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d r a f t e d  a t  t h i s  t i m e .  T h e r e  i s  no  i n d i c a t i o n  t h a t  t h e  
n a t i o n w i d e  O z a r k  f o r m u l a  w i l l  b e  m o d i f i e d  f o r  a p p l i c a t i o n  t o  
A l a s k a .

The  1 9 7 1  S e p a r a t i o n s  M anua l  ( O z a r k )  h a s ,  t h u s ,  
d i c t a t e d  t h e  t e l e p h o n e  c o s t  s e p a r a t i o n s  m e t h o d o l o g y  f o r  t h e  
S t a t e  o f  A l a s k a  s i n c e  m i d - 1 9 7 5 .

S i n c e  t h e  a d o p t i o n  o f  O z a r k ,  t h e  a l l o c a t i o n  p r o c e s s  
h a s  d e v e l o p e d  m i n o r  c o n f r o n t a t i o n s  b u t  h a s  f o r  t h e  m o s t  p a r t  
s e r v e d  t h e  t e l e p h o n e  i n d u s t r y  and r e g u l a t o r s  w e l l .  ATT, 
A l a s c om  and t h e  o t h e r  l a r g e  i n d e p e n d e n t  t e l e p h o n e  c om p a n i e s  
i n  p r o v i d i n g  s e r v i c e s  s u c h  a s  MTS and  WATS10 h a v e  b e e n  a b l e  
t o  a p p l y  t h e  m anu a l  i n  d e s i g n a t i n g  t h a t  p o r t i o n  o f  l o c a l  
e x c h a n g e  s e r v i c e  e x p e n s e s  t o  b e  b o r n e  b y  MTS and  WATS s e r v i c e s

U n t i l  r e c e n t  y e a r s  t o l l  s e r v i c e  h a s  b e e n  p r o v i d e d  
s o l e l y  by  t h e  t e l e p h o n e  common c a r r i e r s .  The E x e c u n e t 11  
d e c i s i o n  h a s  c r e a t e d  a new e n t i t y  i n  t h e  f i e l d  known a s  t h e  
O t h e r  Common C a r r i e r  (O C C ) .  T h e s e  a r e  b a s i c a l l y  t e l e c o m m u n i ­
c a t i o n s  e n t i t i e s  c r e a t e d  t o  p r o v i d e  a f o rm  o f  s u b s t i t u t i o n  
t o  t h e  t r a d i t i o n a l  t o l l  n e t w o r k .  The S e p a r a t i o n s  M a n u a l ,  s o  
e x h a u s t i v e l y  d e v e l o p e d  s i n c e  t h e  S m i t h  d e c i s i o n ,  h a s  no  
p r o v i s i o n  t o  c o m p e n s a t e  l o c a l  e x c h a n g e  c o m p a n i e s  f o r  t h e  u s e  
o f  t h e i r  e x c h a n g e  f a c i l i t i e s  b y  t h e  OCC's i n  t h e  o r i g i n a t i o n  
and  t e r m i n a t i o n  o f  t h e  OCC t o l l  s u b s t i t u t i o n  t r a f f i c  —  t h e  
E x e c u n e t  d e c i s i o n  m an d a t e s  t h a t  i n t e r c o n n e c t i o n  be  made b u t

WATS (W id e  A r e a  T e l e p h o n e  S e r v i c e )  -  A s p e c i a l  d i r e c t  
d i s t a n c e  d i a l i n g  s e r v i c e  w h ic h  a l l o w s  a s u b s c r i b e r  t o  make 
i n t e r s t a t e  c a l l s  a t  f i x e d  v o l u m e  r a t e s .
11 MCI T e l e c o m m u n i c a t i o n s  C o r p .  v .  FCC, 5 6 1  F . 2 d  3 6 5  ( D . C .  
C i r .  1 9 7 7 ) ,  c e r t , d e n i e d , 4 3 4  U . S .  1 0 4 0  ( 1 9 7 8 ) ;  MCI 
T e l e c o m m u n i c a t i o n s  C o r p .  v .  FCC , 5 8 0  F . 2 d  5 9 0  ( D . C .  C i r . ) ,  
c e r t ,  d e n i e d ,  4 3 9  U . S .  9 8 0  ( 1 9 7 8 ) .
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i t  i s  a l s o  c l e a r  t h a t  s u c h  i n t e r c o n n e c t i o n  d e p r i v e s  t h e
c o n n e c t i n g  e x c h a n g e  company  o f  t o l l  r e v e n u e s  and  a l l o w s  t h e
u s e  o f  t h e  e x c h a n g e  f a c i l i t i e s  w i t h o u t  p r o p e r  c o m p e n s a t i o n .

I n  A p r i l ,  1 9 7 9 ,  a t  t h e  p r o m p t i n g  o f  t h e  FCC, ATT
and  o t h e r  t e l e p h o n e  c o m p a n i e s ,  t o g e t h e r  w i t h  t h e  m a j o r  OCC 's ,
e s t a b l i s h e d  a t e m p o r a r y  p l a n  t o  c om p en s a t e  l o c a l  e x c h a n g e
c om p a n i e s  f o r  t h e  u s e  o f  t h e i r  f a c i l i t i e s .  The a g r e e m e n t
was a c c o m p l i s h e d  u n d e r  t h e  a u s p i c e s  o f  t h e  FCC and  ha s
become known a s  ENFIA (E x c h a n g e  N e tw o r k  F a c i l i t i e s  A g r e e m e n t ) .
The FCC h a s  t e rm e d  t h e  a g r e e m e n t  a f o rm  o f  " r o u g h  j u s t i c e "
i n  t h a t  i t  h a s  me t  t h o  i r . j n e d i a t e  n e e d  f o r  a f o r m u l a  f o r
c o m p e n s a t i o n .  I t  m u s t  be  n o t e d ,  h o w e v e r ,  t h a t  t h e  ENFIA
f o r m u l a  i s  a p p l i c a b l e  o n l y  t o  t h e  OCC i n t e r c o n n e c t i o n  p r o b l e m .

W i t h  t h e  a d v e n t  o f  c o m p e t i t i o n  and t h e  m and a te  o f
E x e c u n e t ,  t e l e p h o n e  e x c h a n g e  c om p a n i e s  became mo re  a c u t e l y
aw a r e  o f  t o l l  r e v e n u e  d i v e r s i o n  and q u i c k l y  i d e n t i f i e d  FX 

1 2and  CCSA' a s  s u s p e c t .  FX and CCSA a r e  p r i v a t e  l i n e  s e r v i c e s  
t h a t  h a v e  b e en  t r e a t e d  d i f f e r e n t l y  f r o m  o t h e r  s e r v i c e  o f f e r i n g s .  
The c o s t s  a s s o c i a t e d  w i t h  t h e s e  p r i v a t e  l i n e  s e r v i c e s  a r e  
a s s i g n e d  w h o l l y  t o  t h e  i n t e r s t a t e  r e v e n u e  r e q u i r e m e n t .  The

1 2  • . . . .FX s e r v i c e  p r o v i d e s  a s u b s c r i b e r  w i t h  a p r i v a t e  l i n e
c o n n e c t i n g  h i s  p h en e  w i t h  a t e l e p h o n e  e x c h a n g e  n o t  l o c a t e d  
i n  h i s  a r e a .  E x a m p l e :  A FX s u b s c r i b e r  i n  A n c h o r a g e  i s
c o n n e c t e d  by  p r i v a t e  l i n e  t o  t h e  J u n e a u  e x c h a n g e .  The 
s u b s c r i b e r  w o u ld  r e c e i v e  tw o  b i l l s ,  o n e  f o r  h i s  p r i v a t e  l i n e  
and t h e  o t h e r  f o r  t h e  c h a r g e  a s s e s s e d  f o r  l o c a l  e x c h a n g e  
s e r v i c e  i n  J u n e a u .  CCSA (Common C o n t r o l  S w i t c h i n g  A r r a n g e ­
m en t )  i s  a p r i v a t e  l i n e  s y s t e m  t h a t  l i n k s  t h e  v a r i o u s  o f f i c e s  
o f  a company t o  e a c h  o t h e r  t h r o u g h  s w i t c h e s  on  t h e  s u b s c r i b e r s  
p r e m i s e s .  T h e s e  p r i v a t e  l i n e  c i r c u i t s  a r e  f o r  t h e  e x c l u s i v e  
u s e  o f  t h e  CCSA s u b s c r i b e r .

U - 8 0 - 4 2 (3 )
P a g e  10

\



■

1

'

3
4!
5
6

7
8 i

■|
1 0  :

1 1

1 2

13
1 4

15
16
17
18
19
2 0

2 1

2 2

23
2 4

25
26
27
28
29
30
31
32

• c o s t s ,  h o w e v e r ,  a s s o c i a t e d  w i t h  t h e  l o c a l  e x c h a n g e  a c c e s s e d  
b y  s u c h  s e r v i c e s  a r e  a s s i g n e d  w h o l l y  t o  t h e  i n t r a s t a t e  
r e v e n u e  r e q u i r e m e n t .  The  FCC i n  r e g a r d s  t o  FX and CCSA h a s  
s t a t e d :

. . .  i t  a p p e a r s  t h a t  t h e  S e p a r a t i o n s  
M anu a l  m i g h t  r e q u i r e  e i t h e r  c h an g e  o r  
i n t e r p r e t a t i o n  t o  e f f e c t u a t e  a n y  s u c h  
[ s e p a r a t i o n s  c h a n g e  f o r  F X /C C S A ] . S i n c e  
t h e  M anu a l  i s  p a r t  o f  o u r  r u l e s ,  
some f o rm  o f  r u l e m a k i n g  o r  i n t e r p r e t i v e  
p r o c e e d i n g  w o u ld  a p p e a r  n e c e s s a r y . We 
i n t e n d  t o  s t u d y  t h e  e x i s t i n g  c o m p e n s a t i o n  
m ech an i sm  f o r  l o c a l  t e l e p h o n e  c om p a n i e s  
whose  f a c i l i t i e s  a r e  u s e d  i n  c o n n e c t i o n  
w i t h  t h e  ' o t h e r  s e r v i c e s '  d i s c u s s e d  i n  
t h e  a g r e e m e n t  [ i n c l u d i n g  FX /C C SA ] . . .  i n  
t h e  f u t u r e  we w i l l  be a b l e  t o  d e t e rm i n e  
w h e t h e r  [ t h e  ENFIA a p p r o a c h  s h o u l d  be  
a p p l i e d ] ,  and  u n d e r  w h a t  p r o c e d u r e s ,  an y  
c h a n g e s  s h o u l d  be  made .  (E m ph a s i s  
a d d e d . )

1 4The FCC h a s  v e n t u r e d  f o r t h  w i t h  a t e n t a t i v e  p l a n
b u t  no  f i r m  t im e  f r a m e  f o r  i m p l e m e n t a t i o n  h a s  b e e n  p r o p o s e d .
The p l a n  was s um m a r i z e d  a s  f o l l o w s :

B a s i c a l l y ,  t h e  p l a n  p r e s c r i b e s  a c c e s s  
c h a r g e s  f o r  f o u r  c a t e g o r i e s  o f  i n t e r s t a t e  
s e r v i c e  (MTS/WATS, FX/CCSA a c c e s s ,  
p r i v a t e  l i n e  and  OCC-ENFIA )  t h a t  w i l l  
d e t e r m i n e  t h e  am oun ts  i n t e r c h a n g e  c a r r i e r s  
w i l l  p a y  f o r  t h e  u s e  o f  e x c h a n g e  p l a n t  
t o  o r i g i n a t e  and  t e r m i n a t e  i n t e r s t a t e  
t r a f f i c .
The FCC f u r t h e r  s t a t e d  t h a t  t h e  p r e s e n t  

s e p a r a t i o n s  p r o c e d u r e s  w o u ld  b e  u s e d  on  an  i n t e r i m  b a s i s .

13 MCI T e l e c o m m u n i c a t i o n s  v .  FCC, s u p r a , a s  c i t e d  on  p .  6 o f  
B r i e f  f o r  R e s p o n d e n t s  New Y o r k  T e l .  Co .  v .  F . C . C . ,  6 3 1  
F . 2 d  1 0 5 9  ( 1 9 ° 0 ) .
1 4 MTS and  WATS M a r k e t  S t r u c t u r e ,  S e c ond  S u p p l e m e n t a l  
N o t i c e  o f  I n q u i r y  and  P r o p o s e d  R u l e m a k i n g ,  FCC 8 0 - 1 9 8  
( A p r i l  1 6 ,  1 9 8 0 ) .
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ATU
ATU p r e - f i l e d  t e s t i m o n y  and  p r e s e n t e d  t h e  f o l l o w i n g  w i t n e s s e s :

A. J .  M o r e l a n d  ( T - l )  -  ATU, M anage r  o f  E n g i n e e r i n g
and C o n s t r u c t i o n

Ms. Nancy  H e l l e r  ( T - 2 )  -  E r n s t  and  W h in ney
M. D .  C a m p b e l l  ( T - 3 )  -  E r n s t  and  Whi 'ey
A. C . P i s t o r i u s  ( T - 4 )  -  ATU, G e n e r a l  M anage r
Wj <n e s s  M o r e l a n d  s e t  f o r t h  t h e  r a n g e  o f  s e r v i c e s

t h a t  w o u ld  f a l l  u n d e r  t h e  E S IS  t a r i f f  and t h e  r e a s o n  f o r  t h e
f i l i n g  a t  t h i s  t im e .

W i t n e s s  H e l l e r  p r e s e n t e d  t h e  g e n e r a l  a p p r o a c h  u s e d
i n  d e v e l o p i n g  t h e  E S I S  r a t e s  and  t h e  b a s i c  a s s u m p t i o n s  t h a t
w e r e  made i n  t h e  r a t e  d e v e l o p m e n t .

W i t n e s s  C a m p b e l l  e x p l a i n e d  t h e  1 9 7 7  C o s t  S e p a r a t i o n s
S t u d y  and  i t s  u s e  i n  d e v e l o p i n g  t h e  E S IS  r a t e s  and  t h e
m o d i f i c a t i o n s  t o  t h e  s t u d y  t h a t  w e re  n e c e s s a r y  i n  o r d e r  t o
d e v e l o p  t h e  E S I S  r a t e .

W i t n e s s  P i s t o r i u s  c o v e r e d  t h e  f a c t o r s  t h a t  c a u s e d
t h e  u t i l i t y  t o  d e v e l o p  t h e  E S IS  t a r i f f  and  f u r t h e r  e x p l a i n e d
t h e  r e c o v e r y  o f  c o s t s  a s s o c i a t e d  w i t h  p r o v i d i n g  a c c e s s  f r o m
i n t e r e x c h a n g e  s e r v i c e s  t h a t  u s e  t h e  e x c h a n g e  f a c i l i t i e s  o f
ATU.

The c a s e  i n  c h i e f  o f  t h e  u t i l i t y  a r g u e s  t h a t  
h i s t o r i c a l l y  c e r t a i n  s e r v i c e s  t h a t  h a v e  g a i n e d  a c c e s s  t o  
ATU 's  l o c a l  e x c h a n g e  f a c i l i t i e s  h a v e  c a u s e d  c o s t s  t o  be  
i n c u r r e d  and t h a t  t h e s e  c o s t s  h a v e  n o t  b e e n  r e c o v e r e d  t h r o u g h  
t h e  c o s t  s e p a r a t i o n s  p r o c e d u r e s  a p p l i e d  t o  MTS/WATS s e r v i c e s .  
A d d i t i o n a l l y ,  b y  t h e  n a t u r e  o f  t h e  a c c e s s  a r r a n g e m e n t s ,  s u c h  
t o l l  r e v e n u e s  h a v e  b e e n  d i v e r t e d .  The  u t i l i t y  s t a t e d  t h a t

X X • X ' .x>>.\ x V. V, \ \ X ,x\ "x XXX \ x — ' x x \  v\ v-cx i m \  v. v.vrx\

n i f i c a n t  i n  t h e  p a s t ,  b u t  i n  r e c e n t  y e a r s  t h e y  h a v e  c r e a t e d
t .. > ; ' V.-’f
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a mo re  s i g n i f i c a n t  c o s t  t o  t h e  u t i l i t y  w h i c h  h a s  b e e n  
abt>ui.beu t h r o u g h  a t u  ! s g e n e r a l  r e v e n u e  r e q u i r e m e n t .  W i t h  
t h e  a d v e n t  o f  OCC o p e r a t i o n s ,  s u c h  a s  S o u t h e r n  P a c i f i c  
C o m m u n i c a t i o n s  Company and  i t s  r e q u e s t  b e f o r e  t h e  FCC t o  
p r o v i d e  s e r v i c e  t o  A l a s k a ,  ATU was p r o m p t e d  t o  r e e v a l u a t e  
i t s  t a r i f f s  and  d e f i n e  t h e  c o s t s  a s s o c i a t e d  w i t h  a c c e s s  b y  
i n t e r e x c h a n g e  s e r v i c e s .

The u t i l i t y  c o s t i n g  a p p r o a c h  i s  t o  a p p l y  t h e  
m e t h o d o l o g y  a c c e p t e d  b y  t h i s  C om m i s s i o n  and t h e  FCC a s  s e t  
f o r t h  i n  t h e  S e p a r a t i o n s  M anua l  o f  1 9 7 1 ,  m ak in g  c e r t a i n  
a s s u m p t i o n s  i n  t h e  a p p l i c a t i o n  o f  t h a t  m e t h o d o l o g y .  The 
u t i l i t y  u s e d  i t s  l a s t  A l a s c om  a c c e p t e d  s e p a r a t i o n s  
s t u d y  o f  1 9 7 7  and i t s  p r i v a t e  l i n e  i n v e n t o r y  o f  1 9 7 8  i n  
d e v e l o p i n g  t h e  b a s i s  o f  i t s  s t u d y  ( T - 2 ,  p .  3 ) .  The  o r i g i n a l  
E S IS  t a r i f f  f i l i n g  p r o v i d e d  a s i n g l e  m o n t h l y  r a t e  o f  $ 1 6 0  
f o r  a l l  a c c e s s  a r r a n g e m e n t s .  Upon f u r t h e r  c o n s i d e r a t i o n  by  
th e  u t i l i t y ,  i t  became a p p a r e n t  t h a t  s u c h  s e r v i c e s  s h o u l d  be  
c o s t e d  on a u s a g e  b a s i s ;  i . e . ,  t h o s e  who u s e  t h e  l o c a l  
e x c h a n g e  f a c i l i t y  m o re  s h o u l d  p a y  a h i g h e r  r a t e .  Due t o  an 
i n a b i l i t y  t o  o b t a i n  E S IS  u s a g e  d a t a ,  t h e  u t i l i t y  h ad  t o  make 
c e r t a i n  a s s u m p t i o n s .  I n  t h e  c a s e  o f  t h e  O CC ' s ,  t h e  u t i l i t y  
u s e d  t h e  f i g u r e  o f  3 , 0 0 0  m i n u t e s  o f  u s e  s u p p l i e d  b y  t h e  
OCC 's  and a c c e p t e d  d u r i n g  ENFIA n e g o t i a t i o n s  b y  ATT, t h e  
OCC 's  and t h e  FCC. F o r  t h e  o t h e r  E S IS  o f f e i i n g s ,  ATU u s e d  
t h e  f i g u r e  o f  1 . 0 9 6  m i n u t e s  o f  u s e .  T h i s  i s  t h e  a v e r a g e  
u s a g e  p e r  m a in  s t a t i o n  i n  t h e  A n c h o r a g e  a r e a ,  t h e  u t i l i t y  
b e l i e v e s  t h i s  i s  a v a l i d  and  r e p r e s e n t a t i v e  u s a g e  am ou n t .
U s i n g  t h e s e  a s s u m p t i o n s  t h e  u t i l i t y  a p p l i e d  t h e  d a t a  t o  t h e  
number  o f  c h a n n e l s  g a t h e r e d  f r o m  i t s  i n v e n t o r y  and  e s t a b l i s h e d  
an a ssumed  u s a g e  f o r  t h e  E S I S  s e r v i c e  ( T - 2 ,  p .  3 ) .
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The u t i l i t y  d e v e l o p e d  two  r e v e n u e  r e q u i r e m e n t s  i n  
t h e  r a t e  d e v e l o p m e n t  p r o c e s s  f o r  E S I S .  The f i r s t  r e v e n u e  
r e q u i r e m e n t  i s  f o r  a l l  E S IS  s e r v i c e s  and t h e  s e c o n d  i s  a 
r e v e n u e  f o r  a l l  MTS/WATS e q u i v a l e n t  s e r v i c e s  (O C C ) .  The OCC 
r e v e n u e  r e q u i r e m e n t  was t h e n  s u b t r a c t e d  f r o m  t h e  t o t a l  E S I S  
r e v e n u e  r e q u i r e m e n t ,  r e s u l t i n g  i n  a r e s i d u a l  r e v e n u e  r e q u i r e ­
men t  t h a t  i s  s p r e a d  t o  t h e  o t h e r  E S I S  o f f e r i n g s ;  i . e . ,  FX,
OPX and  TL ( E x h i b i t s  NH -2 ,  3 ,  4 ) .

F u r t h e r ,  i n  d e v e l o p i n g  t h e  E S IS  r a t e s  t h e  u t i l i t y  
t r e a t e d  E S I S ,  b e c a u s e  o f  c o m p a r a b i l i t y ,  i n  a m ann e r  s i m i l a r  
t o  t h e  c o s t i n g  m e t h o d o l o g y  u s e d  f o r  i n t e r e x c h a n g e  s e r v i c e s  
( T - 3 ,  p .  4 ) .  The p r i m a r y  f a c t o r s  u s e d  i n  t h e  a l l o c a t i o n  
p r o c e s s  a r e :  S u b s c r i b e r  l i n e  u s a g e  ( S L U ) ;  w e i g h t e d  d i a l  
e q u i p m e n t  m i n u t e s  (w e i g h t e d  DEM) ;  s u b s c r i b e r  p l a n t  f a c t o r  
( S P F ) ;  and  t r a f f i c  u n i t  a p p o r t i o n r a e n t  ( T U A ) .  ( E x h i b i t  M C - 3 ) 
C e r t a i n  m o d i f i c a t i o n s  w e r e  made t o  t h e  f a c t o r s  a f t e r  d i s ­
c u s s i o n  w i t h  t h e  S t a f f  c o n s u l t a n t s .

I n  d e v e l o p i n g  t h e  E S IS  r a t e s ,  t h e  u t i l i t y  u s e d  t h e  
ATU c o s t  s t u d y  f o r  1 9 7 7 .  W i t n e s s  C a m p b e l l  s t a t e d  t h a t  t h e  
E S IS  r a t e s  s h o u l d  n o t  be  a d j u s t e d  a s  m o re  c u r r e n t  c o s t  
s t u d i e s  become a v a i l a b l e  b u t  s h o u l d  be  t r e a t e d  t h e  same a s  
o t h e r  t a r i f f  o f f e r i n g s  and  r e v i e w e d  a t  t h e  t im e  ATU f i l e s  a 
g e n e r a l  r a t e  i n c r e a s e  r e q u e s t  o r  when o t h e r  c o n d i t i o n s  
r e l a t i v e  t o  t h e s e  s e r v i c e s  c h a n g e  ( T - 3 ,  p .  6 ) .

STAFF
The S t a f f  p r e - f i l e d  t e s t i m o n y  and  n r e s e n t e d  t h e  

f o l l o w i n g  w i t n e s s e s :
W i l l i a m  J .  W a r i n n e r  ( T - 5 ) - T r o u p e ,  K e h o e ,  W h i t e a k e r  &
K e n t
C l i n t  F r e d e r i c k  ( T - 6 ) - T r o u p e ,  K e h o e ,  W h i t e a k e r  & K e n t
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W i t n e s s  W a r r i n e r  r e v i e w e d  t h e  c o s t  d e v e l o p m e n t
m e t h o d o l o g y  p r o v i d e d  b y  t h e  u t i l i t y  i n  s u p p o r t  o f 4-U ~ r r  t c* U U  JL *J

f i l i n g .  W i t n e s s  F r e d e r i c k  p r e s e n t e d  r a t e s  w h i c h  he b e l i e v e d  
t h e  C om m is s i o n  s h o u l d  u s e  i n  g r a n t i n g  a p p r o v a l  o f  t h e  E S IS  
f i l i n g .  He a l s o  p r e s e n t e d  c e r t a i n  p o l i c y  q u e s t i o n s  w h ic h  he 
b e l i e v e d  t h e  C om m i s s i o n  s h o u l d  a d d r e s s .  He f u r t h e r  recommended  
t h a t  t h e  E S I S  r a t e s  be  on  an  i n c e p t i o n  b a s i s  and  s u g g e s t e d  
t h a t  t h e y  a l s o  b e  i n t e r i m .  *

The S t a f f  p o s i t i o n  and  a n a l y s i s  i s  s u p p o r t i v e  o f  
t h e  E S I S  d e v e l o p m e n t  c o n c e p t  b u t  d i f f e r s  w i t h  t h e  u t i l i t y  a s  
t o  t h e  b a s i s  f o r  t h e  r a t e s .  The S t a f f  recommends  t h a t  t h e  
E S IS  r a t e s  be  s e p a r a t e d  i n t o  i n t r a s t a t e  and  i n t e r s t a t e  
j u r i s d i c t i o n a l  r a t e s .  T h i s  a p p r o a c h  c a l l s  f o r  t h e  a l l o c a t i o n  
o f  a c c e s s  c h a r g e s  u s i n g  a 1 . 8 4  i n t e r s t a t e  and 1 . 1 3  i n t r a s t a t e  
c o m p o s i t e  s t a t i o n  r a t e  (C SR )  r a t i o s  a s  a p a r t  o f  t h e  s u b s c r i b e r  
p l a n t  f a c t o r  ( S P F ) .  T h i s  a p p r o a c h ,  a c c o r d i n g  t o  t h e  S t a f f ,  
w i l l  r e f l e c t  t h e  r e l a t i v e  d i s t r i b u t i o n  o f  e x p e n s e s  and  
i n v e s t m e n t  a t t r i b u t a b l e  t o  E S I S  r e l a t i v e  t o  MTS/WATS. The 
S t a f f  d o e s ,  h o w e v e r ,  p r e s e n t  a c o m p o s i t e  r a t e  a p p r o a c h  
(WJW-A1 )  and  a summary o f  t h e  E S IS  r e v e n u e  r e q u i r e m e n t  u n d e r  
t h i s  c o m p o s i t e  m e th od  (W JW -C 1 ) .  The  d i f f e r e n c e  i n  t h e  
u t i l i t y  c o m p o s i t e  r a t e s  and  t h o s e  o f  t h e  S t a f f  i s  i n  t h e  
a p p l i c a t i o n  o f  a d i f f e r e n t  CSR f o r  OCC and FX, OPX, TL w i t h  
a r e s u l t a n t  d i f f e r e n c e  i n  t h e  f a c t o r s  u s e d  i n  d e v e l o p i n g  an 
E S I S  r e v e n u e  r e q u i r e m e n t .

Due t o  u n c e r t a i n t y  r e g a r d i n g  u s a g e  f a c t o r s  and  t h e  
a g ed  c o s t i n a  i n f o r m a t i o n  p r o v i d e d  b y  ATU, S t a f f  a d v o c a t e d  
i n t e r i m  r e f u n d a b l e  r a t e s  f o r  t h e  E S IS  s e r v i c e s .
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INTERVENORS
The I n t . p r v p n n r q  p r e - f i l e d  t e s t i m o n y  and  p r e s e n t e d  

t h e  f o l l o w i n g  w i t n e s s e s :
R i c h a r d  B a r t o n  ( T - 7 )  -  ARCO ( a d o p t e d  t e s t i m o n y

p r e - f i l e d  b y  P a u l  O d o r )
D e n n i s  0 ‘ D ay  ( T - 8 )  -  SOHIO
W i l l i a m  J .  B e n t o n  ( T - 9 )  -  A l y e s k a

W i t n e s s  B a r t o n  s um m a r i z e d  t h e  c o m m in i c a t i o n s  
a c t i v i t i e s  o f  ARCO and  f o u n d  t h a t  i t  i s  i n a p p r o p r i a t e  f o r  
ATU t o  a p p l y  an  E S IS  t a r i f f  t o  CPX and T i e  L i n e  f a c i l i t i e s  
t h a t  t e r m i n a t e  o n l y  a t  t h e  p r e m i s e s  o f  t h e  c u s t o m e r  and  n o t  
t h e  e x c h a n g e  f a c i l i t i e s  o f  ATU. He a l s o  s t a t e d  t h a t  t h e  
a p p l i c a t i o n  o f  t h e  E S I S  t a r i f f  w o u ld  r e s u l t  i n  d i s c r i m i n a t i o n  
b e tw e e n  i n t e r s t a t e  and  l o c a l  c u s t o m e r s  o f  ATU. B a r t o n  t o o k  
e x c e p t i o n  t o  t h e  u t i l i t y ' s  r e p r e s e n t a t i o n  t h a t  t h e  E S IS  
r a t e s  a r e  b a s e d  on  c o n s e r v a t i v e  e s t i m a t e s  and t e rm e d  s u c h  
e s t i m a t e s  a s  n o t h i n g  m o re  t n a n  " u n s u b s t a n t i a t e d  a s s u m p t i o n s . "

W i t n e s s  O 'D a y  d i a g r am m ed  t h e  SOHIO s y s t e m  a s  i t  
r e l a t e s  t o  ATU. He t o o k  e x c e p t i o n  t o  some o f  ATU 's  a s s u m p t i o n s  
r e l a t i v e  t o  u s a g e  and t e s t i f i e d  t h a t  t h e  u t i l i t y  i s  b e i n g  
a d e q u a t e l y  c om p e n s a t e d  by  v i r t u e  o f  SOH IO 's  t r u n k i n g  r e q u i r e m e n t  
t h a t  m a i n t a i n s  a P . 01. a v a i l a b i l i t y  on  t h e  ATU p r o v i d e d  
t r u n k s .  O 'D a y  f u r t h e r  s t a t e d  t h a t  t h e y  c o u l d  n o t  d e t e r m i n e  
t o  t h e i r  s a t i s f a c t i o n  w h e r e  t h e  " a l l e g e d "  $ 4 1 7 , 0 0 0  r e v e n u e  
r e q u i r e m e n t  came f r o m  o r  how i t  was e s t a b l i s h e d .

W i t n e s s  B e n t o n  d e s c r i b e d  t h e  p r i v a t e  t e l e p h o n e  
s y s t e m  o f  A l y e s k a  and  n o t e d  t h a t  t h e  a r e a  t h a t  t r a n s v e r s c s  
t h e  T r a n s - A l a s k a  P i p e l i n e  i s  n o t  s e r v e d  by  a p u b l i c  t e l e p h o n e  
s y s t e m .  B e n t o n ' s  t e s t i m o n y  p r e s e n t s  t h e  v i e w  t h a t  t h e  
p r o p o s e d  t a r i f f  i s  m e r e l y  a r a t e  i n c r e a s e  a s  a r e s u l t  o f  
e x i s t i n g  f a c i l i t i e s  and  i s  n o t  a new s e r v i c e  o f f e r i n g .
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r a t e . i n c r e a s e . f i n d s  no j n s t i f i r a t - i n n  f o r  t h e  i n c r e a s e  and 
t h e  t a r i f f  d i s c r i m i n a t o r y .

The b a s i c  theme o f  t h e  I n t e r v e n o r s 1 p r e s e n t a t i o n  i s  
t h a t  t h e  E S I S  f i l i n g  i s  n o t  a new t a r i f f  o f f e r i n g ,  e x c e p t  
p o s s i b l y  a s  i t  r e l a t e s  t o  o f  t h e  O CC 's ,  b u t  m e r e l y  a r a t e  
i n c r e a s e  t o  s e r v i c e s  t h a t  t h e  i n t e r v e n i n g  c om p a n i e s  h a v e  
e n j o y e d  f o r  many y e a r s ;  i . e . ,  FX, OPX, and TL .  The I n t e r v e n o r s  
b e l i e v e  t h e  r e v e n u e  r e q u i r e m e n t s  t o  s e r v e  t h e i r  f a c i l i t i e s  
h a v e  b e e n  me t  t h r o u g h  r a t e  d e v e l o p m e n t  w h ic h  i s  m a n i f e s t e d  
i n  c u r r e n t  t a r i f f s  and t h e  a p p r o v a l  o f  t h e  E S IS  t a r i f f  w o u ld  
i n  e f f e c t  amoun t  t o  d o u b l e - d i p p i n g  b y  d oub ]  t a r i f f i n g  t h e  
same s e r v i c e .  They  f u r t h e r  c o n t e n d  t h a t  OPX and  TL s e r v i c e s  
a r e  i n - h o u s e  c o m m u n i c a t i o n s  and  do n o t  u s e  ATU e q u i p m e n t .
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D i s c u s s i o n
A f u n d a m e n t a l  q u e s t i o n  t h a 4- m u s t  be  a d d r e s s e d  i s  

w h e t h e r  t h e  E S IS  t a r i f f  c o v e r s  s e r v i c  s  t h a t  a r e  i n  some 
m anne r  s u b s t i t u t i n g  f o r  o r  d i v e r t i n g  o O l l  r e v e n u e s  f r o m  t h e  
u t i l i t y  and w h e t h e r  t h i s  t o l l  d i v e r s i o n  c r e a t e s  a r e v e n u e  
r e q u i r e m e n t  f o r  t h e  u t i l i t y  t h a t  i s  n o t  b e i n g  m e t  t h r o u g h  
i t s  c u r r e n t  t a r i f f .

I n  t h e  i n s t a n c e  o f  t h e  OCC s y s t e m s  o f  i n t e r c o n n e c t i o n  
w i t h  l o c a l  e x c h a n g e s ,  t h e r e  i s  no q u e s t i o n  t h a t  t o l l  d i v e r s i o n  
e x i s t '  T h e r e  i s  n a t i o n w i d e  r e c o g n i t i o n  o f  t h i s  f a c t  a s  
e v i d e n c e d  b y  t h e  FCC a c t i o n  i n  t h e  ENFIA p r o c e e d i n g s .  T h e r e  
i s  no e v i d e n c e  i n  t h i s  p r o c e e d i n g  t h a t  w o u ld  l e a d  t h i s  
C om m is s i o n  t o  t h e  c o n c l u s i o n  t h a t  an i n t e r c o n n e c t i o n  w i t h  an 
OCC i n  A n c h o r a g e  w o u ld  d e v i a t e  f r o m  t h e  e x p e r i e n c e  and  
h i s t o r y  o f  s u c h  i n t e r c o n n e c t i o n s  i n  o t h e r  j u r i s d i c t i o n s  i n
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o u r  n a t i o n .  To t h e  c o n t r a r y ,  t h e  r e c o r d  b e f o r e  t h e  C om m is s i o n  
c l e a r l y  d e m o n s t r a t e s  t h a t  t h e  u t i l i t y  can  e x p e c t  a r e v e n u e  
im p a c t  f r o m  OCC i n t e r c o n n e c t i o n  and t h a t  i t  i s  p r u d e n t  f o r  
ATU ho a n t i c i p a t e  t h i s  o c c u r r e n c e  by  f i l i n g  a t a r i f f  t h a t  
w i l l  c o v e r  t h e  r e v e n u e  r e q u i r e m e n t  a s s o c i a t e d  w i t h  t h e  b i r t h  
o f  OCC i n t e r c o n n e c t i o n  i n  A n c h o r a g e ,  A l a s k a .

