
Mr. Swing said that Mr. Bollinger would be able to respond.

Mr. Bollinger said that there will be no fee unless what is
proposed endangers the right-of-way, then a fee of $2.50 would
be charged.

There was further discussion of planting of trees, retaining
walls and rock gardens in this area, and Mr. Bollinger said
LImL if someone was going to put a large boulder on toj> oL

a gas line, then there might be a probl"a, but other than that,

hr* rlirl nar»*- frorr>Kpe anv.



My L. Uolniiig, J--tuai uu.j-A ciLli.u uie, gpuu i i
and 1itwas passed hearing on the next item.
without objection,

1. Resolution Mo. AR 77-7, .irresolution relating to exemption
of Anchorage Municipal litL.litips from State Regulation.

The public hearing on Resolution Ko. AR 77-7 was opened.

RUTH MOF.K stated that she would like the Assembly to not take
action on removing non-competitive utilities from under Al TC
regulation. She does not believe, she said, that the cost to

her from the utility would go down were they not regulated by
APUC and she views APUC as a sort of guard against the fact

that rates could be raised indiscriminately... She lives in an
outlying area, she said, and receives no benefit from the profits
of the utilities, only pays into them.

RICHARD HANGER stated that he is in business putting in private
PBX systems 1in Anchorage. A legal monopoly is the best reason
for regulation, he said. Any changes of tariffs or other provi—
sions, he said, must meet basic rules to stand a test in court,
no matter who regulates "them. Mr. Hanger noted that the APUC has
a budget of $1.3 million and a staff of 31 people. A staff will
be required by whoever does the regulating, he said, and he
estimated a bare minimum of 3 if the Assembly regulates municipal
utilities. He distributed to the Assembly an article on the

APUC and a handout relative to typical charges from ATU to an
Anchorage business firm.

LLOYD MORRIS of Communications Engineering stated that his firm
holds a certificate of convenience and necessity from the APUC
to provide radio-telephone service in Anchorage. He lias a
problem, he said, understanding how ATU is non-competitive,
since it doe3 have a certificate to provide the same service
as his company, although, it does not at this time to do so.
Tf ATU did provide this service for which it is certified,

he said, it. would definitely he competing with Communications
Engineering, which would place ATU in the identical position
of the .electric utility competing with CAU. For this reason,
Mr. Morris stated, he feels that ATU should he withdrawn from
the resolution before the Assembly.

BOB JOHNSON stated that for the past three years he has been on
the Water Commission, working with the Anchorage Water Utility.
He recommended approval of the resolution before the Assembly.
When AWU was placed under the APUC regulation, he recalled,

it was placed there because their service extended beyond

their jurisdiction and there were excesses practiced on the
people outside of their jurisdiction but vhich received the
services. This condition, he said, no longer exists. APUC
regulation impacts their growth, he continued; it takes 9 to

18 inontlis to get a case through the Commission because the
Commission must weigh that case against all others in the

state. But meanwhile, he said the utility cannot sell bonds
because there is no revenue coming in to justify bonds. The
Water Commission v/as satisfied, he said, with the work of the
APUC. Mr. Johnson recommended that the Administration hire the
expertise necessary and take it under Municipal control so that
the utilities can move at the speed they need to move, lie
continued with recommendation that the Municipality establish
these utilities as public corporations under one head and that
the utilities pay taxes or contributions in lieu of taxes

and operate in a business like manner and the Assembly would
approve or disapprove any rates. He would envision the Assembly
sitting as an appellate body, he continued, rather than a
hearing body on rate cases.

PAT REDMOND, speaking as a consumer, stated at first glance she
does not want her public utilities taken out from under APUC
regulation. Some of the things she considered were the cost

of Municipal regulation, the time and the politics. Most
utilities are regulated, she said, and she would like for
Anchorage®s to he regulated, and by APUC.
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owned by the former City, she said, go to the former City;
and those who live outs&le need the protection of APUC. It
a utility is not competing with others, she continued, that
means it is a monopoly and that means it should he regulated,
The Assembly should consider, she pointed out, that the

APUC has a great deal of expertise; and should be a body

that the Municipality works with, rather than against.

