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revenes. There are, however, a few c o n s i d e r a t i o n s  w e  w o u’ 

offer:

A. Some r e g u l a t i o n  s h o u l d  be r e t a i n e d  c o n c e r n i n g  pole 

a t t a c h m e n t  agreeme. ls b e t w e e n  C A T V  o p e r a t o r s  a n d  o t h e r

| utilities.

| B. As a p a r t n e r  w i t h  t e l e p h o n e  c o o p e r a t i v e s  and small t e l e­

phone c o m p a n i e s  in the p r o v i s i o n  o f  communications,  it 

is i m p o r t a n t  for A l a s c o m  to be able to a p p r o a c h  the 

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

o p e r a t i n g  t e l e p h o n e  company. Su ch m a tt ers c o u l d  include:

1. Level and q u a l i t y  of service.

2. S e t t l e m e n t s  b e t w e e n  the companies.

3. C h a rges for t h r o u g h  p r ivat e line services.

1 The removal of such c o m p a n i e s  fro m economic r e g u l a t i o n

| appears to i n d icate that they w o u l d  be relieve d of regu-

I iation as to rates, rate d esign and q u a l i t y  of service.

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

be small or c o n t r o l l e d  by its o w n  members, it can have a 

s ubstantial  impact on state- w i d e  servi ce if the q u a l i t y  

and Jevel of s e rvice  is substandard.

I IV. A l a s c o m  supports the need to c l a r i f y  the statute and adminis-

1 trative code p r e s e n t l y  used by the APUC.

I A. A l t h o u g h  we r e c o g n i z e  the v a l i d i t y  of the partic u l a r

| r e c o m m e n d a t i o n  in the l egislative audit, we believe

there are o t h e r  areas r e q u i r i n g  review.

B. We recommend that the Commission, through its staff, 

conduct a t h o r o u g h  r e v i e w  of AS 42.05 a nd 3AAC48 to 

further the b e n e f i t s  of this recommendation. We woul d



hope t h a t  m e m b e r s  o f  the r e g u l a t e d  ind ustries w o u l d  

have a n  o p p o r t u n i t y  to p a r t i c i p a t e  in this r e v i e w  and 

r e c o m m e n d  up front v a r i o u s  amendments. An I n d u s t r y

T a s k  F o r c e  w i t h  the A P U C  staff w o u l d  be effective.
\

A l a s c o m  supports the r e c o m m e n d a t i o n  that p r o f e s s i o n a l  

salaries be r e v iewed to d e t e r m i n e  w h e t h e r  they are a d e q u a t e  

to a t t r a c t  and r e t a i n  p r o f e s s i o n a l  staff.

A. We w o u l d  u r g e  a c o m p a r a b l e  r e v i e w  of C o m m i s s i o n e r ' s  

salary levels.

1. A l a s c o m  as a r e s p o n s i b l e  public utility, c o n s t a n t l y  

r e v i e w s  its salary g r ades for v a r ious p r o f e s s i o n a l  

and/or exempt e m p l o yees in o r d e r  to assure itself 

that it offers c o m p e n s a t i o n  c o m p e t i t i v e  in the labor 

market. These r e views lead us to belie ve that the 

C o m m i s s i o n e r ' s  salaries, in the p r e s e n t  labor m a r k e t  

m a y  n o t  be c o m p e t i t i v e  e n o u g h  b o t h  to a t t r a c t  and 

retain q u a l i f i e d  personnel.

A l a s c o m  does n o t  b e l i e v e  it is p r o p e r  for it to c o m m e n t  on 

the internal a d m i n i s t r a t i o n  of the APUC. However, w e  do 

b e l ieve it is n e c e s s a r y  to c l e a r l y  d e l i neate the s t a t u t o r y  

role of the C o m m i s s i o n  staff. On page 24 of the A u d i t  Repo rt 

there is m e n t i o n  of ex parte c o m m u nica tions b e t w e e n  the staff 

and the C o m m i s s i o n  w h e n  the staff assumes the role of a 

party to C o m m i s s i o n  proceedings.

A. W h e n  the staff is indeed a party to a p r o c e e d i n g  (e.g. a 

rate case) the C o m m i s s i o n  does not have a v a i lable to it



t h e  n e c e s s a r y  s u p p o r t  and a s s i s t a n c e  the Commis s i o n  

w o u l d  n o r m a l l y  e x p e c t  f r o m  its staff.

b. Solution

A l a s c o m  w o u l d  s u p p o r t  l i m i t i n g  the role of the staff to one 

of support for the C o m m i s s i o n  w i t h o u t  d e s i g n a t i o n  as a 

pa r t y  to pr ocee d i n g s .  The staff w o u l d  p r e p a r e  m a t e r i a l  for 

the C o m m i s s i o n  to be used in c o n d u c t i n g  proceedings.

The C o m m i s s i o n  w o u l d  be expected, t h rough this c o l l e c t i v e  

e x p e r t i s e  to r e p r e s e n t  the p u blic interest. A l a s c o m  

w o u l d  favor this solution.

VII. A l a s c o m  offers no o p i n i o n  as to i m p l ementa tion of a time 

m a n a g e m e n t  system or c o l l o c a t i o n  codes.

VIII. G e n eral O b s ervat ions

A. The Perfo r m a n c e  R e v i e w  does not  c o mm ent on the level of

staffi ng at the APUC. It is A l a s com's o p inion that the

C o m m i s s i o n  is u n d e r s t a f f e d  and unable to deal w i t h  the many 

q u e s tions  b r o u g h t  b ef ore it in a timely manner. Nor does 

the Commi s s i o n  staff possess ex pertise in all aree , a d e­

quate to e v a l u t e  m a j o r  policy questio ns in all of their 

facets. Too o f t e n  t e l e c o m m u n i c a t i o n s  p o l i c y  is formulated 

by default r a t h e r  than b y  design. The public inter est

is not best served by this circumstance.

B. A l a s c o m  believ es that it is n e c e ssary  to limit r egulatory

lag statutorily. Such a limitation w o u l d  be beneficia l 

n ot only to the u t i l i t y  but also the ratepayer. A d d i­

tionally, A l a s c o m  w o u l d  suggest that c o n s i d e r a t i o n  be given 

to u til ization of hearing officers u nder the g u i d a n c e  of 

the A d m i n i s t r a t i v e  Procedures Act.



A P U C  S U N S E T  R E V I E W

C E R T I F I C A T I O N :

B e f o r e  a u t i l i t y  m a y  o p e r a t e  i n  t h e  S t a t e  o f  A l a s k a  

a p p l i c a t i o n  f o r  a C e r t i f i c a t e  o f  P u b l i c  C o n n v e n i e n c e  and. N e c e s s i t y  

m u s t  b e  m a d e  t o  t h e  A P U C  a s  p r e s c r i b e d  i n  A S ' 4 2 , 0 5 . 2 2 1  - ' 2 8 1 .

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

o r  a w a r d  a C e r t i f i c a t e  t o  t h e  a p p l i c a n t .  T h e  C e r t i f i c a t e  m a y  

b e  a s  b r o a d  o r  a s  s p e c i f i c  a s  t h e  C o m m i s s i o n  c h o o s e s  t o  i s s u e  

a n d  t h i s  is s t a t e d  o n  t h e  f a c e  p f t h e  C e r t i f i c a t e .

A S  4 2 . 0 5  i s  q u i t e  s p e c i f i c  a s  t o  t h e  t y p e s  o f  e n d e a v o r s  

t h a t  a r e  c l a s s i f i e d  a s  u t i l i t i e s .  A l t h o u g h ,  C A T V  is n o t  m e n t i o n e d  

in  t h e  s t a t u t e  t h e  d e f i n i t i o n  o f  t e l e c o m m u n i c a t i o n s  ( A S  4 2 . 0 5 . 7 0 1  

( 2 A  a n d  8) s t a t e s ;  " t h e  t r a n s m i s s i o n  a n d  r e c e p t i o n  o f  m e s s a g e s ,  

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

c l e a r l y  i n d i c a t e s  t h a t  C A T V  m e e t s  t h e  c r i t e r i a  o f  a n  u t i l i t y  a n d  

i s s u b j e c t  t o  t h e  p r o v i s i o n s  o f  A S  4 2 . 0 5 . 2 2 1  ( C e r t i f i c a t i o n )  t o  

p r o t e c t  t h e  p u b l i c  i n t e r e s t .

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

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

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

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

c r i t e r i a .  S i n c e  n o  u t i l i t y  m a y  o p e r a t e  w i t h o u t  a C e r t i f i c a t e  

t h e  A P U C  h a s  u l t i m a t e  c o n t r o l  a s  t o  t h e  q u a l i f i c a t i o n s  o f  a n  

o p e r a t o r .

In o t h e r  l a n g u a g e  c o n t a i n e d  i n  A S  4 2 . 0 5 . 2 2 1  - 2 8 1  n o  

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

t h e  C o m m i s s i o n .  O n c e  a g a i n ,  t h e  A P U C  h a s  c o m p l e t e  c o n t r o l  o v e r  

n e w ’o r  e x i s t i n g  s e r v i c e s .

S i n c e  s u c h  a s t r u c t u r e  is  i n  p l a c e  t o  p r o t e c t  t h e  p u b l i c  

i n t e r e s t  i t  d o e s  n o t  m a k e  s e n s e  t o  r e m o v e  t h e  C e r t i f i c a t i o n  o f  

C A T V  f r o m  t h e  A P U C  w h o  is  b e s t  e q u i p t e d  t o  h a n d l e  it .

R A T E  R E G U L A T I O N :

I t  is i n t e r e s t i n g  t o  n o t e  t h a t  t h e  l a n g u a g e  c o n t a i n e d  in  

A S  4 2 . 0 5  ( C h  1 1 3  S L A  1 9 7 0 )  is p e r m i s s i v e  v s .  m a n d a t o r y  r e g a r d i n g  

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

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

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

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

c o s t l y .  A f t e r  t h e  p a s s a g e  o f  t e n  ( 1 0 )  y e a r s ,  s i n c e  t h e  e n a b l i n g  

l e g i s l a t i o n  ( S C S C S  H B  2 0 2  a m  ( S ) ;  C S H B  2 0 2  a m ,  p a s s e d  t h e  H o u s e  

3 0 - 7 - 3 ,  A p r i l  9 , 1 9 6 9 ;  S C S C S H B  2 0 2  a m  ( S ) ,  p a s s e d  t h e  S e n a t e  1 6 - 4 ,  

A p r i l  2 2 ,  1 9 7 0 ;  t h e  H o u s e  c o n c u r r e d  i n  t h e  S e n a t e  a m e n d m e n t )  i t  

i s  a p p r o p r i a t e  t h a t  t h e  L e g i s l a t i v e  A u d i t  a n d  t h e  L e g i s l a t u r e ' s  

S u n s e t  R e v i e w  o f  t h e  A P U C  is u n d e r  c o n s i d e r a t i o n .

R a t e  d e r e g u l a t i o n  o f  t h e  C a b l e  T V  i n d u s t r y  is a n  i n t e r e s t i n g  

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



b e t w e e n  r e g u l a t e d  r a t e s  a n d  n o n - r e g u 1 a t e d  r a t e s  a n d  t h a t  m a y  v a r y  

f r o m  a 2 0 %  - 8 0 %  s p l i t  t o  a 5 0 %  - 5 0 %  s p l i t .  T h u s ,  t w o  s y s t e m s  

w i t h  g r o s s  r e c e i p t s  a n n u a l l y  o f  $ l , n r. T , 0 0 0  m a y  b e  b r o k e n  d o w n  

a s  f o l l o w s :

T h i s  i n d i c a t e s  a d i s p a r i t y  o f  $ 3 0 0 , 0 0 0  o f  r e v e n u e  o n  r e g u l a t e d  

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

b a s e d  o n  a g r e s s i v e  m a r k e t i n g  a n d  t h e  v a r i e t y  i n  p r o g r a m i n g  o f f e r e d  

t o  t h e  p u b l i c  a n d  t o  t h e  p u b l i c ' s  t a s t e  i n  v i e w i n g  m a t t e r .

A n o t h e r  f a c t o r  o f  e c o n o m i c s  t h a t  a p p l i e s ,  is t h a t  t h e  c o s t  

o f  a r a t e  p r o c e e d i n g  is p a s s e d  t h r o u g h  t o  t h e  c o n s u m e r .  T h i s  is 

b y  d e c r e e  o f  t h e  A P U C .  A n  e x a m p l e  w o u l d  b e  t h a t  t h e  o p e r a t o r  o f  

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

l a b o r  c o n t r a c t s ,  i n c r e a s e  in  e n e r g y  c o s t s ,  i n f l a t i o n ,  e t c . )  a r a t e  

i n c r e a s e  o f  $ 1 . 0 0  p e r  m o n t h  p e r  s u b s c r i b e r  in in o r d e r .  H e  m a k e s  

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

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

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

t h e  i n c r e a s e  g r a n t e d  $ 1 . 5 0  p e r  m o n t h  o r  a 5 0 %  i n c r e a s e  o v e r  t h e  

o r i g i n a l  r e q u e s t  a n d / o r  h i g h e r .  T h i s  5 0 %  is n o t  r e f l e c t i v e  o f  

e x p a n d e d  o r  i m p r o v e d  s e r v i c e  b u t  j u s t  t h e  c o s t  o f  t h e  r a t e  

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

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

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

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

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

b e  l e s s  t h a n  i n  t h e  r e g u l a t e d  c i r c u m s t a n c e .  U n d e r  t h e  r e g u l a t e d  

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

t o  t h e  s i z e  o f  t h e  o p e r a t o r ' s  s y s t e m .  T h u s ,  t h e  s y s t e m  i n  a 

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

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

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

C O N C L U S I O N S :

I t  c o u l d  b e  c o n c l u d e d  t h a t  t h e  p u b l i c  i n t e r e s t  is  b e s t  

s e r v e d  b y  t h e  A P U C  r e t a i n i n g  t h e  f u n c t i o n  o f  C e r t i f i c a t i o n  a n d  

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

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

n o n c o n t r o l l e d  r e v e n u e s  a n d  t h e  a d d e d  e x p e n s e  t o  t h e  c o n s u m e r  o f  

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

a n d  nonco:n>trv.oT l e d  r a t e s  a r e  f i r s t  s u b j e c t  t o  t h e  a p p r o v a l  o f  t h e

S y s t e m  J 

G r o s s  R e c e i p t s  

8 0 %  n o n - r e g u l a t e d  

2 0 %  r e g u l a t e d

$1 , 0 0 0  , 0 00 
$ 8 0 0 , 0 0 0  

$ 2 0 0 , 0 0 0
S y s t e m  K 

G r o s s  R e c e i p t s  

5 0 %  n o n - r e g u l a t e d  

5 0 %  r e g u l a t e d

$1 ,0 0 0 , 0 0 0  
$ 5 0 0 , 0 0 0  

$ 5 0 0 , 0 0 0



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

F C C .

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

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

s y s t e m ,  t h r o u g h  i t s  a u t h o r i t y  u n d e r  A S  4 2 . 0 5 ,  a n d  a l l o w  t h e  

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

P r o v i s i o n  s h o u l d  b e  m a d e  t h a t  a f t e r  a p e r i o d  o f  t i m e  ( 3  t o  5 y e a r s )  

t h e  L e g i s l a t u r e  ( p e r h a p s  t h r o u g h  L e g i s l a t i v e  A u d i t )  h a v e  a n  

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

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

b a l a n c e .

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

T h o s e  p u b l i c  f u n d s  ( n o w  u s e d  f o r  r a t e  r e g u l a t i o n )  c c u l d  b e  a p p l i e d  

t o  o t h e r  f u n c t i o n s ,  t h a t  A P U C  is c h a r g e d  w i t h ,  a n d  s t a f f  t i m e  

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

I n  c o n c l u s i o n  i t  is  n o t e d  t h a t  A S  4 2 . 0 5  is  s p e c i f i c  in 

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

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

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

C a b l e  T V  b y  t h e  L e g i s l a t u r e .

A P U C :  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n

C o m m i s s i o n :  A P U C

C A T V :  C o m m u n i t y  A n t e n n a  T e l e v i s i o n

F C C :  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n

Ha
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ALASKA PUBLIC UTILITIES COMMISSION
DEPA RTM EN T O F  C O M M ER C E  AND EC O N O M IC  DEV ELOP M EN T

JAY  &  HAMMOND, Governor

1100 MacKay Building 
338 Denali Street 
Anchorage, Alaska 99501

Phone (907) 2758222

M a r c h  24, 1980

Senator W. E. "Brad" B r adley 
Chairman, Senate Comm erce Committee 
P o u c h  V
Juneau, Alaska 99811 

D e a r  Senator Bradley:

As a follow-up to the Sunset R e v i e w  of the A l a s k a  P u b l i c  
Utilit ies Com mission I am e n c l o sing s upportin g d o c u m e n t a t i o n  
for additional C o m m i s s i o n  s taff in order to carry o ut our 
exist i n g  responsibil ities in a timely manner.

As the audit verified, the p r e s e n t  level of staf fing is 
inadequate to m e e t  the responsib ilities m a n d a t e d  to the 
Commi s s i o n  under AS 42.05. T e s t i m o n y  from utilities and 
A R E C A  during the p u blic hearings of both the Senate and 
House Commerce Committees support this fact.

