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HEALTH 
INSURANCE 
ASSOCIATION 
OF AMERICA
1350 Easi Touhy Avenue, Suite 380W, Des Plaines. IL 60018 (312) 297-1490

A p r i l  18, 1986

R e p r e s e n t a t i v e  M i k e  N a v a r r e 

S t a t e  Capitol, R o o m  104 

P.O. B o x  V

Juneau, A l a s k a  99811

RE: O p p o s i t i o n  to H o u s e  B ill 313, R e l a t i n g  to M a n d a t e d  I n s u r a n c e

C o v e r a g e  of M e n t a l  H e a l t h  T r e a t m e n t s

D e a r  R e p r e s e n t a t i v e  Navarre:

Th e  H e a l t h  I n s u r a n c e  A s s o c i a t i o n  of A m e r i c a  (HIAA) o p p o s e s  H o u s e  Bill 

313 as introduced, w h i c h  would, r e q u i r e  i n s urers to p r o v i d e  s p e c i f i e d  

b e n e f i t  c o v e r a g e  for t r e a t m e n t  of m e n t a l  o r  n e r v o u s  conditions.

Th e  H I A A  is a n a t i o n a l  t r a d e  a s s o c i a t i o n  r e p r e s e n t i n g  338 i n s u r a n c e 

c o m p a n i e s  wh o  w r i t e  a p p r o x i m a t e l y  8 6 %  of the p r i v a t e  h e a l t h  i ns u r a n c e  

sold in the U n i t e d  States. M o s t  of the co m p a n i e s  l i c ensed to sell h e a l t h  

i n s u r a n c e  in the state of A l a s k a  are m e m b e r s  of the HIAA. W h i l e  the 

v o l u m e  of b u s i n e s s  that t h e s e  c o m p a n i e s  c o n d u ct  in A l a s k a  is s mall in 

r e l a t i o n  to t h e i r  overall b u s i n e ss ,  w e  n e v e r t h e l e s s  take A l a s k a n  

l e g i s l a t i o n  that is a d ve r s e  to the i n d u s t r y  q u i t e  seriously.

T h e  H I A A  favors the f r e e d o m  of c o n t r a c t  that a l l o w s  i n s u r a n c e  

p u r c h a s e r s  to ob t a i n  the k i n d  of a v a i l a b l e  b e n e f i t  c o v e r a g e  they n e e d  or 

w a n t  and can afford. W e  o p p o s e  l e g i s l a t i v e  m a n d a t e s  that r e s t r i c t  

consumers' fr e e d o m  to ch o o s e  the b e n e f i t s  t h e y  w i s h  to p u r c h a s e  a n d that 

l i m i t  insurers' a b i l i t y  to c o n tr o l  costs and k e e p  r ates down. H o u s e  Bill 

313 w o ul d  impose s uch m a ndates. M e n t a l  h e a l t h  b e n e f i t s  are a m o n g  the 

m o s t  costly, if n o t  the m o s t  c o s t l y  of b e n e f i t  c overages, and H o u s e  Bill 

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

h i g h e r  than t hose r e q u ir e d  in a ny  o t h e r  s t a t e  t h a t  h a s  a d d r e s s e d  the 

i ssue of m e n t a l  h e a l t h  i n s u r a n c e  coverage. In add i t io n ,  the b i l l  w o u l d  

p r o v i d e  no u p p e r  limit to the d o l l a r  a mo u n t  of s u c h  coverage. T h e  cost 

to an i n s u r e r  of p a y i n g  b e n e f i t s  f o r  the r e q u i r e d  tw o  m o n t h s  of 

h o s p i t a l i z a t i o n ,  t hree m o n t h s  of p a r t i a l  h o s p i t a l i z a t i o n  an d t h i r t y  

o u t - p a t i e n t  t r e a t m e n t  vis it s  p e r  y e a r  w o u l d  be stagge r i n g .  It is 

c o n c e i v a b l e  that a f f o r d a b l e  p r e m i u m  rates c o u l d  n o t  b e  e s t a b l i s h e d  for 

i n d i v i d u a l  p o l i c i e s  that w o u l d  be a d e q u a t e  to m a k e  s u c h  b e n e f i t  c o v e r a g e  

f e a s i b l e  to an insurer.



T h e  net eff e c t  of m a n d a t i n g  the level of b e n e f i t s  c o v e r a g e  in H o u s e  

Bill 313 w ould b e  to i n c rease the cost of b e n e f i t  c o v e r a g e  to insurers 

and to d r i v e  u p  the p r i c e  of i n s u r a n c e  p r e m i u m s  to the consumer. Thi s  

w ould result in ii.creasing the c o s t  of d o i n g  b u s i n e s s  for e m p l o y e r s  w h o  

o f f e r  group c ov e r a g e  to t h e i r  e m p l o y e e s  and c o u l d  lead to t heir d e c i d i n g  

e i t h e r  to d i s c o n t i n u e  g r o u p  c o v e r a g e  e n t i r e l y  or to self-insure.