Were this the case, she said, she doubted that the bills for
rate, cases would have been as high as they have been. Mrs.
Frohne noted that Fairbanks is looking at asking to be
regulated by APUC; and in closing she stated that deregula-
tion from APUC and Municipal regulation indeed require a
vote of the people under the provisions of the Charter.

JEFF LOWENFELS, a private citizen, noted that he was speaking

as such, although in the past he has represented APUC, since

he works in the Attorney General®s Office, lie stressed that

he was speaking as a private citizen. Generally, he stated,

the rule is that rate case expenses are passed to the subscribers.
In the $400,000 Municipal case, he said $150,000 was disallowed

by APUC and the rest will be passed on. Speaking to comments in
favor of self regulation, Mr. Lowenfels stated that he would

hate to think of the quality that would be sacrificed by removal
from APUC jurisdiction. The Commission and its staff spend an
incredible amount of time, he said, working on the cases that

go before them; and he does not feel the Assembly has the time

nor the guts to handle a hot rate case. He continued that he did
not feel it would be fair to the rate-payers to have the issue

of quality, and cost of service kicked around as a political
football. In regard to the previous statement that there

were no longer any problems of discriminatory rates, Mr. Lowenfels
noted that ATU attempted to set up 5 rate zones- the further

from the center of town one lived, the higher the rates they

would pay.

I KK WALDROP, business manager for IBEW, stated that he favors
the resolution, feeling that it could result in substantial
savings to the utilities. The consumers would he protected
and better served, he continued, because the Assembly 1is more
responsive, being an elected body, elected by the rate-payers.

BERT AYER, representing HALO, stated that his organization 1is
opposed to passage of this resolution. Members of the Hillside
feel the need for a disinterested party, he said, which is not
a party of the body politic, to regulate their telephone and
electric utilities. They do not feel, he continued, that the
time has come for Municipal regulations. They were also very
upset, Mr. Ayers said, about the condition of the Anchorage
Water Utility. They also feel, he said, that ATU would he in
better condition if it did not support: the general fund as much
ns it does.

AL PISTORIUS of ATU stated that he felt sure the Assembly could
do just as good a job as the APUC and probably with less money.
Relative to complaints, Mr. Pistorius said he felt sure the
utility was responsive at this time, no matter who was calling
with the complaints. If people really looked at the cost of
providing the service, in the more outlying areas, he said, the
subsidy is really in reverse, with the urbanized area sioporting
or contributing to service in the outlying areas. Speaking to the
telephone systems, Mr. Pistorius noted that last year Anchorage
ranked 16th in the nation size-wise among private companies.
Speaking to the Municipal systems, Mr. Pistorius noted that
Alaska has four municipal utility systems and the only 6lher one
in the United States 1is in Montana.

TOM STAHR of the electric utility stated that Seattle City Light i
regulated by the municipal, government. They provide excellent
service, he said, and have the lowest rates 1in rite nation. The
State regulates utilities in an adjacent area, he continued, at

a much higher cost. Mr. Stahr stated that he felt regulation
should be dune by the Assembly. Seattle, he noted, decs have

a rate department and it goes front that rate department to the
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said, one before the Assembly and one before the APUC. Mr.
Mcrrell said he had no objecti®on to letting the Assemb.lv know
what they are going to do and going to take before the APUC; hut
ho definitely does not want two hearings. Mr. Merrell pointed
out Lo the Assembly that the Anchorage Water. Utility started a
rate case in late 1974 which went on through all of 1975; an
interim rate was granted in .1976 and they just had the tinal
hearings now, in 1977. That"s an awfully long time to wait to
get a rate established, he said; and he feels the Assembly would
be more responsive.

There being no one else who wished to be heard, the hearing was
closed.

Mr. Marsh moved, to approve Resolution No.
seconded by Mr. Smith, AR 77-7.