I n  t h e  m ind s  o f  some ,  t h e  q u e s t i o n  o f  t o l l  d i v e r s i o n  
and  a r e v e n u e  r e q u i r e m e n t  a s s o c i a t e d  w i t h  t h a t  d i v e r s i o n  i s  
n o t  a s  c l e a r  o r  p r o n o u n c e d  i n  t h e  c a s e  o f  FX, OPX and TL 
s e r v i c e s .  The S t a f f  and ATU a g r e e  t h a t  t h e  a p p l i c a t i o n  o f  
t h e  E S IS  t a r i f f  i s  a p p r o p r i a t e  f o r  t h e s e  s e r v i c e s ,  w h i l e  t h e  
I n t e r v e n o r s  r e j e c t  t h i s  c o n c e p t .

A g a i n ,  t h e  b a s i c  q u e s t i o n  i s  w h e t h e r  t h e s e  s e r v i c e s  
a r e  o r  c a n  be u s e d  a s  a t o l l  s u b s t i t u t e ,  t h u s  d e n y i n g  r e v e n u e s  
t o  t h e  u t i l i t y .  C o u n s e l  f o r  t h e  I n t e r v e n o r s  a d m i t s  t h a t  
t h i s  i s  p o s s i b l e  ( T r . ,  p .  2 1 ) .  W i t n e s s  B a r t o n  a d m i t s  t h a t  
OPX l i n e s  s e r v i n g  K e n a i  and  F a i r b a n k s  c a n  g a i n  a c c e s s  t o  t h e  
ATU e x c h a n g e  ( T r . ,  p .  3 1 8 )  and a l s o  a d m i t s  t h a t  t i e - l i n e  
s e r v i c e s  t o  t h e  P r u d h o e  Bay  a r e a  a r e  b e i n g  u s e d  f o r  p e r s o n a l  
t e l e p h o n e  c a l l s  and b y - p a s s i n g  t h e  t o l l  n e tw o r k  ( T r . ,  p .  3 2 0 ) .  
W i t n e s s  O 'D a y  g r a n t e d  t h a t  p o s s i b l y  10  p e r c e n t  o f  t h e  p e o p l e  
i n  h i s  company h a v e  a c c e s s  t o  t h e  T i e  L i n e s  f o r  p e r s o n a l  u se  
( T r . ,  p .  3 3 2 )  and  t h a t  i t  i s  a m a t t e r  o f  e c o n om i c  t r a d e - o f f  
o f  w h e t h e r  a c a l l e r  w o u ld  u s e  a t . i e  l i n e  o r  t h e  e x c h a n g e  
f a c i l i t y  a t  Deadhorsv . - .  O 'D a y  a l s o  a c k n o w l e d g e d  t h e  q u e s t i o n  
o f  t o l l  d i v e r s i o n  ( T r . ,  p .  3 3 0 ) .

The  r e c o r d  i n  t h i s  p r o c e e d i n g  c l e a r l y  s u p p o r t s  t h e  
c o n c l u s i o n  t h a t  t o l l  d i v e r s i o n  e x i s t s  f o r  FX, OPX, and TL .
T h e r e  i s  a l s o  s u p p o r t  f o r  an  a d d i t i o n a l  r e v e n u e  r e q u i r e m e n t  
f o r  t h e s e  s e r v i c e s  and  t h a t  t h e  u t i l i t y  i s  n o t  b e i n g  c om p e n s a t e d
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f o r  c o s t s  i n c u r r e d  i n  p r o v i d i n g  s e r v i c e s  o u t s i d e  and  b e y o n d  
t h e  n o rm a l  t r u n k i n g  t a r i f f e d  r a t e .  The I n t e r v e n n r s  h a v e  
p r o v i d e d  no e v i d e n c e  t h a t  t h e  a s s u m p t i o n s  o r  c o s t i n g  m e t h o d o l o g y  
o f  u t i l i t y  o r  S t a f f  a r e  e r r o n e o u s l y  b a s e d .  I n  f a c t ,  I n t e r v e n o r  
w i t n e s s  B e n t o n  i n  E x h i b i t  W JB -2  i n d i c a t e s  a m e a s u r e d  1 , 1 8 8  
o f f - n e t  c a l l s  w h ic h  r e s u l t s  ( u s i n g  a h o l d i n g  t im e  o f  4 . 3  m i n u t e s  
p e r  c a l l )  o f  an a v e r a g e  o f  1 , 0 0 9  m i n u t e s  o f  u s e  p e r  c h a n n e l .
T h i s  c om p a r e s  f a v o r a b l y  w i t h  t h e  1 , 0 9 6  m i n u t e s  o f  u s e  a s sumed  
b y  ATU i n  i t s  E S IS  r a t e  d e v e l o p m e n t  f o r  FX, OPX, and TL .
The f a c t  t h a t  a s e r v i c e  d o e s  n o t  s c h e m a t i c a l l y  d i r e c t l y  
i n t e r f a c e  w i t h  an  ATU e x c h a n g e  d o e s  n o t  e l i m i n a t e  t h e  i n d i r e c t  
u s e  o f  s u c h  s e r v i c e s  t o  b y - p a s s  MTS c i r c u i t s .  The C om m is s i o n  
m u s t  c o n c l u d e  t h a t  t h e  E S IS  t a r i f f  p r o p e r l y  i d e n t i f i e s  and 
e s t a b l i s h e s  c o s t s  a s s o c i a t e d  w i t h  t h e  u s e  o f  FX, OPX, and TL 
s e r v i c e s .  The I n t e r v e n o r s  h a v e  f a i l e d  t o  d i s c r e d i t  o r  r a i s e  
s u b s t a n t i a l  q u e s t i o n s  a s  t o  t h e  v a l i d i t y  o f  t h e  E S IS  t a r i f f .
The f a c t  t h a t  t h e  I n t e r v e n o r s  make u s e  o f  s u b s t a n t i a l  p r i v a t e  
l i n e  t e l e c o m m u n i c a t i o n s  d o e s  n o t  a b r o g a t e  t h e i r  r e s p o n s i b i l i t y  
t o  assume t h e i r  f a i r  s h a r e  o f  c o s t s  a s s o c i a t e d  w i t h  t h e i r  
a c c e s s  t o  t h e  ATU e x c h a n g e  f a c i l i t y .  As e v i d e n c e d  by t h e
r e c o r d  i n  t h i s  p r o c e e d i n g ,  t h i s  u t i l i t y  and a l l  l o c a l  e x c h a n g e
u t i l i t i e s  w i t h i n  t h e  S t a t e  o f  A l a s k a  m u s t  be  m i n d f u l  o f  t h o  
c h a n g i n g  t im e s  o f  t h e  t e l e p h o n e  i n d u s t r y  and  t h e  p r e s s u r e s  
t h a t  a r e  c om ing  t o  b e a r  on t h e i r  l o c a l  e x c h a n g e  r a t e s .  The 
C om m is s i o n  i s  v e r y  much aw a r e  o f  t h e  n a t i o n a l  s c e n a r i o  w h ic h  
i s  c a u s i n g  e n o rm ou s  e c o n om i c  p r e s s u r e s  o n  l o c a l  e x c h a n g e  
u t i l i t i e s .  T h e s e  p r e s s u r e s  may be v e n t e d  t h r o u g h  t a r i f f s ,  
s u c h  a s  E S I S ,  t h a t  g i v e s  i d e n t i t y  t o  l a t e n t  a r e a s  c f  c o s t .

The q u e s t i o n  o f  j u r i s d i c t i o n  o f  t h i s  C om m is s i o n  t o
d e a l  w i t h  t h e  E S I S  t a r i f f  h a s  b e e n  r a i s e d  b y  GSA and  t h e
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I n t e r v e n o r s .  New Y o r k  T e l e p h o n e  v .  FCC^  h a s  b e e n  c i t e d  as  
t h e  l e a d i n g  c a s e  on  t h e  i s s u e  o f  t h e  j u r i s d i c t i o n  o f  t h i s  
C om m is s i o n  t o  g r a n t  a p p r o v a l  o f  t h e  E S I S  t a r i f f .  *

The  o n l y  p a r a l l e l  b e tw e e n  t h e  New Y o r k  c a s e  and
It h e  i n s t a n t  p r o c e e d i n g  i s  t h e  s e r v i c e s  o f  FX/CCSA. The U . S .

C o u r t  o f  A p p e a l s  r u l e d  t h a t  t h r o u g h  t h e  a c t i o n  o f  t h e  New
Y o r k  P u b l i c  S e r v i c e  C om m i s s i o n ,  a d i s c r i m i n a t o r y  r a t e  i n v o l v i n g
i n t e r s t a t e  s e r v i c e s  was e s t a b l i s h e d  and  t h e  c o u r t  u p h e l d  t h e
FCC o r d e r  t h a t  p r e v e n t e d  t h e  New Y o r k  PSC f r o m  r e q u i r i n g
d i s c r i m i n a t o r y  t a r i f f s  b y  New Y o r k  T e l e p h o n e  Company . The
c o u r t  s t a t e d :

I n  t h e  f i n a l  a n a l y s i s ,  a s  a t  f i r s t  
b l u s h ,  t h i s  c a s e  i s  r e a l l y  an a d m i n i s ­
t r a t i v e  j u r i s d i c t i o n a l  d i s p u t e ,  w i t h  NYT 
and  i n t e r s t a t e  FX and CCSA u s e r s  t o  some 
e x t e n t  c a u g h t  i n  t h e  m i d d l e .  U p h o l d i n g  
t h e  FCC o r d e r ,  we f o r c e  NYT t o  go b a c k  
t o  t h e  s t a t e  f o r  a new t a r i f f  t h a t  i s  
c o n s i s t e n t  w i t h  t h e  FCC1s Ma rch  12 
o r d e r ,  a s  t h e  t e l e p h o n e  c om p a n i e s  h a v e  
d o n -  i n  C a l i f o r n i a  and  M i s s o u r i  c a s e s .
O f  c o u r s e ,  NYT may i n s t e a d  f i l e  a new 
t a r i f f  w i t h  t h e  FCC, b u t  t h e  f u t u r e  
J o i n t  B o a r d  p r o c e e d i n g s  on  a l l  s e p a r a ­
t i o n .  p r o c e d u r e s  may d e l a y  a p p r o v a l  f o r  
a t  l e a s t  a y e a r .  To h o l d  o t h e r w i s e  i n  
t h i s  c a s e  v /ou ld  p e r m i t  t h e  PSC t o  e x p o r t  
i n t r a s t a t e  t e l e p h o n e  c o s t s  . t o  i n t e r s t a t e  
u s e r s  u n t i l  s e p a r a t i o n s  p r o c e d u r e s  h a v e  
b e e n  r e v i s e d  and a l l  i n t e r e s t s  accom ­
m o d a t e d .  I n  t h e  w o rd s  o f  a d i s s e n t i n g  
PSC member ,  " [ u ] n i f o r m i t y  i n  p r o c e d u r e s  
u s e d  t o  a l l o c a t e  c o s t s  among t h e  many 
j u r i s d i c t i o n s  i n v o l v e d  i s  v i t a l , "  i n  
f a i r n e s s  t o  t e l e p h o n e  company and r a t e ­
p a y e r  a l i k e .  NYPSC 2 7 4 6 3 ,  a t  6 ( L a r k i n ,
Comm'r d i s s e n t i n g ) .  The FCC a p p e a r s  t o  
be  s e e k i n g  s u c h  " s e p a r a t i o n s "  u n i f o r m i t y  
i n  an o r d e r l y  way ,  u s e d  s u c c e s s f u l l y  f o r  
m o re  t h a n  t h i r t y  y e a r s ,  w h ic h  s a v e s  
s t a t e  and p r i v a t e  p a r t i e s  a l i k e  c o n ­
s i d e r a b l e  l i t i g a t i o n  e x p e n s e .  The PSC 
o r d e r  a b r o g a t e d  b y  t h e  FCC o r d e r  w h ich  
we a f f i r m  n o u l d  do  j u s t  a b o u t  t h e  o p p o s i t e .

15  New Y o r k  T e l .  C o .  v .  F . C . C . ,  6 3 1  F . 2 d  1 0 5 9  ( 1 9 8 0 )
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I n  t h e  i n s t a n t  c a s e  t h e  s u b s t a n t i a l  e v i d e n c e  on 
t h e  r e c o r d  s u p p o r t s  t h e  c o n c l u s i o n  t h a t  ATU 's  E S IS  f i l i n g  i s  
c o n s i s t e n t  w i t h  t h e  s e p a r a t i o n s  p r o c e d u r e s  a p p r o v e d  b y  t h i s  
C om m is s i o n  and  t h e  FCC. The  s i n g l e  p o i n t e d  v a r i a t i o n ,  w h ic h  
w i l l  b e  d i s c u s s e d  b e l o w ,  i s  t h e  u s e  o f  a c o m p o s i t e  CSR i n  
d e v e l o p i n g  t h e  S PF .

No c h a l l e n g e  h a s  b e e n  made t o  t h e  m e t h o d o l o g y  
e m p l o y e d  b y  t h e  u t i l i t y  o r  t h e  S t a f f .  B a s e d  on  t h i s  e v i d e n c e  
t h e  C om m is s i o n  f i n d s  t h a t  t h e r e  i s  no  undue  d i s c r i m i n a t i o n  
and t h e  p r o c e d u r e s  e m p lo y e d  b y  t h e  u t i l i t y  and  S t a f f  a r e  
c o n s i s t e n t  w i t h  t h e  f i n d i n g s  o f  t h e  c o u r t  i n  t h e  New Y o r k  
T e l e p h o n e  Company c a s e .

H a v i n g  e s t a b l i s h e d  t h a t  ATU 's  E S IS  t a r i f f  i s  p r o p e r ­
l y  b e f o r e  t h e  C om m is s i o n  and  t h e  m e t h o d o l o g y  u s e d  t o  e s t a b l i s h  
r a t e s  f o r  t h e  p r o p o s e d  s e r v i c e s  i s  n o n d i s c r i m i n a t o r y , t h e  
q u e s t i o n  i s  w h i c h  r a t e  d e v e l o p m e n t  a p p r o a c h  i s  m o re  a p p r o p r i a t e  
and  on  t a r g e t  w i t h  t h e  d e c i s i o n  i n  t h e  New Y o r k  T e l e p h o n e  
Company c a s e .  The u t i l i t y  s t a t e s  t h e  c o m p o s i t e  CSR a p p r o a c h  
i s  t h e  o n l y  v i a b l e  m e th od  a t  t h i s  t im e  w h i l e  S t a f f  a r g u e s  
f o r  a s e p a r a t e d  i n t e r s t a t e  and  i n t r a s t a t e  r a t e  a p p r o a c h .

I n  t h e  i d e a l  w o r l d  w h e r e  t h e  u n i v e r s e  * o u l d  i n c l u d e  
t o t a l  u s a g e  i n f o r m a t i o n  a v a i l a b i l i t y  t o  t h e  u t i l i t y ,  t h e  
S t a f f  a p p r o a c h  w o u ld  m e r i t  s e r i o u s  c o n s i d e r a t i o n .  U n f o r t u ­
n a t e l y ,  t h e  u t i l i t y  i s  g i v i n g  b i r t h  t o  a c o n c e p t  i n  an 
i m p e r f e c t  e n v i r o n m e n t .  W h i l e  t h e  I n t e r v e n o r s  a c k n o w l e d g e  
t h e  a v a i l a b i l i t y  o f  some t r a f f i c  i n f o r m a t i o n ,  t h e  s c o p e  and  
a p p l i c a b i l i t y  o f  t h e  i n f o r m a t i o n  a v a i l a b l e  l e a d s  t h e  Commis­
s i o n  t o  t h e  c o n c l u s i o n  t h a t  t h i s  a p p r o a c h  w o u ld  be  s p e c u l a ­
t i v e  a t  b e s t ,  w i t h  t h e  h i g h  p o t e n t i a l  o f  b e i n g  s u b j e c t i v e ;
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i . e . ,  b e i n g  s u p p l i e d  b y  t h e  c o n sum e r  o f  t h e  s e r v i c e  i n  
q u e s t i o n .  C l e a r l y ,  t h e  u t i l i t y  and t h e  C om m is s i o n  w o u ld  
r e q u i r e  some f o rm  o f  v e r i f i c a t i o n ;  h o w e v e r ,  t h e r e  i s  no  
e v i d e n c e  t h a t  s u c h  v e r i f i c a t i o n  i s  p o s s i b l e .  The C om m is s i o n  
i s  aw a re  t h a t  w i t h  c h a n g i n g  t e c h n o l o g y  t h e  e n t i r e  q u e s t i o n  
o f  u s a g e  s e n s i t i v e  p r i c i n g  w i l l  b e  a f u t u r e  c o n s i d e r a t i o n  o f  
t h i s  b o d y  as  w e l l  a s  t h e  u t i l i t y .

Even  i f  t h e  C om m is s i o n  c o u l d  a c c e p t  t h e  s e p a r a t e d  
a p p r o a c h  a t  t h i s  t im e ,  t h i s  w o u ld  m and a te  t h e  f i l i n g  o f  an 
i n t e r s t a t e  t a r i f f  w i t h  t h e  FCC, and a s  n o t e d  b y  t h e  c o u r t  i n  
t h e  New Y o r k  T e l e p h o n e  Company d e c i s i o n ,  t h i s  w o u ld  r e s u l t  
i n  a c o n s i d e r a b l e  d e l a y .  Such  a d e l a y  ,s n o t  r e q u i r e d  
t h r o u g h  t h e  a d o p t i o n  o f  t h e  c o m p o s i t e  CSR a p p r o a c h .  I f  a t  
some p o i n t  i n  t im e  t h e  FCC m and a te s  t h e  s e p a r a t e d  a p p r o a c h  
t o  t h e  E S I S  t y p e  s e r v i c e s  o f f e r e d  b y  a l o c a l  e x c h a n g e  u t i l i t y ,  
and t h e r e  i s  a F e d e r a l / S t a t e  p r o c e d u r e  t h a t  p r o t e c t s  t h e  
i n t r a s t a t e  j u r i s d i c t i o n ,  t h i s  C om m is s i o n  w o u ld  o f  c o u r s e  
r e e x a m i n e  t h e  i s s u e .  The  S t a f f  h a s  p r e s e n t e d  no c o m p e l l i n g  
r e a s o n  f o r  s e p a r a t i o n  a t  t h i s  t im e .  Such  an  a p p r o a c h  w ou ld  
be c o u n t e r p r o d u c t i v e  and  n o t  i n  t h e  p u b l i c  i n t e r e s t  t o d a y .

On A p r i l  9 ,  1 9 8 1 ,  t h e  I n t e r v e n o r s  f i l e d  a M o t i o n  
f o r  F i l i n g  o f  an  O t h e r w i s e  U n a u t h o r i z e d  D o cum en t .  The 
d o cum en t  f i l e d  i s  t h e  FCC News R e l e a s e  o f  Ma rch  1 3 ,  1 9 8 1 ,  
d e a l i n g  w i t h  t h e  a c t i o n  o f  t h e  FCC i n  CC D o c k e t  No .  8 1 - 1 6 1 .  
D o c k e t  8 1 - 1 6 1  d e a l s  w i t h  t h e  t a r i f f  f i l i n g  o f  t h e  H a w a i i a n  
T e l e p h o n e  Company (HTC) r e l a t i n g  t o  l o c a l  e x c h a n g e  i n v o l v i n g  
i n t e r s t a t e  a c c e s s .  The C om m is s i o n  w i l l  a c c e p t  t h i s  d o cum en t  
a s  p a r t  o f  t h e  r e c o r d  i n  t h i s  p r o c e e d i n g  b u t  w i l l  n o t e  t h a t  
t h e  f u l l  o r d e r  n o t e d  i n  t h e  News R e l e a s e  i s  a v a i l a b l e  t o  t h e  
C om m is s i o n  i n  i t s  FCC f i l e .  The C om m is s i o n  c a n  f i n d  no
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s u b s t a n c e  t o  t h e  HTC t a r i f f  f i l i n g  t h a t  w o u ld  l e a d  t o  a 
d i f f e r e n t  c o n c l u s i o n  i n  t h e  i n s t a n t  p r o c e e d i n g .  The f a c t  
t h a t  HTC s e l e c t e d  t h e  FCC a s  i t s  r e g u l a t o r y  f o r u m  d o e s  n o t  
n e g a t e  t h e  a p p r o a c h  s e l e c t e d  by  ATU. I n  a d d i t i o n ,  t h i s  
C om m is s i o n  i s  n o t  p r i v y  t o  t h e  p o s s i b l e  i n t r a s t a t e  r e g u l a t o r y  
o r  s t a t u t o r y  c o n s t r a i n t s  t h a t  may h a v e  l e d  HTC t o  f i l e  w i t h  
t h e  FCC.

As p r e v i o u s l y  s t a t e d ,  t h e  m a in  d i f f e r e n c e  i n  t h e  
r a t e  d e v e l o p m e n t  a p p r o a c h  a d v o c a t e d  b y  t h e  S t a f f  and t h e  
U t i l i t y  i s  t h e  CSR. The  u t i l i t y  u s e d  a c o m p o s i t e  CSR f o r  
FX, OPX, and TL and t h e  i n t e r s t a t e  CSR f o r  OCC. The S t a f f  
u s e s  t h e  same CSR f o r  a l l  E S I S  s e r v i c e s  i n  d e v e l o p i n g  i t s  
m o d i f i e d  c o m p o s i t e  r a t e .  The  S t a f f  m a i n t a i n s  t h a t  t h e  ATU 
m e th od  g i v e s  a p r e f e r e n t i a l  r a t e  t o  t h e  n o n - E S I S  c u s t o m e r s .  
The C om m is s i o n  a g r e e s  w i t h  t h e  S t a f f  p o s i t i o n  a t  t h i s  s t a g e  
o f  d e v e l o p i n g  t h e  E S IS  r a t e s .  U n t i l  s u c h  t im e  a s  t h e  u t i l i t y  
h a s  d e v e l o p e d  an  o p e r a t i n g  h i s t o r y  u n d e r  t h e  E S IS  t a r i f f  and 
a n a t i o n a l  r e g u l a t o r y  m a s t e r  scheme i s  e s t a b l i s h e d ,  i t  w o u ld  
be i n  t h e  p u b l i c  i n t e r e s t  t o  e s t a b l i s h  r a t e s  t h a t  c a r r y  no 
s t i g m a  o f  r a t e  p r e f e r e n c e .  The C om m is s i o n  w i l l  a c c e p t  t h e  
S t a f f - m o d i f i e d  c o m p o s i t e  r a t e  a s  n o t e d  i n  s c h e d u l e  WJW A - l .  

Tin: C om m is s i o n  b e l i e v e s  t h e  S t a l l  l a t e  d e v e l o p m e n t  a c c u r a t e l y  
r e p r e s e n t s  t h e  E S IS  r e v e n u e  r e q u i r e m e n t .  The S t a f f  t o t a l  

E S I S  r e v e n u e  r e q u i r e m e n t  c f  $ 3 7 2 , 8 5 4  r e s u l t s  i n  t h e  f o l l o w i n g  
r a t e s :

F o r e i g n  E xch ang e
O f f  P r e m i s e  E x t e n s i o n
T i e  L i n e s
O t h e r  Common C a r r i e r

$ 99  
$ 99  
$ 99  
$ 2 6 5
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W h i l e  t h e  u t i l i t y  c o s t  s t u d y  and  S t a f f  r e v i e w  g i v e  
t h e  C om m is s i o n  c o n f i d e n c e  i n  t h e  p r o p o s e d  r a t e s ,  t h e r e  i s  
t h e  l i n g e r i n g  q u e s t i o n  o f  t h e  r a t e s  b e i n g  b a s e d  on  aged  
d a t a .  I t  i s  somewhat  i r o n i c  t h a t  A la s c om  w ou ld  r a i s e  t h i s  
p o i n t  a s  t h e r e  a r e  i n d i c a t i o n s  t h a t  A l a s c om  may b e  a p a r t  o f  
t h e  p r o b l e m  o r  a t  l e a s t  a c o n t r i b u t o r  co t h e  d e l a y  i n  g a i n i n g  
c u r r e n t  c o s t  i n f o r m a t i o n .  I n  c o n s i d e r a t i o n  o f  t h i s  p r o b l e m ,  
t h e  C om m is s i o n  w i l l  c o n s i d e r  t h e  E S IS  r a t e s  t o  be  i n c e p t i o n  
r a t e s .  The u t i l i t y  w i l l  be  r e q u i r e d  t o  f i l e  a n n u a l l y ,  
b e g i n n i n g  J u l y  1 ,  1 9 8 2 ,  c o s t  i n f o r m a t i o n  i n  s u p p o r t  o f  i t s  
E S IS  r a t e s .  No a d j u s t m e n t  i n  t a r i f f  r a t e s  w i l l  be r e q u i r e d  
i f  t h e  c o s t  s t u d i e s  shov; a v a r i a t i o n  o f  l e s s  t h a n  ±5 p e r c e n t .  
A l a s c om  i s  b e i n g  r e q u e s t e d ,  i n f o r m a l l y  a t  t h i s  t im e ,  t o  
r e v i e w  i t s  p r o c e d u r e s  f o r  c o s t  s t u d i e s  and s e t t l e m e n t s  w i t h  
l o c a l  e x c h a n g e  u t i l i t i e s  w i t h  t h e  g o a l  o f  s h o r t e n i n g  t h e  
t im e  p e r i o d  f o r  a p p r o v a l .  T h i s  p r o b l e m  e x t e n d s  b e y o n d  t h e  
i n s t a n t  p r o c e e d i n g  and  may c a l l  f o r  m o re  d i r e c t  a c t i o n  b y  
t h e  C om m i s s i o n  i n  a s e p a r a t e  p r o c e e d i n g .

The S t a f f  and I n t e r v e n o r s  h a v e  a r g u e d  t h a t  t h e  
E S IS  t a r i f f  be g r a n t e d  on  a r e f u n d a b l e  b a s i s .  The u n i q u e  
n a t u i e  o f  t h e  t a r i f f  and  t h e  aged  d a t a ,  i t  i s  a r g u e d ,  s u p p o r t  
t h e i r  p o s i t i o n .  The C om m is s i o n  c a n n o t  c o n c u r  w i t h  t h i s  
p o s i t i o n .  T h e r e  i s  no  e v i d e n c e  t h a t  w o u ld  l e a d  t h e  Commis­
s i o n  t o  t h e  c o n c l u s i o n  t h a t  t h e  c o s t s  a s s o c i a t e d  w i t h  E S IS  
w i l l  be  r e d u c e d  b y  v i r t u e  o f  new c o s t  d a t a .  To t h e  c o n t r a r y ,  
t h e  e v i d e n c e  on  t h e  r e c o r d  shows a m o s t  c o n s e r v a t i v e  a p p r o a c h  
w h ic h  c o u l d  l e a d  t o  t h e  c o n c l u s i o n  t h a t  new d a t a  c o u l d  
r e s u l t  i n  h i g h e r  r a t e s .  I n t e r i m  r a t e s  a r e  d e s i g n e d  t o  
p r o t e c t  t h e  c o n sum e r  and  n o t  t h e  u t i l i t y  f r om  p o s s i b l e
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o v e r c h a r g e .  T h e r e  i s  no  e v i d e n c e  t o  im p l y  t h a t  t h i s  p o s s i ­
b i l i t y  e x i s t s  i n  t h e  i n s t a n t  p r o c e e d i n g .  The C om m is s i o n  
m and a te  t h a t  t h e  r a t e s  a r e  i n c e p t i o n  r a t e s  w i l l  a d e q u a t e l y  
p r o t e c t  t h e  u t i l i t y  and  t h e  c o n sum e r  b y  f o r c i n g  an  a n n u a l  
r e v i e w  o f  th em .

THE COMMISSION FURTHER F INDS AND CONCLUDES:
1 .  ATU i s  a p u b l i c  u t i l i t y  a s  d e f i n e d  i n  AS 

4 2 . 0 5 . 7 0 1  and s u b j e c t  t o  t h e  r e g u l a t o r y  j u r i s d i c t i o n  o f  t h e  
C o m m i s s i o n .

2 .  The c o s t  s e p a r a t i o n s  s t u d y  i n  s u p p o r t  o f  
t a r i f f  r e v i s i o n  d e s i g n a t e d  TA11 0 - 1 2 0  i s  c o n s i s t e n t  w i t h  t h e  
S e p a r a t i o n s  M a n u a l ,  F e b r u a r y  1971  e d i t i o n ,  and a d o p t e d  by 
t h e  C om m is s i o n  u n d e r  3 AAC 4 8 . 4 3 0 .

3 .  The C om m is s i o n  h a s  a u t h o r i t y  t o  g r a n t  a p p r o v a l  
o f  e x c h a n g e  a c c e s s  r a t e s  p r o p o s e d  i n  t a r i f f  r e v i s i o n  d e s i g ­
n a t e d  T A 1 1 0 - 1 2 0 .

4 .  T o l l  d i v e r s i o n  i s  b e i n g  e x p e r i e n c e d  by  ATU 
t h r o u g h  a c c e s s  o f  t h e  ATU e x c h a n g e  f a c i l i t i e s  by  s u b s c r i b e r s  
t o  FX, OPX, and  TL s e r v i c e s .

5 .  ATU w i l l  e x p e r i e n c e  t o l l  r e v e n u e  d i v e r s i o n  
w i t h  t h e  i n t e r c o n n e c t i o n  o f  OCC c o m p a n i e s .

6 .  T o l l  r e v e n u e  d i v e r s i o n  c o n s t i t u t e s  an a d d i t i o n a l  
c o s t  t o  t h e  u t i l i t y  and  an u n f a i r  b u r d e n  t o  t h e  g e n e r a l  r a t e  
p a y e r  o f  t h e  u t i l i t y .

7 .  The r a t e  d e v e l o p m e n t  m e t h o d o l o g y ,  w i t h  t h e  e x ­
c e p t i o n  o f  t h e  CSR r a t i o  u s e d ,  i s  r e a s o n a b l e  and r e s u l t s  i n  
r a t e s  t h a t  a r e  n o n d i s c r i m i n a t o r v .

8 .  ATU s h o u l d  u s e  t h e  c o m p o s i t e  CSR r a t i o  a d v o c a t e d
by  S t a f f .

9 .  The E S IS  t a r i f f  r a t e s  s h o u l d  be i n c e p t i o n  
r a t e s  w i t h  p r o v i s i o n  f o r  a n n u a l  r e v i e w .
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1 0 .  The E S IS  t a r i f f  r a t e s  s h o u l d  be n o n r e f u n d a b l e .

ORDER
THE COMMISSION FURTHER ORDERS:

1 .  The t a r i f f  r e v i s i o n  d e s i g n a t e d  a s  T A 1 1 0 - 1 2 0  b y  
t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / e  A n c h o r a g e  T e l e p h o n e  
U t i l i t y  i s  a p p r o v e d  s u b j e c t  t o  t h e  c o n d i t i o n s  s e t  o u t  i n  t h a  
b o d y  o f  t h i s  O r d e r .

2 .  The r a t e s  e s t a b l i s h e d  u n d e r  T A 1 1 0 - 1 2 0  a r e  
a p p r o v e d  a s  f o l l o w s :

F o r e i g n  E x ch ang e  $ 99
O f f  P r e m i s e  E x t e n s i o n  $ 99
T i e  L i n e  $ 99
O t h e r  Common C a r r i e r  $ 2 6 5
3 .  The  r a t e s  e s t a b l i s h e d  u n d e r  T A 1 1 0 - 1 2 0  a r e  

i n c e p t i o n  r a t e s .
4 .  The  M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  A n c h o r a g e  

T e l e p h o n e  U t i l i t y  s h a l l  f i l e  a n n u a l l y  c o s t  i n f o r m a t i o n  i n
s u p p o r t  o f  t h e  r a t e s  a p p r o v e d  u n d e r  T A 1 1 0 - 1 2 0 . _ No t a r i f f  __
r e v i s i o n  w i l l  b e  r e q u i r e d  i f  a s  a r e s u l t  o f  t h e  c c s t  i n f o r ­
m a t i o n  t h e  r a t e  v a r i a t i o n  i s  l e s s  t h a n  ±5 p e r c e n t .

5 .  The M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  A n c h o r a g e
T e l e p h o n e  U t i l i t y  s h a l l  f i l e  r e v i s e d  t a r i f f  s h e e t s  c o n s i s t e n t
w i t h  t h i s  O r d e r  w i t h i n  3 0  d a y s  o f  t h e  d a t e  o f  t h i s  O r d e r .
Each  t a r i f f  s h e e t  e f C e c t e d  s h a l l  c l e a r l y  n o t e  t h a t  t h e  r a t e s
a r e  " INCEPT ION RATES SUBJECT TO ANNUAL REV IEW ."
DATED AND EFFECTIVE a t  A n c h o r a g e ,  A l a s k a ,  t h i s  2 6 t h  d a y  o f  
J u n e ,  1 9 8 1 .

BY D IRECTION OF THE COMMISSION 
(C o m m i s s i o n e r  S u s a n  M. K n o w l e s ,  n o t  p a r t i c i p a t i  j )

( S  E A L )

« Nv < \

U - 3 0 - 4 2 (3)
P a g e  26
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STATE OF ALASKA
THE ALASKA PUBL IC  UTTT.TTims COMlt' "'N

B e f o r e  C o m m i s s i o n e r s : C a r o l y n  S .  G u e s s ,  C h a i rm an  
M a r v i n  R .  W e a t h e r l y  
S u s a n  M. K n ow le s  
S t u a r t  C. H a l l

I n  t h e  M a t t e r  o f  t h e  F i l i n g  o f  a 
T a r i f f  R e v i s i o n ,  D e s i g n a t e d  a s  
T A 1 1 0 - 1 2 0 , b y  t h e  MUNIC IPAL ITY CF 
ANCHORAGE d / b / a  ANCHORAGE TELE­
PHONE U T I L I T Y  f o r  R a t e s  a nd  C on ­
d i t i o n s  f o r  E x c h a n g e  S y s t em  Used  
b y  I n t e r e x c h a n g e  S e r v i c e s

U - 8 0 - 4 2

ERRATA NOTICE
ORDER NO. 3

ORDER GRANTING TAR IFF  R E V IS IO N 
( I s s u e d  J u n e  2 6 ,  1 9 8 1 )

P age  1 0 ,  l i n e  1 0 - 1 / 2 :  D e l e t e  "A g r e em en t "  a nd  I n s e r t  " f o r  I n t e r ­
s t a t e  A c c e s s " .

P age  2 3 ,  l i n e  3 0 :  
P age  2 6 ,  l i n e  1 3 :

Add "CCSA $ 9 9 " .
Add "Common C o n t r o l  S w i t c h i n g  A r r a n g e ­

m en t s  $ 9 9 " .
DATED /JJD EFFECTIVE a t  A n c h o r a g e ,  A l a s k a  t h i s  8 t h  d a y  o f  J u l y ,  
1 9 0 1 .