To summarize the contents of the enc losed package, 15 a d d i­
tional personnel w o u l d  be n eeded if the APUC is to contin ue 
its ongoing r e sponsibili ties in a more responsive and e f f i­
cient manner, i.e., the w a y  "we w o u l d  like to do the state's 
business". These per sonnel w o u l d  be assigned to the follow-
ing sections:

E ngine e r i n g  - (4)

Engineer II - cable television

Enginee r II - energy

Enginee r I - energy

Enginee r I - te lecommunica tions

U t i l i t y  Financial Analy sts - (3) 

U F A  III 

U F A  I 

U F A  I



T a r i f f  A n a l y s t  - (1)

TA III - (new classification)

Commun ications Carri er Section - (3) 

E c o n o m i s t  II 

R e s e a r c h  A n a l y s t  II 

C lerk T y p i s t  III

A d m i n i s t r a t i v e  S u pport  for above pers o n n e l  - (4) 

W o r d  P r o c e s s i n g  S upe rvisor 

W o r d  P r o c e s s i n g  O p e rator 

C lerk T y p i s t  III 

C l e r k  T y p i s t  I

The a pproximate salaries of these i ndividuals is $603,000. 
Our c u r rent b u d g e t  w h i c h  is b e f o r e  the Finance Commit tees is 
a p p r o x i m a t e l y  $1.6 million. This does not include an i n­
crease to raise the p r o f e s s i o n a l  staff salaries to a c o m p a r­
able level; if t h a t  occurs, and the Commis s i o n  is optimistic 
t h a t  it will, an additional $60,000 w o u l d  be added to our 
c u r r e n t  budget.

In order to give your c o m m ittee an idea of the impact of the 
d e r e g u l a t i o n  recommendations, the Commis s i o n  pro vides the 
f o l l owing observations: (all e l i m i n a t i o n  of posit ions refer
to the 15 additional p o s i t i o n s  and not e x i sting positions)

S unset R e c o m m e n d a t i o n  2 - total dereg u l a t i o n  of cable- 
t e l e v i s i o n  utilities: - elimin ate one e n g i n e e r i n g  p o s i t i o n .

S unset R e c o m m e n d a t i o n  3 - total d e r egulat ion of garbage and 
refuse utilities: elimin ate one financial a r a l y s t .

Su n s e t  R e c o m m e n d a t i o n  4 - d e r e g u l a t i o n  of tel ephone and 
elect r i c  cooperatives: i f the 12 electric cooperatives and 7 
te l e phone c o ope ratives e l e c t e d  d e r e g u l a t i o n  b y  September 1 , 
1980, eliminate 1 financial a n a l y s t  and 1 Engineer I I .

S u n s e t  R e c o m m e n d a t i o n  5 - e c o nomic d e r e g u l a t i o n  o f  all small 
u t i l ities g r o ss ing less than $100,000: This w ould n o t  m a t e r­
ially affect p e r s onnel requirements.

W h e t h e r  or n o t  which, if any, adminstrati ve support p o s i­
tions could be e l i m i n a t e d  w o u l d  depend on the implementat ion 
of Sunset R e c o m m endations tt2 - #5.



In summary, 4 of the 15 addition al p r o f e s s i o n a l  p e r s onnel 
w o u l d  not be r e q u i r e d  if the legislatu re d e r e g u l a t e d  cable- 
television, and garbage, and if all R E A  co-ops e l e c t e d  
dereg u l a t i o n  b y  S e p t e m b e r  1, 1980.

Sincerely,

C a r o l y n  S. Guess 
C ommis s i o n e r

Enclosure
CS G / r t
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AIASKA PUBLIC UTILITIES COf-WlSSICN

ALLOCATION OF GCWERNORS BUDGET 
FY 81 

(In Thousands)

Ccnimmi cations Consunox

Camissioners Adninistration Engineering Carriers Finance Tariff Protection Total

100 Persorial Services $352.9 $232.7 $300.3 $46.6 $255.5 $76.7 $122.1 $1,386.8

200 Travel 15.0 2.8 16.3 6.4 16.1 1.5 58.1

300 Contractual Services 49.2 112.9 7.8 3.3 9.9 4.5 17.1 204.7

400 Caimodities 2.5 3.7 1.7 1.0 1.7 1.0 3.0 14.6

500- Equiunent 5.4 1.0 1.6 2.0 10.0

Total $419.6 $357.5 $327.1 $57.3 $284.8 $82.2 $145.7 $1,674.2



ALASKA PUBLIC UTILITIES COMMISSION

S T A F F  O R G A N I Z A T I O N  C H A R T

• N e w  p o s i t i o n

+Uow classification roquostcil



SUPPORT ORGANIZATION CHART

i

*New posit i o n  r e q u e st e d  

+P e r m a n e n t  1/2 time p o s i t i o n



EXECUTIVE DIRECTOR 
ADMINISTRATION 
FY 81 BUDGET 
(In Thousands)

Allocated Comparable Adequate Adjusted
FY 81 

Budget
Salary

Increment
Staff

Increment
FY 81 

Budget

100 Personal Services $232.7 $ (1) $79.4 $312.1

200 Travel 2.8 2.8

300 Contractual Services 112.9 (2) 1.5 114.4

400 Commodities 3.7 (3) 1.5 5.2

500 Equipment 5.4 (4) 2.0 7.4

Total $357.5 $84.4 $441.9

(1) Word Processing Supervisor 
Word Processing Operator 
Clerk Typist III 
Clerk I

$25,373
19,883
18,243
15,944

$79,443

(2) Maintenance of Equipnent 
Training Fees

$ 1,000 
500

(3) Office Supplies $ 1,500

(4) Office Equipnent $ 2,000



E n g i n e e r i n g  S e c t i o n

O r g a n i z a t i o n  Ch a r t  

P r i n c i p a l  P r o g r a m s  

• A d j u s t e d  FY 81 B u d g e t



*tlew |>osition r e q u e s t e d  

* * N c w  p o s i t i o n  r e q u e s t e d  in G o v e r n o r ' s  F Y B 1  B u d g e t  R e q u e s t



Principal Programs in Engineering

Rate Base

1. Audit C o n t i n u i n g  Propert y Records and dete rmine w h ether  
plant is used and useful.

This ’ .volves audi t i n g  on a sa mpling basis and requires the 
use of layout d r a w i n g s  and staking sheets to determi ne the 
actual location of the equipment. Physical testing of t e l e­
phone equipment (amplifiers, etc.) may be required to assure 
that particular e q u i pnent is a c t u a l l y  in use.

2. Determine if rate base is r easonabl e or unduly inflated 
due to poor decisions.

Work done on occasi onal basis at the Commission  has revealed 
that some utilities do not have suffi cient control over the 
rate base. Examples include: 1) Plans based on outdated
forecasts done in the lower 48 w h i c h  also ignored higher 
Al a s k a n  labor rates have resulted in u neconomical a dditions 
to plant and 2) pr ojects placed in limbo before they 
materialize a cc umulate excessive e n gineering  labor hours 
before they became active.

3. Audit of Work Orders and associated accounting.

This is necessary to e s t a blish the r easonableness of material, 
engineering, labor, supply and overhead charges to de termine 
the proper al location between capital and expense costs, and 
to insure prompt c a p i t a l i z a t i o n  and retirement of property.

4. Review d e p r e c i a t i o n  rates and studies.

In many locations of Alaska, d e p r e c i a t i o n  rates may d iffer 
from industry n orm due to the unique conditions encountered.

Rate Design/Tariffs

1. Review a llocation studies.

This involves d e t ailed studies of equipment and of the effort 
involved to put:, it into service whi ch will dete rmine a fair 
and reasonable alloca t i o n  of char ges to the various types of 
services offered by utilities. In t e l e com munications  utilities 
tend to assign exces sive costs to n o n c om petitive services.

2. Review r e a s onabl eness of material, engineering and labor 
rates used to d e vel op individual tariffs. Work is similar 
to that described in 1 above and m a y  include the witn es s i n g  
of actual installations.



3. Approve portions of tariff text that is r e l a t e d  to 
equipm ent and engineering.

Quality of Service

1. Develop and update service standards.

To date, only telecommunications service standards have been 
promulgated (3 AAC 52.200-3 AAC 52.340). Standards should 
be deve loped for electric, water/sewer, and other utilities. 
Once developed, standards must be u p dated to keep c u r rent 
with changing conditions.

2. Field Testing

Only actual on site testing can de termine the quality of 
service proviaed. It is planned to have an E n g i n e e r  I "on 
the road" about 40% of the time who will use specialized 
test equipment and will audit outage logs to d e t e rmin e the 
level of service provided by utilities. The eng ineer will 
also analyze service problems and d e t e rmine  w h e t h e r  they are 
caused by faulty or insufficient equipm ent or poor m a n a g e m e n t  
control. Emphasis will be placed in t e l e communicat ions which 
is particularly sensitive to service problems w h ere localized 
minor problems often a ffe ct the entire network. F o r  example, 
poor operator answer time, aside from irritating customers, 
causes needless use of long distance circuits for the sole 
purpose of ringing the operator. This in turn distorts usage 
data and leads to m aj or expenditures for unnecess ary e q u i pment  
additions. Another example is the u n d e rprovisi on of low cost 
terminal equipment w h i c h  causes backups in the satellite n e t­
work.

,»• , iij *  t* .

3. Revie w of service relia bility and co ntingency plans.
Age and reliability of primary and b ackup equipment will be 
considered to determine their adequacy. It is planned to 
study the economic feasibility of p roviding equipm ent 
diversity. Commission involvement seems also n e c e s s a r y  to 
encourage utilities to develop and m a i ntain cont i n g e n c y  plans 
for emergency situations.

4. Review adequacy of system design.

On site review of existilg and planned add itions to facilities 
frequently reveal bottlenecks and weak spots which  require 
urgent correction. Res'1e on site review, it is p l a n n e d  to 
maintain usage trend data of principal equipmen t and facilities 
to pinpoint potential deficiencies.



5, Te st accuracy of long distance billing.

Long distance billing is performed b y  equipm ent that is integral 
w i t h  central office switching machines. For this reason, the 
testing of the accuracy of this billing lies with  the A P U C  
rather than the W e ights & M e a sures Section.

6. Investigation of Q u ality of Service Complaints.

This work consists in conducting special investigations related 
to specific customer complaints.

M a n a g ement Review

1. Evalu a t i o n  of Utility C o n s t r u c t i o n  Programs.

Constr u c t i o n  programs will be revie w e d  to det ermine whether 
they are adequate to meet current and future service needs.
Work will consist in ferreting out w e a k  points and in 
determining whether plans are compatible between utilities. 
Included will be discus s i o n  with utilities whether corrective 
action is practical and a review regarding practical i m p l e­
mentat ions of new or alternate t e c hnolog ies (e.g, energy 
s o u r c e s ) . It is exp ected that economic studies will be 
made or reviewed where alternate courses of actions are 
possible. It is believe d that Commis s i o n  review of c o n s t r u c­
tion programs is especially necessary when such programs are 
dictated by parent companies in the lower 43 w i thout  mu ch 
regard or appreciation of A l as kan needs.

2. Productivity Studies.

Labor costs and p roductivity will be examined for r e a s o n a­
bleness. This will include a compar ison of productivi ty 
rates between companies and include a careful review of 
cases where productivity rates in Alaska deviate  from those 
in the lower 48.

3. Mainten ance Programs.

Utility ma intenance programs will be evaluated through 
examination of records and routine m a i n t e n a n c e  procedures.

4. Investigation of Mana gement Trcublespots.

Programming is now underway to e s t a blish  computer a u d i ting 
of u t ility annual reports. It is planned to have comput e r i z e d  
ratio and trend analysis pinpoint possible m anageme nt trouble 
spots which subs equently will be investigated (e.g., strong 
deviatio ns from the mean of General & A dmini s t r a t i v e  expenses 
per customer; excessive uncollectibl es per customer, etc.).



Certification/Transfers:

A p p l ications for, or transfers of a certificate  of public 
convenience and neces s i t y  require an investigation in the 
applicant's fitness, willin g n e s s  and a b il ity to operate the 
contemplated u t ility service. E ngineering  applies this 
criterion to the review of the applica nt's plans, of his 
management, engineering and o peration al strengths, and 
coordinates w i t h  the finance section in determining  financial 
fitness.

Special Projects

These will primarily consist in the e s t abli shment of new 
methods and procedures for the engineering section.



ENGINEERING, ENVIRONMENTAL PROTECTION 
AND PLANNING SECTION 

FY 81 BUDGET 
(In Thousands)

Allocated Comparable Adequate Adjusted
FY 81 

Budget
Salary

Increment
Staff

Increment
FY 81

Budget

100 Personal Services $300.3 $16.2 (1) $139.7 $456.2

200 Travel 16.3 (2) 8.3 24.6

300 Contractual Serv' >s 7.8 (3) 20.8 28.6

400 Commodities 1.7 (4) .2 1.9

500 Equipnent 1.0 (5) 3.8 4.8

Total $327.1 $16.2 $172.8 $516.1

(1) Engineer II - CATV 
Engineer II - Energy 
Engineer I - Energy 
Engineer I - Telccm

$ 38,592 
38,592
31.258
31.258 

$139,700

(2) Staff Audits 
NARDC School 
NARUC Meetings 
industry Schools 
Compliance Investigation

$ 2,500 
1,200 
1,400 
1,200 
2,000 

$ 8,300

(3) Postage and Telephone 
Office Space 
Maintenance of Equipnent 
Training Fees

$ 2,400 
16,500 
1,000 

900 
$ 20,800

(4) Office Supplies $ 200

(5) Office Equipnent $ 3,800



C. C o m m u n i c a t i o n  C a r r i e r  S e c t i o n

O r g a n i z a t i o n  C h a r t  

P r i n c i p a l  P r o g r a m s  

A d j usted FY 81 B u d g e t



COMMUNICATIONS CARRIERS SECTION 
FY 81 BUDGET 
(In Thousands)

Allocated Comparable 7v3equate Adjusted
FY 81 

Budget
Salary

Incranent
Staff

Increment
FY 81 

Budget

100 Personal Services $ 46.6 $ 3.3 (1) $ 86.0 $135.9

200 Travel 6.4 (2) 3.5 9,9

300 Contractual Services 3.3 (3) 8.8 12.1

400 Coimodities 1.0 (4) .4 1.4

500 Equipnent (5) 2.1 2.1

Total $ 57.3 $ 3.3 $100.8 $161.4

(1) Utility Economist 
Research Analyst II 
Clerk Typist m

$38,592
29,164
18,243

$85,999

(2) Administrative 
NARUC School 
NARUC Meetings

$ 900 
1,200 
1,400 

$ 3,500

(3) Printing 
Orfice Space

$ 1,000 
7,800 

$ 8,800

(4) Office Supplies $ 400

(5) Office Equipnent $ 2,100



*New p o s i t i o n  requested.



PRINCIPAL PROGRAMS IN COMMUN I C A T I O N  CARRIERS

COMMUN ICATIONS ACT REWRITE 

Congress and the A d m i n i s t r a t i o n  are c u r r ent ly 

consider ing amending the C o m m unication s A c t  of 1934, the 

legislation that created the Federal C o m m u n i c a t i o n s  C o m­

mission. Four bills have been introduced, two in the Senate 

and two in the House, and the A d m i n i s t r a t i o n  is a g gressiv ely 

promoting its own proposal through the National T e l e c o m m u n i c a­

tions and Information Agency.

Some of the proposals would d r a s t i c a l l y  alter the 

arrangements under w h i c h  telephone companies are in terconnecte d 

Specifically at issue is the division of toll revenue between 

long distance companies and local companies. One proposal  is 

that the present system of toll settlements be replaced by a 

system of "access charges".

Just as the vi ability of telephone service in A l a s k a  

is sensitive to specific toll settlement arrangements, it 

would be similarly sensitive to specific access charge or other 

arrangements. It is essential that the APUC m o n i t o r  rewrite 

progress and provide input as appropriate.

TOLI, RATE DESIGN 

Ir. considering Alascom's request for a permanent 

general rate increase (Docket U-78-4) the APUC has e l ected to 

separate the issue of toll rate design and first consider the



q u e stion of an "across the board" rate increase. The first 

phase of the procee ding is expe^ ed to reach a c onclusion in 

the near future and the C o m m i s s i o n  will soon begin c o n s i d e r a t i o n  

of rate design.

Rate design is the process whereby, having 

determined the utility's ^verall reve nue requirement, the C o m­

mis s i o n  determines specific rates for specific services. Toll 

rate design answers such questions as w h eth er a call from 

A n c h orage to Iliamna should cost more than a call from A n c h o r a g e  

to Juneau, considering that the distance is smaller but the cost 

of completing the call m a y  be greater.

Toll rate design is a very complex matter and will 

require a great deal of a ttention by the Section as well as the 

services of one or more consultants.

RURAL TELEPHONE DEVELOPMENT

Al t h o u g h  telephone service is ge nerally a vailable 

to all Alaskans, many villages are served by only a single 

telephone. In the past few years, few companies have applied 

to the APUC for certification to provide local exchange service 

in villages, and a small number of villages are presently receiv ing 

such service.

Local exchange operation in a village is, unfortunately, 

an economically marginal operation. The vi ability of a local 

exchange company is very sensitive to the toll settlements a r r a n g e­

ments (or access charge arrangements that may be instituted by a



C o m m u n i c a t i o n s  A c t  rewrite) in effect. To insure continued 

rural tel ephone development, it is essential that the 

Commission, through this Section, m o n i t o r  the progress of 

rural tele phone devel o p m e n t s  and the economic health of the 

small local exchange companies.