Mayor Sullivan no ed that the Administration was only asking for
non-competitive utilities to he taken out from under the juris-—
diction of APUC. This was generally the intent of the statute
passed by the Legislature some years ago, he said. The
Municipality suffers on its bond sale rates, he continued,

because we are regulated by the State. There is delay upon delay
with the APUC, he said, because of additional material they
request or changes in their rules; and these delays amount to
months and months. Some decisions take well over a year, he said,
lie cited the telephone rate case as an example, it started in
1975, at which time the only figures available were for 1974, then
in May of 1976, Mayor Sullivan continued, the Commission directed
the Municipality to forget the "74 figures and to work on *75,

so that all of the work done and time spent had to be dropoed

in order for the work on "75 figures to begin. In the meantime,
the Mayor said, the Municipality had been negotiating with

RCA and was successful in reaching a substantial settlement,

which increased the toll revenues. That was what the Municipality
needed and along with the settlement the need for cash dropped.

IT the rate increase had been granted prior to the favorable
settlement with RCA, he pointed out, the Municipality would

have had to go back to APUC for a rate increase. It was not

the APUC action, he said, but the settlement with RCA which
improved their case position for ATU.

Mr. Marsh stated that he had served on City Council when the
Council managed the utilities; and he felt that they were
responsive and effective in their job.

Mrs. Sturgulewski stated that she could not support the motion,
feeling that more needed to be known about staffing, time
commitment, cost, etc. This is a very sensitive issue, she said,
and the Assembly has an extra ordinary responsibility, particularly
to he people outside the City Service Area, on the issue.

Sh has not seen enough, she said, in the Municipality proving
itself to be able to say that now is the time that it can

regulate its own utilities.

Mr. Brannon moved, to postpone action on

seconded by Mr. M rsh, Ordinance No. A0 77-59 and
Resolution No. AR 77-7 for
two weeks; these items to be
scheduled as a Special Order
of Business at that meeting.

Mr. Chiei asked to be allowed to abstain from voting, noting that
he was now involved in a hearing before the APUC.

Question on the motion to postpone was called and it was passed.
AYMS: Walsh, Marsh, Rose, Brannon, Smith, Baer

NAYS: Knowles, Sturgulewski

(e



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. A0 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:



Rick Garnett: SB 259 has been talked about as de-regulating

the Anchorage Utilities but is much more limited than that.

This bill deals only with utilities in competition with

other utilities.

It is not the goal of the Municipality of Anchorage to be

under the APUC.

If the regulating of utilities is a beneficial and desirable
thing, then why 1is it that other municipalities have not
sought such regulation. What is seen here is a dramatic

i

response to the suggestion of putting utilities under

I
regulation.

We have pursuant to the formula in the Administrative

Statutes, regulations of all the Anchorage Municipal utilities
other than garbage at this period. By reason of the competition
that exists with AEL&P and Chugach Electric, it is only as

to those utilities that there is any allegation of competition.
Only Anchorage is in that category. There are many municipalities
in the state who do own all their own utilities and regulate

them pursuant to Title 29 and are not subject to this type

of regulation.

A brief history of the bituation is that the AEL&P and

Chugach Electric were in competition and a legal battle



ensued as to who had rights to service an area, basically a
territorial type of argument. The Supreme Court invited the
Legislature to do something about the situation. The APUC
took over the function, and delineated the boundaries and

therefore solved the problem.

Senator Orsini: The APUC delineated the boundaries but they

don"t regulate the municipal utilities in Fairbanks?

Rick Garnett: Yes. There is a need for some rationale for
regulations, and a need to prevent the owner area from
taking undo advantage of the non-owner area. Today there is

not long an "in city" or "out city" conflict.

Not critical of APUC, and this 1is not a personality or
political problem. Apart from the financial aspects, there
are basic legal-governmental considerations. It is illogical
to have a board supervising a decision of elected officials
with regards to matters of direct interest only to constitu—
ents of those elected officials. It is a strange anomoly to
assume that those elected officials are unwilling or uncapable

of protecting the utility or making decisions in that regard.

Senator Willis: Has the Anchorage Assembly finalized a

recommendation?



Rick Garnett: They are acting tonight.

Senator Sumner: |In regards to rate increases, the Tfirst
increase requested was 15%, the second 29% and then 31%,

please explain.