BY D IRECTION OF THE COMMISSION 
( C o m m i s s i o n e r  S u s a n  M. K n o w l e s ,  n o c  p a r t i c i p a t i n g . )

( S  E A L )

.•> / 

/

: <-

U - 8 0 - 4 2 ( 3 - E ) - ( 7 / 8 / 8 1 )  
I  ige  1 o f  3
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S T A T E  OF ALAS KA

THE A L A S K A  P U B L I C  U T I L I T I E S  CO MMI S S I O N

3
4
5
6

7
8 

9
10
11
12
13
14
15
16
17
18
19
20  
21  
22
23
2 4
2 5
2 b

27
28
2 9
3 0
31
32

B e f o r e  C o m m i s s i o n e r s :

I n  t h e  M a t t e r  o f  t h e  F i l i n g  o f  
a T a r i f f  R e v i s i o n ,  D e s i g n a t e d  as  
T A 2 6 - 1 2 1 , b y  t h e  MUN IC IPAL ITY  OF 
ANCHORAGE d / b / a  MUNICIPAL LIGHT & 
POWER DEPARTMENT f o r  an  I n t e r i m  
and  P e rm a n e n t  R a t e  I n c r e a s e

C a r o l y n  S .  G u e s s ,  C h a i rm an  
M a r v i n  R .  W e a t h e r l y  
S u s a n  M. K n ow le s  
S t u a r t  C.  H a l l

U - 8 0 - 1 0 0
ORDER NO. 5

ORDER EXTENDING SUSPENSION PERIOD 
On May 1 8 ,  1 9 8 1 ,  t h e  C om m is s i o n  i s s u e d  a B en ch  

O r d e r  i n  t h i s  p r o c e e d i n g  g r a n t i n g  t h e  MUN IC IPAL ITY  OF .ANCHORAGE 
d / b / a  MUNIC IPAL L IGHT & POWER DEPARTMENT (ML&P) an a c r o s s - t h e -  
b o a r d  i n c r e a s e  o f  2 8 . 0 6  p e r c e n t - t o  i t s  e x i s t i n g  r e c u r r i n g  
p e rm a n e n t  r a t e s  f o r  b i l l i n g s  on  o r  a f t e r  J u n e  1 ,  1 9 8 1 .  The 
C om m is s i o n  i n d i c a t e d  t h a t  t h a t  a c t i o n  was t a k e n  p r i o r  t o  
i s s u a n c e  o f  i t s  f o r m a l  o r d e r  s e t t i n g  f o r t h  i t s  f i n d i n g s  o f  
f a c t  and  c o n c l u s i o n s  o f  l aw  i n  o r d e r  t o  a c com moda te  t h e  t h e n  
p e n d i n g  $ 1 4  m i l l i o n  b ond  s a l e  by  ML&P. I n  v i e w  o f  t h e  
w o r k l o a d  o f  t h e  C om m is s i o n  a t  t h i s  t im e  and  t h e  v a r i e d  
i s s u e s  i n v o l v e d  i n  t h i s  p r o c e e d i n g ,  t h e  C om m is s i o n  f i n d s  
t h a t  t h e  s u s p e n s i o n  p e r i o d  f o r  T A 2 6 - 1 2 1  m u s t  be  e x t e n d e d  i n  
o r d e r  f o r  a l l  t h e  i s s u e s  t o  b e  a d e q u a t e l y  a d d r e s s e d .  The 
i n t e r e s t s  o f  t h e  u t i l i t y  and  o f  t h e  c o n s u m e r  a r e  p r o t e c t e d  
b y  v i r t u e  o f  t h e  2 8 . 0 6  p e r c e n t  i n c r e a s e  g r a n t e d  i n  t h e  
May 1 8 ,  1 9 8 1 ,  B e n c h  O r d e r .

U - 8 0 - 1 0 0 ( 5 )  6 / 3 0 / 8 1
P a g e  1 o f  2
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1 ORDER
2 THE COMMISSION FURTHER ORDERS, T h a t ,  t h e  o p e r a t i o n
3 o f  t h e  t a r i f f  r e v i s i o n ,  d e s i g n a t e d  a s  T A 2 6 - 1 2 1 , '  f i l e d  b y
4  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  M u n i c i p a l  L i g h t  & P ow e r
5 D e p a r tm e n t  i s  f u r t h e r  s u s p e n d e d  u n t i l  S e p t e m b e r  1 ,  1 9 8 1 ,
6 w i t h  t h e  e x c e p t i o n  o f  t h a t  p o r t i o n  o f  t h e  t a r i f f  a d d r e s s i n g
7 p e rm a n e n t  r a t e s  f o r  r e c u r r i n g  c h a r g e s  w h i c h  w e r e  i n c r e a s e d
8 b y  2 8 . 0 6  p e r c e n t  e f f e c t i v e  J u n e  1 ,  1 9 8 1 .
9

DATED AND EFFECTIVE a t  A n c h o r a g e ,  A l a s k a ,  t h i s  3 0 t h  d a y
10  o f  J u n e ,  1 9 8 1 .
1 1  BY D IRECTION OF THE COMMISSION

(C o m m i s s i o n e r  S u s a n  M. K n o w l e s ,  n o t  p a r t i c i p a t i n g )
12
13
14
15  ( S E A  L )
16

t v-

17  ’

1 8

19  \ ‘
’ • V •l

2 0  ’. V

21  
22
23
2 4
25
26  
71 

28
29
3 0
31
32  U - 8 0 - 1 0 0 ( 5 )

P a g e  2 o f  2
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STATE OF ALASKA
THE ALASKA PUBL IC U T I L I T I E S  COMMISSION

B e f o r e  C o m m i s s i o n e r s : C a r o l y n  S .  G u e s s ,  C ha i rm an  
M a r v i n  R. W e a t h e r l y  
S u san  M. K n ow le s  
S t u a r t  C. H a l l

U - 7 8 - 8 5  
ORDER NO. 6

I n  t h e  M a t t e r  o f  t h e  F i l i n g  o f  a ) 
S p e c i a l  C o n t r a c t  B e tween  t h e  )
MUNIC IPALITY OF ANCHORAGE d / b / a  ) 
MUNICIPAL LIGHT Q POWER DEPARTMENT) 
and t h e  UNITED STATES OF AMERICA ) 
d / b / a  FEDERAL AVIATION ADMINI-  ) 
STRATION )
 )

ORDER CLOSING DOCKET 
The C om m is s i o n  f i n d s  t h a t  a l l  o u t s t a n d i n g  p r o c e d u r a l  

and s u b s t a n t i v e  m a t t e r s  h a v e  b e en  d i s p o s e d  o f  i n  t h e  a b o v e -  
c a p t i o n e d  p r o c e e d i n g  and t h e r e  a r c  no a l l o c a b l e  c o s t s  u n d e r  
AS 4 2 . 0 5 . 6 5 1  and 3AAC 4 8 . 1 5 0 ( n ) - ( 1 ) .  A c c o r d i n g l y ,  t h i s  
D o c k e t  s h o u l d  be c l o s e d .

ORDER
THE COMMISSION FURTHER ORDERS, T h a t ,  D o c k e t  J - 7 8 - 8 5  i s  
c l o s e d .
DATED AND EFFECTIVE a t  A n c h o r a g e ,  A l a s k a ,  t h i s  2 1 s t  d ay  o f  
J u l y ,  1 9 8 1 .

BY DIRECTION OF THE COMMISSION 
(C o m m i s s i o n e r  S t u a r t  C. H a l l ,  n o t  p a r t i c i p a t i n g )

( S E A L )

U- 7 8 - 8 5 ( 6 )  7 / 2 1 / 8 1
Page 1 o f  1
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1 STATE OF ALASKA
2 - THE ALASKA PUBL IC  U T I L I T I E S  COMMISSION

3
4  B e f o r e  C o m m i s s i o n e r s :  C a r o l y n  S .  G u e s s ,  C h a i rm a n

M a r v i n  R .  W e a t h e r l y
5 _ S u s a n  M. K n ow le s

F t u a r t  C . H a l l
6
7 I n  t h e  M a t t e r  o f  t h e  F i l i n g  o f  )

a T a r i f f  R e v i s i o n ,  D e s i g n a t e d  a s  ) U - 8 0 - 1 0 0
8 T A 2 6 - 1 2 1 ,  b y  t h e  MUNIC IPAL ITY OF )

ANCHORAGE d / b / a  MUNICIPAL LIGHT & )
g POWER DEPARTMENT f o r  an  I n t e r i m  ) ORDER NO. 6

and  P e rm a n e n t  R a t e  I n c r e a s e  )
1 0  )
1 1 ORDER AFFIRMING BENCH ORDER GRANTING

On O c t o b e r  2 4 ,  1 9 8 0 ,  t h e  MUN IC IPAL ITY  OF ANCHORAGE
14. . d / b / a  MUNICIPAL LIGHT & POWER DEPARTMENT (ML&P) f i l e d  a

• 1 5 t a r i f f  r e v i s i o n ,  d e s i g n a t e d  as  T A 2G - 1 2 1 ,  r e q u e s t i n g  a c r o s s -
16

t h e - b o a r d  i n t e r i m  and  p e rm a n e n t  r a t e  i n c r e a s e s  o f  22 3 1  p e r -
17 c e n t  ( $ 3 , 8 0 7 , 2 2 5  i n  a d d i t i o n a l  r e v e n u e s ) .  F u r t h e r ,  t h e
18 t i l i n g  r e q u e s t e d  t h a t  t h e  u t i l i t y  be a l l o w e d  t o :
19 1 .  u s e  a 1 . 4 0 6  p r o f o r m a  d e b t  s e r v i c e  c o v e r a g e * r a t i o
2 0 w h ic h  i s  b a s e d  o n  maximum f u t u r e  d e b t  s e r v i c e  c o v e r a g e ;
2 1 2 .  im p l e m e n t  a $ 1 5  c o n n e c t i o n  c h a r g e  when p e rm a n e n t
22 r a t e  r e l i e f  i s  g r a n t e d .  The  c o n n e c t i o n  c h a r g e  r e f l e c t s
23

2 c h a n g e s  i n  t h e  c u r r e n t l y  e f f e c t i v e  s c h e d u l e  o f  f e e s  and
o  £ 24
w c h a r g e s  and  T a r i f f  R u l e  7 . 1 3 .  (ML&P T a r i f f  S h e e t s  2 9 ,
~  £  25s  S 5  4 2 ,  4 3  and  1 0 0 ) ;  and
o  v m  rcj c  on 26
to co 0  S  3 .  d e l e t e  R u l e  7 . 4  P r i m a r y  M e t e r i n g  D i s c o u n t .  (ML&P
w n  OJ
h  m tn vo 27
h  i i S i  T a r i f f  S h e e t  No .  4 3 ) .>-A ^HH 60m cm 2 Q
3  .5 <  The f i l i n g  was n o t i c e d  t o  t h e  p u b l i c  on  O c t o b e r  3 1 ,

X3 •* QJ U r-A «J C 29
3 3  “ J: 1 9 8 0 ,  w i t h  a c l o s i n g  d a t e  o f  Novembe r  2 8 ,  1 9 3 0 ,  f o r  t h eco ca a. „
3  o 30

n u f i l i n g  o f  s t a t e m e n t s  i n  s u p p o r t  o f ,  o r  i n  o p p o s i t i o n  t o ,  t h e
^ <  31(fi rvi
<  'z:
M  _ -< o  32

O

J
U - 8 0 - 1 0 0 (6  ) - ( 9 / 1 / 8 1 )  j  % \  7

Page  1 /  ^ ^ 1
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p r o p o s e d  t a r i f f  r e v i s i o n .  The C om m is s i o n  r e c e i v e d  l e t t e r s  
f r o m  M e s s r s .  Ca rmen  S m i t h  and  J .  P .  B u r r e l l  o p p o s i n g  the  
i n c r e a s e  and e x p r e s s i n g  g e n e r a l  d i s s a t i s f a c t i o n  w i t h  t h e  
u t i l i t y ' s  o p e r a t i o n s .  A t h i r d  r e s p o n s e  was f i l e d  b y  t h e  
C o a l i t i o n  f o r  E c on om ic  J u s t i c e  r e q u e s t i n g  t h a t  t h e  i n c r e a s e  
be  d e n i e d  u n l e s s  a l i f e l i n e  r a t e  was i n c o r p o r a t e d  i n t o  t h e  
o v e r a l l  r a t e  s t r u c t u r e .

O r d e r  No .  1 ,  i s s u e d  D e c em be r  3 0 ,  1 9 8 0 ,  s u s p e n d e d  
t h e  o p e r a t i o n  o f  T A 2 6 - 1 2 1  f o r  an  i n i t i a l  s i x - m o n t h  p e r i o d  
e n d i n g  J u n e  3 0 ,  1 9 8 1 ,  t o  a l l o w  t h e  C om m is s i o n  S t a f f  ( S t a f f )  
an o p p o r t u n i t y  t o  a d e q u a t e l y  i n v e s t i g a t e  t h e  t a r i f f  r e v i s i o n  
r e q u e s t .  T h a t  O r d e r  a l s o  g r a n t e d  ML&P an i n t e r i m  r e f u n d a b l e  
r a t e  i n c r e a s e  o f  2 3 . 0 7  p e r c e n t  and r e q u i r e d  t h e  u t i l i t y  t o  
f i l e  b y  F e b r u a r y  1 5 ,  1 9 8 1 ,  a p e rm a n e n t  r e v e n u e  r e q u i r e m e n t  
b a s e d  on  a 1 9 8 0  t e s t  y e a r ,  i n  a c c o r d a n c e  w i t h  t h e  f i l i n g  
r e q u i r e m e n t s  o f  3 AAC 4 8 . 2 7 5 .  T h i s  r e q u i r e m e n t  was b a s e d  on  
t h e  f a c t  t h a t  an a c r o s s - t h e - b o a r d  i n c r e a s e  o f  o n l y  3 . 4 6  p e r ­
c e n t  was s u p p o r t a b l e  by  t h e  u t i l i t y ' s  i n i t i a l  f i l i n g .  
H ow ev e r ,  S t a f f  had  a c c e s s  t o  o p e r a t i n g  r e s u l t s  f o r  t h e  
t e n -m o n t h  p e r i o d  e n d i n g  O c t o b e r  3 1 ,  1 9 8 0 ,  and d e t e rm i n e d  
t h a t  t h e  1 9 7 9  t e s t  y e a r  f i l i n g  was n o t  r e p r e s e n t a t i v e  o f  
ML&P's a c t u a l  f i n a n c i a l  p o s i t i o n ,  s t a f f ' s  o b s e r v a t i o n  was 
t h a t  an  i n c r e a s e  o f  s u b s t a n t i a l l y  m o re  t h a n  3 . 4 6  p e r c e n t  
w o u ld  be  n e e d e d  i n  o r d e r  f o r  t h e  u t i l i t y  t o  a v o i d  d e f a u l t  on 
i t s  b ond  c o v e n a n t s .  O r d e r  No .  1 a l s o  d e s i g n a t e d  t h e  S t a f f  
a s  a p a r t y  t o  t h i s  p r o c e e d i n g .

The s u p p l e m e n t a l  f i l i n g ,  r e c e i v e d  on  F e b r u a r y  1 7 ,  
1 9 8 1 ,  r e q u e s t e d  a p e rm a n e n t  r a t e  i n c r e a s e  o f  2 9 . 5 6  p e r c e n t  
p l u s  a r o l l - i n  o f  an  1 1 . 2 7C /M CF  i n c r e a s e  i n  t h e  b a s e  p r i c e  
o f  n a t u r a l  g a s .  The f i l i n g  a l s o  r e q u e s t e d  t h e  a d d i t i o n  o f  a
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1 F u e l  O i l  C o s t  R a t e  A d j u s tm e n t  (FOCRA) t o  i t s  t a r i f f  a nd  t h e
2 r e v i s i o n  o f  i t s  g a s  c o s t  r a t e  a d j u s t m e n t  c l a u s e  (G CRA ) t o
3 r e f l e c t  a b a s e  c o s t  o f  g a s  a t  8 8 . 3 1 C /M C F .
4  The s u p p l e m e n t a l  f i l i n g  was n o t i c e d  t o  t h e  p u b l i c
5 o n  Ma rch  5 ,  1 9 8 1 .  . A l t h o u g h  no  l e t t e r s  o f  p r o t e s t  w e re
6 r e c e i v e d  r e g a r d i n g  t h e  f i l i n g  s u p p l e m e n t ,  on  Ma rch  3 1 ,  1 9 8 1 ,
7 t h e  A l a s k a  C onsum e r  A d v o c a c y  P r o g r a m  (ACAP) f i l e d  a P e t i t i o n
8 To I n t e r v e n e  i n  t h i s  p r o c e e d i n g .  I n  i t s  p e t i t i o n  ACAP
9 s t a t e d ,  among o t h e r  t h i n g s ,  t h a t  i t  was a S t a t e - f u n d e d

10 p r o j e c t  d e s i g n e d  t o  r e p r e s e n t  c o n s u m e r  i n t e r e s t s  b e f o r e
11 S t a t e  r e g u l a t o r y  c o m m i s s i o n s  and  t h a t  ACAP's  i n t e r e s t s  c o u l d
12 o n l y  be  p r o t e c t e a  by  b e i n g  a l l o w e d  i n t e r v e n t i o n  i n  t h i s
13 p r o c e e d i n g  s i n c e  none  o f  t h e  e x i s t i n g  p a r t i e s  " s t r i c t l y
1 4  a d v o c a t e  t h e  c o n s u m e r  i n t e r e s t . "  ACAP P e t i t i o n ,  p .  1 .
1 5  O r d e r  No. 2 ,  d a t e d  Ma rch  2 0 ,  1 9 8 1 ,  s c h e d u l e d  a
16  p u b l i c  h e a r i n g  i n  t h i s  p r o c e e d i n g  on  A p r i l  2 3 ,  1 9 8 1 ,  i n  t h e
17  C o m m i s s i o n ' s  h e a r i n g  r o om .  O r d e r  No. 2 a l s o  e s t a b l i s h e d  t h e
18  s c h e d u l e  f o r  t h e  s u b m i s s i o n  o f  w i t n e s s  l i s t s  and  w r i t t e n
1 9  t e s t i m o n y  by  t h e  u t i l i t y  and S t a f f .  T h a t  s c h e d u l e  was
2 0  s u b s e q u e n t l y  m o d i f i e d  by  O r d e r  No .  4 t o  a l l o w  ML&P t o  l a t e
21  f i l e  t h e  t e s t i m o n y  o f  M r .  W a l t e r  F i l k i n ,  an  e x p e r t  on  t h e
22  t a x - f r e e  m u n i c i p a l  r e v e n u e  b ond  m a r k e t ,  and  t o  c o n c u r r e n t l y
23 g r a n t  an e x t e n s i o n  o f  t im e  t o  S t a f f  t o  p r e p a r e  t e s t i m o n y
24  w i t h  r e s p e c t  t o  F i l k i n ' s  t e s t i m o n y .
25  W i t h  r e g a r d  t o  ACAP's  P e t i t i o n  To I n t e r v e n e ,  t h e
26  C om m is s i o n  i n  O r d e r  No. 3 ,  i s s u e d  A p r i l  1 ,  1 9 8 1 ,  s t a t e d
27  t h a t :
23  The ACAP P e t i t i o n  To I n t e r v e n e  l a c k s  t h e  s p e c i f i c i t y

t h a t  i s  demanded b y  3 AAC 4 8 . 1 1 0 ( c )  and  f a i l s  t o  m ee t
29  t h e  s t a n d a r d  s e t  o u t  i n  U - 7 7 - 1 6 ( 2 ) .  O r d e r  No .  3 ,  p .  4 .
3 0  T h e r e f o r e ,  t h e  C om m is s i o n  r e j e c t e d  t h e  p e t i t i o n  w i t h o u t
31 p r e j u d i c e .
32
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1 On A p r i l  2 1 ,  1 98 /1 ,  ACAP f i l e d  F o rm a l  W r i t t e n
/

2 Comments r e g a r d i n g  t h e / p r o p o s e d  t a r i f f  r e v i s i o n .  ACAP c i t e d
f

3 e i g h t  a r e a s  o f  c o n c e r n  w i t h  r e g a r d  t o  T A 2 6 - 1 2 1 .  I t  was
/

4  ACAp , s  c o n t e n t i o n  t h a t :
5 1 .  R e s i d e n t i a l  c o n s u m e r s  p a y  a d i s p r o p o r t i o n a t e l y
6 h i g h e r  s h a r e  o f  i n c r e a s e d  c o n s u m p t i o n  c o s t s  t h a n  do

t

7 # i n d u s t r i a l  and c o m m e r c i a l  u s ° r s , and  t h i s  w o u ld  he
8 e x a c e r b a t e d  b y  t h e  p r o p o s e d  r a t e  i n c r e a s e .  T h e r e f o r e ,

/

9 > t h e  C onun i s s i o n  s h o u l d  i n s t i t u t e  a r a t e  r e d e s i g n  p r o -
10  c e e d i n g  a d d r e s s i n g  ML&P's e l e c t r i c  r a t e s ;
11 2 .  ML&P1s e q u i t y  p a y  o u t  u n d e r  M u n i c i p a l  O r d i n a n c e
12 A O - 9 4 - 7 6 - A  i s  u n f a i r  and  u n r e a s o n a b l e  b e c a u s e  i t  p l a c e s
13 an  u n r e a s o n a b l e  and e x c e s s i v e  b u r d e n  on  ML&P's c a p i t a l
1 4  s t r u c t u r e .  T h e r e f o r e ,  t h e  c o m m i s s i o n  s h o u l d  e l i m i n a t e
15  o r  s u b s t a n t i a l l y  r e d u c e  t h e  e q u i t y  p a y  o u t ;
16 3 .  ML&P s h o u l d  n o t  be a l l o w e d  t o  m o d i f y  t o  6 0 / 4 0  t h e
17  h y p o t h e t i c a l  d e b t / e q u i t y  r a t i o  o f  7 0 / 3 0  e s t a b l i s h e d  i n
10 U - 7 6 - 1 1 .  ACAP a s s e r t e d  t h a t  t h e  7 0 / 3 0  r a t i o  i s  more
19  r e a l i s t i c  and d o e s  n o t  p l a c e  an  undue  b u r d e n  on  r a t e -
2 0  p a y e r s ;  " ;
2 1  4 .  The c o s t  o f  d i e s e l  f u e l  t o  ML&P i s  r e l a t i v e l y
22  s m a l l ,  and  t h e  FOCRA s h o u l d  n o t  b e  im p l e m e n t e d  a t  t h i s
2 3  t im e ;
2 4  5 .  T a r i f f  R u l e  7 . 1 2 ,  Change  o f  O c c u p a n c y ,  i s  v a g u e
25  and  s h o u l d  be m o d i f i e d  t o  d e f i n e  " r e a s o n a b l e  n o t i c e "  t o
2 6  t h e  u t i l i t y .  ACAP recommended  u s e  o f  a 2 4 - h o u r  n o t i c e
27  r e q u i r e m e n t  a s  r e a s o n a b l e  n o t i c e ;
2 8  6 .  ML&P's  r e v e n u e  c a l c u l a t i o n s  do  n o t  i n c l u d e  t a x
29  s a v i n g s  a s  c o n t e m p l a t e d  b y  S e n a t e  B i l l  1 2 5 .  ACAP
30  a s s e r t e d  t h a t  t h e s e  s a v i n g s  s h o u l d  r e s u l t  i n  a l o w e r
31  r e v e n u e  r e q u i r e m e n t ;
32
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26

1 7 .  ML&P's " O t h e r  I n t e r e s t  E x p e n s e "  h a s  i n c r e a s e d
2 . s u b s t a n t i a l l y  and s h o u l d  b e  c a r e f u l l y  e x am in e d ;  and
3 3 .  The am oun t  o f  ML&P's u n c o l l e c t i b l e  a c c o u n t s  h a s
4 a l s o  i n c r e a s e d ,  and  t h e  r e a s o n s  t h e r e f o r  s h o u l d  be
5 e x a m in e d .
6 The C om m is s i o n  c o n v e n e d  i n  p u b l i c  h e a r i n g  a t
7 9 : 0 0  a . m . ,  A p r i l  2 8 ,  1 9 8 1 ,  i n  t h e  o m m i s s i o n ' s  o f f i c e  f o r
8 t h e  p u r p o s e  o f  t a k i n g  t e s t i m o r u. r e g a r d i n g  ML&P's p r o p o s e d  

t a r i f f  r e v i s i o n ,  T A 2 6 - 1 2 1 .  The  h e a r i n g  a l s o  c o n t i n u e d  on  
A p r i l  30  and  May 1 ,  1 9 8 1 .  The  h e a r i n g  was c o n d u c t e d  b e f o r e

11  C o m m i s s i o n e r  M a r v i n  R .  W e a t h e r l y ,  s e r v i n g  as  P r e s i d i n g
12  O f f i c e r ;  C o m m i s s i o n e r s  C r v* ' ' iv n  G u e s s ,  C h a i rm a n ;  and
13  S t u a r t  ’C .  H a l l .
1 4  ML&P was r e p r e s e n t e d  b y  i t s  a t t o r n e y  R o g e r  M.
13  K em ppe l  and  p r e s e n t e d  t h e  f o l l o w i n g  company  w i t n e s s e s :
18  R i c h a r d  0 .  F r y ,  F i n a n c i a l  S e r v i c e s  M a n a g e r ,  ML&P; Thomas R .
1  ̂ S t a h r ,  G e n e r a l  M anag e r ,  ML&P; Max F o s t e r ,  R e v en u e  R e q u i r e -  
18  m en t s  S u p e r v i s o r ,  ML&P; J o h n  P a r i s e n a ,  A u d i t  M an ag e r ,  A r t h u r
1 8  Y oung  & Company ;  arid W a l t e r  W. F i l k i n  c f  Van Kampen , F i l k i n
20  & M e r r i t ,  I n c . ,  i n v e s t m e n t  b a n k e r s .
3 1  S t a f f  was r e p r e s e n t e d  b y  i t s  c o u n s e J , C. B a r c l a y
22  J o n e s ,  A s s i s t a n t  A t t o r n e y  G e n e r a l ,  and  p r e s e n t e d  a s  w i t n e s s e s :
2 3  C a r o l y n  L .  E v a n s ,  U t i l i t y  F i n a n c i a l  A n a l y s t  I I I ;  and  R o b e r t  J .
2 4  B a r b e r ,  U t i l i t i e s  E n g i n e e r  I I I .
7 3  A l s o  a t t e n d i n g  t h e  h e a r i n g  w e r e  s e v e r a l  o f  t h e

u t i l i t y ' s  c o n s u m e r s ,  members  o f  t h e  medic . ,  and  ACAP, r e p r e -
2 /  s e n t e d  b y  i t s  a t t o r n e y  and  d i r e c t o r ,  D e b o r a h  L e e  W i l l i a m s .
28  On May 6, 1 9 8 1 ,  ACAP f i l e d  P o s t - H e a r i n g  W r i t t e n
28  Comments w h ic h  r e q u e s t e d ,  among o t h e r  t h i n g s ,  t h a t  t h e  Com-
3 m i s s i o n  g r a n t  ML&P an i n c r e a s e  o f  n o t  m o re  t h a n  2 4 . 2 4  p e r -
3 1  c e n t .
3 2
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1 On May 1 8 ,  1 9 8 1 ,  t h e  C om m is s i o n  i s s u e d  a Bench
2 O r d e r  i n  t h i s  p r o c e e d i n g  a c k n o w l e d g i n g  t h e  n e c e s s i t y  f o r
3 p r i o r i t y  a c t i o n  i n  e s t a b l i s h i n g  p e rm a n e n t  r a t e s  f o r  ML&P
4 b e f o r e  J u n e  1 ,  1 9 8 1 ,  i n  o r d e r  f o r  t h e  u t i l i t y  t o  be  a b l e  t o
5 s e l l  a $ 1 4  m i l l i o n  b ond  i s s u e .  The B en ch  O rd e c  ^ a n t e d  t h e
6 u t i l i t y  an  a c r o s s - t h e - b o a r d  2 8 . 0 6  p e r c e n t  i n c r e a s e  t o  i t s
7 e x i s t i n g  r e c u r r i n g  p e rm a n e n t  r a t e s ,  e f f e c t i v e  f o r  b i l l i n g s
8 r e n d e r e d  on  o r  a f t e r  J u n e  1 ,  1 9 8 1 .  The Bench  O r d e r  a l s o
9 n o t i f i e d  t h e  p a r t i e s  t h a t  t h e  Commis on  w o u ld  s u b s e q u e n t l y

10  i s s u e  a f o r m a l  o r d e r  s e t t i n g  f o r t h  i t s  f i n d i n g s  o f  f a c t  anc.
11  c o n c l u s i o n s  o f  l a w  r e g a r d i n g  t h e  2 8 . 0 6  p e r c e n t  p e rm a n e n t
12  r a t e  i n c r e a s e .

13 B e c a u s e  o f  t h e  p r e s s i n g  w o r k l o a d  o f  t h e  C om m i s s i o n ,
1 4  O r d e r  N o .  5 e x t e n d e d  t h e  s u s p e n s i o n  p e r i o d  i n  t h i s  p r o c e e d i n g
15  u n t i l  S e p t e m b e r  1 ,  1 9 8 1 .
16  REVENUE REQUIREMENT
1 /  D u r i n g  t h e  h e a r i n g  ML&P amended i t s  r e q u e s t  f o r  a.
18  p e rm a n e n t  r a t e  i n c r e a s e  t o  r e f l e c t  a d e c r e a s e  i n  o p e r a t i n g
19  e x p e n s e s  a s  a r e s u l t  o f  HCSSB 1 2 5 ,  s e c .  2 Ch 6 SLA 1 9 8 1 .
20  The r e v i s e d  r e v e n u e  r e q u i r e m e n t ,  $ 2 4 , 0 1 3 , 3 5 7  f o r  t h e  t e s t
2 1  y e a r  e n d ed  D ec em be r  3 1 ,  1 9 8 0 ,  was s u p p o r t e d  b y  S t a f f .  I n
22  i t s  p o s t  h e a r i n g  comments  ACAP p r o p o s e d  a r e d u c t i o n  i n  t h e
23 u t i l i t y ' s  r e v e n u e  r e q u i r e m e n t  t o  d e c r e a s e  d e p r e c i a t i o n
2 4  e x p e n s e  and t h e  r e t u r n  on  r a t e  b a s e .
25  Ope r a t i n g  E x p e n s e s
26  ' U n d e r  c r o s s - e x a m i n a t i o n ,  S t a f f  w i t n e s s  E van s
2 7  r e s p o n d e d  t o  q u e s t i o n s  r a i s e d  b y  ACAP i n  i t s  F o rm a l  W r i t t e n
2 0  Commen ts .  The  c a t e g o r i e s  o f  o p e r a t i n g  e x p e n s e s  t a r g e t e d  b y
29  ACAP a s  q u e s t i o n a b l e  b e c a u s e  o f  t h e i r  p e r c e n t a g e  i n c r e a s e
3 0  o v e r  1 9 7 9  c o s t s  w e r e  e x am in e d  b y  E v a n s  d u r i n g  t h e  S t a f f ' s
3 1  a u d i t .  The C om m is s i o n  i s  s a t i s f i e d  by  S t a f f  r e s p o n s e  t h a t
3 2
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t h e  i n c r e a s e s  i n  t r a n s m i s s i o n ,  a d m i n i s t r a t i v e  and  g e n e r a l  vs
a n d . u n c o l l e c t i b l e  a c c o u n t  e x p e n s e s  a r e  s u b s t a n t i a t e d  and  
r e a s o n a b l e .  I n  a d d i t i o n ,  t h e  C om m is s i o n  a g r e e s  t h a t  t h e  
r e q u e s t  o f  ML&P t o  r e f l e c t  a b a s e  p r i c e  o f  g a s  a t  88 .31< : /MCF 
f o r  t h e  1 9 8 0  t e s t  y e a r  c o n f o rm s  t o  C om m is s i o n  p o l i c y .  
D e p r e c i a t i o n

I n  t h e  u t i l i t y ' s  f i l i n g ,  t h e  a s s e t  l i v e s  o f  t h e  
S te am  P r o d u c t i o n  P l a n t  and  A c c o u n t  3 9 2 ,  G e n e r a l  P l a n t ,  w e re  
n o t  i n  c o m p l i a n c e  w i t h  C om m is s i o n  O r d e r  No .  10 i n  U - 7 6 - 1 1 .
I n  h i s  p r e - f i l e d  t e s t i m o n y ,  S t a f f  w i t n e s s  B a r b e r  recommended 
t h a t  t h e  C om m is s i o n  a f f i r m  i t s  d e c i s i o n  i n  t h a t  D o c k e t  w h ic h  
p r o v i d e d  f o r  t h e  u s e  o f  t h e  i n i d - p o i n t  o f  t h e  IR S  d e p r e c i a t i o n  
g u i d e l i n e s  f o r  a l l  p l a n t  c a t e g o r i e s  e x c e p t  A c c o u n t  3 4 3 ,  g a s  
t u r b i n e s ,  a b s e n t  a d e p r e c i a t i o n  s t u d y .  B e c a u s e  S t a f f  b e l i e v e d  
t h e  am oun t  o f  i t s  p r o p o s e d  a d j u s t m e n t  t o  d e p r e c i a t i o n  e x p e n s e  
w o u ld  n o t  h ave  a m a t e r i a l  e f f e c t  on  t h e  u t i l i t y ' s  r e v e n u e  
r e q u i r e m e n t ,  S t a f f  r e commended  t h a t  f u t u r e  p r o c e e d i n g s  s h o u l d  
r e f l e c t  t h e  d e p r e c i a t i o n  l i v e s  e s t a b l i s h e d  b y  U - 7 6 - 1 1 ( 1 0 ) .

The u t i l i t y  d e f e n d e d  i t s  p r o p o s e d  a s s e t  l i f e  o f  
t h e  S te am  P r o d u c t i o n  P l a n t  t h r o u g h  t e s t i m o n y  o f  G e n e r a l  
M anag e r  S t a h r .  He t e s t i f i e d  t h a t  b e c a u s e  t h e  s t e am  p l a n t  
and  g a s  t u r b i n e  a r e  o p e r a t e d  t o g e c h e r ,  i . e . ,  a b s e n t  t h e  g a s  
t u r b i n e  t h e  s t e am  p l a n t  d o e s  n o t  f u n c t i o n ,  a u n i f o r m  l i f e  
f o r  b o t h  i s  r e a s o n a b l e .  S t a h r  d i d  a c k n o w l e d g e  t h a t  t h e  
s t e am  pxan t .  h a s  a l o n g e r  l i f e  t h a n  t h e  g a s  t u r b i n e .  When 
q u e s t i o n e d  a b o u t  r e p l a c i n g  t h e  g a s  t u r b i n e  and t h e r e b y  
c o n t i n u i n g  t h e  u s e f u l n e s s  o f  t h e  s t e am  p l a n t ,  he s t a t e d  t h a t  
i n  c o n s i d e r a t i o n  o f  t h e  F u e l  U se  A c t  and  t h e  u n c e r t a i n t y  o f  
a v a i l a b l e  n a t u r a l  g a s  s u p p l i e s  i n  1 5 - 1 6  y e a r s ,  t h e r e  i s  no 
g u a r a n t e e  t h a t  a r e p l a c e m e n t  g a s - f i r e d  u n i t  w o u ld  be  p u r c h a s e d .  
I n  S t a h r ' s  j u d g m e n t ,  when t h e  g a s  t u r b i n e  i s  r e t i r e d ,  t h e  
s t e am  p l a n t  w i l l  n o t  b e  u s e f u l .