STATE N E T W O R K  D EVEL OPMENT 

As the State's t e l ecommunic ations needs grow, so 

its t e l e c ommunicatio ns n e t w o r k  must grow to meet those 

needs. The network must provide a sufficient number of 

circuit s of adequate quality, and in addition, the circuits 

m u s t  be reliable.

The network will meet needs only if it is developed  

in accord a n c e  w i t h  good e n g i n e e r i n g  practice. To injure proper 

network development, the Section must, with the support of the 

Engine e r i n g  Section, m o n i t o r  the process.



D. F i n a n c e  Se c t i o n

O r g a n i z a t i o n  C h a r t  

P r i n c i p a l  P r o g r a m s  

A d j u s t e d  F Y  81 EUdget



A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N  

F I N A N C E  O R G A N I Z A T I O N  D I A R T

in G o v o r n o r ' s  F Y 8 1  B u d g e t  Request.



PR I N CIPAL P R O G R A M S  IN FINANCE

Interim Rate Requests

1- Review filing for compliance w i t h  3 AAC 48.275.

2. Review comparative balance sheets and income statements, 
tracing amounts shown to annual r eport filings.

3. Review filing for mathematical accuracy and consis t e n c y  
of figures u s e d  in all schedules.

4. Review previo us rate r e q uest filing g r anted b y  the 
Commission for the same u t ility and review available 
history of the utility.

5. Review utility surcharge history, if any, and e ffect of 
its incorporation in p r e s e n t  filing.

6. Note any discrepancies found in p e r f o r m i n g  steps 1 
through 4 and investigate to the extent possible w i t h o u t  
on-site audit.

7. Review utility d etermined revenue requirement and 
remove items trad itionally disal lowed by this Commission.

8. Compute revenue requirements; compute revenue deficiency; 
and determine whether there is a prima facie showing b y  
the utility that its p r e s e n t  rates are confiscatory.

9. Write tariff action memora n d u m  on utilit y request, 
explaining results of steps 1 through 8.

10. Write interim order expressing  Commission  action on 
filing.

Permanent Rate Requests

1. Follow steps 1 through 6 as shown under "Interim Rate 
R e q u e s t s " .

2. Write tariff action m emora ndum on utility request, 
explaining results of step 1.

3. Write order suspending per manent rates or expressing  
other Commission action on filing.

4. Based on steps 1 through 3, determine scope of on-site 
audit necessary.



5. Perfor m on-site audit.

a. Follow-up on discrepancies found in step 1.
b. Follow-up on part ic u l a r  Commis s i o n  concerns.
c. On a sample basis, v e r i f y  balance sheet (except 

plant), income statement and revenue r e q u i r e m e n t  
figures shown in filing b y  tracing final figures 
to source documents.

d. V e rify that proforma adjustments are k now n and 
measurable.

e. V e rify compliance of a ccountin g records with 
Uniform System of Accounts prescr i b e d  for the 
utility.

f. Note general cond ition and op erating enviro n m e n t  
of the utility.

g. Investigate elements of revenue requir e m e n t  tradit i o n a l l y  
disallowed b y  the Commission. Revenue re quir e m e n t  
analysis includes operating expenses, taxes, 
depreciation, rate base, cost of debt, and r eturn
on equity or TIER. Rate bas e includes n e t  p l a n t  
and a w o r k i n g  capital, component.

6. Compute revenue requirement, revenue deficiency, and 
percentage across-the -board increase required  b y  the 
utility, based upon  the results of steps 1 t h r o u g h  5.

7. Write Staff p r e - f i l e d  testimony, p r e s e n t i n g  Staff 
position on the case and exp laining the results of 
steps 1 through 6.

Rate Design

1. Review cost-of-service study p r e p a r e d  by utili ty in 
support of its propo sed rate design.

2. Audit, as necessary, to verify cost allocations.

3. Research, as necessary, to determine v a l i d i t y  and 
appropriateness of utility co st-of-service and rate 
design methodology.

4. Perform cost-of-service study w h e n  necessary.

5. Write Staff pre-f iled testimony, prese nting Staff 
position on the case and explaining the results of 
steps 1 through 4.

Rate Development - Telephone

1. Review rate deve lopment worksheets for c onformanc e with 
acceptable Commiss ion methods; and analyze a p p r o p r i a t e­
ness of any new method.



5. Perform on-site audit.

a. Follow-up on discrepancies found in step 1.
b. Follow-up on p a r t i c u l a r  Commis s i o n  concerns.
c. On a sample basis, v e r i f y  balance  sheet (except 

plant), income st atement and revenue requir e m e n t  
figures shown in filing b y  tracing final figures 
to source documents.

d. V e r i f y  th at p r o f o r m a  adjustments are know n and 
measurable.

e. V e r i f y  compliance of a c c o u n t i n g  records w i t h  
U n i f o r m  System of A c c ount s p r e s c r i b e d  for the 
utility.

f. Note general c o n d itio n and o p e r ating e n vironmen t 
of the utility.

g. Investigate elements of revenue requi r e m e n t  t r a d i t i o n a l l y  
disallowe d b y  the Commission. Revenue r e q u i r e m e n t  
analysis includes o p e r a t i n g  expenses, taxes, 
depreciation, rate base, cost o f  debt, and return
on equity or TIER. Rate b a s e  includes n e t  p l a n t  
and a w o r k i n g  capital component.

6. Compute revenue requirement, revenue deficiency, and 
percentage acro ss-the-boar d increase required  b y  the 
utility, b a s e d  upon the results of steps 1 t h rough 5.

7. Write Staff p r e - f i l e d  testimony, presen t i n g  Staff 
po s it ion on the case and e x p l a i n i n g  the results of 
steps 1 t h rough 6.

Rate Design

1. R eview cost-o f-service study  p r e p a r e d  b y  u t i li ty in 
support of its p r o pos ed rate design.

2. Audit, as necessary, to v e r i f y  cost allocations.

3. Research, as necessary, to de termine v a l i d i t y  and 
appropriateness of utility cost-o f-service and rate 
design methodology.

4. Perform cost-o f-service study w h e n  necessary.

5. Write Staff p r e - f i l e d  testimony, presen ting Staff 
positio n on the case and ex plai n i n g  the results of 
steps 1 through 4.

Rate Developme nt - Telephone

1. Review rate d evelopm ent work sheets for conforman ce with 
acceptable Commi ssion methods; and analyze a p p r o p r i a t e­
ness of any new method.



2. R e v i e w  rate d e v e l o p m e n t  factor m e t h o d o l o g y  for conform ance 
w i t h  acceptable C o m m i s s i o n  methods; and analyze a p p r o p r i a t e­
ness of any n e w  method.

3. Trace components o f  rate d e v e l o p m e n t  factor c o mputatio ns 
to utility's m o s t  c u r r e n t  oper a t i n g  results; i nvest igate 
any discrepancies.

4. R e v i e w  ap plic a t i o n  of elements  in steps 1 t h rough 3 in
derivin g rates for service and equipment; reco ncile
differences b e t w e e n  S taff and u t i l i t y  rates derived.

5. W r i t e  t ariff a cti on m e m o r a n d u m  or p r e - f i l e d  testimony,
p r e s e n t i n g  Staff p o s i t i o n  on the case and e x p l a i n i n g  
the results o f  steps 1 t h r o u g h  4.

Certifications

1. R e v i e w  applicants for financial fitness b y  r e f e r e n c e  to 
source and cost of financing, e qu ity structure, form of 
organization, and financial h i s t o r y  of prospe c t i v e  
o w n e r s .

2. R e v i e w  pro forma rates for reasonable ness b a s e d  on 
knowledge of u t i l i t y  type (and i n h ere nt costs) w e i g h t e d  
cosr of capital, and elements allowed by this C o m m i s s i o n  
in setting rates.

3. Write  me mora n d u m  or p r e - f i l e d  testimony, p r e s e n t i n g  
Staff position  on financial fitness of applicant.

Certificate Transfers

1. R eview applicants for financial fitness b y  referen ce to 
form of o rgani z a t i o n  and financial h i story of p r o s p e c t i v e  
o w n e r s .

2. Write memorand um or p r e - f i l e d  t e s t imony p r e s e n t i n g  
Staff position on financial fitness of applicant.

Other

1. Perform financial and sta tistical analyses, accou n t i n g  
and r egulatory  research, and investigations as necessary.

2. R evi ew util ity annual report filings for unusual items 
and to determine the re turn on rate base e arne d from 
operations.

3. Compile informa tion from u t ility annual reports and 
rate increases g r a nte d for i n c orporati on into the APUC 
annual report of operations.



FINANCE AND ACCOUNTING SECTION 
FY 81 BUDGET 
(In Thousands)

Allocated 
FY 81 

Budget

Comparable
Salary

Increment

Adequate
Staff

Increment

Adjusted 
FY 81 

Budget

100 Personal Services $255.5 $29.2 (1) $ 95.8 $380.5

200 Travel 16.1 (2) 14.0 30.1

300 Contractual Services 9.9 (3) 13.5 23.4

400 Ccmnodities 1.7 (4) 1.2 2.9

500 Equipment 1.6 (5) 2.8 4.4

Total $284.8 $29.2 $127.3 $441.3

(1) UFA III 
UFA I 
UFA I

$41,462
27.159
27.159 

$95,780

(2) Staff Audits 
NARUC School 
NARUC Meetings 
Rate Design Education

$ 8,200 
3,900 

700 
1,200 

$14,000

(3) Office Space 
Training Fees

$13,000
500

$13,500

(4) Books & Reasearch Material 
Office Supplies

$ 1,000 
200 

$ 1,200

(5) Office Equipment $ 2,800



Ta r i f f  S e c t i o n

O r g a n i z a t i o n  C h a r t  

P r i n c i p a l  P r o g r a m s  

A d j u s t e d  FY 01 B u d g e t



* Ne w  c l a s s i f i c a t i o n  and  r e c l a s s i f i c a t i o n  of e x i s t i n g  p o s i t i o n  requested. 

•, A* N o w  c l a s s i f i c a t i o n  and n e w  p o s i t i o n  requested.



P R IN C IP A L  PROGRAMS IN  T A R IF F  SECTION

Tariff Filings

1. Prelim i n a r y  review.

A. Type of filing.
B. Compli ance with regulations and adequacy of 

information.
C. Applic a b l e  time constraints.

2. N o t i c i n g  procedures.

A. When to notice.
B. Where to notice.
C. Notice format.

3. Revi ew of filings.

A. Service rate change request.
1. Interim.
2. Permanent.

B. Fuel cost rate adjustments.
C. Equipment offerings.
D. Textual changes. ”
E. Billing procedure and deposit changes.
F. New total tariff filings.
G. Special charges.
H. Contracts.
I. Other.

4. Tariff action meeting.

A. Preparation of memos expressing Staff position.
B. distribution of memos.
C. Explanation of r ecommendations and filings in 

tariff action meetings before the Commission.

5. Notification to utility of Commissi on decisions.

A. Letters.
B. Letter orders.
C. Orders.

Other

1. Perform statistical analyses and research as necessary

2. Compile information from utility tariffs for i ncor­
poration into the APUC annual report of operations 
and for qu arterly sample electric bill summaries.

3. Upon request, provide public information concerning 
approved and pending tariffs.



TARIFF SECTION 
FY 81 BUDGET 
(In Thousands)

Allocated 
FY 81 
Budget

Comparable
Salary

Increment

Mequate
Staff
Increment

Mjustec 
FY 81 

Budget

100 Personal Services $ 76.7 $ 5.1 (1) $41.5 $123.3

200 Travel (2) 1.3 1.3

300 Contractual Services 4.5 (3) 2.6 7.1

400 Corrmodities 1.0 (4) .5 1.5

500 Equipnent (5) .8 .8

Total $ 82,2 $ 5.1 $46.7 $134.0

(1) Utility Tariff Specialist $41,462

(2) NARUC School $ 1,300

(3) Office Space 
Training Fees

$ 2,400 
200 

$ 2,600

(4) Subscriptions
Books & Research Material

$ 300 
200 

$ 500

(5) Office Equipnent $ 800



F. Consumer Protection

Organization Chart 

Principal Programs 

Adjusted FY 81 Budget



*New position in FY81 Governor's Budget Request.



P R I N CIPAL PROGR AMS 
FOR

CONSUMER P R O T E C T I O N  S E CTION

Informal Complaints

It is a p r i m a r y  function o f  this section to p r o­
vide a forum for u t i l i t y  customers to air their grievances. 
Also, it m u s t  resolve or atte mpt to reso lve these complaints 
i nformally rather than b r i n g i n g  matters formally b e f o r e  the 
Commis s i o n  unnecessarily.

T h r o u g h  the implem e n t a t i o n  of t oll-free c a l l i n g  
and the s trengt hing of this section, customers of the r e g u­
lated utilities throu g h o u t  the State will have increased 
access to the Commission. While the n u m b e r  o f  complaints 
receiv ed will increase, the overall length of time re qui r e d  
to respond and resolve customer c omplaints will be c o m­
pressed. Thus, those customers w i t h  complaints w h i c h  require 
t imel y action will be accommodated. Also, the d e velopment  
of a b r o ader informat ion base r e g a r d i n g  consumer  issues will 
occur from w h i c h  the Co mmission m a y  m ake decisions.

U nder this program, the C o m m i s s i o n  will receive 
complaints from a b r o ader ba se of u t i l i t y  customers. As a 
result, the insight w h i c h  the C o m m i s s i o n  has into u t i l i t y  
customer problems will be e x p and ed and its knowledg e base 
supplemented. From this additional information, the section 
will be b ett er able to define probl ems and devel 4 r e c o m m e n­
dations to m e e t  immediate and future needs. In other words, 
Staff's diagnostic and p r o sc riptive capabilities will be 
enhanced.

This p r o gram will take into account the increased 
n umber of substantive informal c omplaints b e i n g  received. 
Many of the consumer issues w h i c h  are e v o l ving are not 
n e c e s s a r i l y  resolved b y  either c u r r e n t  or hi sto r i c  s t a n­
dards. More time will be allocated to the in vestigative  
process w h i c h  will result in the proposal or n e g o t i a t i o n  of 
equitable solutions bas ed on c u rrent conditions.

Formal Proceedings

This section must from time to time r e c o m m e n d  to 
the C ommiss ion th at formal actio n be instituted w h e n  w a r r a n t e d  
b y  the circumstances. Under this program, additional time 
will be allocated to p r epare for p a r t i c i p a t i o n  in p rocee dings 
w h i c h  are institut ed as a result of the section's recommendation. 
Also, time will be available for review of u t i l i t y  tariff 
filings w hich seek to change or impleme nt the rules and 
regulations under w h i c h  utilit y services are o f f e r e d  to the 
public. Additional time will be use d to m e e t  with the 
utilities and applicants to provide assistance in the e valuation 
of their tariffs and to propose b o t h  formally and i nformall y 
those revisions or rules reflec tive of b o t h  u t ility and 
customer requirements.



This section's p a r t i c i p a t i o n  in the rule-m a k i n g
process  will increase. This activity will include r e s e a r c h­
ing and d r a f t i n g  of p r o p o s e d  rules as well as the other 
p hases of their promulgation, including hearings.

E d u c a t i o n  and Informatio n

C o n sumer react ion to the ever increasin g financial 
impact that u t i l i t y  services have on t he ir daily lives has 
c r eat ed a need for a clearer under s t a n d i n g  b y  the p u blic of 
u t i l i t y  o p e r a t i o n  and r egulat ory matters. By increa s i n g  its 
informational p r o gr ams and i m pleme nting educational p r o­
jects, the p u b l i c  will be b e t t e r  able to w i s e l y  use those 
services o f f e r e d  b y  the utilities.

The first year of the educational p r o g r a m  will 
c o nsist p r i m a r i l y  of identifying target areas and the means 
b y  w h i c h  they m a y  effect i v e l y  be approached.

A l t h o u g h  the Comm ission has an on-going p u blic  
information program, its r egu larity m u s t  be r e i n s t i t u t e d  and 
its substance revitalized. This will be accomplishe d at the 
time the section is strengthened.



100 Personal Services 

200 Travel

300 Contractual Services 

*100 Carmodities 

500 Equipment 

Total

CONSUMER PROTECTION 
AND INFORMATION SECTION 

FY 81 BUCGET 
(In Thousands)

Allocated Canparable Adequate Adjusted
FY 81 Salary Staff FY 81

Budget Increment Increment Budget

$122.1 $ 6.2 $ $128.3

1.5 1.5

17.1 (1) 5.6 22.7

3.0 3.0

2 .0     2 .0

$145.7 $ 6.2 $ 5.6 $157.5

(1) Office Space $ 5,600
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,ir. Gerald L. W i l kerson
Legislative Auditor :
•'ouch W
Juneau, Ala s k a  99811

jiear Hr. Wilkerson:
%

i'he following is the response of the A l a s k a  Public Utilities 
Commission to the Performance Preview of the Alas k a  Public 
Utilities Commission by the Division of Legislative Audit.

Recommendation Ko. 1

The A l a s k a  Public Utilities Commission, the Alaska Transpor­
tation Commission and the Alaska Pipeline Commission should 
be combined into a single regulatory commission.