The inc re a s e d  costs of p r i v a t e  in s u r a n c e  ca u s e d  b y  m a n d a t e d  be' r it 

laws has, in fact, caused e m p l o y e r s  n a t i o n w i d e  to dro p  t heir comm il 

g r o u p coverage. Ov e r  four years, 1980 - 1984, the p e r c e n t a g e  of ican

e m p l o y e r s  w h o  s e l f - i n s u r e  j u m p e d  f ro m  1 9%  to 57%. S e l f - i n s u r e r s  ar e  not 

r e g u l a t e d  b y  s tate i n surance laws and c a n n o t  be r e qu i r e d  to o f f e r 

sp e c i f i e d i n s u r a nc e  b e nefits, n o r  can e m p l o y e e s  of s e l f - i n s u r e d s  invoke 

the p r o t e c t i o n s  a f f o r de d  by i n s u r a n c e  laws to e m p l o y e e s  cove r e d  by 

comm e r c ia l  g r o u p  insurance. S e l f - f u n d i n g  t h e r e f o r e  has the n e g a t i v e  

ef f e c t  of leav i ng  those i n c l u d e d  in s u c h  p l a n s  u n p r o t e c t e d  by in s u r a n c e  

r e g u l a t i o n a g a i n s t  such things as the p l a n ' s  insolvency. It als o  resu lt s  

in a loss of reve n u e  to the states, s ince s e l f - i n s u r e d  plai.s are no t  

s u b j e ct  to p r e m i u m  tax liability.

Fo r  all of the cited r e a s o n s the H I A A  o p p o s e s  H o u s e  Bill 313. If you 

h a v e  any q u e s t i o n s  c o n c e r n i n g  o u r  posi t i o n ,  or if I can be of any 

as s i s t a n c e  in p r o v i d i n g  a d d i t i o n a l  i n f o r mation, p l e a s e  do no t  h e s i t a t e  to 

c o n t a c t  m e  at the C h ic a g o  L e g al  Offices of the A s s o c i a t i o n  (telephone: 

3 1 2 / 2 9 7 - 1 49 0 )  or G o r d o n  Evans, w h o  is ou r  r e g i s t e r e d  lobby i s t  in Juneau.

A S/bb



STATE OF ALASKA 1986 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date: 4/22/86
R E Q U E S T ______________________  FISCAL DETAIL____________________________
B ill/R eso lution  No.: HR 313 Agency Affected: All State agencies
T it le :  "An Act, ream'ring insurance BRU: Retirement & Benefits____________

to covpr mental and nervous  ________________________________________
  conditions______________________ _________________________________________
Sponsor:___________________________Components: Retirement ■; Benefits
Requestor:__________________________________________fGHLB)____________________
Date of Request:__________________ _________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
77” 86 T i 8/ FY 88 FY 89 FY 90 FY 9 1

OPERATING
PERSONAL SERVICES 4 i q  7 452.8 489.6 " 528.7 571.0
RTMNT 4 BNFTS 75q.6 820.4 886.0 956.9 1033.4
TRAVEL
CONTRACTUAL
SUPPL IES
EQUIPMENT
LAND 4  STRUCTURES
CRANTS, CLAIMS
TRS MATCH 842.6 270.0 399.6 431.6 466.1
TOTAL OPERATING 1521.9 1643.7 1775.2 19,17..,2. 2070.5

CAPITAL

REVENUE

FUNDING: (Thousands of Dol ars)
GENERAL FUND 1 2 7 5  8 1485.9 1604.8 1733.2 1871.7
FEDERAL FUNDS 70.0 75.6 81.7 88.2 95.2
OTHER 7 6  1 82.2 88.7 95.8 103.6
TOTAL 1 5 2 1  q 1642. 7 1775.2 1917.2 2070.5

POSITIONS: - 0 - - 0 - - 0 - 0 - - 0 -
FULL-TIME ••

• PART-TIME
| TEMPORARY 1I

ANALYSIS: Attach a separate page i f  necessary

Prepared By: JrIC: Humphreys, D irector
Division: Retirement & Benefits

Phone:
Date:

Approved by Commissioner:
Agency: Department of Administration

ndrews Date:

D istribution (by Agency preparing fiscal 
Legislative Finance 
Legislative Sponsor 
Requestor
O ffice of Management and Budget 
Impacted Agency(ies)

note)
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House B ill  313 

Fiscal Note Analysis 
Prepared by Division of Retirement & Benefits 

Department of Administration

April 22, 1986

IV Analysis: This b i l l  would require increased lim its  of coverage
for mental, emotional, or nervous disorders under the 
State 's  health plans fo r active employees of the state  
and a ll  re tiree s . The estimated cost to the state  
shown on the attached fis c a l note is in addition to the 
estimated cost of $900,500 to other employers 
partic ip a tin g  in the s ta te 's  retirement and group 
health plans.