U - 8 0 - 1 0 0 ( 6 )
P a g e  7
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1 D u r i n g  c r o s s - e x a m i n a t i o n  S t a f f  d i d  a g r e e  t h a t  t h e
2 o p e r a t i o n  o f  l  s t e am  p l a n t  d e p e n d s  on  t h e  e x i s t e n c e  o f  t h e
3 g a s  t u r b i n e .  The s t e am  p l a n t  was n o t  i n c l u d e d  on  t h e  d e p r e c i -
4  a t i o n  s c h e d u l e  i n  U - 7 6 - 1 1 ;  and  t h e r e  h a s  b e e n  no d e p r e c i a t i o n
5 s t u d y  p e r f o r m e d  o n  e i t h e r  o f  t h e s e  u n i t s .  T h e r e f o r e ,  S t a f f ,
6 i n  c o m p l i a n c e  w i t h  t h e  p r e v i o u s  C om m is s i o n  d e c i s i o n ,  r ecommended
7 a u s e f u l  l i f e  o f  2 8  y e a r s  a s  o p p o s e d  t o  16  2 / 3  y e a r s  p r o p o s e d
8 b y  ML&P.
5 The  e f f e c t  o f  S t a f f ' s  p r o p o s a l  t o  a d j u s t  t h e

10  d e p r e c i a t i o n  l i f e  o f  t h e  s t e am  p l a n t  r e p r e s e n t s  a p p r o x i -
1 1  m a t e l y  1 p e r c e \ t  o f  t h e  r e v e n u e  r e q u i r e m e n t .  The C om m is s i o n
12  c o n c u r s  t h a t  f o r  t h e  p u r p o s e  o f  t h i s  p r o c e e d i n g  no  a d j u s t -
13  men t  t o  t h e  r e v e n u e  r e q u i r e m e n t  i s  w a r r a n t e d .  H ow e v e r ,  t h e
1 4  i s s u e  o f  t h e  a p p r o p r i a t e  l i f e  f o r  t h e  s t e a m  p l a n t  r e q u i r e s
1 3  r e s o l u t i o n .  The C om m is s i o n  i s  p e r s u a d e d ,  a t  t h i s  t im e ,  t h a t
10  t h e  u t i l i t y ' s  a r g um en t  i n  s u p p o r t  o f  a u n i f o r m  l i f e  f o r  t h e
17  s t e am  p l a n t  and t h e  g a s  t u r b i n e  i s  r e a s o n a b l e .  S i n c e  t h e
1 8  C om m is s i o n  a c c e p t e d  a s h o r t e r  l i f e  f o r  t h e  g a s  t u r b i n e s  i n
15  U - 7 6 - 1 1  b e c a u s e  t h e y  a r e  u s e d  a s  b a s e  l o a d  r a t h e r  t h a n  f o r
2 0  p e a k i n g ,  i t  f o l l o w s  tha t '  t h e  s h o r t e r  l i f e  f o r  t h e  S team
21  P r o d u c t i o n  P l a n t  A c c o u n t  i s  c o n s i s t e n t .  I t  may b e ,  c o n -
2 2  s i d e r i n g  t h e  t e s t i m o n y  o f  S t a h r  r e g a r d i n g  t h e  d i l em m a  f a c i n g
2 3  t h e  u t i l i t y  i n  m a i n t a i n i n g  c o n t i n u i n g  p r o p e r t y  r e c o r d s  o f
2 4  i t s  g e n e r a t i o n  p l a n t ,  t h a t  a d e p r e c i a t i o n  s t u d y  s h o u l d  be
2 5  u n d e r t a k e n .  The C om m is s i o n  i s  h e s i t a n t  t o  o r d e r  a s t u d y  a t
2 0  t h i s  t im e  b e c a u s e  o f  t h e  f i n a n c i a l  p o s i t i o n  o f  t h e  u t i l i t y .
^7 i t  w i l l  r e s e r v e  t h e  r i g h t  t o  do s o  i . i t h e  f u t u r e ,  h ow e v e r ,
2 8  and  t o  a d j u s t  t h e  l i v e s  o f  t h e  g a s  t u r b i n e s  and s t e am  p l a n t
2 5  a c c o r d i n g l y .
3 0  R a t e  o f  R e t u r n

The u t i l i t y  p r e s e n t e d  two  w i t n e s s e s ,  F r y e  and  
32  F o s t e r ,  t o  s u p p o r t  i t s  r e q u e s t  t h a t  a h y p o t h e t i c a l  c a p i t a l

v
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1 s t r u c t u r e  o f  60  p e r c e n t  d e b t  and  4 0  p e r c e n t  e q u i t y  be  g r a n t e d
2 i n  t h i s  p r o c e e d i n g .  The u t i l i t y  t e s t  y e a r  c a p i t a l  s t r u c t u r e
3 o f  7 . 0 4 4 6  p e r c e n t  d e b t  and  15 p e r c e n t  e q u i t y ,  a l l o w e d  i n
4  U - 7 9 - 1 3 ,  r e s u l t s  i n  a w e i g h t e d  c o s t  o f  c a p i t a l  o f  1 0 . 2 2 6 7  p e r -
5 c e n t .  The  u t i l i t y ,  t e s t i f i e d  t h a t  an  a p p r o p r i a t e  r a t e  o f
6 r e t u r n  m u s t  be d e t e rm i n e d  b y  ML&P's  a b i l i t y  t o  a t t r a c t  new
7 d e b t  c a p i t a l .  I t  c o n t e n d e d  t h a t  i t s  r e q u e s t e d  r e t u r n  w o u ld
8 a l l o w  ML&P t o  c e l l  $ 1 4  m i l l i o n  o f  r e v e n u e  b ond s  w h i c h  i s
9 r e q u i r e d  t o  f i n a n c e  t h e  im m e d i a t e  c o n s t r u c t i o n  n e e d s  o f  t h e

10  u t i l i t y .  W i t h o u t  r e v e n u e  f r o m  t h e  b ond  s a l e  t h e  u t i l i t y
11 t e s t i f i e d  t h a t  t h e  p l a n n e d  c o n s t r u c t i o n  c o u l d  n o t  p r o c e e d .
12 G e n e r a l  M anag e r  S t a h r  t e s t i f i e d  t h a t  t h e  p r o p o s e d
13  im p r o v e m e n t s  a r e  i n  t h r e e  a r e a s ;  t r a n s m i s s i o n ,  d i s t r i b u t i o n
14 and  g e n e r a l  p l a n t .  The  t r a n s m i s s i o n  im p r o v e m e n t s ,  he s t a t e d ,
15  a r e  t o  i n c r e a s e  r e l i a b i l i t y  a n d ' r e d u c e  l i n e  l o s s .  The m a j o r
16  d i s t r i b u t i o n  im p r o v e m e n t s  a r e  n e e d e d  t o  g r a d u a l l y  r e t i r e  t h e
17  d i s t r i b u t i o n  v o l t a g e  i n  t h e  o l d e r  a r e a  o f  t own ,  i . e . ,  t h e
10 downtown b u s i n e s s  a r e a ,  i n  o r d e r  t o  s e r v e  t h e  l a r g e r  com -
19  m e r c i a l  b u i l d i n g s  p l a n n e d  i n  t h e  a r e a  d e f i n e d  as b o u n d e d  by
20  T h i r d  Avenue  t o  t h e  n o r t h ,  S i x t h  Avenue  t o  t h e  s o u t h ,  G a m b e l l
2 1  S t r e e t  t o  t h e  e a s t ,  a n d  L S t r e e t  t o  t h e  w e s t .  I n  a d d i t i o n ,
22  t h e  a i r p o r t  a r e a  w i l l  a l s o  r e c e i v e  d i s t r i b u t i o n  im p r o v e m e n t s .
23 S t a h r  t e s t i f i e d  t h a t  m a j o r  e x p e n d i t u r e s  f o r  ma in  g e n e r a t i n g
24  u n i t s  w e r e  n o t  p r o p o s e d  a t  t h i s  t im e ;  h o w e v e r ,  b o t h  g e n e r a t i . o n -
25  r e l a t e d  e x p e n d i t u r e s  and  m o n i e s  f o r  t h e  e n g i n e e r i n g  r e q u i r e d
26  t o  d e t e r m i n e  t h e  u t i l i t y ' s  n e x t  p e a k i n g  u n i t  w ou ld  em an a t e
27  f r o m  th e  p r o p o s e d  b ond  s a l e .  S t a h r  s t a t e d  t h a t  t h e  p r i o r i -
28  t i e s  o f  t h e  ML&P c u s t o m e r s  l ie h a s  t a l k e d  t o  a r e  r e l i a b i l i t y
29  o f  s e r v i c e  and u n d e r g r o u n d i n g  o f  t h e  d i s t r i b u t i o n  s y s t e m .
30  He c o n c e d e d  t h a t  t h e  c o n s u m e r s  w a n t  g o o d  e l e c t r i c  s e r v i c e  a t
31  t h e  l o w e s t  p o s s i b l e  c o s t  b u r  p a r a m o u n t  i n  t h e i r  m ind  i s
32  r e l i a b l e  s e r v i c e ;  and he  t e s t i f i e d  he b e l i e v e s  t h e y  a r e

U - 0 0 - 1 0 0 (6)
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1 w i l l i n g  t o  p a y  f o r  i t .  I n  h i s  p r o - f i l e d  t e s t im o n y ,  S t a h r
2 d i s c u s s e d  t h e  p a s t  d e c i s i o n s  o f  ML&P t o  h o l d  r a t e s  down a t
3 t h e  e x p e n s e  o i  b u i l d i n g  e q u i t y .  T o d a y ,  h ow e v e r ,  t h e  u t i l i t y
4  h a s  f o u n d  t h a t  w h i l e  a t t r a c t i v e  i n  t h e  s h o r t  r u n ,  t h i s
5 p h i l o s o p h y  c a n  be f i n a n c i a l l y  d i s a s t r o u s  and must  b e  c h a n g e d .
6 H i s  t e s t i m o n y  s u p p o r t e d  t h a t  o f  f i n a n c i a l  w i t n e s s e s  F o s t e r
7 and F r y e  t h a t  t h e  downward  e q u i t y  s p i r a l  o f  ML&P s i n c e  1 9 7 6
0 m u s t  be  r e v e r s e d .
9 ML&P h a s  s u f f e r e d  e q u i t y  a t t r i t i o n  i n  e v e r y  y e a r

1 0  e x c e p t  1 9 7 8  f o r  t h e  l a s t  f i v e  y e a r s .  A c c o r d i n g  t o  w i t n e s s
1 1  F o s t e r ,  ML&P's e q u i t y  c a p i t a l  was 2 1 . 1  p e r c e n t  i n  .1976 and
12  d u r i n g  t h e  t e s : t  y e a r  i t  was 1 0 . 6  p e r c e n t .  F o s t e r  r e c a l l e d
13  t h a t  i n  D o c k e t  U - 7 9 - 1 3 ,  t h e  l a s t  p e rm a n e n t  r a t e  r e q u e s t  o f
1 4  ML&P, t h e  r e t u r n  r e q u e s t e d  and g r a n t e d  was d e r i v e d  a f t e r
15  d e t e r m i n i n g  t h e  d e b t  s e r v i c e  c o v e r a g e  r e q u i r e d  t o  s e l l
1 0  a d d i t i o n a l  r e v e n u e  b o n d s  and  n o t e d  t h e  s i m i l a r i t y  t o  t h e
17  i n s t a n t  p r o c e e d i n g .  F o s t e r  n o t e d  t h a t  b e c a u s e  t h e  r a t e  b a s e
1 0  i s  c o n s i d e r a b l y  l a r g e r  t h a n  t h a t  i n  1 9 7 8 ,  t h e  u t i l i t y  l i a s
1 9  r e q u e s t e d  t h e  same r e t u r n  on e q u i t y  ( 1 5  p e r c e n t )  a l l o w e d  i n
20  U - 7 6 - 1 1 .
2 1  F r y e ' s  p r e - f i l e d  t e s t i m o n y  p r o v i d e d  h i s t o r i c  and
22  f u t u r e  c a l c u l a t i o n s  o f  d e b t  s e r v i c e  c o v e r a g e  wh ich  s u p p o r t e d
2 3  t h e  u t i l i t y ' s  c o n t e n t i o n  t h a t  i n  o r d e r  t o  m a r k e t  i t s  $ 1 4  m i l l i o n
2 4  b ond  i s s u e ,  a p e rm a n e n t  r a t e  i n c r e a s e  i n  t h e  m a g n i t u d e  o f
2 5  t h e  u t i l i t y ' s  r e q u e s t  was " b a d l y  n e e d e d . "  F r y e  a l s o  i n d i c a t e d
2 6  h i s  c o n c e r n  a b o u t  t h e  d e t e r i o r a t i o n  o f  ML&P's e q u i t y  r a t i o
2 7  d u r i n g  t h e  l a s t  f i v e  y e a r s  and  t h e  n e ed  f o r  ML&P t o  i n c r e a s e
2 8  i t s  DSC i n  o r d e r  t o  k e e p  i t s  Baa  b ond  r a t i n g .  F o s t e r  a s
2 9  w e l l  a s  F i l k i n  d i s c u s s e d  t h e  r e l a t i o n s h i p  be tween  t h e  i n t e r e s t
3 0  r a t e  t o  be  p a i d  on  a b ond  i s s u e  and  t h e  b ond  r a t i n g  o f  t h e
3 1  u t i l i t y .  B o t h  a r g u e d  t h a t  a h i g h e r  bond  r a t i n g  i s  m o re
3 2  b e n e f i c i a l  t o  t h e  c o n s u m e r  b e c a u s e  t h e  r e s u l t a n t  i n t e r e s t  

r a t e  i s  g e n e r a l l y  l o w e r .
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1 I n  h e r  p r e - f i l e d  t e s t i m o n y ,  S t a f f  w i t n e s s  E v an s
2 t e s t i f i e d  t h a t  t h e  a p p l i c a t i o n  o f  a n y  r e t u r n  c^ e q u i t y  t o  a
3 m u n i c i p a l  e n t i t y  i s  a m i s c o n s t r u c t i o n  o f  t h e  t h e o r y  b e h i n d
4 f a i r  and r e a s o n a b l e  r a t e s .  T h e r e f o r e ,  t h e  S t a f f  s u p p o r t e d
5 ML&P's  r e v e n u e  r e q u i r e m e n t  b a s e d  on t h e  n e c e s s a r y  d e b t
5 s e r v i c e  c o v e r a g e  r e q u i r e d  t o  im p r o v e  and  s t a b i l i z e  t h e
7 d e b t / e q u i t y  r a t i o  o f  ML&P. U n d e r  c r o s s - e x a m i n a t i o n ,  a s  w e l l
8 a s  i n  h e r  p r e - f i l e d  t e s t i m o n y ,  E v an s  p r e s e n t e d  a v e r y  t h o u g h t -
9 f u l ,  a r t i c u l a t e  a n a l y s i s  t o  s u p p o r t  S t a f f ' s  p o s i t i o n .  S i n c e

10  ML&P's f i n a n c i n g  i s  p r i m a r i l y  d e p e n d e n t  on  i t s  a b i l i t y  t o
11  a t t r a c t  d e b t  a t  t h e  l o w e s t  p o s s i b l e  i n t e r e s t  r a t e ,  i t s  r a t e
12 o f  r e t u r n  s h o u l d  b e  b a s e d  on  t h e  demands o f  d e b t  f i n a n c i n g .
13 As a m u n i c i p a l  u t i l i t y  t h e  e q u i t y  o f  ML&P i s  p r o v i d e d  t h r o u g h
14  r e t a i n e d  e a r n i n g s .  T h e r e f o r e ,  i n  t h e  t r a d i t i o n a l  s e n s e ,
15  ML&P d o e s  n o t  h a v e  t o  a t t r a c t  e q u i t y  c a p i t a l  n o r  b e  c o n c e r n e d
16  w i t h  w i t h d r a w a l  o f  p r e s e n t  e q u i t y  b y  s t o c k h o l d e r s .  T h u s ,
17 E v a n s  s t a t e d ,  " a n y  a r g u m e n t  b a s e d  on  a r e t u r n  on  e q u i t y  t o
18 ML&P i s  a c a d e m i c - - . i t  i s  n o t  r e l e v e n t  t o  th e  a c t u a l  s i t u a t i o n . "
19  S t a f f  b e l i e v e s  i t s  m e th od  o f  d e t e r m i n i n g  a r e a s o n a b l e  r e t u r n
2 0  t o  b e  m o re  a p p r o p r i a t e  t o  ML&P's s i t u a t i o n .
21  I n  d i s c u s s i n g  i t s  p r o p o s e d  a l t e r n a t i v e  t o  t h e
22 t r a d i t i o n a l  r a t e  o f  r e t u r n  c a l c u l a t i o n ,  S t a f f  t e s t i f i e d  t h a t
23 ML&P m u s t  be a b l e  t o  m e e t  a l l  t h e  r e q u i r e m e n t s  o f  i t s  c u r r e n t
24  b ond  c o v e n a n t s  and  m a i n t a i n  f i n a n c i a l  s t a b i l i t y  i n  o r d e r  t o
25  s e l l  a d d i t i o n a l  r e v e n u e  b o n d s .  T h i s  d o e s ,  a c c o r d i n g  t o
26  S t a f f ,  p r e s e n t  two p r o b l e m s  t h a t  s h o u l d  be  a d d r e s s e d .  One ,
27  i n  o r d e r  t o  p r o v i d e  r e v e n u e  s u f f i c i e n t  f o r  DSC i n  a d v a n c e  o f
28  a b ond  s a l e ,  r a t e s  m u s t  be  r a i s e d  b e f o r e  ML&P b ecomes  l i a b l e
29  f o r  t h e  d e b t  s e r v i c e .  T h u s ,  a  1 . 2 5  DSC on  p r o f o r m a  d e b t
3 0  m u s t  be  u s e d  t o  e s t a b l i s h  t h e  r e v e n u e  r e q u i r e m e n t .  Two,
31  t h i s  r e s u l t s  i n  t h e  c u r r e n t  r a t e p a y e r s  p r o v i d i n g  m o n i e s  f o r
3 2  n o t  o n l y  p l a n t  u n d e r  c o n s t r u c t i o n  b u t  a l s o  b e f o r e  c o n s t r u c t i o n
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o f  new p l a n t  h a s  b e g u n .  S t a f f  o b s e r v e d  t h a t  t h e  g e n e r a l  
p o l i c y  o f  t h e  C om m is s i o n ,  i n  t h e  t r a d i t i o n a l  r a t e  o f  r e t u r n  
s c e n a r i o ,  h a s  b e e n  t o  d i s a l l o w  a r e t u r n  on  c o n s t r u c t i o n  w o r k  
i n  p r o g r e s s .  I n  s p i t e  o f  t h e s e  p r o b l e m s ,  S t a f f  b e l i e v e s  
t h a t  d e b t  s e r v i c e  c o v e r a g e  i s  t h e  a p p r o p r i a t e  b a s i s  f o r  
d e t e r m i n i n g  ML&P's r e v e n u e  r e q u i r e m e n t .

I f  i t s  a p p r o a c h  t o  t h e  a p p r o p r i a t e  r e t u r n  f o r  ML&P 
i s  a c c e p t e d ,  S t a f f  b e l i e v e s  t h e r e  s h o u l d  be  a c o n t r o l  mechan ism  
t o  e n s u r e  t h a t  t h e  d e b t  i n c u r r e d  b y  t h e  u t i l i t y  i s  r e a s o n a b l e  
and r e q u i r e d .  S t a f f  r e commended  t h a t  a r e v i e w  o f  ML&P's 
c o n s t r u c t i o n  p r a c t i c e s  b e  p e r f o r m e d  b y  a S t a f f  c o n s u l t a n t  t o  
d e t e r m i n e  t h a t  t h e  c o n s t r u c t i o n  p l a n n i n g  p r o c e d u r e s  and 
d e c i s i o n s  o f  t h e  u t i l i t y  do n o t  a l l o w  f o r  u n n e c e s s a r y  o r  
c o s t  i n e f f e c t i v e  e x p e n d i t u r e s  o f  m o n i e s .

B e c a u s e  S t a f f  b e l i e v e s  i t  i s  n e c e s s a r y  t o  r e b u i l d  
ML&P's  e q u i t y ,  i t  recommended  a DSC o f  1 . 4 8  w h ic h  s u p p o r t s  
t h e  u t i l i t y ' s  r e v e n u e  r e q u i r e m e n t .  I n  a d d i t i o n ,  S t a f f  
r ecommended  t h a t  ML&P b e  r e q u i r e d  t o  c a p i t a l i z e  i n t e r e s t  on  
i t s  c u r r e n t  and  f u t u r e  c o n s t r u c t i o n  b e c a u s e  i t  w o u ld  p o s ­
i t i v e l y  a f f e c t  t h e  e q u i t y  p o s i t i o n  o f  t h e  u t i l i t y  and  b e c a u s e  '
i t  r e d u c e s  t h e  amount- o f  i n t e r e s t  e x p e n s e d ,  w h i c h  i n  t u r n

8
r e d u c e s  t h e  r e v e n u e  r e q u i r e m e n t ;  t h i s  p r a c t i c e  w o u ld  b e n e f i t  
c u r r e n t  r a t e p a y e r s  w i t h o u t  a f f e c t i n g  f u t u r e  r a t e p a y e r s .
H ow e v e r ,  S t a f f  n o t e d  t h i s  r e c o m m e n d a t i o n  and i t s  s u p p o r t  
a s sum es  r a t e s  b a s e d  s t r i c t l y  on  DSC. A r e v e r s i o n  t o  t r a d ­
i t i o n a l  r a t e m a k i n g  s t a n d a r d s ,  i . e . ,  r e t u r n  on  r a t e  b a s e ,  
w o u ld  mean t h a t  c a p i t a l i z a t i o n  o f  i n t e r e s t  w o u ld  s e r i o u s l y  
a f f e c t  r a t e s .  I n  a d d i t i o n ,  S t a f f  t e s t i f i e d  t h a t  i n  O c t o b e r ,  
1 9 7 9 ,  t h e  F i n a n c i a l  A c c o u n t i n g  S t a n d a r d s  B o a r d  i s s u e d  i t s  
S t a t e m e n t  No .  3 4  w h ic h  made c a p i t a l i z a t i o n  o f  i n t e r e s t  a 
g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e .
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1 S t a f f  a l s o  r ecommended  t h a t  a r e s t r i c t i o n  o f
fa '

2 d i v i d e n d s  p a i d  t o  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  be p l a c e d
3 u pon  ML&P u n t i l  i t  a c h i e v e s  an  8 0 / 2 0  d e b t / e q u i t y  r a t i o .
4  S t a f f  p r e p a r e d  a p r o f o r m a  e f f e c t  o f  i t s  r ecommended  r a t e
5 i n c r e a s e  on  r e t a i n e d  e a r n i n g s  a f t e r  o n e  y e a r  i f  ML&P's
6 i n t e r e s t  was c a p i t a l i z e d  and  no d i v i d e n d  a c c r u e d  t o  t h e  o l d
7 c i t y  s e r v i c e  a r e a .  The r e s u l t ,  a c c o r d i n g  t o  E v a n s ,  w o u ld  be
8 an  a n t i c i p a t e d  d e b t / e q u i t y  r a t i o  o f  8 8 / 1 2 .
9 Two o f  S t a f f ' s  r e c o m m e n d a t i o n s ,  a c o n s t r u c t i o n

10  p r a c t i c e s  r e v i e w  and a r e s t r i c t i o n  on  d i v i d e n d  p a y  o u t ,
11  e v o k e d  r e s p o n s e  f r o m  t h e  u t i l i t y  u n d e r  c r o s s - i  l a m i n a t i o n  and
12 i n  i t s  c l o s i n g  s t a t e m e n t .  G e n e r a l  M anag e r  S t a h r  s t a t e d  t h a t
13  he b e l i e v e d  t h e  S t a f f  r e c o m m e n d a t i o n  f o r  a " l i m i t e d  managemen t
1 4  a u d i t  o f  c o n s t r u c t i o n  p r a c t i c e s "  was u n n e c e s s a r y  b e c a u s e  i t
15  i s  d u p l i c a t i v e  o f  t h e  r e v i e w  and a n a l y s i s  r e q u i r e d  t o  r e c e i v e
16  an i n d e p e n d e n t  e n g i n e e r ' s  c e r t i f i c a t i o n ,  a p r e r e q u i s i t e
17  b e f o r e  p r o s p e c t i v e  b o n d s  c a n  be s o l d .  A c e r t i f i e d  p r o f e s -
1 0  s i o n a l  e n g i n e e r  m u s t  a t t e s t  t o  t h e  n e e d  f o r ,  and  t h e  c o s t s
19  a s s o c i a t e d  w i t h ,  t h e  p r o j e c t e d  f a c i l i t i e s .  S t a h r  t e s t i f i e d
2 0  t h a t  t h e  u t i l i t y  was w i l l i n g  t o  p r o v i d e  a n y  a v a i l a b l e  d o c u -
2 1  m e n t a t i o n  t h e  S t a f f  w o u ld  r e q u i r e  i n  o r d e r  t o  s a t i s f y  i t s e l f
2 2  t h a t  a p r o s p e c t i v e  bond  s a l e  was i n  t h e  p u b l i c  i n t e r e s t  and
23  n e c e s s a r y  t o  p r o v i d e  r e l i a b l e  s e r v i c e  t o  t h e  u t i l i t y ' s
2 4  s e r v i c e  a r e a .  I n  a d d i t i o n ,  t e s t i m o n y  was r e c e i v e d  t h a t  a
2 5  l e n g t h y  r e v i e w  p r o c e s s  b o t h  i n t e r n a l  t o  t h e  u t i l i t y  and
26  w i t h i n  t h e  m u n i c i p a l  a d m i n i s t r a t i o n  a d d r e s s e s  t h e  n e ed  f o r
27  t h e  p r o p o s e d  c o n s t r u c t i o n .  I n  a d d i t i o n ,  t h e  A d v i s o r y
2 8  C om m i t t e e  o f  t h e  u t i l i t y  a s  w e l l  a s  t h e  B o r o u g h  A s s em b ly
29  m u s t  a p p r o v e  a p r o s p e c t i v e  b ond  s a l e .
30  S t a f f  E n g i n e e r  B a r b e r  was q u e s t i o n e d  r e g a r d i n g  t h e
31  n e ed  f o r  a r e v i e w  o f  c o n s t r u c t i o n  p r a c t i c e s  o f  t h e  u t i l i t y
32  f r o m  a t e c h n i c a l  s t a n d p o i n t .  He i n d i c a t e d  t h a t ,  i n  h i s
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o p i n i o n ,  n e i t h e r  u n n e c e s s a r y  f a c i l i t i e s  n o r  u n r e a s o n a b l e  
c o s t s  w e r e  a s s o c i a t e d  w i t h  t h e  p r o p o s e d  bond  s a l e .  As an 
e n g i n e e r ,  he s t a t e d  he w o u ld  a c c e p t  t h e  o p i n i o n  o f  t h e  
i n d e p e n d e n t  p r o f e s s i o n a l  e n g i n e e r  who c e r t i f i e d  t h a t  c o n ­
s t r u c t i o n  i s  n e e d e d  and  w e l l - p l a n n e d .  B a r b e r  t e s t i f i e d  he 
was n e v e r  d e n i e d  a c c e s s  t o  a n y  i n f o r m a t i o n  o f  t h e  u t i l i t y .
I n  c o n j u n c t i o n  w i t h  D o c k e t  U - 7 1 - 1 6 ,  I n  t h e  M a t t e r  o f  E l i m i n ­
a t i n g  U n d e s i r a b l e  D u p l i c a t i o n  o f  F a c i l i t i e s  and C o m p e t i t i o n  
b e tw e e n  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  M u n i c i p a l  L i g h t  
and  P ow e r  D e p a r tm e n t  and  Chugach  E l e c t r i c  A s s o c i a t i o n ,  I n c . ,  
he h a s  had  o c c a s i o n  t o  r e v i e w  t h e  ML&P s y s t e m  and  f e e l s  t h a t  
i t s  r e c o r d s  a r e  g e n e r a l l y  c o m p l e t e .  F u r t h e r ,  he s t a t e d  t h a t  
t h e  S t a f f  c o n s u l t a n t s  i n  U - 7 1 - 1 6  h a v e  r e c e i v e d  c o o p e r a t i o n  
f r o m  t h e  u t i l i t y .

I n  i t s  f o r m a l  W r i t t e n  Comments and i n  i t s  t e s t i m o n y  
d u r i n g  t h e  p r o c e e d i n g ,  ACAP s u p p o r t e d  a r e t u r n  b a s e d  on  a 
h y p o t h e t i c a l  c a p i t a l  s t r u c t u r e  o f  7 0 / 3 0  i n  a c c o r d a n c e  w i t h  
U - 7 6 - 1 1 .  I t  a c k n o w l e d g e d  t h e  n eed  t o  h a v e  s u f f i c i e n t  d e b t  
s e r v i c e  c o v e r a g e  f o r  t h e  f o r t h c o m i n g  bond  s a l e ;  h o w e v e r ,  i t s  
c a l c u l a t i o n s  o f  t h a t  c o v e r a g e  i n c l u d e d  in c om e  w h ic h  b o t h  
S t a f f  and  t h e  u t i l i t y  d i s a l l o w e d  i n  c a l c u l a t i n g  th e  DSC 
r e q u i r e d .  ACAP d i d  n o t  s u p p o r t  t h e  S t a f f ' s  r e c o m m e n d a t i o n  
f o r  a l i m i t e d  r e v i e w  o f  t h e  c o n s t r u c t i o n  p r a c t i c e s  a s  i t  
b e l i e v e d  i t  w o u ld  n o t  a c c o m p l i s h  S t a f f ' s  i n t e n t .

B y  g r a n t i n g  t h e  u t i l i t y ' s  r e v i s e d  r e v e n u e  r e q u i r e ­
m en t ,  e i t h e r  r a t e m a k i n g  m e t h o d o l o g y  p r e s e n t e d  i n  t h i s  p r o ­
c e e d i n g  w o u ld  s u b s t a n t i a t e  t h e  r e s u l t s .  I t  c a n  be  a r g u e d  
t h a t  a h y p o t h e t i c a l  c a p i t a l  s t r u c t u r e  o f  6 0 / 4 0  w i t h  a r a t e  
o f  r e t u r n  o n  e q u i t y  a t  15  p e r c e n t  w i l l  y i e l d  t h e  same r e v e n u e  
r e q u i r e m e n t  a s  a d e b t  s e r v i c e  c o v e r a g e  o f  1 . 4 8  on  t h e  a n t i c i ­
p a t e d  f u t u r e  b ond  s a l e s  o f  t h e  u t i l i t y .
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1 A t  t h i s  p o i n t  i n  t im e  t h e  C om m is s i o n  i s  p e r s u a d e d ,
2 f o r  a  number  o f  r e a s o n s ,  t h a t  t h e  a p p r o a c h  t a k e n  b y  S t a f f
3 w h ic h  e s t a b l i s h e s  d e b t  s e r v i c e  c o v e r a g e  t o  a t t r a c t  new d e b t
4  and  im p r o v e s  t h e  u t i l i t y ' s  e q u i t y  p o s i t i o n  i s  l o g i c a l  and
5 r e a s o n a b l e .  The C om m is s i o n  b e l i e v e s  t h a t  t h e  u t i l i t y  m u s t
6 m a i n t a i n  o r  im p r o v e  i t s  c u r r e n t  b ond  r a t i n g  i n  o r d e r  t o
7 a t t r a c t  d e b t  a t  t h e  l o w e s t  p o s s i b l e  i n t e r e s t  r a t e  and  t h a t
0 r e v e n u e s  i n  e x c e s s  o f  t h e  1 . 2 5  b ond  c o v e n a n t  r e q u i r e m e n t s
9 w i l l  a s s i s t  t h e  u t i l i t y  i n  s t a b i l i z i n g  and im p r o v i n g  i t s

10 e q u i t y  p o s i t i o n .  The C om m is s i o n  w o u ld  r e i t e r a t e  t o d a y  wha t
11 i t  s t a t e d  i n  U - 7 6 - l l ( 1 0 ) ,  p .  6 :
12 The c o n t i n u e d  f i n a n c i a l  l i a b i l i t y  and  s t a b i l i t y  o f  ML&P

.is o f  o v e r r i d i n g  c o n c e r n  t o  t h i s  C om m i s s i o n .
13
14
15
16
17
18
19
20 
21 
22 
23

By a c c e p t i n g  t h e  DSC a p p r o a c h  i n  t h e  i n s t a n t  
p r o c e e d i n g ,  t h e  C om m is s i o n  i s  n o t  f o r e c l o s i n g  t h e  mo re  
t r a d i t i o n a l  r a t e  o f  r e t u r n  a p p r o a c h  t o  r a t e m a k i n g  i n  t h e  
f u t u r e ,  s h o u l d  c i r c u m s t a n c e s  w a r r a n t .  T h e r e  c o u l d  be  a 
p o i n t  i n  t im e  when f a c i l i t i e s  c o u l d  be f i n a n c e d ,  i n  p a r t ,  
t h r o u g h  r e t a i n e d  e a r n i n g s ,  and an e x a m i n a t i o n  o f  t h e  a c t u a l  
c a p i t a l  s t r u c t u r e  and  r e t u r n  on  e q u i t y  a t  t h a t  t im e  m i g h t  be 
a p p r o p r i a t e .  The C om m is s i o n  l i a s  t h e  d i s c r e t i o n  t o  a l l o w  DSC 
f o r  f u t u r e  b ond  c o v e r a g e  r e q u i r e m e n t s  a s  e s t a b l i s h e d  by  t h e  
A l a s k a  Sup reme C o u r t  i n  A l a s k a  P u b l i c  U t i l i t i e s  C om m is s i o n  v .  
M u n i c i p a l i t y  o f  A n c h o r a g e , 5 5 5  P . 2 d  2 6 2  ( A l a s k a ,  1 9 7 6 ) .
The  C om m is s i o n  b e l i e v e s  t h e  e x e r c i s e  o f  i t s  d i s c r e t i o n  i n  
t h i s  p r o c e e d i n g  i s  i n  t h e  p u b l i c  i n t e r e s t .  The C om m is s i o n  
w i l l  n o t  u n e q u i v o c a l l y ,  h o w e v e r ,  b i n d  i t s e l f  t o  t h e  DSC 
a p p r o a c h  f o r  f u t u r e  p r o c e e d i n g s :  w ha t  i s  op t imum t o d a y  c o u l d  
be  l e s s  t h a n  o p t i m a l  t om o r r ow  d e p e n d i n g  on  t h e  f i n a n c i a l  
m a r k e t p l a c e ,  t h e  c a p i t a l  s t r u c t u r e  and o t h e r  c i r c u m s t a n c e s  
r e l e v a n t  t o  ML&P. The C om m is s i o n  f i n d s  i t  h e l p f u l  i n  a p p r o v i n g  
t h e  DSC a p p r o a c h  t o  u s e  t h e  t r a d i t i o n a  r a t e  o f  r e t u r n  
m e t h o d o l o g y  a s  a c h e c k  and  b a l a n c e .
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I n  a p p r o v i n g  t h e  DSC a p p r o a c h  i n  t h i s  p r o c e e d i n g
and b e c a u s e  o f  s u b s e q u e n t  e v e n t s  t h a t  h a v e  t r a n s p i r e d  s i n c e
t h e  i s s u a n c e  o f  i t s  B en ch  O r d e r ,  t h e r e  i s  a m a t t e r  o f  c o n c e r n
t h a t  m u s t  be  a d d r e s s e d ;  and t h a t  i s ,  v/hen s h o u l d  r a t e s
e s t a b l i s h e d ,  i n  p a r t ,  on  DSC o f  f u t u r e  b ond  s a l e s  go  i n t o
e f f e c t .  I n  t h i s  i n s t a n c e ,  t h e  r a t e s  w en t  i n t o  e f f e c t  on
J u n e  1 ,  1 9 8 1 ,  t h e  d e a d l i n e  ML&P's management t e s t i f i e d  was
n e c e s s a r y  i n  o r d e r  f o r  i t  t o  m a r k e t  t h e  p r o p o s e d  b o n d s .  On
J u n e  6 ,  1 9 8 1 ,  t h e  C om m is s i o n  r e c e i v e d  a l e t t e r  f r o m  F i n a n c i a l
S e r v i c e s  M anag e r  F r y e  w h ic h  s t a t e d  i n  p a r t :

U n f o r t u n a t e l y  r i g h t  a t  t h i s  t im e  t h e  b ond  
m a r k e t  i s  s o  bad  (we e s t i m a t e  we w ou ld  h a v e  
t o  p a y  i n  e x c e s s  o f  12 p e r c e n t  i n t e r e s t  
t o d a y )  t h a t  we a r e  p r o c e e d i n g  t o  a r r a n g e  
i n t e r i m  s h o r t  t e rm  f i n a n c i n g  w i t h  t h e  M un ic ­
i p a l i t y  o f  A n c h o r a g e .
We a r e  p r e p a r i n g  f o r  t h e  b ond  s a l e  and a s  
s o o n  a s  m a r k e t  c o n d i t i o n s  im p r o v e  t o  a 
s a t i s f a c t o r y  i n t e r e s t  r a t e  we w i l l  be 
r e a d y  t o  go  t o  s a l e .
I f  t h e  M u n i c i p a l  Bond M a r k e t  s h o u l d  c o n ­
t i n u e  t o  be  a d v e r s e  f o r  s e v e r a l  m on th s  
t h e r e  a r e  two o t h e r  a l t e r n a t e s  w h ic h  we 
c o u l d  l o o k  a t .  One w o u ld  be  t o  m a r k e t  
s h o r t  t e rm  bond  a n t i c i p a t i o n  n o t e s  and 
t h e  o t h e r  w ou ld  be  t o  s p l i t  t h e  $ 1 4 , 0 0 0 , 0 0 0  
b ond  s a l e  i n t o  two  s a l e s  w i t h  h o p e f u l l y  che 
s e c o n d  s a l e  b e i n g  made i n  b e t t e r  m a r k e t  
c o n d i t i o n s .