The Alaska Public Utilities Commission (referred to herein­
after as APUC or Commission) believes it is appropriate to 
re-evaluate the merits of a single commission mode of regulating 
utilities. At this time, however, the APUC cannot unequivocably 
state that the three regulatory commissions should be combined 
into a single agency because no documentation that would 
support that conclusion has been made available to the 
Commission. The Commission believes it is misleading to 
make a recommendation of this significance solely on the 
basis of a comparison of "schemes” used by other states. 
Certainly the dominant regulatory framework in other states 
lends credence to the proposition that it is timely to 
reassess the value to the Alaska public to continue three 
separate regulatory agencies.

A tabular comparison of various regulatory frameworks is 
presented to support this recommendation. Whi l e  informative, 
the Commission does not believe this analysis is sufficient

]
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d o c u m e n t a t i o n  on w h i c h  to base this substantive recommendation.
As the analysis indicates, the n u m b e r  of Commissioners has a 
direct relati o n s h i p  to the n u m b e r  and type of professional 
Staff. This, in turn, is inf l u e n c e d  b y  its methods of 
operation, the scope of a Commission's statutory resp o n s i b i l­
ities, a n d  the n u m b e r  of ut i l i t i e s  subject to regulation.

The C o m m i s s i o n  offers the f o l l o w i n g  comments regarding the 
a d v a n t a g e s  p o s t u l a t e d  b y  the auditors o f  a single r e g u l a t o r y 
agency. ‘ .

(1) T h e  C o m m i s s i o n  concurs that a single r e g u l a t o r y  agency '*
c o u l d  r e s u l t  i n  a r e d u c t i o n  in the n u m b e r  of regulatory 
Commissioners. However, someone m u s t  p r e side at hearings;
and, therefore, the e s t a b l i s h m e n t  of h e a r i n g  officer positions 
w o u l d  b e  r e q u i r e d  to offset the d i m i n u t i o n  in C o m m i s s i o n e r s .
T h e r e  are j u r i s d i c t i o n s  that u t i l i z e  h e a r i n g  officers to 
conduct p u b l i c  heari n g s  and to dr a f t  p r o p o s e d  decisions for 
Commissioners' r e v i e w  and determination. T h e  APUC Commissioners 
he'ar cases a n d  w r i t e  substantive orders w i t h o u t  the benefit 
of s u c h  S t a f f *  assistance. * .

(2) B e c a u s e  of the spe c i a l i z a t i o n  r e q u i r e d  of. the Commission's 
p r o f e s s i o n a l  Staff, i.e., ex p e r t i s e  in telecommunications, 
electric, gas, sewer "and w a t e r  utilities, the Commission 
que s t i o n s  the degree of f l e x i b i l i t y  that w o u l d  exist w i t h  a 
c o m b i n e d  Staff. The Comm i s s i o n  b e l i e v e s  that the inter­
cha n g e a b i l i t y  of staff co u l d  be limi t e d  in practice to 
e m e r g e n c y - t y p e  situations. An analysis of the regulatory 
r e s p o n s i b i l i t i e s  of the A l a s k a  P i p e l i n e  C o m mission and the 
A l a s k a  Transportati on Commission should provide more factual 
i n f o r m a t i o n  in this regard. The C o m m i s s i o n  does agree that
a c o m b i n e d  clerical support Staff cou l d  provide m o r e  flexibility, 
and cre a t e  a m o r e  efficient flow of paperwork.

(3)(4)(5) T h e  C o m mission b e l i e v e s  that j o i n t  hearing and 
r e p r o d u c t i o n  facilities and a s h a r e d  p u b l i c a t i o n s •library 
w o u l d  p r o v i d e  for m o r e  efficient s e r v i c e s , n o t  only for a 
c o n s o l i d a t e d  r e g u l a t o r y  b o d y  but a l s o  for the existing 
r e g u l a t o r y  Commissions. To this end, the Commission has 
r e c o m m e n d e d  in its last two b u d g e t s  that the three C o m­
mi s s i o n s  b e  p h y s i c a l l y  c o - r e l o c a t e d  to a facility that w o u l d  
p e r m i t  r e a l i z a t i o n  of these economies.

*The a v e r a g e  r e g u l a t o r y  c o m mission in the Unit e d  States has 
a p p r o x i m a t e l y  200 Staff m e m bers as c o n t r a s t e d  w i t h  32 Staff 
a s s i g n e d  to the APUC.

O c t .  5 ,  1979
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(6) The Commission does not have enough firsthand experience 
with sophisticated word-processing equipment to comment on 
this possible reduction.

The APUC strongly supports the concept that adequate human  
resources, w h e t h e r  in the form of commissioners, hearing 
officers or other staff, m u s t  be p r o v i d e d  if the regulatory 
duties a n d  responsibilities delegated b y  the L e g i s l a t u r e  are 
to be p e r formed in an efficient and effective manner.
Moreover, sufficient resources to p e r f o r m  the .job are as 
important u n d e r  the existing regulatory configuration as 
they w o u l d  be in a prospective consolidation into one agency.

Reliance on outs i d e  regulatory formulae to support a mer g e r  
should also be tempered b y  recognition of circumstances 
w h i c h  make regulation unique in Alaska. For example, the 
A P U C  is still a c t ively involved in the certifi c a t i o n  of 
utilities, in m a r k e d  contrast to most j u risdictions in the 
"Lower 48" w h i c h  h a v e  b e e n  fully carved up into u t i lity 
service areas. This is especially pertinent n o t  only to 
rural A l a s k a  w h i c h  is in a developmental stage in the utility 
arena but also extends to the State's largest m e t r o p o l i t a n 
areas w h e r e  telecommunications utilities have b e e n  the 
subject of recent certification proceedings. W h i l e  n o t  
commanding the n e w spaper headlines generated b y  rate increases 
the certification process is critical to the public protection 
function of r e g u l a t i o n  because it establishes the foundation 
for a utility's future service and rates.

The A P U C  believes that concurrent w i t h  the sunset r e v i e w  of 
the Alas k a  Pipeline Commission, the Division of Legislative 
Audit or an independent consulting firm should p e r f o r m  a 
cost-benefit analysis of combining the three r e g u l a t o r y  
commissions into one. The study should examine b o t h  the 
existing and alternative regulatory frameworks to identify 
the potential operational and financial gains and losses to 
be realized under a single consolidated agency.

If the desirability of implementing this r e c o m m e n d a t i o n  is 
affirmed b y  such an in-depth analysis, the C o m m i s s i o n  strongly 
believes that the L e gislature should assess the scope of the 
existing responsibilities of the three regulatory commissions 
before the decision to merge is made. Should the A l a s k a  
Transportation Commission continue to regulate dumptrucks 
and helicopters? Sho u l d  the APUC continue to r e g u l a t e
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garbage and cable television utilities? W h a t  V7ill be the 
magnitude of the w o r k l o a d  of the Pipeline Commission after 
the TAPS case is completed? Resolution of these and other 
policy issues w o u l d  facilitate the Legislature's efforts to 
define the appropriate regulatory framework for Ala s k a  
inasmuch as a determination of whether one commission w o u l d  
better serve the public interest than the e x i sting three do 
is, in part, dependent on w h a t  responsibilities w o u l d  reside 
w i t h  the single successor agency.

It m a y  b e  difficult to divorce the mechanics of a merger 
f r o m  any assessment of its practicality and desirability.
In this r e g a r d  affirmative action to c o n solidate the existing 
r e g u l a t o r y  agencies should include a detailed implementation 
p l a n  w i t h  a r e a listic timetable whi c h  acknowledges that 
p r e servation of pending, current, and past decisions of each 
Commission is critical to the successful transition to one 
r e g ulatory agency.

The f u ndamental purpose of the Alaska Pub l i c  Utilities 
Com m i s s i o n  is to protect the p u b l i c  by awarding certificates 
of public convenience and n e c e s s i t y  to q u a l i f i e d  providers 
of u t i l i t y  s e r v i c e s a n d  to ensure that c e r t i f i c a t e d  utilities, 
except w h e r e  exempted by statute, provide adequate, efficient, 
and safe services and facilities to the public at just and 
reasonable rates, terms, and conditions. Th e s e  two major 
functions are b r o a d l y  defined as certification and economic 
regulation. It should be noted that the consumer protection 
function of the Commission falls wit h i n  the b r o a d  definition 
of economic regulation.

The following four recommendations have a common theme.
T h e y  propose to reduce the scope of the Commission's duties 
and responsibilities u n d e r  AS 42.05 by d e regulating certain 
types and sizes of public utilities. Th e s e  recommendations 
reflect the audit team's awareness of the acute strains that 
the APUC's current w o r k l o a d  places on its l i m ited resources 
and ability to competently p e r form the responsibilities 
delegated by the Legislature. Additionally, it represents 
some of the current thinking regarding the n e c e s s i t y  and 
desirability of regulation. Aft e r  c o nsideration of these
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factors, the auditors identified those utilities where they 
perceived deregulation w o u l d  have the least detrimental 
impact on the Alaskan public.

The Legislature faces the choice, implicit in the audit, of 
prioritizing the responsibilities of the A P U C  b y  deregulation 
of certain utilities or the allocation of adequate resources 
to the agency to fulfill its statutory assignments. The 
ultimate policy determination of which, if any, utilities 
should be exempt from regulation resides exclusively within 
the purview of the Legislature as the sole source of the 
C o m m i s s i o n’s authority. If.the deregulation course is 
elected, it is the C o m m i s s i o n’s position that the audit 
team's priorities are generally acceptable w i t h  some specific 
exceptions. These exceptions and the Commission's v i e w  of 
the potential impact of deregulation in the reco m m e n d e d  
areas are provided to ensure that the ultimate decision is 
made w i t h  the experience and information of the APUC in 
concert w i t h  input f r o m  the private sector and 'the consuming 
public.

Recommendation No. 2

AS 42.05 should be amended to allow the Alaska Public. Utilities 
Commission to cease all certification and regulation of cable 
television.

The Commission believes that the definition of telecommunications 
as found in AS 42.05.701(8) mandates the certification and 
regulation of cable television (CATV).

The Commission believes that certification should be required 
for CATV utilities providing service to 10 or more customers.
This provides certain minimal protection to the public with 
respect to the fitness and ability of the serving utilities 
as more fully discussed in the response to Recommen d a t i o n  #5.
More importantly, certification is necessary to ass_’~n the 
orderly development of basic telecommunications services 
throughout Alaska in light of nationwide technological 
developments and regulatory trends.

Current legislation before Congress and a more liberal 
regulation policy by the Federal Communications Commission 
indicate that telephone companies will shortly be in the 
position to offer broadband communications* wh i c h  could

‘••'Broadband communication includes the full range of c o m­
munication information including, but not limited to basic 
telephone, data, and television.
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include facilities for television distribution. Ultimately, 
basic telephone and television service could b e c o m e  so 
commingled that the economic viability of r e g u l a t e d  communication 
services could be' affected.

In some u r i s d i c t i o n s , municipalities award a franchise to 
a CATV utility. While o n  the surface this appears to b e  an 
attractive alternative to state regulation, the record in 
recent CATV certification proceedings involving An c h o r a g e  
and Fairbanks indicates that in the "Lower 48" there has 
b e e n  political abuse of this process and that municipalities 
w h i c h  do n o t  have technical and rate-making expertise are 
u n d u l y  burdened b y  the zesponsibility to assess w h i c h  applicant 
best serves the public interest. In place of economic 
regulation, municipal bodies have in some instances substituted 
a shortening of the franchise period, hoping to influence 
the franchise holder to charge reasonable rates a n d  provide 
adequate service -- a practice that could b a c k f i r e  and leave 
the consumer without any service.

The A P U C  has determined that the public interest is not 
nece s s a r i l y  served b y  economic regulation of small cable 
television utilities and has exempted small CATV's from 
regulation in a number of instances. These are E i e lson A i r  
Force Base, Uetlakatla, Craig, Klawock and Thorne Bay.
Whi l e  independently assessing the "nonessential" quality of 
cable television services, the Legislature should be aware 
that the APUC files are replete w i t h  complaints against CATV 
utilities, particularly from rural parts of Alaska whe r e  
there is a captive audience w i t h  no alternative form of 
entertainment and where the entities providing the service 
have their base of operations outside the State of Alaska.

Recommendation H o . . 3

AS 42.05 should be amended to allow the Public Utilities 
C ommission to cease certification and regulation of those 
utilities furnishing collection and disposal service of 
garbage, refuse, trash, and other waste material.

The Commission supports the elimination of r e g u l a t i o n  of 
garbage utilities from its responsibilities and agrees with 
the economic justification articulated by the sunset auditors.

The Commission would be remiss, however, if it failed to 
apprise the Legislature of its concerns regarding deregulation

46 t f )



G.L. W i l k e r s o n - 7 - O c t .  5 ,  1979

of this public utility service. Based on Commission experience 
there is a n e e d  for some governmental entity to oversee 
garbage, refuse and disposal operations. Garbage and refuse 
disposal has long been considered an essential public health 
and sanitation service, more frequently than not owned, 
operated or contracted for by municipal governments. The 
impact of deregulation in this area w o u l d  be felt p r i marily 
by a small percentage of consumers residing outside municipal 
boundaries. The Commission believes it w o u l d  be in the 
public interest to ensure that the municipalities have 
sufficient extraterritorial jurisdiction under AS 29.43.037 
and AS 29.48.040 to oversee the entirety of these operations.

The Commission would also point out to the Legislature that 
the Department of Environmental Conservation (DEC) currently 
issues permits for sanitary landfill use and promulgates 
regulations governing solid wa s t e  management. In this 
regard, the Legislature m a y  wi s h  to consider the DEC as an 
alternative to municipal regulation of garbage and refuse.
The adequacy and availability of a sanitary landfill to a 
garbage utility is frequently a significant problem wh i c h 
has been brought to the Commission's attention. Because of 
DEC's current responsibilities in this area, it is appropriate 
to consider this alternative wh i c h  w o u l d  provide" end-to-end 
regulation of garbage utility services.

If a legislative determination is made that garbage utilities 
should come under the jurisdiction of a state regulatory 
commission, it m a y  be more in keeping w i t h  transportation 
regulatory practices for the Transportation Commission to 
resume this function.

Recommendation Ho. 4

AS 42.05 should be amended to allow non-profit telephone 
and electric cooperatives to petition for withdrawal from 
APUC economic regulation.

The Alaska Public Utilities Commission will concur w i t h  this 
recommendation. However, it is the Commission's experience 
that consumers of electric and telephone cooperatives frequently 
perceive little difference between co-ops and other public 
utilities, even though the members own the business and 
clec*' the bo a r d  of directors. The Commission believes that 
if AS 42.05 is amended to incorporate this recommendation, 
it would be desirable to promulgate regulations establishing
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an orderly procedure for w i t hdrawal f-’-ora economic regulation 
by cooperatives.

To further expand AS '42.05.711(b) to allow cooperatives that 
have w i t h d r a w n  from economic, regulation to subsequently 
retu r n  to the full regulatory jurisdiction of the Commission, . 
while a desirable safeguard of the public interest, could 
have a detrimental effect o n  the ability of the APUC to 
administer and finance its on-going functions. For example, 
r elevant Commission experience is the refusal of the Rural 
E l e c t r ification Administration to provide additional loan 
monies to the Tlingit-Haida Regional Electric Authority 
(THREA) until it submitted to APUC jurisdiction. THREA 
acceded to the jurisdiction of the APUC in December, 1978, 
because of its financial crises. Significant concerns of 
the T H R E A  ratepayers and the mayors of the respective v i l lages  
in which the utility is located has required the Commission 
to expend dollars for consultant services that would otherwise 
have b e e n  available to fund other existing responsibilities . 
of the agency. Realizing that the decision to return to 
economic regulation w i l l  likely occur only w h e n  the cooperative 
is e x periencing significant difficulty, the Commission 
believes it w o u l d  be n e c essary a n d  appropriate to minimize 
any impact on its existing w o r k l o a d  b y  promulgating regulations 
governing reinstatement of full regulation after such an 
election.

It should also be noted that an unregulated telephone c o o p e r a t i v e  
could cause unnecessary expansion of toll facilities of the 
long lines carrier. A  local telephone cooperative not only 
has an impact on its p r i mary customers but on those who 
utilize one or two communication networks desiring access to 
the local exchange. For example, a small deficiency in an 
unregulated telephone central office switch can deny access 
to 10 percent of incoming toll calls. It is uneconomical to 
have a teleptione call cross the lower 48 states and be 
transmitted to the satellite and an Alaska terrestrial 
facility only to be denied at the terminating central office.

Recommendation No. 5

AS 42.05 should be amended to exempt from economic regulation 
all utilities w i t h  annual gross revenues not exceedin'
$100, OfflT

La .

The Commission concurs w i t h  this recommendation.
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iiowever, the Commmission believes it is in the public interest 
to continue to require certification of all utilities providing 
service to 10 or more customers, irrespective of annual 
gross revenues.

A  certificate of public convenience and necessity from a 
qualified independent agency assures the consuming public 
that a utility is fit, will i n g  and able to provide service.
In addition, a certificate -provides economic protection to 
the small business from unauthorized or potentially ruinous 
competition. The Commission believes that certification is 
particularly important to protect the public interest when 
a small utility w i l l  be physically tied to a larger utility 
network, such as the case of a local exchange telephone 
company interconnected to the long lines telecommunications 
carrier or an electric grid system connecting more than one 
power utility.