Rick Garnett: The old city let their utilities go for too
long a time without needed rate increases. When they did
make their 1increase, it was dramatic. When you talk about
percentages of rate increases, 1t is deceptive because part
of the problem has been dealing with rate matters analogous
to private utilities. A municipal utility operates by

selling revenue bonds.

Senator Orsini: To what do you attribute the difference in
the rate increases between a municipal utility and the APUC

utilities?

Rick Garnett: Much of it is the time delay. It takes up to

6 months through the APUC. Some Tfeelings are that a municipal
utility should not make a profit and should only be concerned
with the consumer, bvit the consumer needs the utility to be

in good shape.

The municipal utility probably has more resistance to the
regulations because the elected officials feel that they
have the right to make decisions instead of butting against

another entity which feels they can make the decisions.



Donald Meyer: In 1975 it became evident that the municipal
utility needed a diffenent source of revenue because it
wasn"t meeting the requirements under the indenture in which

the bonds had been 1issued.

Nuveen 1is 1in a position of the investor and hasabout millions
of dollars of tax exempt bond funds outstanding. They are
like mutual funds except we deal only with muncipal bonds.

As sponsor and seller of these bond funds, we have criteria
that we look to in selecting municipal bonds to put into

these portfolios and amoung these criteria is the rating.

We don"t buy bonds that are "under a cloud"”, like New York
city bonds, for examply. This could happen to Anchorage or

Fairbanks if they must come under the APUC regulations.

Senator Orsinsi: |If Anchorage or other municipalities were
i "-gulated, investors would be nervous and therefore the

bondability would be passed off?

Belegratis: Yes. Because Alaska 1is a small place, it has
gone a long way down the road in respect to acceptability.

It has pulled the municipalities along with it.

It"s not just a question of dollars and cents. It"s access
to the market. If an issuer cannot meet a bond covenant,
the door in effect is shut to that issuant. The alternative

is to sell subordinate bonds.



Margins of safety have been built into these bond issuances,

both in terms of a test for the issuance of additional

parity bonds and also in terms of maintaining rates sufficient

to do business to produce a sufficient cash flow. These
covenants are there for a reason. They are to safeguard the
investor.

Nuveen will pick up bonds with rather stringent requirements.

They look to the marketability of the bonds, the acceptability

of Anchorage. The constant adversity between the issuer and

APUC, the cost and doubt, will affect the marketability. We

share the feelirgs already expressed that the municipal

officials are required and must answer to their constituents,

and if the assembly or city council didn"t keep their constituents

haPPy. they would be out of a job.

Senator Orsini: To your knowledge, are there other states
that have a public utility commission that regulates the

municipalities?

Belegratis: Very few. It is an exeption rather than the

rule.

The people that buy bonds are not necessarily people like

you and me. We are at Nuveen. an "institutional house". We
deal with Allstate Insurance, which annually buys millions

of dollars of municipal bonds. Bankers and insurance companies
who are sophistocated are smart and are being careful when
buying bonds and watching things very carefully. We know

they are critical and we as underwriters must be aware of

What-1r onlna nri 1-h t-hp APITf! mfn Alnolra



Senator Orsini: Is it a factor that the Commission does not

require qualifications of it"s members?

Belegratis: No, | don"t think the market place has any care

about that.

Senator Sumner: 1 am concerned. 1 would rather put the
decisions into the hands of experienced people rather than
the public. If the legislature felt a need foi the APUC, it
should therefore regulate the utility as it was set up to
do. It is beyond me to believe that the APUC v/ould not
grant a rate increase symetric with the needs. If t that is

the problem we might look deeper into that aspect of it.

Belegratis: Anchorage has a convenant, which is 1.4 times
net revenues. This figure was developed in the past and is
what the marketplace demands. The .4 is the margin of

safety which the marketplace demands in order to buy this

paper.
Holman: The best argument for de-regulation is the history
of the regulations. One of the basic problems is that they

have been totally unable to separate municipal financing
from private financing, although they are totally different.

Municipalities don"t have any equity when starting out

The purpose of regulation 1is to present a guideline for

higher returns to the investor. With the municipal system