The C om m is s i o n  h a s  r e c e i v e d  no a d d i t i o n a l  commun i ­
c a t i o n  f r o m  t h e  u t i l i t y  i n d i c a t i n g  w h e t h e r  o r  n o t  t h e  b ond s  
h a v e  b e en  s o l d  and  a t  w ha t  i n t e r e s t  r a t e  o r  w h ic h  o f  t h e  
o t h e r  a l t e r n a t i v e s  a v a i l a b l e  t o  ML&P h a s  b e e n  p u r s u e d ,  
a b s e n t  a b ond  s a l e .  I n  a d d i t i o n  t h e  C om m is s i o n  became aw a r e  
on  J u n e  1 7 ,  1 9 8 1 ,  t h a t  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  had  
a p p l i e d  f o r  d i r e c t  l o a n  a s s i s t a n c e  u n d e r  t h  i C o a s t a l  E n e r g y  
Im p a c t  P r o g r a m  ( C E I P )  f o r  t r a n s m i s s i o n ,  d i s t r i b u t i o n  and 
s e r v i c e  p l a n t  p r o j e c t s  o f  ML&P. The r e v e n u e  r e q u i r e m e n t  
a p p r o v e d  b y  t h e  C om m is s i o n  i n  t h i s  p r o c e e d i n g  a s sum es  a 
10  p e r c e n t  i n t e r e s t  r a t e  on  t h e  p r o s p e c t i v e  $ 1 4  m i l l i o n  bond
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1 s a l e .  The C om m is s i o n  m us t  r e q u i r e  d o c u m e n t a t i o n  i n d i c a t i n g
2 what- i n t e r e s t  r a t e  i s  b e i n g  p a i d  on  w h a t  amoun t  o f  f u n d s
2 f r o m  w ha t  s o u r c e  i n  o r d e r  t o  d e t e r m i n e  w h e t h e r  t h e  u t i l i t y
1  i s  r e c o v e r i n g  mo re  t h r o u g h  i t s  r a t e s  t h a n  i t s  e x p e n s e s .  I n
2 a d d i t i o n ,  an e x p l a n a t i o n  o f  w h e t h e r  t h e  CE IP  l o a n  a p p l i c a t i o n
6 i s  i n  a d d i t i o n  t o  o r  a r e p l a c e m e n t  f o r  t h e  p r o p o s e d  b ond
7 r e v e n u e s  i s  r e q u i r e d .  A l l  r e l e v a n t  d a t a  i n c l u d i n g  e s t i m a t e d
8 t im e  f r a m e  f o r  a de r s i o n  on  t h e  l o a n  a p p l i c a t i o n  and a n t i c i -
9 p a t e d  i n t e r e s t  r a t r  s h o u l d  be  p r o v i d e d .  T h i s  i n f o r m a t i o n

10  s h o u l d  be  p r o v i d e d  t o  t h e  C om m is s i o n  a s  s o o n  a s  p o s s i b l e  and
11 n o t  l a t e r  t h a n  two weeks  f r o m  t h e  d a t e  o f  t h i s  O r d e r .
12 i n  t h e  n e x t  p r o c e e d i n g  o f  t h i s  u t i l i t y  i n v o l v i n g  a
13 r e q u e s t  f o r  a g e n e r a l  r a t e  i n c r e a s e  i n  o r d e r  t o  m a r k e t
11 p r o s p e c t i v e  b o n d s ,  t h e  S t a f f  and  t h e  u t i l i t y  s h o u l d  a d d r e s s
12 w h a t  m echan ism  s h o u l d  be  e s t a b l i s h e d  t o  e n s u r e  t h a t  r a t e s
10  b a s e d  on a p r o s p e c t i v e  bond  s a l e  a r e  n o t  p r e m a t u r e l y  p u t
I 7 i n t o  e f f e c t .
12  The C om m is s i o n  w o u ld  o b s e r v e  t h a t  ML&P's l a s t  two
19  r e q u e s t s  f o r  p e rm a n e n t  r a t e  r e l i e f  h a v e  n o t  b e en  t i m e l y
2 9  f i l e d  i n  l i g h t  o f  t h e  r e q u i r e m e n t  o f  t h e  u t i l i t y  t o  h a v e  i n
21  e f f e c t  p e rm a n e n t  r a t e s  b e f o r e  p r o p o s e d  r e v e n u e  b ond s  c an  be
22 s o l d .  I n  b o t h  i n s t a n c e s ,  t h e  C om m is s i o n  r e c e i v e d  and r e -
23  s p o n d e d  t o  r e q u e s t s  f o r  e x p e d i t e d  c o n s i d e r a t i o n .  The Commis -
2 1  s i o n  i s  c o n c e r n e d  t h a t  t h i s  p r a c t i c e  n o t  become a h a b i t  i n
29  l i g h t  o f  i t s  c o n t i n u o u s l y  p r e s s i n g  w o r k l o a d  and  i t s  r e s p o n s -
29  i b i l i t y  t o  g i v e  e q u i t a b l e  c o n s i d e r a t i o n  t o  m a t t e r s  c o n c e r n i n g
2 /  a l l  u t i l i t i e s  u n d e r  i t s  j u r i s d i c t i o n .  T h e r e f o r e ,  i t  w i l l
2 3  e x p e c t  t h a t  a n y  f u t u r e  p e rm a n e n t  r a t e  r e q u e s t s  r e q u i r e d
2 9  p r i o r  t o  a p r o s p e c t i v e  r e v e n u e  b ond  s a l e  w i l l  t a k e  i n t o
3 0  a c c o u n t  t h e  s i x - m o n t h  s t a t u t o r y  t im e  f r a m e  p r o v i d e d  f o r
2 1  S t a f f  a u d i t ,  a n a l y s i s  and C om m is s i o n  d e c i s i o n .
32
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i

I
1 I n  a c c e p t i n g  t h e  DSC a p p r o a c h ,  t h e  C om m is s i o n  mus t
2 d e c i d e  w h e t h e r  t h e  r e c o m m e n d a t i o n  o f  t h e  a c c o u n t i n g  S t a f f  t o
3 r e q u i r e  a managemen t  p r a c t i c e s  r e v i e w  r e l a t i v e  t o  c o n s t r u c t i o n
1  p r a c t i c e s  s h o u l d  be  i n s t i t u t e d .  F rom  a t h e o r e t i c a l  p e r s p e c t i v e
9 o n e  c o u l d  im m e d i a t e l y  a n sw e r  a f f i r m a t i v e l y  b e c a u s e  u t i l i t y
9 c — sum e r s  a r e  p a y i n g  r a t e s  t h a t  i n c l u d e  i n t e r e s t  o n  b o n d s ,
7 t h e  p r o c e e d s  o f  w h ic h  a r e  n o t  r e p r e s e n t e d  b y  p l a n t  t h a t  i s
8 u s e d  and  u s e f u l  a t  t h e  t im e  t h e  r a t e s  a r e  a p p r o v e d .  AS
9 4 2 . 0 5 . 4 4 1 .  I t  c a n  c e r t a i n l y  be  a r g u e d  t h a t  p r o t e c t i o n  f r o m

1 °  u n n e c e s s a r y  o r  d u p l i c a t i v e  e x p e n d i t u r e s  i s  w a r r a n t e d .  The
11 q u e s t i o n  t h a t  a r i s e s  i s ,  w o u ld  a r e v i e w  s u c h  a s  t h a t  c o n t e m -
12 p l a t e d  b y  t h e  a c c o u n t i n g  S t a f f  a c c o m p l i s h  t h e  c o n t e m p l a t e d
13 r e s u l t .  I f  t h e  i n v e s t i g a t i o n  i s  f o c u s e d  p r o p e r l y  and i f  t h e
11  p r a c t i c e s  and p e r s o n n e l  s u b j e c t  t o  r e v i e w  r e m a i n  c o n s t a n t
19  s u b s e q u e n t  t o  t h e  i n v e s t i g a t i o n ,  o n e  m i g h t  a g r e e  t h a t  t h i s
16 r e v i e w  c o u l d  a c c o m p l i s h  i t s  g o a l .
1 7 F rom a p r a c t i c a l  p e r s p e c t i v e ,  h o w e v e r ,  on e  c o u l d
18 a r g u e  t h i s  t y p e  o f  m anagemen t  r e v i e w  i s  n o t  n e c e s s a r y ,  i s  an
19 u n n e c e s s a r y  e x p e n d i t u r e  o f  f u n d s  and  may n o t  a c c o m p l i s h  i t s
20  i n t e n d e d  r e s u l t s .  A r e v i e w  a t  o n e  p a r t i c u l a r  p o i n t  i n  t im e
21 w i l l  n o t  p r o v i d e  t h e  a s s u r a n c e  t h a t  t h e  p u b l i c  w i l l  be
22 p r o t e c t e d  f r o m  u n j u s t i f i e d  c o n s t r u c t i o n  p r a c t i c e s ,  p r o c e -

^ 23  d u r e s  o r  e x p e n s e s .  To c o n t i n u o u s l y  m o n i t o r  ML&P's c o n s t r u e -
o  £  2 4  t i o n  p r a c t i c e s  and  p r o c e d u r e s  i s  i m p r a c t i c a l  f r o m  a t im e  and
d  T  _  25  f i n a n c i a l  s t a n d p o i n t .  I n  t h i s  p r o c e e d i n g  t h e r e  i s  no  " r e d
S3 s o

f l a g "  o r  o t h e r  i n d i c a t o r  t h a t  e i t h e r  t h e  b ond  s a l e  o f  1 9 7 9
in  oo nUJ m r y£  00 J 2 o r  t “ e o n e  s c h e d u l e d  f o r  J u n e ,  1 9 8 1 ,  i s  u n n e c e s s a r y  o r
H  I  W V O

£  “ ^ ^ 2 8  i l l - c o n c e i v e d .  An e x t e n s i v e  r e v i e w  p r o c e s s  o f  t h e  u t i l i t y ' s
"3 -  CJ q«  2  M § f u t u r e  c o n s t r u c t i o n  p l a n s  h a s  b e e n , u n d e r t a k e n  b e c a u s e  o f  t h ew-J 3 n H

ca a  u  a, . .2  r e q u i r e m e n t  t h a t  i t  a t t r a c t  c a p i t a l  f r o m  t h e  s a l e  o f  r e v e n u e
n u<  ^  C

uz u <  b o n d s .  A p r o f e s s i o n a l  e n a m e e r  h a s  c e r t i f i e d  t h a t  t h e
\j j  » j  ”  —<! aZ
<  o  32  r e v e n u e s  f r o m  t h e  p r o p o s e d  b ond  s a l e  a r e  n e e d e d  t o  b u i l d
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1 . n e c e s s a r y  f a c i l i t i e s ;  f r o m  a t e c n n i c a l  s t a n d p o i n t  t h e r e  h a s  •'
2 b e en  no q u e s t i o n  o f  t h e  i n t e g r i t y  o f  t h e  u t i l i t y ' s  s y s t e m .
3 The C om m is s i o n  i s  p e r s u a d e d  t h a t  i t  i s  n o t  n e c -
4 e s s a r y  a t  t h i s  t im e  t o  r e q u i r e  a r e v i e w  o f  t h e  u t i l i t y ' s
5 c o n s t r u c t i o n  p r a c t i c e s  and p r o c e d u r e s .  The C om m is s i o n
6 a c k n o w l e d g e s  and  u n d e r s t a n d s  t h e  r a t i o n a l e  o f  t h e  a c c o u n t i n g
7 S t a f f  b e c a u s e  o f  i t s  a d v o c a c y  o f  p e rm a n e n t  r a t e s  w h ic h
8 i n c l u d e  p r e - c o n s t r u c t i o n  and c o n s t r u c t i o n  w o r k  i n  p r o g r e s s .
9 The C om m is s i o n  d o e s  b e l i e v e ,  h o w e v e r ,  t h a t  t h e  S t a f f  and t h e

10  u t i l i t y  s h o u l d  e x p l o r e  p o s s i b l e  a l t e r n a t i v e s  t o  a f o r m a l
11 r e v i e w  o f  c o n s t r u c t i o n  p r a c t i c e s  t o  p r o v i d e  t h e  c h e c k s  and
12 b a l a n c e s ,  f r o m  a p r a c t i c a l  s t a n d p o i n t ,  t h a t  t h e  DSC a p p r o a c h
13 im p l i e s "  i s  d e s i r a b l e .  T h i s  c o u l d  t a k e  t h e  f o rm  o f  i n v o l v i n g
14  t h e  S t a f f  i n  t h e  d o c u m e n t a t i o n  and  p l a n n i n g  f o r  f u t u r e  b ond
15 s a l e s ;  i t  c o u l d  i n c l u d e  t h e  c e r t i f i e d  p r o f e s s i o n a l  e n g i n e e r ' s
16 r e p o r t  i n  t h e  u t i l i t y ' s  f i l i n g s  b e f o r e  t h e  C om m i s s i o n ;  i t
17  c o u l d  p r o v i d e  t o  t h e  C om m i s s i o n  t h e  m i n u t e s  o f  t h e  ML&P
18 a d v i s o r y  c o m m i t t e e ' s  d e l i b e r a t i o n  on  t h e  n e c e s s i t y  f o r
19  f u t u r e  b ond  s a l e s  and i t  c o u l d  p r o v i d e  an  i n d e p e n d e n t  r e v i e w
20  o f  t h e  u t i l i t y ' s  c o n s t r u c t i o n  p r a c t i c e s  and  p r o c e d u r e s ,
21  i n i t i a t e d  b y  t h e  u t i l i t y  and s u b m i t t e d  t o  t h e  C om m is s i o n
22  p r i o r  t o  t h e  n e x t  b ond  s a l e .  B e c a u s e  t n e  C om m is s i o n  d o e s
23  n o t  a c c e p t  t h e  S t a f f  r e c o m m e n d a t i o n  i n  t h e  i n s t a n t  p r o -
2 4  c e e d i n g  d o e s  n o t  n e c e s s a r i l y  mean t h a t  t h i s  sam^ p o s i t i o n
2 5  w i l l  p r e v a i l  i n  t h e  f u t u r e .  Wha t  t r i g g e r s  c o n f i d e n c e  t o d a y
26  i n  ML&P c a n  be  undone  t om m o r r ow ,  and  t h i s  C om m is s i o n  w i l l
2 7  c o n t i n u e  t o  r e a c t  when t h e  o c c a s i o n  demands i n  o r d e r  t o
28  p r o t e c t  t h e  r a t e p a y e r s  o f  a u t i l i t y  and  t h e  p u b l i c  i n t e r e s t .
2 9  D IV IDEND PAY OUT
30  S i n c e  t h e  C h a r t e r  o f  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e

i

3 1  i.»n e* :m nrrvTTn/4 i n  1 0 7 ^  f K n  P a w w t  o r - i  n n  r-i /-3 -J C f  n f  f
w  *  V . U  X i i  J U . S /  /  O U V v  j . v t l  U i l V A  X  U > J  U  U U 4. 4.  » • « - .  •  w

32  become q u i t e  f a m i l i a r  w i t h  i t s  p r o v i s i o n s  r e g a r d i n g  t h e
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o b l i g a t i o n  o f  t h e  m u n i c i p a l  u t i l i t i e s  t o  r e im b u r s e  t h e  o l d  
C i t y  o f  A n c h o r a g e  s e r v i c e  a r e a  b e c a u s e  o f  t h e  f i n a n c i a l  
i n v e s t m e n t  made b y  t h e  f o r m e r  C i t y  i n  t h e  r e s p e c t i v e  m u n i c i p a l  
u t i l i t i e s .  D i s c u s s i o n  o f  t h e  e f f e c t  o f  t h e  r e q u i r e m e n t s  o f  
t h e  C h a r t e r  t o  p a y  o u t  t h e  n e t  p r o f i t s  f r o m  t h e  o p e r a t i o n  o f  
ML&P f o r  t h e  b e n e f i t  o f  t h e  f o r m e r  C i t y  o f  A n c h o r a g e  s e r v i c e  
a r e a  f o r  a p e r i o d  o f  f i v e  y e a r s  a f t e r  r a t i f i c a t i o n  o f  t h e  
C h a r t e r  h a s  b e e n  a d d r e s s e d  i n  D o c k e t s  U - 7 6 - 1 1  and U - 7 9 - 1 3 .  
U n d e r l y i n g  p r e v i o u s  C om m is s i o n  a c t i o n  w i t h  r e s p e c t  t o  t h e  
o b l i g a t i o n  o f  ML&P t o  t h e  f o r m e r  C i t y  o f  A n c h o r a g e  s e r v i c e  
a r e a  was t h e  C o m m i s s i o n ' s  c o n c e r n  t o  im p r o v e  t h e  f i n a n c i a l  
h e a l t h  o f  ML&P b y  i n c r e a s i n g  i t s  e q u i t y  p o s i t i o n .  W h i l e  a 
h i g h l y  d e s i r a b l e  g o a l ,  i n  r e a l i t y ,  i t  h a s  n o t  b e e n  a c h i e v e d .
As a r e s u l t  o f  t h e  a c c u m u l a t e d  p a y  o u t  o f  d i v i d e n d s  by  ML&P 
o v e r  t h e  l a s t  f i v e  y e a r s ,  t h e  e q u i t y  p o s i t i o n  o f  t h e  u t i l i t y  
h a s  d e t e r i o r a t e d  and i t s  f i n a n c i a l  h e a l t h  h a s  w o r s e n e d .

I n  r e s p o n s e  t o  i n q u i r i e s  f r o m  t h e  h e a r i n g  p a n e l  
ML&P p r o v i d e d  E x h i b i t  3 ( a p p e n d e d  a s  A t t a c h m e n t  1 t o  t h i s  
O r d e r )  w h i c h  d o cum en t e d  t h e  h i s t o r y  o f  t h e  c a s h  d i v i d e n d  p a y  
o u t s  t o  t h e  o l d  C i t y  s e r v i c e  a r e a  b y  ML&P s i n c e  1 9 7 6 .  U n d e r  
c r o s s - e x a m i n a t i o n  and i n  i t s  c l o s i n g  s t a t e m e n t ,  t h e  u t i l i t y  
a c k n o w l e d g e d  t h a t  i t  and  t h e  m u n i c i p a l  a d m i n i s t r a t i o n  c o u l d  
s u p p o r t  a r a t i o n a l e  t h a t  t h e  d i v i d e n d  o b l i g a t i o n  o f  t h e  
u t i l i t y  u n d e r  t h e  C h a r t e r  h a s  b e e n  S t , c i s f i e d .  I n  a d d i t i o n ,  
ACAP u r g e d  t h e  C om m is s i o n  t o  r u l e  t h a t  t h e  d i v i d e n d  o b l i g a ­
t i o n  o f  t h e  u t i l i t y  t o  t h e  o l d  C i t y  s e r v i c e  a r e a  had  b e e n  
s a t i s f i e d  t h e r e b y  g i v i n g  t h e  u t i l i t y  t h e  o p p o r t u n i t y  t o  
im p r o v e  i t s  e q u i t y  p o s i t i o n .

The C om m is s i o n  b e l i e v e s  t h a t  t h e  i n t e n t  o f  t h e  
C h a r t e r  h a s  b e e n  s a t i s f i e d  w i t h  r e s p e c t  t o  t h e  d i v i d e n d  
o b l i g a t i o n  o f  ML&P a s  s u b s t a n t i a t e d  by  t h e  r e c o r d  o f  d i v i ­
d end  p a ym en t s  t o  t h e  f o r m e r  C i t y  s e r v i c e  a r e a  by  t h e  u t i l i t y
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1 _ o v e r  t h e  p a s t  f i v e  y e a r s .  T h i s  d e t e r m i n a t i o n ,  t o g e t h e r  w i t h
t h e  r e v e n u e  r e q u i r e m e n t  a f f i r m e d  i n  t h i s  O r d e r ,  s h o u l d  
a s s i s t  t h e  u t i l i t y ,  b a r r i n g  a n y  u n f o r e s e e n  c i r c u m s t a n c e s ,  t o

4  r e v e r s e  i t s  a t t r i t i o n  o f  e a r n i n g s  and  t o  b e g i n  t o  im p r o v e
i t s  e q u i t y  p o s i t i o n  i m m e d i a t e l y .  The C om m is s i o n  w i l l  r e q u i r e

6 t h a t  ML&P r e p o r t  i t s  a c t u a l  c a p i t a l  s t r u c t u r e  a nd  p e r c e n t a g e
7 o f  c h an g e  f r o m  t h e  p r e v i o u s  y e a r  t o  t h e  C om m is s i o n  a t  t h e  

t im e  i t  f i l e s  i t s  a n n u a l  r e p o r t .
OTHER TAR IFF  CHANGES

The S t a f f  c o n c u r r e d  w i t h  t h e  u t i l i t y ' s  r e q u e s t  t o  
H  d e l e t e  R u l e  7 . 4  P r i m a r y  M e t e r i n g  D i s c o u n t .  T h i s  i s  a h o u s e -
12 k e e p i n g  i t e m ,  and t h e  C om m is s i o n  w i l l  a p p r o v e  t h e  u t i l i t y ' s
12 r e q u e s t .
1 ‘1 I n  i t s  r e v i e w  o f  t h e  u t i l i t y ' s  r e q u e s t  t o  im p l e m e n t
12  a $ 1 5  c o n n e c t i o n  c h a r g e ,  t h e  S t a f f  c o n c u r r e d  t h a t  t h e  p r o p o s e d  
12  c h a r g e  i s  r e a s o n a b l e  i n  l i g h t  o f  c u r r e n t  l a b o r  r a t e s  and
I 7 p r a c t i c e s  o f  o t h e r  u t i l i t i e s .  S t a f f  and  ML&P a g r e e d  t h a t  a
12 f u r t h e r  r e v i s i o n  t o  R u l e  7 . 1 3  s h o u l d  b e  made t o  c l a r i f y  t h e
12  u t i l i t y ' s  a c t u a l  i n t e n t  r e g a r d i n g  a g r e e m e n t s  b e tw e e n  i t  and
20  t h e  ow ne r s  o f  r e n t a l  p r o p e r t y .  The C om m is s i o n  w i l l  a c c e p t
21  t h e  r e v i s i o n  t h a t  i s  s t a t e d  011 S t a f f  w i t n e s s  B a r b e r ' s  p r e -
22  f i l e d  t e s t i m o n y ,  p a g e s  5 and  6 .
23  FUEL O IL  COST RATE ADJUSTMENT
2/1 I n  i t s  s u p p l e m e n t a l  f i l i n g  o f  F e b r u a r y ,  1 9 8 1 ,  ML&P
25  r e q u e s t e d  t h e  C om m is s i o n  t o  a p p r o v e  a f u e l  o i l  c o s t  r a t e
26  a d j u s t m e n t  (FOCRA) t o  i t s  t a r i f f .  The C om m is s i o n  i n  D o c -
27  k e t  U - 7 5 - 2 1 ( 6 )  d e n i e d  t h e  r e q u e s t  o f  ML&P t o  a l l o w  a f u e l  .

! c o s t  a d j u s t m e n t  c l a u s e  i n  i t s  t a r i f f  w h i c h  i n c l u d e d  d i e s e l
f u e l .  The  C o m m i s s i o n ' s  r e a s o n i n g  was t h a t  t h e  c o s t  o f  f u e l
s h o u l d  be  a s i g n i f i c a n t  p o r t i o n  o f  a u t i l i t y ' s  o p e r a t i n g

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

and i t  was n o t  a s i g n i f i c a n t  p o r t i o n  o f  ML&P's o p e r a t i n g  
e x p e n s e s  a t  t h a t  t im e .

U - 8 0 - 1 0 0 ( G )
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The u t i l i t y ,  i n  t h e  i n s t a n t  f i l i n g ,  a r g u e s  t h a t  
t h e  s i t u a t i o n  f a c i n g  ML&P t o d a y  h a s  c h a n g ed  d r a m a t i c a l l y  
s i n c e  t-he i s s u a n c e  o f  O r d e r  No .  £ i n  8 - 7 5 - 2 1 .  ML&P a l l e g e s  
t h a t  t h e  c o s t  o f  d i e s e l  h a s  s u b s t a n t i a l l y  i n c r e a s e d ;  t h a t  
t h e  d e l i v e r y  o f  n a t u r a l  g a s  t o  ML&P was c u r t a i l e d  i n  D ecembe r  
o f  1 9 8 0 ;  t h a t  c u r t a i l m e n t  c o u l d  h app en  i n  t h e  f u t u r e ;  and 
b e c a u s e  t h e s e  c o n d i t i o n s  h a v e  a s i g n i f i c a n t  e f f e c t  on  t h e  
o p e r a t i n g  e x p e n s e s  o f  t h e  u t i l i t y ,  t h e  e s t a b l i s h m e n t  o f  an 
FOCRA i s  w a r r a n t e d .  The u t i l i t y  a l s o  t e s t i f i e d  t h a t  d i e s e l  
f u e l  was u s e d  d u r i n g  t h e  y e a r  t o  t e s t  i t s  b a c ku p  g e n e r a t i o n .  
H ow ev e r ,  ML&P c o u l d  n o t  q u a n t i f y  t h e  e x p e n s e  a s s o c i a t e d  w i t h  
t h i s  p r o c e d u r e  o r  how o f t e n  i t s  d i e s e l - f i r e d  g e n e r a t o r s  w e re  
t e s t e d .  U t i l i t y  w i t n e s s  F o s t e r  i n  h i s  p r e - f i l e d  t e s t i m o n y  
i n d i c a t e d  t h a t  t h e  m e t h o d o l o g y  p r o p o s e d  by ML&P t o  e s t a b l i s h  
an FOCRA w o u ld  h a v e  t o  bo m o d i f i e d  i f  t h e  C om m is s i o n  a c c e p t e d  
t h e  r e q u e s t  o f  A l a s k a  Gas and S e r v i c e  Company (AGAS) t o  
r e v i s e  i t s  g a s  f l o w  t h r o u g h  c l a u s e .  The C om m is s i o n ,  s u b s e ­
q u e n t  t o  t h e  h e a r i n g  i n  t h e  i n s t a n t  p r o c e e d i n g ,  h a s  a c c e p t e d  
t h e  AGAS r e q u e s t .

B o t h  t h e  S t a f f  and  ACAP o p p o s e d  t h e  i n c l u s i o n  o f  
an FOCRA i n  ML&P’ s t a r i f f .  S t a f f  g a v e  t h e  f o l l o w i n g  r e a s o n s  
f o r  i t s  o p p o s i t i o n :

1 .  T h e r e  i s  no i n d i c a t i o n  t h a t  ML&P's s o u r c e  o f  g a s  
s u p p l y  i s  n o t  a s  a d e q u a t e  a s  i t  h a s  b een  i n  p r i o r  
y e a r s ;
2 .  ML&P and  AGAS h a v e  s i g n e d  a new c o n t r a c t  w h ic h  
p r o v i d e s  t h a t  t h e  m i l i t a r y  c u s t o m e r s  w i l l  be  c u r t a i l e d  
b e f o r e  ML&P;
3 .  I n  t h e  e v e n t  o f  c u r t a i l m e n t  o f  s i g n i f i c a n t  d u r a t i o n  
t o  e f f e c t  t h e  u t i l i t y ' s  r e v e n u e s ,  ML&P c o u l d  r e q u e s t  
t h a t  i t  be a l l o w e d  t o  a m o r t i z e  t h e  e x t r a o r d i n a r y  d i e s e l  
f u e l  e x p e n s e ;  and

V*V.
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1 4 .  S t a f f  d i d  n o t  b e l i e v e  t h e  d i e s e l  e x p e n s e  d u r i n g  t h e
2 • t e s t  y e a r  was s i g n i f i c a n t  b e c a u s e  i t  was . 0 0 0 9 8  p e r c e n t
3 o f  t h e  r e v e n u e  r e q u i r e m e n t .
4  I n  i t s  c l o s i n g  s t a t e m e n t ,  ML&P a r g u e d  t h a t  t h e  u s e
5 o f  an  FOCRA s h o u l d ,  be a l l o w e d  by  t h e  C om m i s s i o n .  H ow ev e r ,  i n
6 t h e  e v e n t  t h e  C om m is s i o n  d e n i e d  t h i s  r e q u e s t ,  t h e  u t i l i t y
7 p r o p o s e d  t h a t ,  i n  c o n j u n c t i o n  w i t h  S t a f f ,  an a c c e p t a b l e
8 TOCRA c l a u s e  b e  d e v e l o p e d  w i t h  a p r o v i s i o n  t h a t  i n  t h e  e v e n t
9 o f  c u r t a i l m e n t ,  t h e  c l a u s e  w o u ld  go  i n t o  e f f e c t  w i t h i n

10  t w e n t y - f o u r  h o u r s  a f t e r  t h e  C om m is s i o n  was a p p r i s e d  t h a t  t h e
11 u t i l i t y  h ad  b e e n  f o r c e d  t o  b u r n  d i e s e l  f u e l .
12  The C om m is s i o n  a c k n o w l e d g e s  t h a t  t h e  p r i c e  o f
13 d i e s e l ' f u e l  h a s  i n c r e a s e d  s u b s t a n t i a l l y  s i n c e  1 9 7 6 .  H ow ev e r ,
14 t h e  e v i d e n c e  i n  t h i s  p r o c e e d i n g  d o e s  n o t  i n d i c a t e  t h a t  t h e

. 15  u s e  o f  d i e s e l  f u e l  i s  a s u b s t a n t i a l  e x p e n s e  t o  t h e  u t i l i t y
16  o r  t h a t  t h e  p r o b a b i l i c y  o f  c u r t a i l m e n t  i s  an y  g r e a t e r  t o d a y
17  t h a n  f i v e  y e a r s  a g o .  T h e r e f o r e ,  t h e  C om m is s i o n  w i l l  d en y
18  w i t h o u t  p r e j u d i c e  t h e  u t i l i t y ' s  r e q u e s t  t o  i n s t i t u t e  an
19  FOCRA.
2 0 INTERCONNECTION
21 The i s s u e  o f  r e s e r v e  c a p a c i t y  was d i s c u s s e d  b y  t h e
22  u t i l i t y ' s  m a n a g e r .  Tn r e s p o n s e  t o  c o n c e r n s  e x p r e s s e d  b y
23  p u b l i c  w i t n e s s  Carmen S m i t h ,  S t a h r  i n d i c a t e d  t h a t  a t  t h i s
2 4  t im e  ML&P h a s  mo re  r e s e r v e  m a r g i n  t h a n  w o u ld  be  a b s o l u t e l y
2 5  r e q u i r e d  and  o r i g i n a l l y  p l a n n e d  f o r  b e c a u s e  o f  t h e  p r i c e  o f
26  g e n e r a t i n g  u n i t s .  I n  r e s p o n s e  t o  q u e s t i o n s  f r o m  t h e  h e a r i n g
27  p a n e l ,  S t a h r  t e s t i f i e d  t h a t ,  i n  h i s  o p i n i o n ,  i f  Chugach
28  E l e c t r i c  A s s o c i a t i o n ,  I n c .  (C EA ) ,  and  ML&P w e re  " f u l l y
2 9  i n t e r c o n n e c t e d "  and  a l l  t h e  a p p r o p r i a t e  a g r e e m e n t s  e x i s t e d ,
3 0  t h e r e  w o u ld  be  70  m eg aw a t t s  o f  a d d i t i o n a l  c a p a c i t y  a v a i l a b l e
31  t o  t h e  c o n s u m e r s  o f  t h e s e  u t i l i t i e s .  S t a h r  t e s t i f i e d  t h a t
32  " . . . b y  i n t e r c o n n e c t i n g  t h e  u t i l i t i e s ,  h a v i n g . . . p r o p e r  o p e r a t i n g

U - 8 0 - 1 0 0 ( 6 )
P a g e  2 3



2
A

1

oCl
Z  UO
►i f/5 
C/5

t3 n 
c O o u  O

to oo w m
hH fO
H>-l I 
kJ
1-1 SO 
* - 1  c

•3 U —<
>-H -H►J 3 co ca 3O, >. o< z  u: o
C/5 r]

Omo
cr\ c l

CM 
CM « o  I

1-1 vo
rj c~ 

.-I CM

- ft)
Cl C  
w o n -c 
I- a . 
o
JZu
c<

< o  o

8

10
11
12
13
14
15
16
17
18 
10 
20  
21 
22
23
24
25
26
27
28
29
30
31
32

a g r e e m e n t s  f o r  t h e  b u y i n g  and s e l l i n g . . . [ o f ] p o w e r ,  f o r  
s h a r i n g  o f  r e s e r v e s ,  [ i t ]  w i l l  f r e e  up o r  make a v a i l a b l e ,  a 
l o t  o f  a d d i t i o n a l  g e n e r a t i n g  c a p a c i t y  s o  y o u  c o u l d  p o s t p o n e  
i n v e s t m e n t s - - t h e s e  m a j o r  i n v e s t m e n t s  i n  l a r g e  u n i t s "  ( T r . ,  
p .  2 6 ) .  An i n t e g r a t e d  s y s t e m ,  a c c o r d i n g  t o  S t a h r ,  c o u l d  
g e t  b y  w i t h  2 0  t o  30  p e r c e n t  r e s e r v e  m a r g i n .  A t  t h e  p r e s e n t  
t im e ,  e a c h  u t i l i t y  o p e r a t i n g  i n d e p e n d e n t l y  m u s t  p r o v i d e  
en o u g h  r e s e r v e  c a p a c i t y  t o  m a i n t a i n  s e r v i c e  i n  t h e  e v e n t  i t s  
l a r g e s t  u n i t  i s  down. I n  r e s p o n s e  t o  t h e  q u e s t i o n  r e g a r d i n g  
e s t i m a t e d  s a v i n g s  t o  b o t h  CEA and  ML&P, S t a h r  r e s p o n d e d  t h a t  
he b e l i e v e d  s a v i n g s  c o u l d  be  a t  l e a s t  $ . 1 , 0 0 0 , 0 0 0  a n n u a l l y  t o  
e a c h  u t i l i t y  and  c o u l d  a p p r o a c h  $ 2 , 0 0 0 , 0 0 0  a y e a r  d e p e n d i n g  
on  t h e  p r i c e  p a i d  f o r  n a t u r a l  g a s .  When a s k e d  i f  he  b e l i e v e d  
t h e  i n t e r c o n n e c t i o n  o f  CEA and ML&P was i n  t h e  p u b l i c  i n t e r e s t  
and  s h o u l d  be  o r d e r e d  by  t h e  C o m m i s s i o n ,  S t a h r  r e s p o n d e d  
t h a t  i f  " i t  i s  n o t  now, we a r e  r a p i d l y  a p p r o a c h i n g  t h e  t im e  
t h a t  i t  w i l l  be  i n  t h e  p u b l i c  i n t e r e s t . " ( T r . ,  p .  4 6 )

S t a h r  a l s o  n o t e d  t h a t  a s t u d y  c u r r e n t l y  u nd e rw ay  
by  t h e  A l a s k a  P ow e r  A u t h o r i t y  (APA) i n d i c a t e d  t h a t  a F a i r b a n k s /  
A n c h o r a g e  t r a n s m i s s i o n ' t i e ,  i n  a d d i t i o n  t o  t h e  i n t e r c o n n e c t i o n  
o f  b o t h  A n c h o r a g e  b a s e d  e l e c t r i c  u t i l i t i e s ,  w o u ld  p r o v i d e  
en ough  r e s e r v e  c a p a c i t y  i n  t h e  r a i l b c l t  a r e a  t h a t  no  a d d i t i o n a l  
g e n e r a t i o n  u n i t s  w o u ld  he r e q u i r e d  u n t i l  1 9 9 0 .  A l t h o u g h  
S t a h r  d i d  n o t  e n d o r s e  t h e  APA s t u d y ,  he  t e s t i f i e d  t h a t  i t  
s u p p o r t e d  t h e  p r i n c i p l e  t h a t  i n t e r c o n n e c t i o n  w o u ld  d e f e r  
m a j o r  i n v e s t m e n t s  by  CEA and ML&P.