Based on the APUC's 1978 Annual Report, 13 utilities currently 
subject to economic regulation would become exempt if this 
amendment were approved with the $100,000 cutoff level. The 
major i t y  of the 13 utilities are small w a t e r  companies which 
historically have generated numerous consumer complaints.
These complaints have required a significant commitment of 
time b y  the APUC Consumer Protection Section for its investigation 
and possible resolution and b y  Commissioners and Staff in 
public hearings. The Commission wo u l d  be remiss if it did 
not point out to the Legislature that the volume of complaints 
received from the consumers of these relatively small utilitier 
indicates reliance on the public protection provided by 
regulation for adequate service. Because water service is a 
necessity, some entity, be it legislative or administrative, 
w i l l  inherit the consumer protection function that the APUC 
has provided.

The comments of the APUC's Chief of Finance are germane and 
the Commission believes they should be drawn to the attention 
of the legislature:

"Water bills have a tendency to be lower than electric or 
telephone. Therefore, I question whether a gross revenue 
standard is a fair reflection of the num b e r  of people involved.
I do not believe the same gross revenue cutoff should be 
applied to all types of utilities. I think the deregulation 
of electric and telephone under $100,000 gross revenues is a 
good recommendation.* Water and sewer should have a different 
standard.
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S o m e - o f  our m o s t  d i f f i c u l t  a n d  d e m a n d i n g  cases are w a t e r  
u tilities. The filings  a re o f t e n  p o o r  and i n a c c u r a t e  a n d  
a c c o u n t i n g  r e co rds are o f t e n  n o n e x i s t e n t  or in ’s h o e - b o x e s .’
We truly protect the publ i c  in our review of these utilities. 
A n y  given case m a y  require a great deal of time on our part, 
b u t  I feel it is time w e l l  spent. Unlike garbage collection, 
water service is definitely a necessity."

R e c o m m e n d a t i o n  No. 6

T h e  s t a t u t e s  a n d  r e g u l a t i o n s  g o v e r n i n g  the A l a s k a  P u b l i c  
U t i l i t i e s  C o m m i s s i o n  s h o u l d  b e  revised.

The Commission agrees that its statutes and regulations 
should be revised. The following comments are offered in 
response to the specific examples delineated by the auditors.

(1) The two cases cited by the auditors " m i x  apples and 
oranges." In one, Docket U-75-95 a Commission decision has 
been uphe l d  in Superior Court that disallowed u n a m o r t i z e d  
rate case expense in a u t i l i t y’s rate base. At issue in the 
other, Docket U-76-66, was the protection of the public from 
duplicative utility expenses. Both of these issues are 
matters of regulatory policy over x^hich the APUC needs 
discretion and flexibility to r e s p o n d  to current theories 
and to individual cases.

The Commission believes, however, that regulations establishing 
guidance for supporting documentation required to justify 
b o t h  internal and external rate case expense are ne c e s s a r y 
and desirable. The Commission's posture for four years has 
been reactive. Unfortunately, its workload, m a n dated by 
other statutory requirements, has preempted the time necessary 
to notice, consider and adopt regulations that wo u l d  allow 
the regulatory process to function more efficiently.

(2) The Commission concurs that the promulgation of industry 
performance standards for all regulated utilities is necessary 
and desirable, but it is also a function of available 
resources to establish the standards and to enforce them.
At the present time the APUC has no operational b u d g e t  to 
enforce the existing telephone service standards.

(3) The Commission has requested clarification o f  its
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statute regarding the transfer of certificates of public 
convenience and necessity. (HB675, 1978 Session.' M o r e  
interest was generated in the existing statutory ambiguity 
as a result of P A C O M 1s announced intentions to acquire a 
controlling interest in R C A  ALASCOM. However,, the statute 
remains; and, to date, affected utilities have acceded to 
Commission jurisdiction in this matter in accordance w i t h  
the Commission's interpretation of its statute a n d  regulations. 
Nonetheless, the Commission continues to support clarifying 
legislation.

(4) The Commission plans to eliminate the discrepancies 
b e t ween its statute and regulations by January 1, 1980.

Recommendation No. 7
i

T h e  A P U C  s hould seek, u p g r a d i n g  of s ala ry levels f o r  p r o f e s s i o n a l  
s u p p o r t  staff.

There is no question that the most frustrating, expensive 
and time-consuming p r o b l e m  in the Commission's operation has 
b e e n  the vacancy factor and turnover of its professional 
Staff as a result of the compensation level. '

A  salary survey performed b y  the Division of Personnel in 
1977 compared salaries of the Commission's p r ofessional 
Staff to salaries paid by regulatory commissions in other 
states w i t h  a cort-of-living additive. This did not and 
does not consider reality. The Commission loses its professional 
people to consulting firms and utilities operating in Alaska, 
not outside of Alaska. In addition, the Commission has 
experienced turnover because other State agencies offer a 
higher salary for the same qualifications and experience. 
Effective protection of the public interest and efficient 
utilization of its financial resources dictate that the APUC 
compensate its professional Staff at a level which attracts 
and retains qualified and experienced personnel.

The APUC should implement a time management system.

The Commission concurs that a time management system is a 
useful administrative tr ol. The Commission's experience in 
filling successive vacancies in the Executive Director 
position has not allowed institution of such a system to 
date. However, the Commission anticipates that the n e w
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administrative Staff will implement such a system as r a p idly 
as time, knowledge, and experience permit.

Recommendation Ho. 9

The APUC should develop a cross-reference system for Comm i s s i o n  
orders and decisions by the courts.

The cross-reference system suggested by this r e commendation 
is desirable and necessary. W i t h  adequate funding the 
computer capability of the Commission could provide the 
foundation of a cross-reference system for current Commission 
actions. To recover the decisions of the first eight years 
of the Commission requires time and budget that is n o n­
existent at present. The Commission plans to dedicate a 
po r tion of the time of its newly classified paralegal position 
to this assignment.

R e commendation No. 10

The Commissioners of the APUC should restrict their i n v o l v e­
ment in the administrative function of the agency!-

The theory behind this recommendation is sound but its 
strict application must be tempered by reality. As one 
Staff section head stated in response to this recommendation, 
"Until we have written policies, a topical reference system 
and a knowledgeable, interested, hard-working executive 
director, I don''t see how the Commissioners can be expected 
to restrict their involvement in the administrative function 
of this agency."

It is the goal of the Commissioners to be relieved of their 
direct involvement in the administration of the APUC.
History dictates this is an evolutionary process. Reality 
dictates that the Commissioners are ultimately responsible 
for the public perception of the APUC. Their oversight 
responsibilities and input in administrative matters will 
continue as an informative tool for the Staff's managers.

It should be noted that the Commissioners have n o  independent • 
p rofessional staff and must rely on existing staff personnel 
for technical expertise and advice only when it does not 
compromise the independence of the parties in proceedings.
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The APUC should seek to establish separate collocation codes 
l o r  each section of the Commission.

It may be that the implementation of this recommendation is 
desirable.

The Commission does have some reservations in this regard 
due to the small size of its sections, ranging from one to 
six people. In the past the budget has been earmarked to 
the workload confronting the Commission. In most proceedings 
at least two staff sections, the Commission's legal personnel 
and the Commissioners are involved. Budgeting has been a 
matter o f  compromise, cooperation, and re-prioritizing to 
address the situation at hand.

The Commission x-zill explore w i t h  the auditors the perceived 
benefits to be gained through section collocation codes.

COMMENTS OH ANALYSIS OF PUBLIC NEED

II. "There is also a n e e d  for statutory and regulatory 
amendments to allow for more effective case management and 
to avoid court appeals of Commission decisions (see R e c o m­
mendation No. 2 through No. 6).".

It is overly simplistic to assume that statutory and regulatory 
amendments will eliminate court appeals of APUC decisions. 
Regulatory and administrative law are evolutionary elements 
in the system of common law applicable to Commission proceedings. 
Also, the volatility of regulatory theory and policy combined 
w i t h  the likelihood of a dissatisfied party is conducive to 
litigation in some instances. Given the nature and scope of 

'• APUC activity during recent years, there has been a relatively 
small number of Commission orders that have been appealed to 
the Superior Court.

An appeal of a Commission decision, per se, is not an undesirable 
result of Commission action. In certain instances it is in 
the public interest to have the case law and statutes clarified 
and amplified through the appeal process.

III. The extent to which the board, commission or agency 
has recommended statutory changes w'nich are generally
of b e n e f i t  to the p u b l i c  interest.-

The APUC has been actively involved in reacting to substantive
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pieces of legislation proposed by others in the past few 
years. In addition, the Commission has served as a resource 
to both the Governor's office and the legislative branch of 
government in the energy and telecommunications fields.
And, it well may be more fruitful for deregulation recom­
mendations to come from w i t hout rather than from within the 
Commission.

The A l a s k a  Public Utilities Commission believes that the 
audit conducted b y  the Division of Legislative Audit was a 
constructive exercise for the Commission and commends the 
auditors for the performance of their responsibilities in a 
thoughtful and unobtrusive manner.

Ca r o l y n  S. G u e s s , C o m m i s s i o n e r

Stuart Cl H a l l , Conunissioner
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P l e a s e  r e f e r  to y o u r  m e m o r a n d u m  of O c t o b e r  1 9 7 2  ’.-.’h e r e i n  
y o u  r e q u e s t  .-an A t t o r n e y  G e n e r a l’s op i n i o n  on tv;o q u e s t i o n s .  T h e  
firsth'question ■ d e a l s ' w i t h  the g e n e r a l  a p p l i c a t i o n  o f  AS 4 2 . 0 5 . 7 1 1  (b) 
and i s - b a s e d " c n’cthe facts set forth in y o u r  m e m o r a n d u m .  The F a i r ­
ba n k s  M u n i c i p a l . U t i l i t y  S y s t e m  (Fi-PJS) a p p l i e d  for a c e r t i f i c a t e  o f  
p u b l i c  c o n v e n i e n c e  a n d  n e c e s s i t y  un d e r  the g r a n d f a t h e r  r i g h t s  of.
A S  4 2 . 0 5 - 2 2 1  t o  p r o v i d e  e l e c t r i c a l  service in the F a i r b a n k s  area.
In the same a r e a . G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n ,  Inc. (GVSA) 
h a d  a certificate, of p u b l i c  c o n v e n i e n c e  and n e c e s s i t y  t o  f u r n i s h  
identical- .electid.ca'.l service. On Augu s t  11, 1972 the A P U C  i s s u e d  
two ds’c i s i . o ? : s o n e  w h i c h  g r a n t e d  the Ftfu'S a c e r t i f i c a t e  o f  p u b l i c  
c o n v e n i e n c e  and n e c e s s i t y  to s u p p l y  e l e c t r i c a l  s e r v i c e  i n  a n  a r e a  
w h i c h  v.’cul c . h o t  c o m p e t e  w i t h  the GVSA.

•Your o p i n i o n  r e q u e s t  is b a s e d  on s e v e r a l  a s s u m p t i o n s .
In y o u r  request' y o u  assume the c o m p e t i t i o n  betvreen F M U S  and G V E A  
has b e e n  e i i minat ~d. Y o u  also assume that there is n o  c o m p e t i t i o n  
betuf.-en ’• the o t h e r  F M U S  u t i l i t i e s  and any .other p u b l i c  u t i l i t y  a n d  
t h a t  FMUS u n t i l  the e l i m i n a t i o n  of c o m p e t i t i o n  w a s  c l e a r l y  u n d e r  
the c o m p l e t e  j u r i s d i c t i o n  of the APUC.

B a s e d  u p c h  these facts and a s s u m p t i o n s  it is o u r  o p i n i o n  
that- the rates c h a r g e d  by the F a i r b a n k s  M u n i c i p a l  U t i l i t y  S y s t e m  
f o r  -e lb c t r i b a l  s e r v i c e  cannot be r e g u l a t e d  by the A l a s k a  P u b l i c  
U t i l i t i e s  Commission, in light of AS 42.05.711 (b).

AS 4 2 . 0 5 , 7 1 1  (b) p r o vides:

P u b l i c  u t i l i t i e s  o w n e d  and o p e r a t e d  by a 
p o l i t i c a l  s u b d i v i s i o n  of the stare and 
no n e  o f  v;kcse u t i l i t i e s  is in c o m p e t i t i o n  
w i t h  an o t h e r  u t i l i t y ,  are exempt from the 
crovlcior.s cf this chapter, other than t h e  
r.revisions of i’O 221 — 201 o: thlr chapter, 
unless s u c h  an o w n e r  and operator elects t o



I t - i s  c l e a r  f r m  t m s  p r o u a j L u . i  ~ — - — *— - . . ";
o p e r a t e d  by a p o l i t i c a l  s u b d i v i s i o n  of the S t a t e  is n o t  in •competition 
w i t h  any o t h e r  u t i l i t y  it is exe m p t  from the A l a s k a  P u b l i c  U t i l i t i e s  
Act e x c e p t  for the p r o v i s i o n s  d e a l i n g  with c e r t i f i c a t e s  o f  p u b l i c  
c o n v e n i e n c e  and n e c e s s i t y  found at AS 4 2 . 0 5 . 2 2 1 - 2 8 1 . 1 /  I!o a m b i g u i t y  • 
in f o u n d  w i t h  respect to this p a r t  of the s t a t u t e  and w h e r e  a 
s t a t u t e  is u n a m b i g u o u s  the statute expresses the l e g i s l a t i v e  i n t e n t  
w i t h o u t  the n e c e s s i t y  of aids f r o m  the l e g i s l a t i v e  h i s t o r y .  A l a s k a  
M i n es a n d  M i n e r a l s ,  Ir.c. v. A l a s k a  I n d u s t r i a l  B o a r d , 354 P. 2d 3 7o,
379 ( A l a s k a  I9 QU) ; Citv of S e w a r d  v.~ VJiscom, 413 ~  2d 931, 536 
( A l a s k a  1966); H o m e r  E l e c t r i c  Assn., Ir.c. v. C i t y  of K e n a i , 423 
P. 2 d  285, 289 (Alaska 1907). The legis l a t i v e  i n t e n t  , h o w ever,  
is s u p p o r t e d  b y  the l e g i s l a t i v e  h i s t o r y  of t h e  e x e m p t i o n  p r o v i s i o n .

A r e v i e w  of this l e g i s l a t i v e  h i s t o r y  w o u l d  n o t  b e . c o m p l e t e  
w i t h o u t  fir s t  r e v i e w i n g  the s t a t u t o r y  h i s t o r y  o f  r e g u l a t i n g  t h e” r a t e s  
of m u n i c i p a l l y  o w n e d  u t i l i t i e s .  W h e n  the A l a s k a  P u b l i c  S e r v i c e  C o m­
m i s s i o n  Act. first b e c a m e  law i n  1959 m u n i c i p a l  u t i l i t i e s  except f o r  ' 
w a t e r  a n d  s e w e r  v:ere r e g u l a t e d  p u r s u a n t  to AS 4 2 . 0 5 . 6 4 0 ( 2 ) .  I n  1963 t h i s  p r o v i s i o n  w a s  a m e n d e d  to entirely e x c l u d e  m u n i c i p a l l y  
o w n e d  u t i l i t i e s  f r o m  P u b l i c  U t i l i t i e s  C o m m i s s i o n  regulation.. T h i s  
s t a t u t o r y  h i s t o r y  is e x p l o r e d  in d e t a i l  in H o m e r  E l e c t r i c  Assn., Inc. 
v. C i t y  of K e n a i ,  423 P. 2d 285 (Alaska 1967 ). *

In the 1971 L e g i s l a t u r e ,  Senate B i l l  128 w a s  i n t r o d u c e d  
i n t o  the S e n a t e  by the Sen a t e  Rules C o m m i t t e e  at the r e q u e s t  o f  
f o r m e r  G o v e r n o r  K e i t h  H. M i l l e r .  The r e q u e s t e d  l e g i s l a t i o n  w a s  
a c c o m p a n i e d  b y  an i n t r o d u c t o r y  ex e c u t i v e  mss sage 2/v/hich p r o v i d e d  
w i t h  r e s p e c t  to m u n i c i p a l i t i e s  as follows:

M u n i c i p a l l y  ovmed a n d  o p e r a t e d  u t i l i t i e s  are 
e x e m p t e d  f r o m  r e g u l a t i o n  only in c e r t a i n  r e­
spe c t s .  T h e s e  are s p e c i f i e d  in s u b s e c t i o n s  
AS 4 2 . 0 5 . 6 3 1  (b)-(a).. In brief, a m u n i c i p a l  
u t i l i t y  w o u l d  be e x e m p t  f r o m  rate r e g u l a t i o n  
for s e r v i c e s  p r o v i d e d  w i t h i n  the c i t y  b o u n d a r i e s .  
S e r v i c e s  w h i c h  it p r o v i d e s  o u t side t h e  m u n i c i p a l

1. F o r  d i s c u s s i o n s  o f  the r a m i f i c a t i o n s  and p o l i c i e s  o f  
e x e m p t i n g  m u n i c i p a l l y  o w n e d  u t i l i t i e s  f r o m  the v a r i o u s  
forms o f  Pub l i c  U t i l i t i e s  C o m m i s s i o n  r e g u l a t i o n s  s e e  
S t a t e  S u p e r v i s i o n  O v e r  M u n i c l o a l l y  Owned U t i l i t i e s , 49 col 
L.R. 160 (19^9); State R e g u l a t i o n s  of M u n i c i p a l l y  O w n e d  
E l e c t r i c  U ti l i t i es, 7 "Gso.~wasn. u.tt. ppY (±939); State" 
v e r s u s  Lo c a l  Control of M u n i c i p a l l y  O w n e d  U t i l i t i e s -̂ 4T 
l a l e  u . j  . " j l 2 i  t . i y j i ;  .

.".. . it is a n  a c c e p t e d  m e t h o d  of d e t e r m i n i n g  l e g i s l a t i v e  inter, 
t o  l o o k  to i n t r o d u c t o r y  e x e c u t i v e  m e s s a g e s . i: Horner E l e c t r i c
A s s n . ,  Inc. v. C i t y  r.f K e n a i , 42.5 P. 2d 285, 2oy o.iasxa, ~ 17677 )



b o u n d a r i e s  w o u l d  not b e  exempt. M u n i c i p a l  u t i l -  •
I ties w o u l d  also be exempt en toto f r o m  S e c t i o n s  
AS 4 2 . 0 5 . 4 9 1  - 511 c o n c e r n i n g  f i n a n c i a l  and 
m a n a g e m e n t  r e g u l a t i o n ,  and from S e c t i o n  AS 42.05.
641 c o n c e r n i n g  r e g u l a t o r y  fees. [19^9 Senate.
J o u rnal, p. 84].

It is a p p a r e n t  that m u n i c i p a l  ut i l i t i e s  u n d e r  t h e  b i l l  i n t r o d u c e d  
by the G o v e r n o r  w o u l d  be e x e m p t  from rate r e g u l a t i o n  o f  its u t i l i­
ties l o c a t e d  w i t h i n  the city boundaries.

I n  the same L e g i s l a t u r e ,  Hou s e  B i l l  2 0 2 . w a s  i n t r o d u c e d  
i n t o  t h e  A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s .  T h e  l e g i s l a t i v e  h i s t o r y  
of t h i s  b i l l  in the .House i n c l u d e s  the f o l l o w i n g  f r o m  t h e  H o u s e  
J u d i c i a r y  C o m m i t t e e  report on t h e  Public U t i l i t i e s  Act:

AS 42.05.711. In its comparable s e c t i o n ,  S B  1 2 8  
p r o v i d e d  for the e x e m p t i o n  of m u n i c i p a l l y  o w n e d  
a n d  o p e r a t e d  u t i l i t i e s  from the p r o v i s i o n s  r e ­
ga r d i n g  the r e g u l a t i o n  of rates, f i n a n c i a l  m a n a g e­
ment r e g u l a t i o n s ,  and the r e q uirement o f  a r e g u l a t o r y  
fees. (Cf. p r e s e n t  AS 42.05.645 a n d  Pa. S t a t .  ,
T i t l e  66 , sec. Il4l.) The original H B  202 d e l e t e d  
the e x e m p t i o n  r e g a r d i n g  rates. [1969 H o u s e  J o u r n a l ,  
S u p p l e m e n t  No. 4 (4/9/69), p. 73

F r o m  t'lis it a p p ears that the o r i g i n a l  House B i l l  c o n t e m p l a t e d  
t h e  r e g u l a t i o n  of rates c h a r g e d  by m u n i c i p a l l y  o w n e d  u t i l i t i e s .  
T h i s  'was c h a n g e d ,  h o w e v e r ,  by an amendment on t h e  f l o o r  of the 
H ou s e .  This a m e n d m e n t  read as follows:

M u n i c i p a l l y  ow n e d  u t i l i t i e s  (except t h o s e  
"v. c o n s e n t i n g  to all p r o v i s i o n s  of this c h a p t e r )

.. are e x e m p t  f r o m  the p r o v i s i o n s  of this c h a p t e r  
'if there is n o  o t h e r  u t i l i t y  in the i n t e g r a t e d  
e c o n o m i c  a r e a  cr i n  an adjacent s e r v i c e  a r e a  
c o m p e t i n g  or h a v i n g  the po t e n t i a l  to c o m p e t e  
with' any o t h e r  of the m u n i c i p a l l y  o w n e d  
u t i l i t i e s .  [1969 H o u s e  Journal, p. 7053

H o u s e  B i l l  202 w i t h  this 'amendment p a s s e d  the H o u s e  o f  R e p r e s e n t­
ativ e s  and was f o r w a r d e d  to the Senate. It is c l e a r  f r o m  this 
a m e n d m e n t  that the H o u s e  cf R e p r e s e n t a t i v e s  a l s o  i n t e n d e d  that 
the rates of a m u n i c i p a l l y  o w n e d  utility s h o u l d  not b e  r e g u­
lated  e x c e n t  where c o m o e t i t i o n  w a s  present. Mo l e g i s l a t i v e  h i s t o r y  
•was fo u n d  w h i c h  w o u l d  'indicate any a m b i g u i t y  in AS 42 .05.711(b) or 
i n d i c a t e  that the l e g i s l a t u r e  i n t e n d e d  that t h e  r a t e s  o f  m u n i c i p a l  
u t i l i t i e s  not in c o m p e t i t i o n  w i t h  other u t i l i t i e s  b e  r e g u l a t e d  b y  

tprir



Y o u r  s e c o n d  q u e s t i o n  requests an opinion ^xoi.t ~x x
on the i s s u e  of vfhether the F a i r b a n k s  M u n i c i p a l  U t i l i t y  S y s t e m  i s  
*:in c o m p e t i t i o n "  as that p h r a s e  is u s e d  in AS 4 2 . 0 5 - 7 1 1  (d ) w h e r e  
FilUS is a t t e m p t i n g  to gain a u t h o r i t y  f r o m  the C o m m i s s i o n  to s u p p l y  
t e r m i n a l  e q u i p m e n t  (such as teletype, telex units a n d  o t h e r  m o r e  
s o p h i s t i c a t e d  ha r d w a r e )  i n  the F a i r b a n k s  area and i n  t h e  same p r o ­
ceedi n g s  b e f o r e  the C o m m i s s i o n ,  p r e v e n t  RCA.-Alas c o m  f r o m . c o n t i n u i n g  
to p r o v i d e  s u c h  t e r m i n a l  equ i p m e n t .  It appears f r o m  t h e  facts o f  
this s i t u a t i o n  that t h e  FMUS is m e r e l y  a p p lying and a t t e m p t i n g  t o  
gain the a u t h o r i t y  to compete w i t h  R C A - A l a s c c m  or to e x c l u s i v e l y  
p r o v i d e  the t e r m i n a l  e q u i p m e n t  in the F a i r b a n k s  area. A p p a r e n t l y  
the FMUS is not p r e s e n t l y  p r o v i d i n g  such t e r m i n a l  e q u i p m e n t  in t h e  
F a i r b a n k s  area. R C A - A l a s c o m  is n o w  p r o v i d i n g  that- t e r m i n a l  e q u i p m e n t .  
The m a t t e r  is a ' d i s p u t e  over w h i c h  of the two e n t i t i e s  h a s  the a u t h o r ! t  
f r o m  the A P U C  to i n s t a l l  t e r m i n a l  equipment.

U n d e r  this set of facts it is the o p i nion o f  t h i s  o f f i c e  
that by e n t e r i n g  i n t o  this dispute the FMUS is n o t  " i n  c o m p e t i t i o n  
w i t h  any o t h e r  u t i l i t y "  as that p h r a s e  is used in AS 4 2 . 0 5 . 7 1 1  (b) .
This r e s u l t s  in the A P U C  not b e i n g  able to regul a t e  t h e  rates, 
s e r v i c e s  and f a c i l i t i e s ,  a c c ounts records and r e p o r t s ,  a n d  f i n a n c i a l  
and m a n a g e m e n t  r e g u l a t i o n s  of the FMUS.

In c o n s t r u i n g  w h a t  the L e g i s l a t u r e  i n t e n d e d  b y  the p h r a s e  
"in c o m p e t i t i o n  w i t h  any o t h e r  u t i l i t y "  a basic f u n d a m e n t a l  r u l e  o f  
s t a t u t o r y  c o n s t r u c t i o n  r e q u i r e s  that the l e g i s l a t i v e  p u r p o s e  o r  i n t e n t  
in u s i n g  the s u b j e c t  p h r a s e  be e x t r a c t e d  from the e n t i r e  P u b l i c  
U t i l i t i e s  Act. In o t h e r  w o r d s  since this phr a s e  ir. n o t  d e f i n e d  
in the d e f i n i t i o n a l  s e c t i o n  o f  the en a c t m e n t  (113 S L A  1S 7 0 )  t h e  other' 
s e c t i o n s  in the e n a c t m e n t  s h o u l d  be loo k e d  at to d e t e r m i n e  the l e g i s­
lative i n t e n t  o f  the phrase. In .re Deli n q u e n t  T a x  R o l e , 16 A. l a  s k a  
286, 295 (D. A l a s k a  1 9 5 6 ); S t a t e  v. A m e r i c a n  Can C o . , 362 P. 2 d  291,296 (Ala s k a  1964); 2 S u t h e r l a n d ,  S t a t u t o r y  C o n s t r u c t i o n ,  (3 ptd. ed.) 

4703, 4704.

In 113 S L A  1970 the only o t h e r  p r o v i s i o n  w h i c h  d i s c u s s e s  
" c o m p e t i t i o n "  b e t w e e n  pub l i c  u t i l i t i e s  is found i n  AS 4 2 . C 5 . 2 2 l  (d). 
This provision, pr o v i d e s :

(d) In an a r e a  w h e r e  the c o m m i s s i o n  d e t e r m i n e s  
that two or m e r e  p u b l i c  u t i lities are c o m p e t i n g  
to f u r n i s h  i d e n t i c a l  u t i l i t y  service a n d  t h a t  
this c o m p e t i t i o n  is not in the pub l i c  i n t e r e s t ,  
the c o m m i s s i o n  shall take a p p r o p r i a t e  a c t i o n  to 
e l i m i n a t e  the c o m p e t i t i o n  and any u n d e s i r a b l e  
d u p l i c a t i o n  cf facilities. This a p p r o p r i a t e  act i o n  
may i n c l u d e ,  but is not limited to, o r d e r i n g  the 
c o m p e t i n g  u t i l i t i e s  to e n t e r  into a c o n t r a c t  w h i c h ,  
a m o n g  o t h e r  things would:

(1 ) d e l i n e a t e  the s e r vice area b o u n d a r i e s  
of each in these areas of ccmoetitio.o;



(2) e l i m i n a t e  e x i s t i n g  d u p lication and 
p a r a l l e l i n g  to the fullest reasonable e x t e n t ;

1

(3) p r e c l u d e  future dupl i c a t i o n  and paralellir.g;

(i!) p r o vide for the exchange of customers a n d  
f a c i l i t i e s  for the p u r poses of p r o v i d i n g  b e t t e r  p u b l i c  
s e r v i c e  ana of e l i m i n a t i n g  dupli c a t i o n  and p a r a l l e l i n g ;  
and

(5) 
m e n t s  as

p r o v i d e  such ot h e r  mutua l l y  e q u i t a b l e  arrang- 
w o u l d  be in the public interest.

F r o m  this it a p p e a r s  that the l e g i s l a t u r e  i n t e n d e d  the u s e  o f  t h e  
v;ord c o m p e t i t i o n  t o  m e a n  act u a l  competition. A mere d i s p u t e  b e f o r e  
the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  does not c o n s t i t u t e  such 
c o m p e t i t i o n .  AS **2.05.221 i n d i c a t e s  that c o m p e t i t i o n  e x i s t s  w h e r e  
t w o  or m o r e  p u b l i c  u t i l i t i e s  are f u r n i s h i n g  i d e n t i c a l  u t i l i t y  s e r v i c e  
in a d e s i g n a t e d  a r e a  a n d  w h e r e  these two utilities h a v e  a u t h o r i t y  
f o r  d u p l i c a t i o n  and p a r a l l e l i n g  of facilities. No o t h e r  s t a t u t o r y  
p r o v i s i o n  was found in 113 S L A  1970 w h i c h  w o u l d  shed any light u p o n  
the m e a n i n g  o f  c o m p e t i t i o n  as u s e d  in A S  *12.05.711 (a).

Our o p i n i o n  is f u r t h e r  s u p p o r t e d  by a n o t h e r  s t a t u t o r y  c o n ­
s t r u c t i o n  rule w h i c h  dicta t e s  that statutes must be g i v e n  t h e i r  r e a s o n­
able m e a n i n g .

I f  a pub l i c  u t i l i t y  ov;ned by a p o l i t i c a l  s u b d i v i s i o n  is 
s u b j e c t  t o  r a t e  r e g u l a t i o n  by the A P U C  each time the p o l i t i c a l  s u b ­
d i v i s i o n  r e q u e s t s  e x t e n d e d  a u t h o r i t y  or has a d i s pute w i t h  a n o t h e r  
u t i l i t y  w i t h  r e s p e c t  t o  the extent of e i t h e r  of the u t i l i t i e s  
a u t h o r i t y  t h e n  an u n r e a s o n a b l e  result may occur b e c a u s e  the u t i l i t v  
o w n e d  by the p o l i t i c a l  s u b d i v i s i o n  w o u l d  probably be u n d e r  the r a t e  
r e g u l a t i o n  o f  the A P U C  only u n t i l  the dispute or r e q u e s t  for e x t e n d ­
ed a u t h o r i t y  is r e s o l v e d  by the APUC. Such r e s o l u t i o n  c o u l d  t a k e  
p l a c e  in a s h o r t  p e r i o d  of time. The p r e sent fact s i t u a t i o n  a p p e a r s  
t o  p r e s e n t  a case w h i c h  could reach this u n r e a s o n a b l e  r e s u l t ,  i f  
the r a t e s  of the FMUS w e r e  to be r e g u l a t e d  by the A P U C  d u r i n g  t h e  
p e n d e n c y  of the d i s p u t e  b e t w e e n  FMUS and RCA-Alascorr. it appears 
t h a t  th o s e  r a t e s  w o u l d  be r e g u l a t e d  only for a short p e r i o d  of t i m e .  
O n c e  the d i s p u t e  was r e s o l v e d  the FMUS wo u l d  a g a i n  b e  i n  a p o s i t i o n  
of n o t  h a v i n g  its rates r e g u l a t e d  by the APUC unless t h e  A P U C  w e r e  
to grant c o m p e t i n g  a u t h o r i t y  to b o t h  FIIUS and R C A - A l a s c o m ,  or t h e  
FMUS e l e c t e d  to be regulated.

A d d i t i o n a l l y ,  t h e  c o m m o n  u s a g e  o f  the w o r d s  ,;i n  c o mpetition 
w i t h  a n y  e t h e r  u t i l i t y "  i n d i c a t e s  that the p o l i t i c a l  s u b d i v i s i o n  
o w n e d  u t i l i t y  m u s t  b e  f u r n i s h i n g  i d e n t i c a l  f a c i l i t i e s  o r  s e r v i c e  
as a n o t h e r  u t i l i t y  in the s a m e  a u t h o r i z e d  a r e a  b e f o r e  it can b e  
c o n s i d e r e d  in c o m p e t i t i o n  w i t h  t h a t  u t i l i t y .

J O H N  E . H A V E L O C K
AT'TOr.KEY GENERA

a
Q i

o y : 'ey<d  i K - , a ^
E. R i c h a r d  E d w a r d s  

A s s istant A t t orney G e n e r a l



Pelican Utility Company 
P.O. Box 5538 

Seattle, WA 98105.

M a r c h  19, 1980

Senator Brad Bradley, Chairman 
Senate Commerce Committee 
Pouch V Mail Stop 3100 
Juneau, AK 99811

Dear senator Bradley:

My name is Cavin Philbin and I am representing Pelican Utility Company (PELCO).

The following is written testimony reflecting PELCO's opinions and attitudes 
toward the Alaska Public Utilities Commission's past performance. This 
testimony is subsequent to testimony given in front of the Senate Sunset 
Legislative Review Board by Mr. Charles N. Drennan, an attorney from the law 
firm of Faulkner, Banfield, Doogan & Holmes and PELCO's representative. PELCO 
encourages the Sunset Legislation Committee to take into consideration this 
testimony to aid in the evaluation of the Alaska Public Utilities Commission 
(APUC).

PELCO is in support of Recommendation No. 5 of the August 1979 review. The 
company feels that by exempting utilities with gross revenues of $500,000 
or less (instead of $100,000), the commission would be allowed additional 
time and revenue to protect a larger percentage of the public interest by 
concentrating on larger utilities that serve the majority of Alaska's citizens.

PELCO feels it is disproportionate for a utility of its size to pay the same 
price for complying with APUC rate case requirements as larger utilities. The 
high cost of preparing a rate case is passed on to the customer in the form 
of higher rates which mean3 that a utility customer of a smaller utility has 
to bear the brunt of higher regulation costs than a customer of a larger 
utility company.

With the increase in the cost of fuel, utility companies will be forced to 
file rate cases more frequently to maintain a rate of return allowed by the 
Commission. APUC is p-esently offering assistance to utilities in the form 
of a fuel rate adjustment clause which allows utilities to increase rates 
proportionate to the increase in fuel. Despite the fuel rate adjustment 
clause, electric utilities still must file rate cases after the price of fuel 
increases by 30%. Progressively increasing fuel and regulation costs will 
continue to outweigh any benefits derived from regulation in its present form.
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It may well be that the Commission will require approval of an exempted 
utility's rate increase. If this is the case, PELCO recommends using a 
shortened, single page form for supplying a regulatory board with pertinent 
rate case information. Utility costs, past KWH production, the utility's 
customer base, râ e of return information and other necessary information 
could be listed "in house" on a form similar to a tax return. This would 
cost the utility less to compile and the regulatory board less to analyze.
The expense for complying with cost of service studies and rate case require­
ments should be relative to the gross revenue and customer base of the utility. 
If this is not possible, the regulatory agency should pay the cost of supply­
ing such burdensome information.