I n  r e s p o n d i n g  t o  q u e s t i o n s  b y  t h e  h e a r i n g  p a n e l  
r e g a r d i n g  i n t e r c o n n e c t i o n ,  S t a f f  w i t n e s s  B a r b e r  i n d i c a t e d  
t h a t  S t a f f  b e l i e v e d  i n t e r c o n n e c t i o n  w o u ld  be  i n  t h e  p u b l i c  
i n t e r e s t  and  t h a t  t h e  w o r k  b e i n g  d on e  b y  t h e  C o m m i s s i o n ' s  
c o n s u l t a n t s  i n  U - 7 1 - 1 6  d i d  f o rm  t h e  b a s i s  f o r  C om m is s i o n  
i n v e s t i g a t i o n  and s u b s e q u e n t  a c t i o n  i n  t h i s  m a t t e r .
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1 B a s e d  on t h e  e v i d e n c e  i n  t h i s  p r o c e e d i n g  t h e
2 C om m is s i o n  b e l i e v e s  t h e r e  i s  p r im a  f a c i a  e v i d e n c e  t h a t  t h e
5 f u l l  i n t e r c o n n e c t i o n  o f  CEA and ML&P w o u ld  be  i n  t h e  p u b l i c
4  i n t e r e s t .  T h e r e f o r e ,  i t  w i l ]  o p e n  a d o c k e t  o f  i n v e s t i g a t i o n
5 i n  a s u b s e q u e n t  o r d e r  t o  e x am in e  w h a t  p r o c e d u r e s  s h o u l d  be
6 e s t a b l i s h e d  b y  b o t h  u t i l i t i e s  and  t h e  C om m i s s i o n  i n  o r d e r  t o
7 e f f e c t  f u l l  i n t e r c o n n e c t i o n  a s  s o o n  a s  p o s s i b l e .
8 CONTINUING PROPERTY RECORDS
9 I n  h i s  p r e - f i l e d  t e s t i m o n y ,  S t a f f  w i t n e s s  B a r b e r

10 d i s c u s s e d  t h e  p r o g r e s s  o f  ML&P i n  m a i n t a i n i n g  c o n t i n u i n g
11 p r o p e r t y  r e c o r d s  ( C P R ' s )  i n  c o m p l i a n c e  w i t h  AS 4 2 . 0 5 . 4 6 1 .
12 W h i l e  a c k n o w l e d g i n g  t h a t  a c o m p u t e r i z e d  p r o p e r t y  r e c o r d s
13 s y s t e m ' f o r  ML&P's t r a  s m i s s i o n  and  d i s t r i b u t i o n  l i n e  e q u i p -
14  men t  i s  c l o s e  t o  b e i n g  o p e r a t i o n a l ,  B a r b e r  n o t e d  t h a t  t h e
15  u t i l i t y  i s  o b l i g a t e d  t o  h a v e  C P f t ' s  f o r  i t s  g e n e r a t i o n  and
16  g e n e r a l  p l a n t .  S t a f f  recommended  t h a t  t h e  C om m i s s i o n  r e q u i r e
17 ML&P t o  d e v e l o p  c o m p l e t e  p r o p e r t y  r e c o r d s ,  p e r m i t t i n g  t h e
10 u t i l i t y  t o  d e t e rm i n e  i t s  own s c h e d u l e  w i t h  t h e  p r o v i s i o n
19  t h a t  c o m p l e t e  p r o p e r t y  r e c o r d s  b e  p l a c e d  i n  e f f e c t  p r i o r  t o
2 0  t h e  u t i l i t y  s r e q u e s t  f o r  a n o t h e r  g e n e r a l  r a t e  i n c r e a s e .
21  G e n e r a l  M anag e r  S t a h r  t e s t i f i e d  " i t  was a n t i c i -
22  p a t e d  t h a t  ; h e  c o m p u t e r i z e d  CPR s y s t e m  w i l l  be o p e r a t i o n a l
23  b y  J u l y  1 ,  1 9 8 1 ,  and  t h a t  t h e  o t h e r  r e c o r d s  w i l l  p r o b a b l y
24  t a k e  a mon th  o r  two t o  c o m p l e t e  a f t e r  t h e  d i s t r i b u t i o n  and
25  t r a n s m i s s i o n  CPR s y s t e m  i s  o p e r a t i o n a l .  S t a h r  t e s t i f i e d
26  t h a t  t h e  u t i l i t y  was c o n c e r n e d  a b o u t  t h e  t y p e  o f  s y s t e m  t o
27  be  u s e d  f o r  i t s  g e n e r a t i o n  r e c o r d s  i n d i c a t i n g  t h a t  t h e
28  v a r i o u s  p a r t s  o f  g a s  t u r b i n e s  h a v e  d i f f e r e n t  l i v e s .  T h e s e
29  c om p o n e n t s  a r e  n o t  a m i n o r  p a r t  o f  t h e  g e n e r a t i o n  p l a n t ,
3 0  a c c o r d i n g  t o  S t a h r ,  who i n d i c a t e d  t h a t  a s e t  o f  b l a d e s  f o r
31  o n e  o f  t h e  t u r b i n e s  may be  $ 2 0 0 , 0 0 0 - $ 3 0 0 , 0 0 0 .
32
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1 The  C om m i s s i o n  w i l l  c o n t i n u e  t o  a r t i c u l a t e  i t s
2 r e q u i r e m e n t  t h a t  ML&P d e v e l o p  c o m p l e t e  c o n t i n u i n g  p r o p e r t y
3 r e c o r d s .  T t  re cogn i7^<?  t h e  d i l em m a  c f  t h e  u t i l i t y  r e g a r d i n g
4 t h e  a p p r o p r i a t e  s y s t e m  t o  be  u s e d  f o r  i t s  g e n e r a t i n g  p l a n t .
5 The C om m is s i o n  w o u ld  recommend t h a t  t h e  u t i l i t y  s e e k  a s s i s t -
6 a n c e  and  a d v i c e  f r o m  S t a f f ,  i f  n e c e s s a r y ,  i n  o r d e r  t o  f u l l y
7 c om p l y  w i t h  AS 4 2 . 0 5 . 4 6 1 .  The C om m i s s i o n  c o n c u r s  t h a t
8 ML&P1s CPR s y s t e m  s h o u l d  b e  c o m p l e t e l y  o p e r a t i o n a l  p r i o r  t o
9 a n o t h e r  r e q u e s t  f o r  a g e n e r a l  r a t e  i n c r e a s e .

10  RATE DESIGN
11 I n  S t a f f ' s  p r e - f i l e d  t e s t i m o n y ,  E v a n s  recommended
12 t h a t  ML&P be r e q u i r e d  t o  f i l e  by  O c t o b e r  3 1 ,  1 9 8 1 ,  a c o s t - o f -
13 s e r v i c e  s t u d y  b a s e d  on  i t s  1 9 8 0  t e s t  y e a r  r e v e n u e  r e q u i r e m e n t .
14  S t a f f  a l s o  a g r e e d  t o  an e x t e n s i o n  o f  t h a t  d e a d l i n e  s h o u l d
15 s i m i l a r  f i l i n g s  be  r e q u i r e d  u n d e r  t h e  P u b l i c  U t i l i t y  R e g u l a -
16 t o r y  P o l i c i e s  A c t  ( PU RPA ) .
17 D u r i n g  c r o s s - e x a m i n a t i o n  u t i l i t y  w i t n e s s  F o s t e r
18 i n d i c a t e d  t h a t  t h e  e a r l i e s t  a c o s t - o f - s e r v i c e  s t u d y  c o u l d  be
19 c o m p l e t e d  was t h r e e  m on th s  f r o m  t h e  d a t e  o f  t h i s  O r d e r .
20  A c k n o w le d g in g  t h a t  ML&P was  s u b j e c t  t o  t h e  j u r i s d i c t i o n a l  ' ■
21 r e q u i r e m e n t  o f  PURPA, F o s t e r  s t a t e d  t h a t  t h e  u t i l i t y  w i s h e d
22 t o  a v o i d  p r o v i d i n g  two c o s t - o f - s e r v i c e  s t u d i e s  and  c o u l d
23 c om p l y  w i t h  t h e  PURPA r a t e m a k i n g  r e q u i r e m e n t s  w i t h i n  a

O

2 4  s i x - m o n t h  t im e  f r a m e .
C/3
C/3 o  _ . . .£  ACAP, m  i t s  w r i t t e n  f o r m a l  comments  and  d u r i n g
S c  o  O o inu  Q S  <n t e s t i m o n y ,  e x p r e s s e d  c o n c e r n  a b o u t  ML&P's  e x i s t i n g  r a t e
m  ccUJ n  cN£ n « v r ; 2 7  d e s i g n .  ACAP p r o v i d e d  c o n s u m p t i o n  and r e v e n u e  d o c u m e n t a t i o n
H  I W O

£  f o r  t h e  l a s t  f i v e  y e a r s .  T h i s  h i s t o r i c a l  i n f o r m a t i o n  i n d i -b  t
~ 7! m o c a t e d  t h a t  r e s i d e n t i a l  c u s t o m e r s  h a v e  p a i d  p r o p o r t i o n a t e l yJ  3 K -S E3 33 Wi C l.2  >,.£ ^a r  m o re  f ° r  i n c r e a s e d  c o n s u m p t i o n  t h a n  c o m m e r c i a l - i n d u s t r i a lW U<£ US C
'2 o < 31  c u s t o m e r s .  ACAP, t h e r e f o r e ,  r e q u e s t e d  a r a t e  r e d e s i g n
< g 32  p r o c e e d i n g  t o  a s s u r e  j u s t ,  r e a s o n a b l e  and  n o n - d i s c r i m i n a t o r y

1 a m m *
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1 r a t e s  f o r  a l l  ML&P c u s t o m e r s .  ACAP t e s t i f i e d  t h a t  i t  w o u ld
2 s u p p o r t  t h e  u t i l i t y ' s  r e q u e s t  f o r  a l o n g e r  t im e  f r a m e  i n
3 n r d e r  t o  c o m p l y  w i t h  t h e  PURPA xc iLemak ing  r e q u i r e m e n t s  and
4 t o  h a v e  t h e  C om m is s i o n  c o n s i d e r  m a r g i n a l  c o s t  p r i c i n g .
5 The C om m is s i o n  a g r e e s  t h a t  t h e  i s s u e  o f  w h e t h e r  o r
6 n o t  t h e  r e s i d e n t i a l  c o n sum e r  o f  ML&P i s  b e a r i n g  more  t h a n
7 t h e  c o s t s  t o  p r o v i d e  i t s  s e r v i c e  s h o u l d  be  t h o r o u g h l y  e x am in e d
8 i n  t h e  f o r t h c o m i n g  c o s t - o f - s e r v i c e  s t u d y .  An a d d i t i o n a l
9 c o n c e r n  i s  w ha t  e f f e c t  c o n s t r u c t i o n  u n d e rw a y  i n  ML&P's

10 s e r v i c e  a r e a  and t h a t  c o n t e m p l a t e d  i n  1 9 8 2  t o  p r o v i d e  s e r v i c e
11  t o  l a r g e  c o m m e r c i a l  p ow e r  c u s t o m e r s  w i l l  h a v e  on  a c o s t - o f -
12 s e r v i c e  s t u d y  b a s e d  on  a 1 9 8 0  t e s t  y e a r .  The d i l em m a  i s
13 t h a t  t h e  a p p r o v e d  r e v e n u e  r e q u i r e m e n t  i n  t h i s  p r o c e e d i n g
14 i n c l u d e s  d e b t  s e r v i c e  c o v e r a g e  f o r  1 9 8 1  and  1 9 8 2  p l a n t
15  c o n s t r u c t i o n .  Y e t ,  t h e r e  i s  n o ’ a c t u a l  c o n s u m p t i o n  o r  demand
16 d a t a  f o r  t h o s e  c u s t o m e r s .  T h e r e f o r e ,  how a c c u r a t e l y  w i l l
17 t h e  t r a d i t i o n a l  c o s t - o f - s e r v i c e  a l l o c a t i o n  m e t h o d o l o g i e s
18  r e f l e c t  ML&P's c u r r e n t  c u s t o m e r  c o m p o s i t i o n .
1 9  I n  a d d i t i o n ,  t h e  C om m i s s i o n  i s  r e q u i r e d  t o  c o n s i d e r
20  t h e  a p p r o p r i a t e n e s s  o f  s i x  r a t e m a k i n g  s t a n d a r d s  and  l i f e l i n e
21 r a t e s  u n d e r  T i t l e  1 o f  PURPA, m o re  f u l l y  d e s c r i b e d  i n  U - 0 0 - 2 0 ( l ) .
22 The C om m is s i o n  a g r e e s  t h a t  t h e  p u b l i c  i n t e r e s t
23  w o u ld  b e s t  be  s e r v e d  by  t h e  t i m e l y  f i l i n g  o f  on e  c o s t - o f -
2 4  s e r v i c e  s t u d y  w h ic h  a d d r e s s e s  t h e  c o n c e r n s  a r t i c u l a t e d  a b o v e
25  and  t h e  c o n s i d e r a t i o n s  m and a te d  b y  PURPA. To t h a t  e n d ,  t h e
2 6  C om m is s i o n  b e l i e v e s  t h a t  i n  o r d e r  t o  e v a l u a t e  t h e  o p t i o n s
27  a v a i l a b l e  t o  i t ,  ML&P s h o u l d  be  r e q u i r e d  t o  f i l e  w i t h i n
28  4 5  d a y s  f r o m  t h e  d a t e  o f  t h i s  O r d e r  r e s p o n s e  t o  t h e  f o l l o w i n g :
2 9  1 .  W ou ld  p r o f o r m a  a d j u s t m e n t s  t o  ML&P's r a t e
30  b a s e ,  w h i c h  r e f l e c t s  t h e  u se  o f  t h e  $ 1 4  m i l l i o n  r e v e n u e

*

3 1  b o n d s  f o r  p l a n t  u n d e r  c o n s t r u c t i o n ,  p r o v i d e  a m e thod  t o
32  r e f l e c t  t h e  c h an g e  i n  c o m p o s i t i o n  o f  c u s t o m e r  c o n s u m p t i o n

and demand i n  t h e  im m in e n t  c o s t - o f - s e r v i c e  s t u d y .
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1 2 .  The m e t h o d o l o g y  t h a t  ML&P w o u ld  p r o p o s e  t o  be
t h e  m o s t  a p p r o p r i a t e  f o r  t h e  r e s u l t i n g  c o s t - o f - s e r v i c e  s t u d y

3 i n  l i g h t  o f :
4 a .  The a s s u m p t i o n  t h a t  t h e r e  may b e  s i g n i f i c a n t
3 c h ang e  i n  c u s t o m e r  d i s t r i b u t i o n  a s  a r e s u l t  o f  t h e
3 s u b s t a n t i a l  c o m m e r c i a l  c o n s t r u c t i o n  i n  1 9 8 1  and
7 1 9 8 2 ;  and
3 b .  t h e  T i t l e  1 r e q u i r e m e n t s  o f  PURPA a s  t h e y
3 r e l a t e  t o  c o s t  o f  s e r v i c e .

3 .  The c o s t s  a s s o c i a t e d  w i t h  and  t h e  e a r l i e s t  
41  d a t e s  o f  c o m p l e t i o n  f o r  ( 2 )  a b o v e ;  and  t h e  c o s t s  a s s o c i a t e d
32 w i t h  f u l l  c o m p l i a n c e  o f  c o n s i d e r a t i o n  o f  T i t l e  1 r a t e m a k i n g
1 •s t a n d a r d s  and  l i f e l i n e ,  i n c l u d i n g  b o t h  a m a r g i n a l  c o s t  and
34  embedded c o s t  a p p r o a c h  t o  r a t e  d e s i g n .
1 C . . . .4 .  The l o a d  i n f o r m a t i o n  r e a d i l y  a v a i l a b l e  o r
33  r e t r i e v a b l e  ( w i t h i n  3 0  d a y s )  w h i c h  c o u l d  a s s i s t  t h e  Ccmmis-
1 7 s i o n  m  i t s  a s s e s s m e n t  o l  t h e  d a t a  b a s e  a v a i l a b l e  f o r  c o s t -  

o f - s e r v i c e  s t u d i e s .
5 .  The a v a i l a b i l i t y  and  v a l i c i t y  o f  t h e  h i s t o r i c a l  

d a t a  g a t h e r e d  f r o m  c u s t o m e r s  o f  S c h e d u l e  1 4 ,  E x p e r im e n t a l
9 1 .  .T i m e - o f - D a y ;  and  t h e  u t i l i t y ' s  p l a n  t o  e x p a n d  o r  m o d i f y  t h i s
22

18
19
20

23
2 4
25
26
27
28
29
30
31
32

s e r v i c e  o f f e r i n g .
The C om m is s i o n  w i l l  r e q u i r e  S t a f f  t o  f i l e  comments  

and r e c o m m e n d a t i o n s  on  t h e  a b o v e  i n f o r m a t i o n  w i t h i n  30  d a y s  
a f t e r  i t s  r e c e i p t  b y  t h e  C o m m i s s i o n .

THE COMMISSION FURTHER F INDS AND CONCLUDES:
1 .  The B ench  O r d e r  g r a n t e d  on May 1 8 ,  1 9 8 1 ,  

e s t a b l i s h i n g  an  a c r o s s - t h e - b o a r d  2 8 . 0 6  p e r c e n t  i n c r e a s e  t o  
t h e  u t i l i t y ' s  e x i s t i n g  r e c u r r i n g  p e rm a n a n t  r a t e s  s h o u l d  be 
a f f i r m e d .  S ee  A t t a c h m e n t  2 .

U - 8 0 - 1 0 0 ( 6 )
P a g e  2 8
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1 2 .  The o p e r a t i n g  e x p e n s e s ,  i n c l u d i n g  d e p r e c i -
2 a t i o h ,  and  s p e c i f i c a l l y  t h o s e  q u e s t i o n e d  i n  t h e  comments  o f
3 ACAF a r e  f o u n d  tc  be  r e a s o n a b l e .
4  3 .  The b a s e  p r i c e  o f  g a s  s h o u l d  be 8 8 . 3 1C /M C F  f o r
5 t h e  t e s t  y e a r  1 9 8 0 .
6 4 .  The C om m is s i o n  w i l l  a l l o w  a u n i f o r m  l i f e  f o r
7 b o t h  t h e  s t e a m  p l a n t  and  t h e  g a s  t u r b i n e ,  r e s e r v i n g  t h e
8 r i g h t  t o  a d j u s t  t h e  l i v e s  o f  t h o s e  p l a n t s  a t  t h e  t im e  a
9 d e p r e c i a t i o n  s t u d y  i s  f i l e d  and a p p r o v e d  b y  t h e  C om m is s i o n .

10  5 .  The C om m is s i o n  w i l l  a c c e p t  t h e  d e b t  s e r v i c e
11 c o v e r a g e  a p p r o a c h  recommended by  S t a f f  t o  e s t a b l i s h  t h e
12 r e v e n u e  r e q u i r e m e n t  i n  t h i s  p r o c e e d i n g  and  w i l l  a p p r o v e  a
13 1 . 4 8  DSC on  t h e  a n t i c i p a t e d  $ 1 4  m i l l i o n  b ond  s a l e  o f  t h e
14 u t i l i t y .

. 15  6 .  ML&P s h o u l d  p r o v i d e  t o  t h e  C om m i s s i o n  no  l a t e r
16 t h a n  two weeks  f r o m  t h e  d a t e  o f  t h i s  O r d e r ,  d o c u m e n t a t i o n
17 i n d i c a t i n g  w h e t h e r  o r  n o t  t h e  p r o s p e c t i v e  b ond  s a l e  l i a s
18  t a k e n  p l a c e ;  t h e  amoun t  o f  i n t e r e s t  b e i n g  p a i d  and t h e
19  e f f e c t i v e  d a t e  o f  t h e  s a l e .  I n  t h e  e v e n t  t h e  s a l e  h a s  n o t
20  t a k e n  p l a c e ,  t h e  u t i l i t y  s h o u l d  p r o v i d e  d o c u m e n t a t i o n
21  i n d i c a t i n g  w h a t  i n t e r e s t  r a t e  i s  b e i n g  p a i d  on  w h a t  amoun t
22  o f  f u n d s  b e i n g  u s e d  t o  f i n a n c e  t h e  c o n s t r u c t i o n  p r o j e c t s
23  t h a t  w e re  t o  be  f i n a n c e d  f r o m  t h o  p r o s p e c t i v e  bond  s a l e .  An
24  e x p l a n a t i o n  o f  t h e  CE IP  l o a n  a p p l i c a t i o n ,  a s  a r t i c u l a t e d  i n
25  t h e  b od y  o f  t h i s  O r d e r ,  s h o u l d  a ] s o  be  p r o v i d e d .
26  7 .  A t  t h e  t im e  t h e  u t i l i t y  f i l e s  i t s  n e x t  p e rm a n e n t
27  r a t e  r e q u e s t ,  t h e  u t i l i t y  and  t h e  S t a f f  s h o u l d  a d d r e s s  wha t
28  m ech an i sm ,  i f  a n y ,  s h o u l d  be  e s t a b l i s h e d  t o  e n s u r e  c h a t
29  r a t e s  b a s e d  on  a p r o s p e c t i v e  bond  s a l e  a r e  n o t  p r e m a t u r e l y
30  p u t  i n t o  e f f e c t .
31  8 .  The d i v i d e n d  o b l i g a t i o n  o f  ML&P t o  t h e  f o r m e r
32  C i t y  s e r v i c e  a r e a  h a s  b e en  s a t i s f i e d .  No f u r t h e r  o b l i g a t i o n

U - 8 0 - 1 0 0 ( 6 )
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o f  ML&P t o  t h e  f o r m e r  C i t y  s e r v i c e  a r e a  i s  r e q u i r e d  u n d e r  
S e c t i o n  1 9 . 1 4 ( a )  o f  t h e  C h a r t e r  o f  t h e  M u n i c i p a l i t y  o f  
A n c h o r a g e .

9 .  ML&P s h o u l d  r e p o r t  i t s  a c t u a l  c a p i t a l  s t r u c ­
t u r e  and t h e  p e r c e n t a g e  o f  c h a n g e  f r o m  t h e  p r e v i o u s  y e a r  t o  
t h e  C om m is s i o n  a t  t h e  t im e  i t  f i l e s  i t s  a n n u a l  r e p o r t .

1 0 .  ML&P s h o u l d  b e  a l l o w e d  t o  d e l e t e  R u l e  7 . 4  
P r i m a r y  M e t e r i n g  D i s c o u n t .

1 1 .  ML&P s h o u l d  r e v i s e  i t s  R u l e  7 . 1 3  i n  a c c o r d ­
a n c e  w i t h  t h e  p r e - f i l e d  t e s t i m o n y  o f  S t a f f  w i t n e s s  B a r b e r ,  
p a g e s  5 and  6 .

1 2 .  The C om m is s i o n  w i l l  d e n y  ML&P's r e q u e s t  t o  
i n s t i t u t e  an  FOCRA w i t h o u t  p r e j u d i c e  t o  t h e  r e f i l i n g  o f  an  
a d j u s t m e n t  c l a u s e  s i m i l a r  t o  t h e  o n e  p r o p o s e d  b y  i t s  c o u n s e l  
d u r i n g  t h e  u t i l i t y ' s  c l o s i n g  a r g u m e n t .

1 3 .  T h e r e  i s  e v i d e n c e  i n  t h i s  p r o c e e d i n g  t h a t  t h e  
f u l l  i n t e r c o n n e c t i o n  o f  ML&P and CEA w o u ld  be  i n  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  C om m i s s i o n ,  i n  a s u b s e q u e n t  o r d e r ,  
w i l l  o p en  a d o c k e t  o f  i n v e s t i g a t i o n  t o  e x am in e  w h a t  p r o c e d u r e  
s h o u l d  be  e s t a b l i s h e d  b y  b o t h  u t i l i t i e s  and t h e  C om m is s i o n
i n  o r d e r  t o  a c c o m p l i s h  t h i s  d e s i r a b l e  g o a l .

1 4 .  ML&P s h o u l d  be  r e q u i r e d  t o  d e v e l o p  c o m p l e t e  
c o n t i n u i n g  p r o p e r t y  r e c o r d s  p r i o r  t o  i t s  r e q u e s t  f o r  a n o t h e r  
g e n e r a l  r a t e  i n c r e a s e .  S t a f f  s h o u l d  be  a v a i l a b l e  i n  o r d e r  
t o  a s s i s t  t h e  u t i l i t y  t o  f i l l y  c om p l y  w i t h  AS 4 2 . 0 5 . 4 6 1 .

1 5 .  ML&P s h o u l d  be  r e q u i r e d  t o  f i l e  one  c o s t - o f -  
s e r v i c e  s t u d y  t o  c om p l y  w i t h  t h e  m an d a te  o f  T i t l e  1 o f  PURPA 
and  t h e  p o s s i b l e  s i g n i f i c a n t  c h a n g e  i n  c u s t o m e r  c o m p o s i t i o n  
i n  ML&P's s e r v i c e  a r e a .

1 6 .  I n  o r d e r  f o r  t h e  C om m i s s i o n  t o  d e t e r m i n e  t h e  
op t imum  a p p r o a c h  t o  t h e  f o r t h c o m i n g  c o s t - o f - s e r v i c e  s t u d y ,

U - 8 0 - 1 0 0 ( 6 )
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ML&P s h o u l d  p r o v i d e  t h e  i n f o r m a t i o n  d e l i n e a t e d  i n  t h e  b o d y  
o f  t h i s  O r d e r  w i t h i n  45  d a y s  o f  t h e  d a t e  o f  t h i s  O r d e r .

1 7 .  The S t a f f  s h o u l d  p r o v i d e  comments  and  r e c o m ­
m e n d a t i o n s  on t h e  i n f o r m a t i o n  r e q u i r e d  i n  F i n d i n g  17  w i t h i n  
3 0  d a y s  a f t e r  r e c e i p t  b y  t h e  C om m i s s i o n .

ORDER
THE COMMISSION FURTHER ORDERS:

1 .  The Bench  O r d e r  i s s u ' d  on  May 1 8 ,  1 9 8 1 ,  i s
a f f i r m e d .

2 .  The t a r i f f  r e v i s ^  ... . j n a t e d  a s  T A 2 6 - 1 2 1 ,  
f i l e d  b y  t h e  M u n i c i p a l i t y  o f  A n ^ h o i a g e  d / b / a  M u n i c i p a l  L i g h t  
a nd  P ow e r  D e p a r tm e n t ,  a s  s u p p l e m e n t e d  on  F e b r u a r y  1 7 ,  1 9 8 1 ,  
i s  a p p r o v e d  s u b j e c t  t o  t h e  m o d i f i c a t i o n s  and  r a t e m a k i n g  
m e t h o d o l o g y  s e t  f o r t h  i n  t h i s  O r d e r .

3 .  The M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  M u n i c i p a l  
L i g h t  and P ow e r  D e p a r tm e n t  s h a l l  f i l e  w i t h  t h e  C om m is s i o n  on 
o r  b e f o r e  O c t o b e r  1 ,  1 9 8 1 ,  amended t a r i f f  s h e e t s  wh ich  
r e f l e c t  a 3 5 . 0 6  p e r c e n t  a c r o s s - t h e - b o a r d  i n c r e a s e  t o  i t s  
r e c u r r i n g  r a t e s  w h ic h  i n c l u d e s  a r o l l - i n  o f  t h e  u t i l i t y ' s  
p u r c h a s e d  g a s  f l o w  t h r o u g h  o f  11 .27C ' /MCF w h ich  was i n  e f f e c t
a t  t h e  t im e  o f  t h e  u t i l i t y ' s  f i l i n g .

4 .  The b a s e  p r i c e  o f  g a s  f o r  t h e  t e s t  y e a r  1 9 8 0
s h a l l  b e  8 8 . 3 1C /M C F .

5 .  A r e v e n u e  r e q u i r e m e n t  o f  $ 2 4 , 2 9 4 , 0 8 9  a s  m o re  
f u l l y  a r t i c u l a t e d  i n  t h e  b o d y  o f  t h i s  O r d e r  i s  a p p r o v e d .

6 .  A u n i f o r m  l i f e  f o r  t h o  s t e am  p l a n t  and t h e  
g a s  t u r b i n e  s h a l l  b e  a p p r o v e d  s u b j e c t  t o  p o s s i b l e  c h ang e  
when a d e p r e c i a t i o n  s t u d y  i s  f i l e d  and  a p p r o v e d  b y  t h e  
C o m m i s s i o n .

7 .  The M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  M u n i c i p a l
L i g h t  and  P owe r  D e p a r tm e n t  s h a l l  p r o v i d e  t o  t h e  C om m is s i o n

U - 8 0 - ] 0 0 ( 6 )
P a g e  3 1
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1 w i t h i n  two weeks  f r o m  t h e  d a t e  o f  t h i s  O r d e r  d o c u m e n t a t i o n  
r e g a r d i n g  i t s  p r o p o s e d  b ond  s a l e  w h i c h  h ad  b e en  s c h e d u l e d  
f o r  J u n e  1 ,  1 9 0 1 ,  and i t s  C o a s t a l  E n e r g y  im p a c t  P r o g r a m  l o a n  
a p p l i c a t i o n  a s  mo re  f u l l y  d i s c u s s e d  i n  t h e  b o d y  o f  t h i s  
O r d e r .

8 .  The d i v i d e n d  p a y  o u t  b y  t h e  M u n i c i p a l i t y  o f  
A n c h o r a g e  d / b / a  M u n i c i p a l  L i g h t  and  P ow e r  D e p a r tm e n t  i s  
s a t i s f i e d .

9 .  A t  t h e  t im e  i t  f i l e s  i t s  a n n u a l  r e p o r t  w i t h  
t h e  C om m is s i o n ,  M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  M u n i c i p a l  
L i g h t  and  P ow e r  D e p a r tm e n t  s h a l l  r e p o r t  i t s  a c t u a l  c a p i t a l  
s t r u c t u r e  and  t h e  p e r c e n t  o f  c h a n g e  f r o m  t h e  p r e v i o u s  y e a r .

1 0 .  The M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  M u n i c i p a l  
L i g h t  and  P ow e r  D e p a r tm e n t  s h a l l  d e l e t e  R u l e  7 . 4  P r im a r y  
M e t e r i n g  D i s c o u n t .

1 1 .  The M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  M u n i c i p a l  
L i g h t  and  P ow e r  D e p a r tm e n t  i s  g r a n t e d  a r e v i s i o n  t o  i t s  R u l e  
7 . 1 3  a s  a r t i c u l a t e d  i n  t h e  b o d y  o f  t h i s  O r d e r .

1 2 .  The r e q u e s t  o f  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  
d / b / a  M u n i c i p a l  L i g h t " a n d  P ow e r  D e p a r tm e n t  t o  i n s t i t u t e  a 
f u e l  o i l  c o s t  r a t e  a d j u s t m e n t  i s  d e n i e d  w i t h o u t  p r e j u d i c e .

1 3 .  The M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  M u n i c i p a l  
L i g h t  and  P ow e r  D e p a r tm e n t  s h a l l  d e v e l o p  c o m p l e t e  c o n t i n u i n g  
p r o p e r t y  r e c o r d s  p r i o r  t o  i t s  r e q u e s t  f o r  a n o t h e r  g e n e r a l  
r a t e  i n c r e a s e .

1 4 .  The M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  M u n i c i p a l  
L i g h t  and  P ow e r  D e p a r tm e n t  s h a l l  p r o v i d e  w i t h i n  45  d a y s  o f  
t h e  d a t e  o f  t h i s  O r d e r  t h e  r e q u i r e d  c o s t - o f - s e r v i c e  s t u d y  
i n f o r m a t i o n  d e t a i l e d  i n  t h e  b o d y  o f  t h i s  O r d e r .