PELCO is not in favor of the statute now in effect by APUC stating that if 
25% of the customer base of a utility sign a petition protesting the utility's 
exemption from regulation, the utility is automatically regulated by APUC.

PELCO has a customer base of 64 people living in an area of approximately one 
square mile. This has always been a problem for PELCO. With Pelican Cold 
Storage Company (Pelican .Utility Company) as the major employer in such a small 
village, even a slightnmcrease is highly controversial. The present statute 
states that 16 protests are all that are required to cancel or defeat a PELCO 
exemption, but even with a single protest, the review of a rate case or special 
request can come to a standstill.

The management at PELCO invites customer input in determining the extent of 
company regulation, but feels the decision should lie with a State Regulatory 
Board and not a few citizens. For instance a percentage of customers could 
request a state commission to review a utility's performance but a state review 
board should be responsible for determining the utility's degree of regulation.

Attached to this testimony is a copy of a diary kept by Mr. J. G. Ferguson, 
President of PELCO, during our last approved electric rate case. As the diary 
illustrates, rate case proceedings began on April 20, 1975 and although the 
diary was not carried through to the time the final rates were approved on 
August 1, 1976, it can be seen that it is especially costly and time consuming 
for a utility of Pelican's size to comply with the myriad of information re­
quired by APUC, especially relative to the utility's customer base.

Since the 1976 electric rate case, PELCO has filed for a new water rate and a 
Petition for Exemption for a new Cable Television System.

PELCO initiated the water rate case in November of 1977 and was granted the 
rates on February 14 of 1980. In that 26 month period, having our attorney 
compile the necessary information cost the utility $50.00 an hour in legal
fees for a total cost of $3,424.00. A minimum of three hours a week was
needed in that period of time for Seattle administrative personnel to produce 
information for this particular case. This cost PELCO $2,000.00 a year, not 
to mention the time that was needed for the PELCO staff in Alaska to supply 
the Seattle office with additional support information. With a gross water 
utility sales revenue of y6,450.00 for FY 1978 and 1979, the cost to comply
with APUC information requirements for these years totaled roughly 60% of the
water utility's sales revenue.



for Cable Television
was $1,250.

In closing, PELCO encourages the Sunset Review Committee to do anything within 

its power to decrease Commission staff turnover. It hes been our experience 

in rate cases that each time an APUC staff member quits, the replacement invari­

ably requires information that has already been supplied. This is burdensome to 

the utility and adds to the inefficiency of APUC.

Respectful

Cavin W. Philbin 

Utility Administrator

CWP:lm

Attachment
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PELICAN UTILITY RATE CASE:

April 20, 1975 

June 25 
July 23 

August 13 

Sept. 4 

Sept. 8

Sept. 19

Sept. 25 

Sept. 26 
Oct. 1

oet. 2
Oct. 2

Oct. 7

Oct. 7 

Oct. 8

Oct. 9 
Oct. 10 

Oct. 29

Nov. 3

Nov. 4
Nov. 7

Nov. 17
Dec. 9

Dec. 12
Dec. 31

Dec. 31

Jan. f \C\lb

Jan. 23

Jan. 23
Feb. 3

Feb. 25

March 18

Requested Banfield to start on rate case 

Pelican answers phone request for information

it
ti

Banfield sent 33 page application for increased rates 

l5$/KWH effective Oct. 12, 1975 with Interim Rates 11.8C 

KWH effective Sept. 29, 1975

Received letter from Alaska Public Utilities Commission 
advising request received 

Advised Banfield depreciation methods used 

Rate Notice published in Southeast Alaska Empire Newspaper 
Letter to Banfield on case 

Received letter from Banfield on case 

Answered requests about fuel storage
Received letter from City of Pelican on case advising rate 

for street lights will go from $492.00 to $4,688.64 under 
new rates, requests relief

Received telex from Pelican, City going to file protest with 
Alaska Public Utilities Commission. I advised Banfield.

Received letter from Banfield showing rates from other remote 

communities in Alaska
Advised Banfield additional costing figures 
Received letter from Banfield on case

Advised Banfield of three protest letters sent to Public Utilit­
ies Commission

Received 3 letters from PUC on protest, we advised Banfield by 
letter

Advised Banfield requested usage information
Banfield sends Pelican letter on protests and advised PUC filed 

order Nov. 3 suspending operation of tariff revision and instit- 

i ting investigation. Suspension not to go later than May 1,
1976, Reasons: 1.) Petition containing 83 names from consumers 

in Pelican 2.) Commissions staff requested more financial sup­

portive information 
Pelican recieves copies of petition 

Pelican answers Banfields letter on usage and meters 

Pelican talks with Lowell Jensen PUC on tariff requirements 
Pelican advised summary to Banfield on consumption and production 
meters.

Pelican withdraws and cancels interim and permanent tariff re­
quest with PUC

Pelican/Banfield file revised rate increase with regular rate 

7.5C KWH, industrial 6$ KHW

Wrote City of Pelican on rate case - allow industrial for all 
their service

Received letter from Banfield on rates 

Arthur Andersen & Co. advised PUC on audit 

Met with Banfield In Seattle on case

I wrote PUC requesting relief and cooperation on rate case

continued /
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March 22

March 29 

April 28 
May 5 
May 11

May 15 

May 19 
May 24

August 1, 1976

Received letter from PUC advising that second rate request 

suspended - no later than August 26. Reasons: 1.) Request 

for additional information on fuel consumption, 2) Advised 
that public hearing needed 

Pelican wrote Banfield on case

Pelican copies PUC on Pelican Utility Annual Report 
Received letter from Banfield

P. S. Ganty called M. OaJcsmith, Assistant Director PUC 
requesting action

Received letter from PUC requesting additional information 
Banfield1s office answers PUC letter 
Pelican advised Banfield on usage study 
New rates become effective



B o x  10S 1
Petersburg, A k  99833 
13 Mar 198c

S e n a t o r  3 r a d l e y
Senate Commerce Committee
P o u c h  V
Juneau, AK 99811 

Pear S e nat or Bradley;

I w i s h  to comment on the a c tions or rather nrn- acticns of the 
A l a s k a  Public U t i l ities Commission.

C v e r  one m o n t h  ago I sent a l e tter to the Chairman of the C ommission 
ex p r e s s i n g  m y  concern o v e r  the way the c o m m i s s i o n  a l l owed Alascom 
to refun d the excess rate increases.

So far I have not even received an a c k n o w l e d g e m e n t  of receipt from 
the commission. O n  Capitol 80 I saw some of their replies to 
q u e s t i o n s  from the public and surely financial constraints cannot 
be so p r e s s i n g  that a l etter of reply is too costly.

The reason that I wrote to the c o m m i s s i o n  is that at least, two weeks 
of J a nu ary has ,vone past before I was in formed about the "Great 
c o n s u m e r  refund policy w h i c h  A l a s c o m  was allowed. L o w e r  phone lates 
in A l a s k a  d u r i n g  the m onths of January and February. If J h a d  not 
a c c i d e n t l y  b o u g h t  a p a p e r  I would not have k n o w n  about the refund 
at all. At the very least the c o m m i s s i o n  should have made A l a s c o m  
wait until it h ad Informed the public via our  usual monthly bills.
I felt that the very secretive way A l ascom  was a l l o w e d  to refund 
to its customers did not b e n e f i t  the p u bl ic at all. I thought one 
of the commi ssions duties was to safeguard the Interests of the public.

Slncjpuminly yours, 

Timothy Osborne



Official Business

Committee on Commerce rPouch V 
State Capitol 

Juneau, Alaska 99811
M arch 13, 1980

J d e g t s l a t u r e

Senate

T he H o n o r a b l e  C l e m  T i l l i o n  
P r e s i d e n t  of the Senate 
A l a s k a  State Legi sl a t u r e  
P o u c h  V
Juneau, A l a s k a  99811 

De a r  Mr. President:

Your Se nate C o m merce C o m m i t t e e  has had under c o n s i d e r a t i o n  
for "Sunset" r e v i e w  the A l a s k a  Public Utilities Commission, 
p u r s u a n t  to y o u r  referral und er AS 44.66.010 and A S  44.66.050.

In a c c o r d a n c e  w i t h  the statu tory requirements, a p u bl ic 
h e a r i n g  was held on the r e v i e w  of this commission. A n  addi ti o n a l  
hearing was held on M a r c h  13, 1980, as the C o m m i t t e e  C h a i r m a n  
had been n o t i f i e d  that ad dit i o n a l  wi tne s s e s  w ished to testify 
r e g a r d i n g  the A l a s k a  Public U t i l i t i e s  Commission.

G u i d e d  in part by the r eport p r e pa red by the L e g i s l a t i v e  A u d i t  
Division, the C o m m i t t e e  took into c o n siderat ion the factors 
r e q u i r e d  under A S  44.66.050(c).

Your C o m m e r c e  C o m m i t t e e  thereby makes the following 
f i n d i n g s :

The C o m m i t t e e  finds some m e r i t  in recommend ation number 
one w h i c h  r ecommend s that the A l a s k a  Public Utili ties Commission, 
the A l a s k a  T r a n s p o r t a t i o n  C o m m i s s i o n  and the Alaska Pipeline 
C o m m i s s i o n  should be c o m bin ed into a single regulatory 
commission. However, this will require considerab le further 
study. The C o m m i t t e e  finds it is not in the public's 
i n t erest to do so at this time.

In r e c o m m e n d a t i o n  number two, the Legislative  A u d i t  
D i v i s i o n  r ec ommends that AS 42.05 should be amended to allo w 
the A l a s k a  Public  Uti lities C o m m i s s i o n  to cease all c e r t i f i c a t i o n  
and r e g u l a t i o n  of cable television. The Committee does not 
concur. Cable systems in Alaska, part ic u l a r l y  in the remote 
areas, do not serve a mere e n t e r t a i n m e n t  function. Cable 
t e l e v i s i o n  in some areas of A l a s k a  is the only source of 
i n f o r m a t i o n  and entertainment. It is felt that regulation
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sh o u l d  c o n tinue in these areas. In u r b a n  areas, w h e r e  
a l t e r n a t i v e  forms of e n t e r t a i n m e n t  and inform a t i o n  are 
available, the C o m m i t t e e  agrees that c e r t i f i c a t i o n  and 
r e g u l a t i o n  m a y  not be necessary. R ece nt legi sl a t i o n  passed 
in the state of C a l i f o r n i a  provides a formula that the 
C o m m i t t e e  believes will, w i t h  modification, p r ovide for 
d e r e g u l a t i o n  of the ca ble systems in m a j o r  u r b a n  areas of 
A l a s k a  w h i l e  p r o v i d i n g  r e g u l a t o r y  p r o t e c t i o n  Cor A l a s k a ' s  
ru r a l  population.

R e c o m m e n d a t i o n  number three asks that AS 42.05 should 
be a m e n d e d  to a l l o w  the A l a s k a  P ublic Ut ilities C o m m i s s i o n  
to cease c e r t i f i c a t i o n  and r e g u l a t i o n  of those uti lities 
f u r n i s h i n g  c o l l e c t i o n  and d i s p o s a l  service of garbage, 
refuse, trash and o t h e r  w a s t e  materials. In b o t h  the 
L e g i s l a t i v e  A u d i t  R e p o r t  and the p ubli c hearing, the reaso n 
m o s t  often hea rd for this d e r e g u l a t i o n  was that "We don't 
have the staff to do this." A n  a s s e r t i o n  is m a d e  in the 
P e r f o r m a n c e  R e v i e w  that the r efuse  indu stry is not capital 
in t e n s i v e  and that c o m p e t i t i o n  in this industr y w o u l d  not be 
as d e t r i m e n t a l  to the p u b l i c ' s  interest as c o m p e t i t i o n  among 
m o r e  c a p it al intensive industries.

However, it has also b e e n  argued  to the C o m m i t t e e  that 
there should be some limited a c t ivity by the A l a s k a  Public 
U t i l i t i e s  C o m m i s s i o n  in this area. C o n t e n t i o n s  have been 
m a d e  in favor of the C o m m i s s i o n  h a v i n g  a p p e llat e a u t h orit y 
over local g o v e r n m e n t  units w h i c h  m a y  assume the regula t o r y  
function; and it has also b e e n  argued that the APUC be 
allowed to have jurisd i c t i o n  "by consent," w h e n  a m u n i c i p a l i t y  
and a u t i l i t y  have bot h a g r e e d  to that jurisdiction. While 
the C o m m i t t e e  tends to agree w i t h  the r e c o m m e n d a t i o n s  of the 
L e g i s l a t i v e  A u d i t o r  about d e r e g u l a t i o n  in this area it will 
co n si der these argume nts abo ut ver y limited jurisd i c t i o n  
d u r i n g  the p r e p a r a t i o n  of the C o m m i t t e e ' s  legislation.

Re c o m m e n d a t i o n  number four asks that AS 42.05 be amended 
to a l l o w  n o n p r o f i t  telephone and e l e ctric coop er a t i v e s  to 
p e t i t i o n  for v/ithdrawal from APUC economic  regulation. It 
further recome nds that the m e m b e r s h i p  of the cooperatives, 
by a vote of a m a j o r i t y  of the members, be given an o p portunity 
on a u t i l i t y  by u t i l i t y  basis to d e t e r m i n e  w h e t h e r  their 
c o o p e r a t i v e  should jremain u n d e r  APUC regulation. T h e  C o m m i t t e e  
finds several problem s in c o n s i d e r i n g  d e r e g u l a t i o n  of the
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cooperatives. One, as p o i n t e d  out by the P e r f o r m a n c e  Review, 
is the large n u m b e r  of consum er complaints r e c eived by the 
A P U C  a g a i n s t  cooperatives. The second, w h i c h  was b r o u g h t  
out in p u blic hearing, is that the annual mee ti n g s  of the 
c o o p e r a t i v e  a s soci ations have a less than r e p r e s e n t a t i v e  
nu m b e r  of m e m b e r s  present. B efore the C o m m ittee can consider  
d e r e g u l a t i o n  of the ut ilities by v o t e  of the membership, the 
C o m m i t t e e  w o u l d  have to be a s sured that the vote in fact 
r e p r e s e n t e d  a m a j o r i t y  of the actual m e m b e r s  as o p p o s e d  to a 
m a j o r i t y  of the m e m b e r s  p r e s e n t  at any given annual meeting, 
or that similar safegua rds are provided.

W i t h  this modific ation, the C o m m i t t e e ' s  l e gislation 
w i l l  r e f l e c t  this recommendation.

The C o m m i t t e e  in general concurs w i t h  re comm e n d a t i o n  
number five that asks that AS 42.05 be amended to e xe mpt 
from e c o n o m i c  regula t i o n  all u t i l i ties with annual gross 
reven u e s  not exceeding $100,000. W e  agree w i t h  the L e g i s l a t i v e  
A u d i t  D i v i s i o n  that the cost of r e g u l a t i o n  "on a p e r c e n t a g e  
basis" to a small u t i l i t y  m a y  o u t w e i g h  the p o t e n t i a l  benefits. 
However, w h e n  c o n s i d e r i n g  r e g u l a t i o n  of a u t i lity w e  m u s t  
look not only to the cost factor b u t  also to the factors of 
public sa fety that are involved. M a n y  of these small 
u t i l ities p r ovide v ital needs to communities, for instance, 
w a t e r  utilities. The C o m m i t t e e  w h i l e  i ncluding d e r e g u l a t i o n  
for these u t i l ities in its legislation, will a t tempt to 
include some triggering d evice that w o u l d  submit the u t i l i t y  
to r e g u l a t i o n  if serious c o n s i d e r a t i o n  of public h e a l t h  and 
safety should w a r r a n t  such action.

The C o m m i t t e e  concurs w i t h  r e c o m m e n d a t i o n  n umber  six 
that .he statutes and r egulations  g o v e r n i n g  the A l a s k a  
Public U t i l i t i e s  C o m m i s s i o n  should be revised, and w i l l  w o r k  
w i t h  the C o m m i s s i o n  to accomp l i s h  this.

The C o m m i t t e e  concurs w i t h  r e c o m m e n d a t i o n  n umber seven 
that salary levels for the p r o f e s s i o n a l  and t e c h nic al support 
staff should be upgraded. If salaries are not c o m p e t i t i v e  
wi t h  p r i vate industry in Alaska, w e  cannot expect q u a l i f i e d  
p e r s o n n e l  to work for the APUC on an e x t e n d e d  basis: The
C o m m i s s i o n  w i l l  on ly b ecome a training g round for industry.

The C o m m i t t e e  concurs w i t h  r e c o m m e n d a t i o n  n u m b e r  eight 
that the A P U C  should im plement a tire m a n a g e m e n t  system. We
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w e r e  i n f o r m e d  d u r i n g  the p u b l i c  h e a r i n g  that n ew concepts 
are b e i n g  i m p l e m e n t e d  by the E x e c u t i v e  D i r e c t o r  and the 
s i t u a t i o n  is i mproving. If this is a c c o m p l i s h e d  w i t h i n  a 
r e a s o n a b l e  l e n g t h  of time, n o  legis l a t i v e  a ction w i l l  be 
necessary.

R e c o m m e n d a t i o n s  n u m b e r  nine, ten, and e l e v e n  address 
"h o u sekeep ing" f u n c t i o n s  of the APUC. It is our understanding, 
as a r e s u l t  of t e s t i m o n y  b y  the A l a s k a  P ublic Utili t i e s  
Commis s i o n ,  that a c t i o n  is b e i n g  t aken on these recommendations. 
If this a c t i o n  p r o c e e d s  in a t i m e l y  manner, it is felt that 
no l e g i s l a t i v e  a c t i o n  w i l l  be n e c e s s a r y  in this area.

R e c o m m e n d a t i o n  n u m b e r  t welve  urges that the O f f i c e  of 
the G o v e r n o r  k e e p  the a p p o i n t m e n t  of the C h a i r m a n  of the 
A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  current. C omplain ts 
that the O f f i c e  of the G o v e r n o r  has b e e n  slow in m a k i n g  
a p p o i n t m e n t s  to b o a r d s  and c o m m i s s i o n s  have a p p e a r e d  often 
in the P e r f o r m a n c e  Reviews. It is h o p e d  that the Gov ern o r ' s  
O f f i c e  w i l l  m a k e  t i m e l y  a p p o i n t m e n t s  to b oards and commissions 
in the future.

C o r r e s p o n d i n g  l e g i s l a t i o n  w i l l  be intro d u c e d  soon to 
a c c o m p l i s h  the goals of this report.

R e s p e c t f u l l y  submitted,

S e n a t e  C o m m e r c e  C o m m ittee

B B :jss





INTRODUCTION

M A T A N U S K A  E L E C T R I C  A S S O C I A T I O N ,  I N C . :  
C O N S U M E R - O W N E D / C O N S U M E R - O R I E N T E D

Your electric coopera tive is co m m it ted  to  provide the  best elec tric  
service a t  the lowest possible cost.  We are always str iving to  assist an d  
educate  ou r  m em bership  in order  to  fulfill the true coopera tive spirit.

This ow ner’s m anua. is provided as a p a r t  o f  ou r  con tinu ing  e ffo r t  to  
enlighten interested consumers. I t  should answer m any  o f  yo ur  ques t io ns  
a n d  sewe as an inform ational guide to  y o u r  cooperative.

Please com ple te  the following in fo rm ation  and keep it  h a n d y  in case o f  
service in te rrup tions  or o th e r  consum er inquiries.

S E R V IC E  L O C A T IO N  (Pole Number) M E T E R  N U M B E R

A C C O U N T  N U M B E R

M E A  O F F I C E S  A N D  T E L E P H O N E  N U M B E R S

Pa lm er Headquarters 
Eag le R iver B ranch 
B;g Lake Branch

8 :0 0  a .m. - 5 :0 0  p .m . 
745-3231 
694-2161 
892-6021

After Hours
745-32 35
694-2161
745-3235

C o lle c t  Ca lls  w i l l  be accep ted  from  Ta lk ee tna



This manual is published by the Matanuska 
Electric Association, Inc., a rural Electric 
Cooperative owned by the members it serves. 
Information contained in this manual is 
judged to be correct at day of publication. 
M E A ’s policies and tariff, however, are 
subject to change, periodically superceding 
parts of this manual. These changes will be 
published in future revised editions or made 
available on an insert basis.

Part 17, “What to do if fuses blow or 
circuit breakers trip frequently” copyright 
1969 Sears Roebuck &  Company is printed 
herein by permission of Sears Roebuck &  
Company.

Edited at M E A  by Budd Goodyear 

Printed in Alaska

Matanuska Electric Association, Inc. P.O. Box 1148 Palmer, Alaska 99645 2
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W elcom e to  M E A . Y ou  are n o w  a p a rt o f  A la sk a ’s o ld est 
R E A  coopera tive, o rganized  in 1941. W hether y o u  are a 
“C h ee ch a k o ” or a “S o u rd o u g h ,” I  am  sure y o u ’ll be in terested  
in  a f e w  fa c ts  abou t  M E A .

O ur service area is large — 3 ,3 6 0  square m iles ( tw ice  the  
size  o f  th e  en tire  s ta te  o f  DelawareJ. G ro w th  has been a real 
fa c to r  a t M E A , as w e have exp er ien ced  the  fa s te s t  groivth-ra te  
in th e  s ta te  an d  have beeti o n e  o f  the  fa s te s t  grow ing  areas in 
th e  c o u n try  during  the  p a s t several years. We n o w  serve over 
1 3 ,0 0 0  consum ers in th e  M atanuska-Susitna  a n d  A nchorage  
boroughs.

T he  m aterial c o n ta in ed  in th is o w n e r ’s m anual will p rovide  
y o u  w ith  valuable a nd  in teresting  in fo rm a tio n  a b o u t y o u r  
electric  cooperative. I t  de fines  y o u r  rights a n d  responsibilities; 
answ ers questions; g ives y o u  in fo rm a tio n  an d  p h o n e  num bers, 
an d  w ill help  you  to  u n dersta nd  M E A .

O ne o f  th e  im p o rta n t processes w e have is the  annual 
m em b ersh ip  m eeting . There, d irectors are e lected , the  business 
o f  th e  past y ea r  discussed, a n d  a fu tu r e  o u tlo o k  given. I t  is an 
im p o r ta n t p a rt o f  y o u r  C o-op m em bersh ip  th a t y o u  a tte n d  a nd  
partic ipa te. N o tices  are p u b lish e d  three w eeks in advance o f  the  
m eeting  w hich  is in A p ril each year.

I h o p e  y o u  w ill take  a f e w  m in u te s  to  beco m e fam ilia r w ith  
th e  in fo rm a tio n  in this m anual. It w ill n o t o n ly  help  y o u  
u n d ersta n d  M E A ’s opera tion  a n d  service policies, b u t it w ill also 
m ake reporting  ou tages sim ple, and fin d in g  answ ers to  y o u r  
qu es tio n s  easier.

Again, w elcom e to  m em b ersh ip  in M E A . W elcom e to  the  
M E A  service area. L e t's  w ork  tog e th er fo r  the  fu tu r e  o f  A laska  
an d  its  heartland  -  Sou thcen tra l.

M alcolm  C heck  
G eneral M anager

m



Part 2 MEA IS

M E A  i s  a R u r a l  
E l e c t r i f i c a t i o n  A d m in is t ra t io n  
cooperative, a typ e  o f  business 
which b e l o n g s  to the people who 
use its services, its members. 
Matanuska Electric Association, 
Inc. is the oldest REA cooperative 
in Alaska. Since 1941. y o u ,  our 
m e m b e r s  have con tro l led  the 
business o f  providing rural power 
supplies. The annual election o f  
directors who represent you  and 
consider yo ur  wishes when setting 
policy by  which the cooperative 
business is co nduc ted ,  gives you  a 
voice in the operation  o f  your

electric uti l i ty .
MEA is a business w h ich  

c o n s u m e r s  opera te  to  o b ta m  
electric power, one which began 
when no  o ther  uti l i ty  en t i ty  w o u ld  
invest in rural society and  provide 
p o w e r .  When y o u  becom e a 
m em ber o f  MEA you  join  12 ,000 
consum cr-m cm bers w ho  have bu il t  
an associa tion providing power to  
3 ,36 0  square miles o f  south-centra l 
Alaska. F rom  Eagle River to  
Hurricane, south  to  north ,  and  
Sheep Mountain  to  Petersville, east 
to  west, MEA, y o u r  Co-op, is tru ly  
on the “ cu tt ing  edge o f  progress."

Part 3 R E A  IS *

R E A  is the Rural
E l e c t r i f i c a t i o n  A d m in is t ra t io n  
which was established by  President 
F r a n k l i n  D . R o o s e v e l t  b y  
executive order in 1935. REA and 
R u r a l  E l e c t r i c  C o o p e r a t i v e s
b r o u g h t  power to  the rural
residents across the co u n try  . In 
1935 only 10.9 per cent o f  farms

in the co un try  had  electric power.  
In 1969, 98 .4  per cent o f  all farms 
were energized with electricity . 
REA does no t subsidize rural 
electric co-ops, bu t it is a banker  
and regulator, m aking loans to  
co-ops and  insuring sound business 
practices arc followed.

Part 4 Y O U R  R O L E  A S  A  M E M B E R - O V V N E R

One o f  the m ore  im portan t 
facts ab ou t  RF.A cooperatives is 
th a t  they arc con tro l led  by the 
people they serve. MEA. as a 
m em ber-ow ned business, gives you  
t h e  u n i q u e  o p p o r t u n i t y  o f  
participating in bo th  the role o f  an 
ow ner and role o f  consum er.  The 
typical MEA consum cr-ow ner . . .

•Pays energy bills on time, 
• ( i i v c s  c a s e m e n t  fo r  

construction  and service o f  
electric facilities on  his 
properly  

• C o o p e r a t e s  w i t  It M I !  H l l l l  I IS.  H i  H i l l ' l l

5



right-of-way brush control 
programs

♦ Notifies Co-op o f  any  
system damages and  service 
in terruptions

♦Keeps informed by  reading 
Ruralite and energy related 
articles

♦ A t t e n d s  A s s o c i a t i o n

T h e  a n n u a l  n t e m  h e r  s h i p  m c c t i n n  is a n  

i m p o r t a n t  p a r t  o j  h e i n p  a  l\ h . A  c o - o p  nianhcr

c o m m u n i t y  and annual 
meetings

♦Offers s u g g e s t i o n s  for 
improved service 

♦Serves on special Co-op 
com m ittees

♦Observes the Co-op’s rules, 
regulations and  by-laws 

♦Cooperates during storm 
emergency situations 

♦ H e l p s  p r o v i d e  
t r a n s p o r t a t i o n  t o  
inaccessible areas 

♦Votes for directors to  guide 
the Association 

♦ N o tif ie s  Association o f  
electric pow er diversions 
and equipm ent misuse or 
theft

♦Participates in wise energy 
use  program s and uses 
energy wisely

Part 5 T A R I F F

MEA operates under a tariff 
approved by the Alaska Public 
Utilities Commission (APUC). This 
tariff covers rates as well as service 
rules and regulations. Copies of 
the current tari ff  may be inspected 
at MEA offices in Eagle River, 
P a l m e r  a n d  Mile 51, Parks 
Highway at the Big Lake Office.

The following arc some o f  
the im portant items in our tariff: 

MEA will provide electric 
service to custom er premises that 
arc utilized on a seasonal basis as 
provided  in the  applicable rate 
schedules.

M E A  m a y  r e q u i r e  the 
c u s t o m e r  to  sign a contract  
guaranteeing a certain minimum 
level o f  revenue for a specified 
period o f  time, prior to  new 
construction .

T h e  c u s to m e r  shall use 
electricity from the Association

(MEA) exclusively a t the premises 
designated hy his order and shall 
not generate o r  cause to  be 
generated any electricity which is 
o r  m a y  b e  c o n n e c t e d  t o  
Association service.

The Association (MEA) will 
read all meters m onth ly .  If, for 
any reason, reading cannot be 
obta ined for any particular period, 
the billing may he based 011 an 
estimated energy use and  dem and.

M E A  w i l l ,  at its ow n 
ex pen se ,  inspect and test its 
meters as required to insure a high 
standard o f  accuracy. Each m e te r  is 
tested before it is installed.

Additional tests at request of 
custom er will he made, and  if the 
m eter is found to  register within 2 
per cent (2%) o f  accuracy the 
custom er shall pay the test fee as 
de term ined  by Tariff  Rule 9 and 
the Schedule o f  Fees.



P a rt 6 MANAGEMENT’S ROLE

MEA’s Manager is en tru s ted  by 
its m em bers an d  directed by  the 
board to  provide electrical pow er at 
rhe lowest possible costs an d  to 
e n g a g e  in a c c e p t e d  business 
practices which will p roduce  the 
necessary pow er econom ically  and 
with fairness to  all members. As the 
Tar if f provides, MEA is responsible 
for and may:

*Make service charges as 
outlined in the schedule o f  
fees.

• A s s e s s  a fo u r  (S4 .00)
h a n d l i n g  c h a r g e  f o r
d ishonored checks 

♦Refuse to  connec t and  will 
d i s c o n n e c t  s e r v ic e  for 
violation o f  service policies. 

♦Temporarily suspend service 
to  m a k e  r e p a i r s  a n d
improve the system.

♦Provide cons truc t ion  service 
t o  a c o n s u m e r -m e m b c r  
meeting cost specifications 
as agreed upon .  Th is  is a 
tem porary service limited 
to 9 0  days.

♦Provide underg round service 
for prim ary  voltage w hen 
consum er pays difference 
b e t w e e n  o v e r h e a d  an d  
u n d e r g r o u n d  installation 
costs.

♦Provide underg round  service 
for secondary service 01 
voltages for a m in im um  
charge when consum er digs 
his own trench , and fills it, 
according to specifications, 
after  MEA installs cable.

♦Provide line ex tension for a 
minim um  m onth ly  charge 
based on the es t im ated  cost 
o f  cons truc t ion  o f  a line.

♦ Review l i n e  e x te n s io n  
c o n tra c t s  on  an annual 
basis (calendar year) to  
de term ine  s ta tus  o f  gross 
r e v e n u e  from extension  
contracts .

♦ T e r m i n a t e  e x t e n s i o n  
c o n t r a c t s  w h e n  g r o s s  
revenue derived from  the 
ex tension  exceeds required 
re tu rn  011 the investm ent in 
construc t ion  costs.

M E A  IDEALSPart 7

We believe t h a t :

it is the light o f  persons to 
piovidc for themselves a vitally 
needed service, in the form o f  an 
Electric Co-op;

t h e  A s s o c i a t i o n  e x i s t s  
p r i m a r i l y  t o  s e r v e  i t s  
consumer-owners;

the Association exists for the

m u t u a l  b e n e f i t  o f  i t s  
m e  111 b e  r - o  w n e  r s ,  d i r e c t o r s  
em ployees  and the public;

the Association must provide 
the highest quality electric service 
at a cost consistent with so u n d  
business practices;

t h e  opportun i t ie s  in the  
enterprise carry with them  b o th  
e c o n o m i c  and social



responsibilities;
the ability o f  the Association 

to  continue providing this essential 
seivice depends up on  its attrac ting  
and retaining capable em ployees;

the natural resources o f  this 
co un try  should be developed to 
provide an abundance  o f  power 
consis ten t w ith  o th e r  resource 
developm ent needs;

the econom ic  fu ture  o f  the

State  o f  Alaska depends upon its 
having an abundance o f  electric 
pow er available to  persons who can 
use it;

t h e  A s s o c i a t i o n  m u s t  
e x e m p l i f y  l e a d e r s h ip  in the 
co m m u n ity  by doing all things 
essential to  good m anagem ent;

attaining these ideals will 
require ou r  constan t and untiring 
efforts.

“ I warned E lrod  I was go ing to get him to an annual meeting— one 
way or another.”
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P a rt 8 MEA OBJECTIVES s e

T O  O P E R A T E  t h e  
A s s o c i a t i o n  as  a no n -p ro f i t  
enterprise on a co n tinu ing  and 
progressive basis;

TO ASSU RE the availability 
o f  a constan tly  high quality o f  
central sta tion service to  members;

T O  K E E P  t h e  
member-owners fully in form ed  on 
the affairs, problems, and  m ethods  
o f  the Association;

T O  D E V E L O P  a m o n g  
m e m b e r s ,  th ro u g h  democratic  
p r o c e s s e s  o f  pa rtic ipa tion , a 
recognition o f  member-ownership  
an d  accountability ;

T O  E N H A N C E  t h e  
Association’s repu ta tion  for fair 
dealings,  p ro m p t and  efficient 
service, dependability ,  integrity , 
courtesy,  productive ability, and 
technical com petence ;

TO ST R IV E co nstan tly  for 
ever higher standards o f  service 
th rough progressive m anagem ent;

T O  S T I M U L A T E  a n d  
s u p p o r t  r u r a l  d e v e l o p m e n t  
programs, especially those  which 
will increase and stabilize the 
eco nom ic  level o f  the Association’s 
service area;

TO DEVELOP, opera te  and 
m ain ta in  the system at op t im u m  
pe rfo rm ance ;

TO PR O V ID E the means 
whereby the m cm bcr-consum ers 
: a n  b u i l d  and maintain  the 
A ssocia tion  by con tr ib u t ing  a 
-casonablc am oun t  o f  essential 
capital;

TO RECOG NIZE that ou r  
p e a te s t  assets arc our  hum an 
exsets;

TO OBTAIN acceptance o f  
th e  ideals which em phasize the 
obligations involved iit do ing a job  
■well;

T O  REW A R D , encourage 
progress, inform , train, develop 
and properly assign ail em ployees;

T O  D E V E L O P  
u n d e rs tan d in g ,  acceptance, a n d  
s u p p o r t  o f  the  Association 's  
objectives, plans and program s, 
and

TO PROVIDE leadership a n d  
t o  c o o p e r a t e  w i t h  o t h e r  
com m u nity  and  civic groups.

An I  m il IIIi* i l l.I ' Hnni: in ill, n,'u 
Ml: I o  ih ih a i li 'J  iii In Until): tin 
litcslvli• i 'l  ii\ in, nihr/y