U - 8 0 - 1 0 0 ( 6 )
P a g e  3 2
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" 1 5 .  W i t h i n  3 0  d a y s  a f t e r  r e c e i p t  b y  t h e  C om m i s s i o n ,
3 t h e  C om m is s i o n  S t a f f  s h a l l  p r o v i d e  comments  and r e c o m m e n d a t i o n s
3 on  t h e  i n f o r m a t i o n  p r o v i d e d  u n d e r  O r d e r i n g  P a r a g r a p h  1 4 .
^ DATED AND EFFECTIVE a t  A n c h o r a g e ,  A l a s k a  t h i s  1 s t  d a y  o f

S e p t e m b e r ,  1 9 8 1 .
BY D IRECTION OF THE COMMISSION 

°  ( C o m m i s s i o n e r  S t u a r t  C. H a l l ,  c o n c u r r i n g  i n  p a r t  and  d i s s e n t i n g
i n  p a r t ;  C o m m i s s i o n e r  S u s a n  M. K n o w l e s ,  n o t  p a r t i c i p a t i n g )

3 "/
.'9
10

'ii

12

13
14
15
16
17
18
19
20 

21 

22

23
2 4
25
26
27
28
29
30
31
32

J/

( S E A L )
;



M U N I C I P A L  L I G H T  & P O W K R

N o t  P r o f i t s

1 9 7 6
1 9 7 7
1 9 7 8
1 9 7 9

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

____9y1_7,J] 7j3
Sub T o t a l $ 4 , 5 5 5 , 9 1 8
1 9 8 0 I I i J I L l . 0 34 )
T o t a l $ 2 , 2 4 4 . 8 3 4

C a sh  D i v i d e n d  
 P a y o u t s

$ 6 0 0 , 0 0 0  
5 0 6 , 0 0 6  
54 8 ,  <156

 3 8 8 , 7 5 5

•5 2  , ° ;« 3 ,Ji_17

3 3 0 , 0 3 2  
$ 2 ,  3 7 4  , 1.99

ATTACHMENT 1
O r d e r  Mo. 6 ,  U - 8 0 - 1 0 0



$ 2 4 , 2 9 4 , 0 8 9  • 
2 7 7 , 2 3 8  

________ 3 , 4 9 4
2 4 , 0 1 3 , 3 5 7  '  
18 , 7 5 1 , 1 0 5

$ 5 , 2 6 2 , 2 5 2

2 8 - 0 6 %R e q u i r e d  P e r c e n t  R e v e n u e  I n c r e a s e

|->%9RŜ B t ***jraro£0«£eju »*u ».; *—  +-Kr*ixu*z4 v *

••'••■••• .■•‘■V .. ...
stK&ii&M••:' . - :  »v.Vi

( 2 )  R e v e n u e  R e q u i r e m e n t
D e c r e a s e  O p e r a t i n g  E x p e n s e  
D e c r e a s e  R e t u r n  on R a t e  B a s e

R e v i s e d  R e v e n u e  R e q u i r e m e n t  
A d j u s t e d  O p e r a t i n g  R e v e n u e s
R e v e n u e  D e f i c i e n c y

■ ^  SCHEDULE 1
M UN IC IPAL ITY  OF ANCHORAGE ^
MUNIC IPAL L IGHT AND POWER

SCHEDULE OF REVENUE DEF IC IENCY
FOR THE TEST YEAR ENDED DECEMBER 3 1 ,  1 9 8 0

R e q u i r e d  P e r c e n t  R e v e n u e  I n c r e a s e 2 9 . 5 6 %

R e v e n u e  R e q u i r e m e n t  ( S c h e d u l e  2 )  ( 2 )
A c t u a l  O p e r a t i n g  R e v e n u e s  
Ad d :

F u e l  S u r c h a r g e  R e v e n u e  A d j u s t m e n t  ( 1 )  
P r o  F o rma  C o n n e c t i o n  C h a r g e  R e v e n u e

A d j u s t e d  O p e r a t i n g  R e v e n u e s  
R e v en u e  D e f i c i e n c y

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

5 9 6 , 6 3 2  
  1 0 8 . 7 9 5

1 8 , 7 5 1 , 1 0 5  
S 5 , 5 4 2  , 9 8 4

(1) A d j u s t m e n t  t o  A n n u a l l z e  F u e l  S u r e h a r g e  R e v e n u e

B a s e  f u e l  c o s t  i n c r e a s e d  f r o m  7 7 . 0 4 d t o  8 8 . 3 1 £  
d u r i n g  t h e  y e a r .  T h e  n o r m a l i z i n g  a d j u s t m e n t  
( S c h e d u l e  3 )  t o  c o s t  o f  g a s  r e f l e c t s  t h e s e  
i n c r e a s e s .  T h i s  f i l i n g  a n t i c i p a t e s  t h e  r o l l  
i n  o f  t h e  now b a s e  g a s  c o s t  r a t e ,  t h e r e f o r e ,  
a r e v e n u e  a n n u a l i z i n g  a d j u s t m e n t  i s  r e q u i r e d  
t o  r e f l e c t  i t .

S u b s e q u e n t  C h a n ge f o r  1 9 8 1  S t a t e  L e g i s l a t i o n  A f f e c t i n g  MUSA

1 1 . 2 7 r/  I n c r e a s e  x 7 , 8 4 9 , 6 0 0  incf 
L e s s  t h e  c a l c u l a t e d  r e c o v e r y  o f  b a s e  

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

$ 3 8 4 , 6 5 0

2 8 8  , 0 1 3
F u e l  S u r c h a r g e  R e v e n u e  A d j u s tm e n t $ 5 9 6 , 6 3 2



ST A T E  O F  AL A S K A

t h f  at .a c v a  p V B !T C  U T ! L ! ! ,ppc COMM —i  i  w  i. W i t

C a r o l y n  S. Guess, C h a i r m a n  
M a r v i n  R. W e a t h e r l y  
S u s a n  M. K n o w l e s  
S t u a r t  C. H a l l

In the M a t t e r  o f  the F i l i n g  o f  
a T a r i f f  Revision, D e s i g n a t e d  as 
T A 2 6 - 1 2 1 , b y  the M U N I C I P A L I T Y  O F  
A N C H O R A G E  d/b / a  M U N I C I P A L  L I G H T  & 
P O W E R  D E P A R T M E N T  for an In t e r i m  
and P e r m a n e n t  R a t e  Increase

B E N C H  O R D E R

T h e  Comm i s s i o n ,  h a v i n g  c o n s i d e r e d  t h e  need for 

i m m e d i a t e  r e s p o n s e  in the a b o v e  r e f e r e n c e d  d o c k e t  issues 

this B e n c h  O r d e r  to d o c u m e n t  the C o m m i s s i o n ' s  a c t i o n  pr i o r  

to i s s u a n c e  o f  a formal o r d e r  se t t i n g  forth the C o m m i s s i o n  

findings o f  fact and c o n c l u s i o n s  o f  law.

THE C O M M I S S I O N  O R D E R S  T H A T

Th e  M U N I C I P A L I T Y  of A N C H O R A G E  d / b / a /  M U N I C I P A L

t h e - b o a r dLIGHT A N D  P O W E R  D E P A R T M E N T  is g r a n t e d  an aero

e x i s t i n g  recur r i n g  p e r m a n e n t  rate

o n  or aft e r  J u n e  1, 1081

D A T E D  a t  Ancho r a g e ,  Alaska, this 10th d a y  of May, 1081

C o m m i s s i o n e r

loner



STATE OF ALASKA
THE ALASKA PUBL IC  U T I L I T I E S  COMMISSION

4  B e f o r e  C o m m i s s i o n e r s :  C a r o l y n  S .  G u e s s ,  C h a i rm a n
M a r v i n  R .  W e a t h e r l y

5 . S u s a n  M. K n ow le s
S t u a r t  C.  H a l l

6 D i a n a  E .  Snowden
7

I n  t h e  M a t t e r  o f  t h e  F i l i n g  o f  a
8 T a r i f f  R e v i s i o n ,  D e s i g n a t e d  a s  

T A 1 2 9 - 1 2 0 , b y  t h e  MUN IC IPAL ITY
9 OF ANCHORAGE d / b / a  ANCHORAGE 

TELEPHONE U T I L I T Y  To  R e v i s e  L i n e
10  E x t e n s i o n  an d  U n u s u a l  C o n s t r u c t i o n  

P o l i c i e s
11

U - 8 1 - 1 9  
ORDER NO. 2

12  ORDER EXTENDING SUSPENSION PERIOD
13 O r d e r  No .  1 i n  t h i s  p r o c e e d i n g  d a t e d  A p r i l  1 3 ,  1 9 8 1 ,
14  s u s p e n d e d  t h e  o p e r a t i o n  o f  a t a r i f f  r e v i s i o n ,  d e s i g n a t e d  a s
15  T A 1 2 9 - 1 2 0 , f i l e d  b y  t h e  MUN IC IPAL ITY  OF ANCHORAGE d / b / a  ANCHOR-
16  AGE TELEPHONE U T I L I T Y  (ATU )  f o r  an  i n i t i a l  s i x - m o n t h  p e r i o d  n o t
17  t o  e x t e n d  b e y o n d  O c t o b e r  6 ,  1 9 8 1 ,  and i n s t i t u t e d  an  i n v e s t i g a t -
18  i o n  i n t o  t h e  r e a s o n a b l e n e s s  and p r o p r i e t y  o f  t h e  r e v i s i o n .
19  On O c t o b e r  5 ,  1 9 8 1 ,  t h e  C om m is s i o n  r e c e i v e d  a l e t t e r
20  f r o m  ATU s t a t i n g  t h a t  " P u r s u a n t  t o  d i s c u s s i o n s  b e tw e e n  u t i l i t y
21  and C o m m i s s i o n  S t a f f ,  i t  i s  a g r e e d  t o  e x t e n d  t h e  t im e  p e r i o d  f o r
22  t h i s  p a r t i c u l a r  f i l i n g  b y  s i x t y  ( 6 0 )  d a y s . "

£ 23  B e c a u s e  i t  a p p e a r s  t h a t  t h e  C om m i s s i o n  S t a f f  a nd  ATU
<Up* V-4o  £  2 4  a r e  e n g a g e d  i n  m e a n i n g f u l  d i s c u s s i o n  w h ic h  may l e a d  t o  a s a t i s -

CO

t! ^  _  2 5  f a c t o r y  r e s o l u t i o n  o f  t h e  i s s u e s  i n  t h i s  p r o c e e d i n g ,  t h e  C omm is -
S c oO B i/lu a ° ; N 26  s i o n  b e l i e v e s  t h a t  t h e  p u b l i c  i n t e r e s t  w o u ld  b e s t  b e  s e r v e d  b y
to oo CVJ

£  m to vo 2 7  e x t e n d i n g  t h e  s u s p e n s i o n  o f  T A 1 2 9 - 1 2 0  f o r  an  a d d i t i o n a l  6 0  dA y s .
h-« I (/) vO .

00 CN 2  8  H C <=  £  • ORDER
u  h  ti c 29
H  -H O0 O  .THE COMMISSION FURTHER ORDERS, T h a t ,  t h e  o p e r a t i o n
3  o 30
^  j  y o f  t h e  t a r i f f  r e v i s i o n ,  d e s i g n a t e d  a s  T A 1 2 9 - 1 2 0 ,  f i l e d  b y  t h e2  t; <  31
to <3

3 s< o  32o

U - 8 1 - 1 9 ( 2 )  ( 1 0 / 6 / 8 1 )
P a g e  1 o f  2



1 M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  A n c h o r a g e  T e l e p h o n e  U t i l i t y
2 i s  s u s p e n d e d  f o r  an  a d d i t i o n a l  6 0 - d a y  p e r i o d  n o t  t o  e x t e n d
3 b e y o n d  D e c em b e r  7 ,  1 9 8 1 .
4  DATED AND EFFECT IVE a t  A n c h o r a g e ,  A l a s k a  t h i s  6 t h  d a y  o f  

O c t o b e r ,  1 9 8 1 .
5

BY D IRECT ION  OF THE COMMISSION
6
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S T A T E  O F  A L A S K A

TH E A L A S K A  P U B LI C  UT IL ITIES C O M M I S S I O N

B ef or e  Commis si oners: C a r o l y n  S. Guess, C h a i rm a n 
M a r v i n  R. W e a t h e r l y  
Susan M. Knowles 
S tuart C. Hall 
D i an a  E. Snowden

In the M a t t e r  of  the F il i ng  of a 
T a r i f f  Revision, D e s i g n a t e d  as 
T A 8 - 1 2 2 , b y  the M U N I C I P A L I T Y  OF 
A N C H O R A G E  d/b/a A N C H O R A G E  W AT ER  
U T I L I T Y  for a Ge ne r al  Rate Increase

In the M a t t e r  of  the F i l i ng  of a 
T a r i f f  Revision, D e s i g n a t e d  as 
T A 2 2 - 1 2 2 , b y  the M U N I C I P A L I T Y  OF 
A N C H O R A G E  d/b/a A N C H O R A G E  W AT ER  
U T I L I T Y  for an Interim and P e r­
man e n t  Rate Increase

U- 76 -6 6 

O R D E R  NO. 9

U-81-78 

O R D E R  NO. 1

ORDER S U S P E N D I N G  O P E R A T I O N  OF T A R I F F  REVISION;
G R A N T I N G  INTERIM RATE INCREASE; CL OS IN G  DOCK E T  

U- 76 -6 6 A N D  A LL O C A T I N G  COSTS

On  S e p t e mb e r 2, 1981, the M U N I C I P A L I T Y  OF  A N CH OR A GE  

d/b/a A N C H O R A G E  W A TE R U T I L I T Y  (AWU) filed a t ar i ff  revii .on, 
d es i gn at e d as TA22-122, r e q u e s t i n g  in terim and p e r m a n e n t  

rate increases of  15 p e r c e n t  and 22.95 percent, respectively. 

The util i ty  pr o po s e d  that the rate incre ases be ap pli ed 

a c r o s s - t h e - b o a r d  to all r e c u r ri n g m o n t h l y  c n a r ge s  for wa te r 

sales. In addition, the rate increases w o u l d  be ap pl ie d  to 

all n o n - r e c u r r i n g  ch ar ges e x ce pt  deposits and initia l fees for 

connection, pe rm it s and inspection. A W U  has also r e quested  

tha t the p r i v a t e  fire h y d r a n t  m a in t en a nc e  fee be deleted, its 

e l i m i n a t i o n  ha ving b e e n  o v er l o o k e d  in T A 2 1-122.

The Co m mi s s i o n  St af f (Staff) has re vi e we d  the 

fil ing and has d e te r m i n e d  that it meets the re q ui re ments of 

3 AAC 48. 270 and 3 A A C  48.275(a). A WU has r e q u e st e d a 

w a i v e r  of  3 AAC 48.27 5( a) (8) since i n f o rm a ti on  re la t in g to 

income taxes is i na p plicabl e to a m u n i c i p a l l y  o wned utility.

U - 7 6 - 6 6  ( 9 ), U - 8 1 - 7 8  (1) (10-29-81)
P a g e  1 o f  8
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The f i li n g was n o t i c e d  on S e p t e m b e r  9, 1981, wi t h 

a clo.sing date of  O c t o b e r  7, 1981, for the su bm i ss i on  of 

s ta t em en t s in s u p p o r t  of, or in o p p o s i t i o n  to, the p r o p o s e d  

t a r i f f  revision. No re sponses have b e e n  r e c ei v ed  b y  the 

commission.

Interim Rate Increase

The C o mm i s s i o n  notes tha t d i f f e r e n t  standards 

apply to as s es s in g requests for int er im  as d i s t i n g u i s h e d  

from requests for p e r m a n e n t  rate relief. U n d e r  AS 42.05.421(d), 

"One who initiates a change in e x i s t i n g  tariffs shall be a r  

the b u rd e n to prove  the r ea s on a bl en e ss  of the change." Where

an interim rate increase is requested, the Al as ka  Supreme

C ou r t has o r d e r e d  this C om mi s s i o n  to g ra nt  r el i ef  p r o v i d e d  

the u t i l i t y  demonstrates:

1. Th at  e x i s ti n g rates are c o n f i s c a t o r i l y  
low;

2. Tha t those low rates will r e ma in  in ex'fect 
for an u nr e as o n a b l y  long p e ri o d of time;

3. Th a t w i t h o u t  an in terim rate increase, it
will suffer irreparable harm;

4. Th at  the p ub l ic  can be a d eq ua t e l y  p r o t e c te d  
in the event the in terim increase is u l t i­
ma t e l y  de t er m in e d to be ex ce s si v e in amount; 
and

5. T h a t  the m a g n i t ud e  of the utility 's  re quest
is n ot  "frivolous or o bv i ou sl y w i t h o u t  merit."

Alaska P u b l i c  Ut i li ti e s C o m m i s sion v. G r e a t e r  A n c h o r ag e  Ar ea 

B o r o u g h , 534 P . 2d 549, 554, 557-559 (Alaska 1975); quoted 

wi t h approval in U nited  States v. RCA A l a s k a  C o m m u n i c a t i o n s ,

I n c . , 597 P . 2d 489 (Alaska 1978).

U n d e r  the GAAB decision, a u t i l i t y  does not have 

to advance the same d e t ai l ed  p r o o f  w h i c h  is r eq ui r e d  for a 

p e r m a n e n t  rate i ncre as e or ta ri ff  change  in order to secure 

interim relief. The uti.'ity does n ot  ev e n  have to d e monst ra te  

that it will p r o b a b l y  su cceed in all aspects o f  its p r o o f  at

U - 7 6 - 6 6 (9),
P a g e  2 o f  8

U - 8 1 - 7 8 (1)

r>3
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the time of the p e r m a n e n t  rate increase decision. See,

A. J- Industries, Inc. v. Alaska  Pub li c Service C o m m i s s i o n , 470 

P . 2d 537, 540 (Alaska 1970). The Supreme Court has m e re ly  

r eq u i r e d  the u t i l i t y  to sho w that its exi s ti n g rates are i n a d e­

quate and th a t  the "balance of hardships" tips in its favor.

A. J. I n d u s t r i e s , supra at 540; G A A B , supra at 557.

Th e A la sk a  Suprem e Co ur t has ne ve r  de fi ne d the p r e­

cise p o i n t  at w h i c h  a ut ility's rates fall into the pr oh ib it e d 

zone of confiscation. However, where the ut ility is being 

o pe r at ed  at a loss, the Court has e x p r e ss l y found those rates 

to be c l e a r l y  c on fi s c a t o r y  and has orde r ed  this C ommissi on  to 

g rant i n t e r i m  rate increases. GAAB, supra n. 26, at 550.

In the instant case, the utility's 1980 audited 

financial statements, as adjusted for known and m ea su rable 

changes, show a ne t  loss of  $487,586 (Net o p e r a ti ng  income 

after pro forma ad j us tm ents p er  filing Schedule 3 of $705,026 

long-term de b t  i n t er e st  expense of $1,193,412). Therefore, the 

utility has ma d e a prima facie showing that its exi s ti n g rates 

are c o n f i s c a t o r i l y  low. Thus, the first elem e n t of the 

five-part G A A B  test has bee n satisfied.

The St a ff  has in di cated that it requires the o p p o r­

tunity to a ud it  AWU's accounts and records, to investigate the 

re a so n ab l en e ss  and p r o p r ie t y of AWU's pro p os e d overall 

22.95 p e r c e n t  rate increase, and to examine a d etailed  analysis 

of costs a l l o c a t e d  to/from ot her municipa l entities, in cl uding 

the sewer utility, b e fo re  m a k in g  a r e co m m e n d a t i o n  c o nc e rn i ng  

the utilit y' s r e qu e st  for a p er m a n e n t  rate increase. Therefore, 

the St af f r ec o mm e nd ed  suspe n si o n of the p e r m a n e n t  rate increase 

for an initial p e r i o d  not to exceed six months. The GA AB  

d ecisio n has held that eve n if con fi s ca to r il y  low rates are in 

etfect for as shor t an intervcil as the sta tutory  su spension 

period, it c o n st i tu te s  an un re asonabl e length of time and is

U - 7 6 - 6 6 (9 ), U - 8 1 - 7 8 (1)
P a g e  3 o f  8
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s uf f ic i e n t  to ju st if y interim rate relief. The seco n d element 

of the GA A B test has thus be en  established.

In A l a sk a  it has been r e pe a t e d l y  he l d th a t a ut ility 

may no t bill its sub sc ri bers r e tr o a c t i v e l y  ei th er  upon receiving 

approval to increase its rates or to recoup p a s t  losses.

A. J. I n d u s t r i e s , supra at 541; GAAB, supra at 554. Accordingly, 

every Alaska Supreme Court d ecision  on p o i n t  u n a n i m o u s l y  states 

that the denial of interim r elie f v/ill cause the u t il it y  to 

suffer irr ep a ra b le  harm as a m a tt e r of law w h e n  the ot her four 

elements have b e e n  shown to exist. Thus, the third el em ent has 

teen met.

The courts in Alas ka  have r e c o g n i z e d  the refund 

c on di tion at t a ch e d to interim rate increases as the co rn ers tone 

to ad eq u at e ly  pro t e ct  the public ag ainst pay m e nt  of  excessive 

rates. The S t a f f  recommends that the u t i l i t y  be re q ui re d  to 

refund any exce ss revenues collected un der the interim rate 

increase if, after investigation, it is d e t er m in e d that  that 

amou nt  is g r e at e r than the pe rm a ne n t increase u l t i m a t e l y  gr ant ed • 

in this proceeding. Thus, de facto the fourth e l em e nt  of the 

GA AB  test has be en  satisfied.

Finally, the utility's re qu e s t m u s t  not be "frivolous 

or o b v i o us l y w i t h o u t  merit." The Co m mi s s i o n  beli ev es this

r e q u i r e m e n t  is sa t is f ie d if the m a g n it u de  of the in te ri m  increase

I
is r ea sonabl e and not excessive in light of all the facts and 

ci r cu m st a nc e s p r e v a i l i n g  at the time of the request. AW U  has 

r e qu e st e d a 15 p e r c e n t  interim rate increase in the a mount of 

$849,798. The Staff c al cu lated a def ic i e nc y  of  $1,058,591 

b as ed  on rate of  re tu rn m e th o d o l o g y  and of $1,12 4, 97 4 b a se d  on 

the deb t se rvi ce coverage (DSC) m e t h o d o l o g y  (1.25 DSC required 

on re ve nu e bonds). The utility's re qu es ted increase results in 

a rate of re tu r n  of 7.53 p e rc e nt  and u se  of 1.14. No a d j u s t­

ments of o p e r a t i n g  expenses or rate base were made by  Staff 

for pu r po s es  of ca lc u la t in g the interim revenue deficiency.

U - 7 6 - 6 6 (9 ), U - 8 1 - 7 8 (1)
P a g e  4 o f  8
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Staff, af te r c o m p l e t i o n  o f  its analys is  of TA22-122, 

re co n p e n d e d  that A W U  be gran t e d a 15 p e r c e n t  re fun d ab le  interim 

ra te  incr ea se  appl ic a bl e  on an a c r o s s - t h e - b o a r d  basis to recur­

ring  charges and c e rt a in  n o n - r e c u r r i n g  charges c u r r e n t l y  in 

e ff e ct  for b i l li n gs  re n de r ed  on or a f te r  O c t o b e r  16, 1981.

S t a f f  c o n c u r r e d  wit h A W U  that some  n o n r e c u r r i n g  service charges 

are i m pa ct ed by in c r ea s ed  o p e r a t i n g  expenses, e.g., labor, and, 

therefore, should be subject to the 15 p e r c e n t  increase.

The C o mm i s s i o n  agrees w i t h  Staff's re c o mm e nd at i on  and 

c on c lu de s that an inter im  rate in c re a se  of 15 p e r c e n t  is appro­

priate under the Ala ska Supreme Co ur t's de c is i on  in G A A B , 

s u p r a ; A. J. I n d u s t r i e s , s u p r a ; and RCA A l a s c o m , s u p r a . The 

ut ility was te le ph cn i ca l ly  n o t if i ed  of  the C o m mi s si on ' s decision 

on O c t o b e r  12, 1981.

The Co m mi s s i o n  may at its d i s c r e t i o n  require an 

escrow a c c o u nt  or bo n d to assure the a v a i l a b i l i t y  of refund 

monies. AS 42.05.421(c). In e x e r c i s i n g  its d i sc r e t i o n a r y  

powers n ot  to re quire A WU  o e s c r o w  funds or to p o s t  a bond, 

the Commission, in con currence  w i t h  Staff' s recommendation, 

will require the ut il it y to ref un d any re venue g a i n e d  from the 

interim rate increase w h i c h  exceeds the reve nu e  w h i c h  would 

have be e n d e r iv e d during  the same p e r i o d  at the level of p e r­

mane nt  rates u l t i m a t e l y  granted in this proceeding.

C losure of D o c k e t  U-76-66 

In D o c k e t  U-76-66, b u l k  w a t e r  sale special contracts 

wi th  Central A laska Utilities, Inc., ana R o mi g P a r k  Improvement 

Co., Inc., are outstanding. The b u l k  w a t e r  sale c on tr acts will 

be s ubsume d un d er  D oc k et  U-81-78. Si nc e there are no further 

sub st an tive or proced u r al  issues to be r esolve d in D o ck e t 

U-76-66 and there are no costs to be allocated, D o c k e t  U-76-66 

should be closed.

U - 7 6 - 6 6 (9), U - 8 1 - 7 8 (1)
P a g e  5 o f  8
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As a c o n d i t i o n  of acce pt a nc e  of TA21-122, a request 

to e l iminate  Schedule E - Private Fire Protection, A W  was 

o r d e r e d  to file a c o st -o f-servi ce  study b y  June 1, 1961. In a 

l e t t e r  dated M a y  22, 1981, AWU i n d i c a t e d  its intent to file a 

n e w  re ve nu e  r e q u i r e m e n t  study b y  S e p t em b er  1, 1981. AWU 

i n d i c a t e d  th at it w o u l d  be a pp ro priate for the cost-of-service 

s t ud y  to be b a s ed  on the new r e v e n u e  re q ui r e m e n t  study.

The C o mm i s s i o n  concurs w i t h  A W U  tha t the cost-of-

s er v i ce  study should be based on the p e r m a n e n t  revenue requir e­

men t  e s ta b li s he d  in this proceeding. Therefore, the cost-of- 

se rv i ce  study conditi on  attached to approval o f  TA21-.122 will 

be  su bs u me d  under D o c k e t  U-81-78.

TH E CO M MI S S I O N  FURTH ER  FINDS AND CONCLUDES:

1. A WU  is a public u t i l i t y  as de f in e d in AS 

4 2 . 0 5 . 7 0 1  and is su bj ec t to the r e g u l a t o r y  j ur i sd i c t i o n  of this 

Commission.

2. AWU's request for p e r m a n e n t  rate re li ef should be

s u s p e n d e d  for an initial six-month period, n o t  to exte nd beyond i
April 16, 1982, p e n d i n g  full i n v e s t i g a t i o n  of the pr op o se d  rate 

i n c r e a s e .

3. A WU has demons tr at ed a revenue d e f i c i e n c y  of 

$849,790 and should be granted a r ef u nd a b l e  i n te r im  rate increase 

o f  15 p e r c e n t  to be coterminous w i t h  C o m m i s s i o n  c o ns id er ation

of  the p e r m a n e n -; rate request. The increase s h ou ld  be applied 

a c r o s s - t h e - b o a r d  to the currently e ff e ct iv e  t ar if fed rates for 

r e c u r r i n g  charges for water sales and for no n -r e c u r r i n g  charges 

e x c l u d i n g  deposits and initial fees for connection, permits and 

inspection.

4. AWU should be al lo w ed  to drop the p r i v at e hydrant 

m a i n t e n a n c e  fee.

U - 7 6 - 6 6 (9), U - 8 1 - 7 8 (1)
P a g e  6 o f  8
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5. AWU shoul d not be r e q u i r e d  to estab li sh  an escrow

a c c o u n t  or p o s t  a bond. The p u b l i c  will be pr o te c t e d  by

r e q u i r i n g  the u t i l i t y  to refund any excess revenues collected.

6 . Inasmuch as sp eci al c o n t r a c t  issues of Docket 

U - 7 6 - 6 6  are to be t ra ns fe rred to  and su b su me d  in this Docket; no

f u r t h e r  s u bs t an t iv e or p ro c ed u ra l issues remain  to be consi dered

or  r e s o l v e d  in that proceeding; there are no costs to be allo­

ca t e d  u n d er  AS 42.05.651, and D o c k e t  U-76- 66  shou ld be closed.

7. The c o s t - o f -s e rv i ce  st u dy  c o n d it io n  attached to 

ap p ro v al  of TA21-122 should be t r a n s f e r r e d  to and subsumed 

u n d e r  D o c k e t  U-81-78.

8 . Staff should be m a d e  a p a r t y  to this proceeding.

O R D E R

T H E  C O M M I S S I O N  FURTH ER  ORDERS:

1. The op er at io n of the t a r i f f  revision, desig na ted 

as T A 2 2 - 1 2 2, filed b y  the M u n i c i p a l i t y  of A n c h o ra ge  d/b/a 

A n c h o r a g e  W a t e r  Utility, is s u s p e n d e d  for an initial si x-month 

p e r i o d  n o t  to e x t en d  beyond April 16, 1982.

2. The Mu ni ci p al i ty  o f  A n c h o ra g e d/b/a Anc horage 

W a t e r  U t i l i t y  is gran t ed  an interim  rate increase of 15 percent, 

f ully r e f u n d a b l e  and coterminous wi t h  C o m m i s s i o n  c o ns id eration  

o f  the p e r m a n e n t  rate request. The increa se  is applicable on 

an a c r o s s - t h e - b o a r d  basis to c u r r e n t l y  ta riffed rates for 

r e c u r r i n g  ch arg es for water sales and for n o n - r e c u r r i n g  charges 

e x c l u d i n g  deposi ts  and fees for initial connections, permits 

an d inspection, upo n bills r e n d e r e d  on  or after O c t o b er  16,

1981.

3. The pr iv at e  h y d r a n t  m a i n t e n a n c e  fee, Rule 10.10 

o f  T a r i f f  Sheet No. 47 shall be deleted.

4. The M u n ic ip a li t y o f  A n c h o r a g e  d/b/a Anchorage 

W a t e r  Uti l it y shall m a i n t a i n  records cf  ea c h  cu s to m er  payi ng  

th e inte ri m  rate increase. The u t i l i t y  shall be r equir ed  to

U - 7 6 - 6 6 (9), U - 8 1 - 7 8 (1)
P a g e  7 o f  8
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r e f u n d  any rev enues c o ll e ct e d u nd e r the in te ri m  rate increase 

in excess of revenues w h i c h  w o u l d  hav e b e e n  d e r i v e d  dur in g  the j 

same p e r i o d  if the p e r m a n e n t  rate in c re a se  u lt im a t e l y  g r a nt e d 

in this p r o c e e d i n g  had be en  in effect. If the rates w h i c h  the 

C o m m i s s i o n  s ub s eq u e n t l y  allows on a p e r m a n e n t  basis are gr ea te r 

than rates al lo we d  on an inter im  basis, the r e s u l t a n t  re venue 

d e f i c i e n c y  may n o t  be c o l l ec t ed  b y  the M u n i c i p a l i t y  of A n c h or ag e  

d/b/a A n ch o r a g e  W a t e r  Utility.

5. By N o v e m b e r  15, 1981, the M u n i c i p a l i t y  of 

A n c h o ra g e d/b/a A n c h o r a g e  W a t e r  U t i l i t y  shall file amen de d t a ri ff  

sheets re f le c ti ng  the in te ri m rate increase a p p r ov e d by  this 

O r d e r .

6 . An  i nv e s t i g a t i o n  is insti t ut e d into the r e a s o n­

ableness and p r o p r i e t y  of  the s u b je c t ta ri ff  filing.

7. The o ut s t a n d i n g  issues in D o c k e t  U- 76-66 and 

TA2 1- 1 22  are su b su m ed  in Dock e t U-81-78.

8 . D o c k e t  U-76-66 is closed.

9. The M u n i c i p a l i t y  of An c ho r ag e d/b/a An c ho r ag e  

Water U t i l i t y  shall file a c o s t - of -s e rv i ce  study, w i t h  the 

deadline for its s ub m is si o n to be es ta bl i sh e d by a subse q ue n t 

order of the Commission. I

10. The Com mi s s io n  S ta ff  is made a party to this 

p r o c e e d i n g .

I
I

D A TE D  AND E F F E C T IV E  at Anchorage, Alas k a  this 29th day of 
October, 1981.

BY D I R E C T IO N OF  THE C OM M IS S I O N

( S E A L )

.  ^

U - 7 6 - 6 6 (9), U - 8 1 - 7 8 (1)
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ALASKA PUBLIC UTILITIES COMMISSION
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

r r 3 W ^
JAY S. HAM M OND, G o vo fn o f

1100 MncKay Qulld ing 
330 Dona ll S lioot 
A n c h o r s ,  Alaska S0501

. Phono (907) 276-6222

N o v e m b e r  5, 1981

Mr. J o h n  W. C o y n e  
A s s i s t a n t  M u n i c i p a l  A t t o r n e y  
M u n i c i p a l i t y  o f  A n c h o r a g e  
P o u c h  6-650
A nchorage, A l a s k a  99502

D e a r  Mr. Coyne:

RE: The A p p l i c a t i o n  o f  the M u n i c i p a l i t y  of A n c h o r a g e
For a C e r t i f i c a t e  of Pu bl ic C o n v e n i e n c e  and 
N e c e s s i t y  to O p e r a t e  as a P u b l i c  U t i l i t y  
F u r n i s h i n g  Garbage, R e fu se  and Tras h 
C o l l e c t i o n  and D i s p o s a l  Serv ic e

W i t h  r e c o g n i t i o n  of  the fact that S t a f f  a g re ed  tha t responses J 
to q u e s t i o n s  3, 4 and  .10 co u ld  be o m i t t e d  and the r e qu es t  
for e x e m p t i o n  b y  the M u n i c i p a l i t y  o f  Anchorage, a re vi ew of 
the above r e f e r e n c e d  a p p l i c a t i o n  d i s c l os e s that the app lication  
is d e f i c i e n t  or o t h e r w i s e  in c om p l e t e  in the f o l l ow i ng  respects:

(1) The 5 6 0 . 0 0  a p p l i c a t i o n  fee r e q u i re d  b y  AS 42 .0 5. 661 and 
n o te d  in i n s t r u c t i o n a l  f ootno te  2 of the ap pl ic a ti on  
has n o t  b e e n  paid.

(2) The s e r v i c e  area description, E x h i b i t  E, is n ot  set 
forth in township, ra nge and s e ct i on  d e s i g n a t i o n s  as 
r e q u e s t e d  in i ns t r u c t i o n a l  fo ot no te 3 of the application.

(3) Th e  p r o p o s e d  t a r i f f  i nclude d wi t h the a p p l i c a t i o n  is 
no t set f o r t h  in the format a p p ro v ed  b y  the Commission, 
as r e q u i r e d  by 3 AAC 48.200, 3 AAC 4 8 .4 30  and as noted 
in i n s t r u c t i o n a l  f o ot no te  13 o f  the applic at ion.

In order t h a t  n o t i c i n g  of the a pp l i c a t i o n  can be made and to 
a v oi d  any f u r t h e r  u n n e c e s s a r y  delay in the p r o c e s s i n g  of the 
appl ication, yo u  are r e q u e s t e d  to i m m e d i a t e l y  remit the 
s t a t u t o r y  $ 5 0 . 0 0  a p p l i c a t i o n  fee and not later than November 20, 
1981, file a s e r v i c e  area d e s c r i p t i o n  set forth in the 
township, r a n g e  and s e c t i o n  format for the arcj.uS in w hi ch  
the ut il it y  s e r v i c e s  are provided.

, 7
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P e n d i n g  its initial c o n s i d e r a t i o n  w h e t h e r  to g r a n t  the 
re qu e st e d e x e m p t i o n  f ro m  e c o n o m i c  re gu lat ion, the C o m m i s s i o n  
will not r e q u i r e  that the forma t of the p r o p o s e d  t a r i f f  be 
c or re cted or  th a t a r e s p o n s e  to q u e s t i o n  14 o f  the a p p l i c a t i o n  
be filed. However, the M u n i c i p a l i t y  of  A n c h o r a g e  is p l a c e d  
on notice t h a t  c o r r e c t i o n  o f  the t a r i f f  f ormat and the 
filing of a r e s p o n s e  to q u e s t i o n  14 of  the ap p li c a t i o n  as 
well as the fi li n g  of  o t h e r  s up p l e m e n t a l  i n f o r m a t i o n  m a y  be 
r e q u i r e d  p r i o r  to any final d e c i s i o n  o f  the C o m m i s s i o n  
r e g a r d i n g  the r e q u e s t e d  e x e m p t i o n  or c e r t i f i c a t i o n  application.

BY D I R E C T I O N  OF T H E  C O M M I S S I O N

V e r y  truly yours,

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

John B. F a r l e i g h  
x e c u t i v e  D i r e c t o r
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Assistant M u ni ci pal Atto rney 
Muni c ip al i ty  of Anc horage 
■Pouch 6-650
Anchorage, Ala|^sW 99502

Dear Mr. Coyne:

RE: The A pp licatio n of the M u n i ci p al it y  of An ch or age
For a Certificate of Public Con venienc e and 
N ec e ss it y to Op erate as a Publ ic Utility 
Furn is hi ng  Garbage, Refuse and Tr as h 
Col lection and Disposal Service

With recognition of the fact that Staff agreed that responses

to qu es ti ons 3, 4 and 10 ,c o u ld be omitted and the request 
IwtU

for exemption., a rev iew of Lne above refer en ce d ap pl ica tion 
a v j, y j/,-a

W'' discloses that the applicati on  : s
-cdivtTrh 

f^ii-cudstfor oth erwise

incomplete in the following respects:

(1) The $50.00 application fee required by AS 42.05.661 and 

noted in instructional footnote 2 of the application 

has not been paid.

(2) The service area description, Exhibit E, is not set 

forth in township, range and section de signati on s as 

requ ested in instru ctional footnote 3 of the application.

r*

(3) The proposed tariff included with the app li cation is 

not set forth in the format approved by the Commission',

f'
as required by 3*^AC 4 8 . 2 AAC 48. 430 and as noted 

in instructional footnote 13 of the application.

In order that noticin g of the ap pl ication can be made and to 

avoid any further unn ec essary delay in the pro ce s si ng  of the 

application, you are re qu es ted to immediately remit the
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O R D E R  NO. 2

1 STATE O F  A L AS K A

2 T HE  ALASKA. P UBLI C UT I LI TI E S C O M M I S S I O N

3

4
Be fo r e  Co mmissioners: C a r o l y n  S. Guess, Chairm an

5 M a r v i n  R. W e a t h e r l y
S us a n M. Kn ow les

6 S t ua rt  C. Hall
D ia n a E. Sn owden

7

8
In the M a t t e r  of  the F i li ng  o f  a 

9 T a r i f f  Revision, D e s i g n a t e d  as
TA139-120, b y  the M U N I C I P A L I T Y

10 O F  A N C H O R A G E  d/ b/a A N C H O RA G E 
T E L E P H O N E  U T I L I T Y  To Chan ge  the

11 C on ditions  and Rates for Coin 
T e l e p h o n e  Se rvice

1  2 ______________________________________________

13
O RDER E X T E N DI N G SU S PE N S I O N  P E R I O D  AND

14 R E Q U I R I N G  S U P P L E M E N T A L  INFORM AT IO N

15 Oue to the w o r k l o a d  and o u t- o f - s t a t e  co mm itm ents of

16 the h e a r i n g  panel in this p r o c e e d i n g  and the desire b y  the

17 full C o m m i s s i o n  to address the social issue raised b y  the

18 utili ty 's  r e qu e st  to increase the rates for p ublic and semi-

19 p ub l ic  te l ephon e service from IOC to 2 0 C p er  call, the Com-

20 m i s s i o n  will e x te n d the s us pe n si o n p e r i o d  in this D o c ke t  until

2 1 M a r c h  1, 1982.

22 Ii* addition, the C o m m i s s i o n  reques ts  the ut i li t y to 

u 23 r e s p o n d  to the fo ll owing questions:
0J

§ Jj 24 1. Is it te c hn i c a l l y  fea sible to li mi t a coin tele-
tn

25 p ho ne  call in the ut il it y' s serv ic e area to three or fiveT j C3 r-t
S c  O

26 m i n u t e s ?  W h a t  w o u l d  be the co s t  of  im p o si ng  th at  limitation?
C/5 00 CM

p  £  <2 2  27 2. Do  the ut il it y' s co i n te le phones pr es e nt l y operate
I </) vO

~  m Jh £  28 on a "Dial Tone First" basis?  If not, is it t e c h ni ca l ly  feasible
c""* C  <Xi

o  2  « | 29 to c o n v e r t  the u t ility' s coin t el ephones to operate on that
h J 3 03 J3

30 basis so th a t users can reach the o p e r at or  or 911 w i th ou t  theCU >\ *
5̂ u
o <  3 i r e q u i r e m e n t  of the d e p os i t of  coins? W h a t  w o u l d  be the time-

C/5 <*3
c  z:
<  o  32 table and c o s t  of that c o nversi on ?o

U - 8 1 - 3 3 (2)
P a g e  1 o f  2



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
 

11
00
 

M
a
c
K
a
y
 

B
u
i
l
d
i
n
g
 

- 
33
8 

D
e
n
a
l
i
 

S
t
r
e
e
t
 

A
n
c
h
o
r
a
g
e
,
 

A
l
a
s
k
a
 

9
9
5
0
1
 

P
h
o
n
e
 

2
7
6
-
6
2
2
2

1 O R D E R

2 IHE C O M M I S S I O N  F U R T H E R  ORDERS:

3 1. The o p e r a t i o n  o f  the t a r i f f  revision, d e si g na te d

4  as TA139-120, filed b y  the M u n i c i p a l i t y  of A n c h o r a g e  d/b/a

3 A n c h o r a g e  Te l ep ho n e U t i l i t y  is s u s p e n d e d  for an additional

8 90-d ay  p e r i o d  n o t  to exte nd  b e y o n d  M a r c h  1, 1982.

7 2. By J a n u ar y  15, 1982, the M u n i c i p a l i t y  of An ch or -

8 age d/ b /a  A n c h or a ge  T e le p ho ne  U t i l i t y  shall ’file the following

8 i n fo r ma ti o n w i t h  the Commission:

a. Is it t e c h n i c a l l y  fea si bl e to l i mi t  a co in  tele-

11 phone call in the u t ility 's  se rv ic e  area to three or five

12 m i n u t es ?  Wh a t  w o ul d  be the c o s t  of i m p o s i n g  t h a t  limitation?

13 b. Do the ut il it y's co in  te le p ho n es  p r e s e n t l y  operate

14 on a "Dial Tone First" b asis? If not, is it t e c h n i c a l l y  feasible

15 to conv e rt  the u ti li ty's co i n  te le ph on e s to op er ate on that

16 basis ? W h a t  w ou l d be the ti m e ta b le  and c o s t  of that conversi on ?

17

D A TE D  A N D  E F F E CT I VE  at Anchorage, Alaska, this 1s t  day of 
IS December, 1981.

10

19

2 0  
21 

22
23

24

25

26 

27

BY D I R E C T I O N  O F  THE C O M M I S S I O N  
(C om missioners Stu ar t  C. Hall, c o n c u r r i n g  in result, and 
S usan M. Kn owles and Di an a  E. Snowden, n o t  pa rt icipati ng )

( S E A L )
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32

B e f o r e  C o m m i s s i o n e r s : C a r o l y n  S. G u e s s ,  C h a i r m a n  

M a r v i n  R. W e a t h e r l y  

S u s a n  M .  K n o w l e s  

S t u a r t  C.  H a l l  

D i a n a  E. S n o w d e n

In t h e  M a t t e r  of t h e  F i l i n g  o f  a n  

A p p l i c a t i o n  fo r A m e n d m e n t  o f  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  N o .  1 2 0  b y  t h e  M U N I C I ­
P A L I T Y  O F  A N C H O R A G E  d / b / a  

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

I n c l u d e  E l m e n d o r f  A i r  F o r c e  B a s e  

in I t s  S e r v i c e  A r e a

In t h e  M a t t e r  of a n  A m e n d m e n t  to 

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  N o .  19 h e l d  b y  

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

I N C . ,  T o  D e l e t e  E l m e n d o r f  A i r  

F o r c e  B a s e  f r o m  I t s  S e r v i c e  A r e a

U - 8 0 - 8  

O R D E R  N O .  2

U - 8 0 - 9 0  

O R D E R  N O .  2

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

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

O n  F e b r u a r y  2 9, 1 9 8 0 ,  t h e  M U N I C I P A L I T Y  O F  A N C H O R A G E  

d / b / a  A N C H O R A G E  T E L E P H O N E  U T I L I T Y  (AT U)  f i l e d  w i t h  t h e  C o m m i s s i o n  

a n  a p p l i c a t i o n  f o r  an a m e n d m e n t '  o f  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  N o .  1 2 0  to i n c l u d e  E l m e n d o r f  A i r  F o r c e  B a s e  

(E A F B )  in i t s  a u t h o r i z e d  s e r v i c e  a r e a .

O n  N o v e m b e r  13, 1 9 3 0 ,  t h e  C o m m i s s i o n ,  a f t e r  n o t i c i n g  t h e  

a p p l i c a t i o n  a n d  r e v i e w i n g  t h e  f i l i n g ,  i s s u e d  O r d e r s  N o .  1 in t h e  

a b o v e - c a p t i o n e d  p r o c e e d i n g s  w h i c h  in p a r t :  g r a n t e d  a n  a m e n d m e n t

to t h e  c e r t i f i c a t e  o f  A T U  to i n c l u d e  t h a t  p o r t i o n  o f  E A F B  t h a t  w a s  

n o t  w i t h i n  t h e  s e r v i c e  a r e a  o f  M A T A N U S K A  T E L E P H O N E  A S S O C I A T I O N ,  

I N C .  ( M T A ) ; g r a n t e d  a t e m p o r a r y  a m e n d m e n t  to t h e  c e r t i f i c a t e  o f  

A T U  tc i n c l u d e  t h a t  p o r t i o n  o f  E A F B  t h a t  w a s  w i t h i n  t h e  s e r v i c e  

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

U - 8 0 - 8  ( 2 ) ,  U - 8 0 - 9 0  ( 2 )  (1.2-14-81)
Page 1 o f  3
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1 a c c o r d a n c e  w i t h  A S  4 2 . 0 5 . 2 7 1  to d e t e r m i n e  if t h e  p u b l i c  c o n v e n -

2 i e n c e  a n d  n e c e s s i t y  r e q u i r e s  MTA1s c e r t i f i c a t e  N o .  19 to  b e  m o d i -  

7' f i e d  to e x c l u u e  d m  r d  rrorn i c s s e r v i c e  u r e a ,  a n d  if s o,  w h e t h e r  t h e

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

5 w i l l  h a v e  t h e  b u r d e n  o f  p r o v i n g  t h a t  M T A ' s  c e r t i f i c a t e  s h o u l d  be

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

7 n e c e s s i t y .  A T U  w i l l  a l s o  b e a r  t h e  b u r d e n  o f  p r o o f  t h a t  it is f i t ,

8 w i l l i n g  a n d  a b l e  to  p r o v i d e  l o c a l  e x c h a n g e  s e r v i c e  to E A F B  o n  a

9 p e r m a n e n t  b a s i s .  M T A  w i l l  b e  r e q u i r e d  to p r e s e n t  t e s t i m o n y  r e l e -

1 0  v a n t  to  t h e s e  i s s u e s  a n d  i t s  i n t e n t i o n  o f  p r o v i d i n g  s e r v i c e  in

1 1  t h i s  a r e a  of E A F B .

12 T h e  C o m m i s s i o n  b e l i e v e s  it w o u l d  b e  c o n d u c i v e  to a f a i r

1 3  a n d  e x p e d i t i o u s  d i s p o s i t i o n  of  t h e  p r o c e e d i n g s  to r e q u i r e  A T U  a n d

1 4  MTA to e a c h  s u b m i t  a l i s t  o f  w i t n e s s e s  in t h e  o r d e r  o f  t h e i r  

1 3  a p p e a r a n c e  a n d  to p r e - f i l e  w r i t t e n  p r e p a r e d ,  i n s t e a d  o f  o r a l

1 0  d i r e c t ,  t e s t i m o n y  in a c c o r d a n c e  w i t h  3 A A C  4 3 . 1 5 0 ( f ) .  A T U  a n d  M T A

1 7  w i l l  b e  s p e c i f i c a l l y  p r e c l u d e d  f r o m  c o l l i n g  w i t n e s s e s  w h o  h a v e  n o t

1 8  s u b m i t t e d  p r e p a r e d  w r i t t e n  t e s t i m o n y .  E x c e p t i o n s  m a y  b e  g r a n t e d

1 9  b y  t h e  C o m m i s s i o n  b a s e d  o n  a n  o f f e r  o f  p r o o f  t h a t  a w i t n e s s ' s

2 0  t e s t i m o n y  is n e c e s s a r y  f o r  a c o m p l e t e  e v i d e n t i a r y  r e c o r d .  J u s t i -

2 1  f i c a t i o n  f o r  t h e  o m i s s i o n  o f  t h e  w i t n e s s  f r o m  t h e  o r i g i n a l  w i t n e s s

2 2  l i s t  m u s t  b e  p r o v i d e d .

THE COM MI S S IO N  FURTHER FINDS AND CONCLUDES:

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

c e e d i n g s  in A n c h o r a g e ,  A l a s k a ,  a t  w h i c h  t i m e  A T U  w i l l  b e  r e q u i r e d  

to s h o w  t h a t  t h e  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  r e q u i r e  t h a t

a r e a  a n d  t h a t  it is f i t ,  w i l l i n g  a n d  a b l e  to p r o v i d e  l o c a l  e x -

2. A T U  a n d  M T A  s h o u l d  b e  r e q u i r e d  t o  p r e - f i l e  t e s t i m o n y

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

U - 8 0 - 8 ( 2 ) ,  U - 8 0 - 9 0 ( 2 )
Page 2 o f  3
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1 O R D E R

2 T H E  C O M M I S S I O N  F U R T H E R  O R D E R S :

1 - . . . .  .
1. A  p U D i i c  h e a r i n g  s n a t i  D e  n e l d  a t  9 : 0 0  a . m .  o n

4  J a n u a r y  2 6,  1 9 8 2 ,  a t  t h e  C o m m i s s i o n ' s  o f f i c e s ,  1 1 0 0  M a c K a y  B u i l d -

^ i-ng, 3 3 8  D e n a l i  S t r e e t ,  A n c h o r a g e ,  A l a s k a .  A t  t h e  h e a r i n g ,  t h e

6 M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  A n c h o r a g e  T e l e p h o n e  U t i l i t y  s h a l l

^ b e a r  t h e  b u r d e n  o f  p r o v i n g  t h a t  t h e  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 -

O
l e n c e  a n d  N e c e s s i t y  N o .  19 o f  M a t a n u s k a  T e l e p h o n e  A s s o c i a t i o n ,

^ I n c . ,  s h o u l d  b e  m o d i f i e d  t o  e x c l u d e  t h e  s e r v i c e  a r e a  w i t h i n  t h e

b o u n d a r i e s  o f  E l m e n d o r f  A i r  F o r c e  B a s e  to m e e t  t h e  r e q u i r e m e n t s  o f  

t h e  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 .  T h e  M u n i c i p a l i t y  o f

1?
A n c h o r a g e  d / b / a  A n c h o r a g e  T e l e p h o n e  U t i l i t y  s h a l l  a l s o  b e a r  t h e

1 T
b u r d e n  o f  p r o v i n g  t h a t  it is f i t ,  w i l l i n g  a n d  a b l e  to  h a v e  p e r -

^  m a n e n t  o p e r a t i n g  a u t h o r i t y  w i t h i n  t h e  b o u n d a r i e s  o f  E l m e n d o r f  A i r

^  F o r c e  B a s e .

1 ft
2. T h e  M u n i c i p a l i t y  o f  A n c h o r a g e  d / b / a  A n c h o r a g e  T e l e -

1 7
p h o r e  U t i l i t y  s h a l l  f i l e  b y  <1:00 p . m . ,  J a n u a r y  19, 1 9 3 2 ,  a l i s t  o f  

w i t n e s s e s  in t h e  o r d e r  o f  t h e i r  a p p e a r a n c e  a n d  w r i t t e n  p r e p a r e d

19

20  
21 
22 
23 

? A

2 5

2 6

2 7

2 8

2 9

3 0

3 1

3 2

t e s t i m o n y  for e a c h  w i t n e s s .

3. M a t a n u s k a  T e l e p h o n e  A s s o c i a t i o n ,  I n c . ,  s h a l l  f i l e  b y

4 : 0 0  p . m . ,  J a n u a r y  19, 1 9 8 2 ,  a l i s t  o f  w i t n e s s e s  in t h e  o r d e r  o f

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

r e l e v a n t  to t h e  i s s u e s  c o n t a i n e d  in O r d e r i n g  P a r a g r a p h  1 a n d  i t s

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

D A T E D  a n d  E f f e c t i v e  a t  A n c h o r a g e ,  A l a s k a ,  t h i s  1 4 t h  d a y  o f  

D e c e m b e r ,  1 9 8 1 .

B Y  D I R E C T I O N  O F  TtlF. C O M M I S S I O N  

( C o m m i s s i o n e r s  M a r v i n  R. W e a t h e r l y  a n d  S u s a n  M. K n o w l e s ,

n o t  p a r t i c i p a t i n g )

- /
(S E A  L) ■>

U - 8 0 - 3 ( 2 ) ,  U - 8 0 - 9 0 ( 2 )
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ha s not yet b e e n  c om p le t ed  on the final S ta f f report. The  St a ff  

b e l i e v e s  it is in the p u b l i c  interest that such a co mp reh e ns i ve  

and  a n a l y t i c a l  repor t be submitted.

D A T E D  this 15th day of December, 1981.

W I L S O N  C O N D O N  
A T T O R N E Y  G E N E R A L

B y______ €6 . 0 tt-h-Xih '~H • Qo.<yx.
El i sa b et h  H. Ross

g A s s i s t a n t  A t t o r n e y  General
A la s ka  Pu bl ic  Utilities 

2 o C o m m i s s i o n  Sta ff

11
O R D E R

12
13

14

T h e  S ta f f shall h a v e  until J a n u a r y  15, 1982 for the

fi ling of its rep or t on the G i r d w o o d - A l y e s k a  first nor malized year

of o p e r a t i o n  revenu e r e q u i r e m e n t  study.

1 5  DATED AND EFFECTIVE t h i s  £*5 day of December, 1981, at Anchorage, Alaska.

16

17

18 

19

C o m m i s s i o n e r '

™  Th' & O r d e ' f  i s ^ ' d e ^ g ^ i e d ^ " O r d e r  Nol • :-13 / i n  Docket JJ-80-4 .and .\
* u | Cy.,g> ' y‘ >V_______

Order: No .'^ ̂ V'dn "Docket .il^8i-36 • H21
22
23

24

25

26

27

28

29

30

31

32

*%

(SEAL)

o v '- t t

• •* ».

/. ■
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STATE OF ALASKA

THE A L A S KA  PUBLIC UT ILITIES C OM MISSION
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Before Co mm issioners: C ar ol yn S. Guess, Chairman 
M ar vi n  R. We at he r ly  
Susan M. Knowles 
Stuart C. Hall 
Diana E. Snowden

)

In tne Matter of the Filing of a 
Tariff Revision, Des ignated as 
T A 1 4 8 - 1 2 C , by the MUN I CI PA L IT Y  OF ) 
A NC HO RAGE d/o/'-. AN CHOR AG E TE LE PHONE ) 
UTILITY T o  Change the R a t e  St ructure ) 
f o r  v.he P r o v i s i o n  o f  Basic T e l e p h o n e  ) 

I n s t r u m e n t s  )

U-81-46 

O RD E R NO. 2

)

O RD E R EXTENDING SU SPE N SI ON  PERIOD
a n d  I n c o r p o r a t i n g  i n v e s t i g a t i o n  o f

S TR AI GHT LINE FEATURE 

On June 16, 1981, the M U NI C IP AL I TY  OF ANCHORAG E d/b/a 

ANCHORAGE  T EL E PH ON E  UT IL IT Y (ATU) filed a tariff revision, d e s i g­

nated as TA148-120, requesting a change in rates and rate struc­

ture to separate billing charges between service access lines and 

telephone instruments. ATU stated that this was necess it at ed by 

recent Federal Com mu n ic at i on s  C o mm i ss io n  (FCC) actions.

ATU's pr ese nt tariff provid es  for basic local business

' I
or residence service which includes the first or main telephone 

instrument at no additional charge. An addit io na l charge is 

assessed tor eacn e x t e n s i o n  c on nected to t>.e \ o c a \ sevvioe,

In TA148-120, ATU pro p os ed  to eliminate the e x te ns ion charge, but 

proposed to charge tho customer for each instrument (including the 

main instrument) provided by the utility. ATU asserted that 

el im ination of ex tension service charges and implementation of 

charges for instruments would result in v i r t u a l l y  no net change in 

r e v e n u e .

The filing was noticed on Jun e 24, 1981, with a closing 

da te  of July 23, 1981, for the submission of statements in su pp ort

U - 8 1 - 4 6 ( 2 ) (1/28/82)
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of, or in oppos i t io n to, the proposed tariff revision. No public 

response was received.

On Ju l y  30, 1981, the Co mm i ss i on  issued Order No. 1 in 

this Docket w hi ch  suspended TA 14 8-120 for an initial six-month 

period and required ATU to file its pe rm anent revenue requirement 

in a cc ordanc e with 3 AAC 48.275(a) and a c on cu rr ent unbundling of 

rates by November 1, 1981. The C om m is s i o n  found that it could not 

eva luate the re as on ab leness or fairness of ATU's proposed rates 

wi th o ut  this required information.

On November 4, 1981, ATU, through its attorney, subm it­

ted a letter of response to "various Staff and Commiss io n concerns 

resu lting from ATU's filing in Docket U-81-46 and ATU's attempts 

to satisfy those concerns." In this letter ATU attempted to 

pr ovide a number of reasons why the C o mm is s io n  should accept the 

un bun dl ing p ro po sed in TA148-120, and should set work sessions 

with ATU to establish approp ri at e m e t h o d o l o g y  for the performance 

cf a c os t -o f -s er v ic e  study. ATU averred that due to the mu ltitude 

of recent d e v e lo p me nt s  in the industry relating to FCC rulings, 

toll settlements, new tariffs, etc., a meanin g f ul  cos t- o f -s e rv i ce  

study cannot  be performed wi thout some gu i d an ce  from the C o m m i s­

sion. As an alternative, ATU suggested scheduling a public h e a r­

ing at which ATU and Staff could present  testimony concerning t' 

f i l i n g .

The C om m is s i o n  is of the opinion that such a hearing is 

not a p propr ia te  at this time. The Com mi s s io n  wishes to reaffir m 

its position as set forth in Order No. 1 that the material filed 

with  TA148-120 is insufficient ' letermine the reasonable ne ss  of 

the rates proposed. A lt ho ug h implementa ti on  of the pronosed rates 

will not result in a net increase in revenues to ATU, it does 

co nstitu te  a rate increase because cu st omers will now be charged 

for an individual service that has pr e vi o us ly  been part of the

U - 8 1 - 4 6 ( 2 )
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11̂• }l



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
 

11
00
 

M
a
c
K
a
y
 

B
u
i
l
d
i
n
g
 

- 
33
8 

D
e
n
a
l
i
 

S
t
r
e
e
t
 

A
n
c
h
o
r
a
g
e
,
 

A
l
a
s
k
a
 

9
9
5
0
1
 

P
h
o
n
e
 

2
7
6
-
6
2
2
2

1 total mo nt hly recurring charge - i.e., use of the main instrument.

2 The C om mi ss ion reiterate s the ne cessity  for a filing in accordance

3 with 3 AAC 48.275(a) and a concu r re n t unbundl in g of rates prior to

4 implementation^iof TA148-120. However, the Co m mi s si on  concurs with

5 ATU that it is essential that some g uidan ce  be given in order to

6 make that filing as me an i ng f ul  and cost eff ective as possible. To 

' 7 this end, the C o m m i s s i o n  intends to issue at. some time in the

8 future a Genera l Order providing guid el in es concerning the method-

9 ology and in fo rma tion that must be submitted as a part of the

10 tariff revision which requests unbundled rates. Therefore, the

11 C om mi ssion believes it app ropriate  to extend the suspension period

12 of TA 1 48 -1 20  until the Commissio n is able to provide this gui dance

13 to ATU.

14 Also, on November 5, 1981, the Staff filed a motion

15 requesting the Co m mi ss i on  to c o nsolida te  the investigation of the

16 straight line feature telephone rates (U-81-29) with this proceed-

17 ing. ATU stated it did not oppose the motion. The Commi ss i on  had

18 grant ed  interim approval to rates for straight line feature tele-

19 phones for the Rolm CBX, Rolm SCBX, and the SC-1 and suspended the

20 filing for further investigation. Comtec, Inc., a company engaged

2 1 in selliig, installing, and ma inta in in g telephone equipment, had

22 filed a protest to the tariff revision request, but had never

23 filed for intervention in the formal in vestigation proceeding.

24 The Co m mi s s i o n  observes that the suspension period in

25 U-81-29 <- xpired Nov em be r 11, 1981. However, the rate investiga-

26 tion of the instrument group targeted in U-81-29 is one small

27 subset of the investig at io n required and is incorporated in

28 U-81-46, and it is the Co mm i ss i on 's  intention to investigate the

29 straight line feature telephone rates into this proceeding.

3 0  O R D E R

31 THE C O MM I SS IO N  FURTHER ORDERS,' That, the operat io n of

32 the tariff revision, des ignated as TA148-120, filed by the

U - 8 1 - 4 6 ( 2 )
Page 3 o f  4



1 M u n i c i p a l i t y  of A n c h o r a g e  d/b/a A nc h or a ge  Te l ep h on e  Ut il it y is

2 further, suspended until August 1, 1982.

3 D AT E D AND E F F E CT I VE  at Anchorage, Alaska, this 20th day of
January, 1982.

4

5 BY DI RE CTION OF THE C OM M IS S IO N
(Commissioner Susan M. Knowles, not partic ip ating)

7

8
( S E A L )
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STATE OF ALASKA
THE ALASKA PUBLIC U T I L I T I E S  COMMISSION

4 Bef ore Commissioners:

5

6 
7

8
9

10
11
12
13

14

15

16

17
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21  
22
23

24
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31

32

In the Matter of the In v es t i g a t i o n  
into the A v a i l a b i l i t y  of Na tu ral 
Gas to A L A S K A  GAS AND SERVICE 
C O M P A N Y  and E s t a b l i s h i n g  a P r o c e­
dure for Inte rr u pt i ng  Natural Gas 
S e r v ic e  Power Pla nts as May be 
R eq ui red by C a p a c i t y  or Deli ve r- 
a b i l i t y  C on s tr a i n t s  and for E q u i­
table Sh ar ing of the Costs of 
A l t e r n a t e  Fuels

C a r ol yn  S. Guess, Chairman 
M arvin R. W e at h e r l y  
Susan M. Kn owl es 
Stuart C. Hall 
Diana E. Snowden

U -81-82 

O RDER NO. 2

O R D E R  A P P R O V I N G  PROCE DU RE S FOR INT E RR U PT IO N  OF SERVICE AND 
E S T A B L I S H I N G  M ETHOD OL OG Y FOR ALLOC A T IN G COSTS 

R E S U L T I N G  FROM IN T E RR U PT I ON S OF SE RVICE

In response to conce rn s expresse d by AL AS K A  GAS AND 

S E R V IC E  C O M PA NY  (AGAS) and its large power, interruptible c u s t o m­

ers, the M U N I C I P A L I T Y  OF A N C H O R A G E  d/ b/a MU NI CIPAL LIGHT AND POWER 

D E P A R T M E N T  (ML&P), CHUGA CH  ELECTR IC  ASSOCIATION, INC. (CEA), and 

the U NI T ED  S T AT ES  OF AM ER I C A (Military), represe nt in g Elmendorf 

Air Force Base and Fort Ri ch a rd s on  M i l it ar y  Reservation, the 

C om m i s s i o n  ope ne d this do ck et of i nvest ig at ion into the natural 

gas sup pl y s it u at io n in the A n ch o r a g e  Bowl, pr oc ed ur e s for inter­

ruption of natural gas se rvice to the power plant customers, and 

c o s t - a l l o e a t i o n  m e t h o d o l o g i e s  ass oc i at ed  with those service inter­

ruptions.

Ba ck gr o un d
M * j

Th e ab ov e- n am e d parties  notified the Comm ission, both 

o rally and in writing, that AG AS  was facing a pot en ti ally inade- j 

quate s u pp ly  of natural gas during the 1981-82 winter  season, a 

s i t u at i on  ar is ing not only from a higher winter heating demand 

placed upon the AG/AS system but also from a c o n t ra c t dispute

4 ;

U - 8 1 - 8 2  (2 -11-82)
Page 1 o f  24
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1 between AGAS and the State of Alaska, D e p a r t m e n t  of Revenue,

f1
2 regarding the price of royalty gas wh ic h AGAS n o r m a l l y  p u rc hases 

2 Lo me et  cold weather demands.
:l

4 Order No. 1, issued N ovembe r 3, 1981, w h i c h  instituted

5 this proceeding, also scheduled a pu blic hearing on November 9,
11

6 1981, during wnic h the following issues were ad d ressed throughli
7 oral testimony:

® . 1. Should AGAS be require d to take royalt y
gas at any price; and, if so, how should 
the costs be recovered?

Q

10
11

How should the costs of in te r ru pt i on s  be 
comput ed?

3. Once the costs are computed, how should
12 they be passed on?

12 The C om m is s io n  also requested the pa rt ies to submit briefs of

14 their statements prior to the hearing in order to expedit e the

12 proceeding. Briefs were submitted by the parties, wit h the excep

12 tion of CEA, on No ve mber G, 1981.
li

1^ The C o mm is s io n  convened the pu blic hearing at 1:30 p.m.

12 Novembe r 9, 1981, in the C o mm i s s i o n ' s  hearing Loom. The hearing

I 9 was co n ducte d before C o m m i s s i o n e r s  Marv in R. Weatherly, Stuart  C.

Hall, and Diana E. Snowden, with C om mi s s i o n e r  W e a t h e r l y  serving a

21 Pr es iding Officer.
I

22 The parties were rep resente d as follows: AGAS by Dale
i 
l,
Teel, President, and Bill Hickman, Vico P r e s i de n t and Treasurer; 

ML&P by Thom as R. Stahr, Gener al  Manager, and Roger R. Kcmppel, 

Attorney; C EA by its counsel W i l l i a m  J. Moran, and Tho ma s S. 

Ko lasinski, Manager of Power Production; and the M i l i t ar y  by 

Lieut. Colonel Harold A. Froehle, Direct or  of F ac i li ti e s & E n g i­

neering, U.S. Army, Ft. Richardson; Lieut. Co lonel T h e od o re  R.

Kinney, USAF, Chief, O p e r a t i o n s  Branch, 21st Civil Engineering

ZD O *3 A
^  ^ o  Squadron, Elm endorf A .F . Base; Capt. Diane E. Savage, U.S. Army,

Staff Judge Advocate, Fort Richardson, as Counsel; and David a .
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1 Slenkamp, Chief of Utilities, Ft. Richardson. Also present were

2 Carol yn  Evans, Ut ility Financial A n a l ys t III on the Staff of the

3 Commission, and A s si s t a n t  A t t o r n e y  Gen eral, Elisabeth Ross, both

4 of w h o m  served in an a dvisory  c ap a c i t y  to the Commi ssion in this

3 proceeding.

6 S t i pu l at i on  By Pa rties on Order of Interrupti on

7 Prior to the hearing, AGAS submitted a Sti pu lation

8 r eq ue st ing Co m mi s s i o n  approval of a proposed sequence of natural

9 gas i nterr up ti ons among the large power customers, d el in eated in

E xh ib it A thereto. Tne S ti p ul a ti on  also sought Co mm i ss i on  devel-

33 opme n t of a c os t -a l l o c a t i o n  m e th od o lo g y for alter nate fuel ex-

12 pen ses incurred during gas curtailments. While not necessarily

13 op po sing the Stipulation, Thom as  Stahr of ML&P offered an alter-

14 native to tho AGAS proposal in his comm ents submitted prior to the 

hearing:

Ik In t er ru ption of industrial customers should
also be considere d to conserve alternate fuels 

1' for residential and commercial use. In addi­
tion to reducing fuel use for elec tric g e n e r a­
tion, the ensuing shutdown of industrial 
pr oc es se s could make c o ns i de r ab le  amounts of 
p rocess gas available. Ce rt ai n ly  this would 
have to be done with d i s cr e ti on  to avoid 
interrupting the flow of m a t e r i a l s  critical to 
other areas of the state. It is pos sible that

21 a vo l u nt ar y  c u r ta i lm e nt  plan with partial 
redirection of feed stock gas to the utility

22 (gas and electric) sector could be arranged as 
this would be more rational than total inter-

23 ruption of industrial electric service.
(Stahr letter to APUC, dated October 15 , 1901,

24 pp. 2-3.)

25 At the hearing, Commis si on er W e a t h er l y requested formal

2 8 comment regarding any p r ob le ms inherent in the schedule of inter-

27 ruptions prepared by AGAS in its Stipulation. All parties were in

28 agr eement  that natural gas interruptions were ineluctable at some 

2' point in time dur ing the 1981-02 winter season. (The Com mi s s io n  

36 notes that, su b se qu e nt  to the Novem be r 9, 1981, hearing, but prior 

33 to the issuance of this Order, in te rrupti on s caused by extreme

32 cold weather and heavy heating dem and did, in fact, occur.)

18

19

20

U - 8 1 - 8 2
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^ At no time during the hearing did any of the pa rt ies

2 dispute  either the need for or the su bsta nt iv e co nt ent of AGAS's

■3 1
p ro po sed sch ed ul e of inte rr upt ions." However, the M i l i t a r y’s 

^ concur re nc e was co n di ti oned on the fact that they be reimbursed 

^ for expenses incurred during periods of .i n t e r r u p t i o n , since w i t h­

out a co st - sh a ri ng  metho do lo gy, the M i l i t a r y  would be pe nalized 

with "...the entire brunt of the curtailmen ts ."  (Tr., p. 8 .)

None of the other parties presented further co mment on the S t i p u­

lation, nor did ML&P pursue the alter n at i ve  approac he s suggested

in its October 15, 1981, letter to the Commission.

The interrupt]bio c u st omers all utilize natural gas in 

pnv.'ei plants but hove varying c a pa b i l i t i e s  to op erate ut il izing 

a lt e rn at e fuels. All parties agree that the sho rt - t er m  use of 

al te rnate fuels will entail su b st an tial additional costs over the 

sh or t -t e rm  cost of natural gas. Except for d i f fe re n ce s  in cost- 

sharing approaches, all parties concur that it is in the public 

interest that int er ruptions  in the natural gas supplied to..these 

c us t om er s occur in a specific order to minimize the inconv enience 

and cost of alte r na ti v e fuel usage to the c om mu nity as a whole. In 

its review of the prop osed S t ip u la ti o n and its attachments, 

written comments of the parties, and tho oral testimony prese nted 

at the hearing, the Commission finds that the urgency of the 

c u r t a i l m e n t  problem, the need for prompt agreeme nt  by all parties 

to this proceeding, and the i ns u fficien t time a v ai la ble to ex plore 

and perhaps implement an a lt ernativ e c ur t ai lm e nt  procedure, col­

lect iv ely di ctate that the C o mm is s io n  acc ep t the pro po se d p r o c e­

dure for interruptions as a s ho rt - t e r m  plan for deal in g with
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30 ^As a point of clarification, CEA requested that Exhibit A to
the St ip ulation, S ch ed ul e for Planned Interruptions, be mo di fi ed 

2 ^ to assure that Chugach is afforded the f le xi bility to de t er m i n e  
w h i c h  of its power p l an ts  (i.e., Bernice Lake or I n te rn at ional

22 Station) should be the first to be interrupted and/or restored.
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