This b i l l  is estimated to resu lt in a $2.65 per month 
increase in Health Insurance costs of an estimated 
13,200 state employees. I t  is also estimated to resu lt 
in a .12% increase in the PERS employer contribution  
rate and a .075% increase in the TRS employer 
contribution rate and a .075% increase in the TRS State 
Match contribution ra te . The PERS state salaries for  
FY 87 are estimated to be $590,176,728 and the TRS 
state salaries fo r FY 87 are estimated to be 
$456,833,417. Costs are estimated to increase at a 
rate of 8% each year.

The FY 87 estimated state cost of $1,440,000 is 
calculated as follows:

The increase of $2.65 per month
health cost time^ the number of
state employees (13,200) times
12 months equals $419,760

The change in the PERS employer 
contribution rate (.12%) times the 
estimated Fv 87 Stat 'ERS salaries  
($590,176,728) equals $708,212

The change in the TRS employer 
contribution rate (.075%) times the 
estimated FY 87 State TRS salaries  
($68,569,578) equals $ 51,427

The change in the TRS State Match 
contribution rate (.075%) times the 
estimated FY 87 TRS system salaries  
($456,833,417) equals $342,625

TOT K'
$1,522,024



House B ill  313 
Fiscal Note Analysis 

Prepared by Division of Retirement & Benefits 
Department of Administration

April 22, 1986

Page 3 o f 3

IV Analysis: The present value of the cost of th is b i l l  in PERS is
$7,411,000 resulting in a .6% decrease in the funding 
ra tio . The present value of the cost of th is  b i l l  in 
TRS is $3,916,000 resulting in a .4% decrease in the 
funding ra tio .



H B  313 Filp C o n t e n t s

A p r i l  10, 1985 W e d n e s d a y

1) Bill S u m ma r y  —  L e g i s l a t i v e  R e p o r t i n g  S e r v i c e

2) O v e r v i e w  —  R. Poppe, C o m m i t t e e  Staff

3) F i s c a l  Note  —  D i v i s i o n  of I n surance, DCE D  —  A p r i l  9, 85

4) Fiscal Note —  Dept, of A d m i n i s t r a t i o n ,  D i v i s i o n  o f  R e t i r e m e n t

and B en e f i t s  —  A p r i l  10, 85

5) A l a s k a  S t a t u t es  —  AS 21.42

6) M e m o  —  T h e r e s a  Bannister, L e g i s l a t i v e  Legal Counsel, A p r i l  4, 85

7) House R e s e a r c h  A g e n c y  Report —  A p r i l  10, 85

8) " D i s p e l l i n g  M y t h s  Ab o u t  M e n t a l  H e a l t h  B e n e f i t s , "  fro m  B u s i n e s s  and

H e a l t h , October, 1984, pp. 7-11

9) " H e a l t h  I n s u r a n c e C o v e r a g e  for P s y c h i a t r i c  Illness: C u r r e n t

Tr e nd s  and the P r i v a t e  H o s p i t a l  R e s p o n s e , "  W h i t e  P a p e r  by the 

N a t i o n a l  A s s o c i a t i o n  of P r i v a t e  P s y c h i a t r i c  H o s p i t a l s ,  pp. 1-20, 

plus two a d d i t i o n a l  ~ r t i c l e s  in the appendix.

A p r i l  25, 1985 T h u r s d a y  M e e t i n g

10) N e w  F i s c a l  —  Dept, of A d m i n i s t r a t i o n  —  4/17 /8 5

11) F i s c a l  N o t e  A n a l y s i s  —  Dept, of A d m i n i s t r a t i o n  4 / 1 7 / 8 5

12) Le t t e r  fro m  J ohn G e o r g e  to Rep. D a v i s  —  A p r i l  12, 85

13) L e tt e r  f r o m  Ro n  H a u e n s t e i n  to Rep. D a v i s  —  A p r i l  10, 85



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch Y , Stale Capitol 
Juneau, A laska 99811 

(907 ) 465 -3991
April 10, 1935

MEMORANDUM

TO: Representative Mike Davis

FROM: Jay Livey and Jonathan Sherwood*'Legislative Analysts

RE: Specific Objections or D if f ic u lt ie s  with House 3 i l l  313

In the course of our research v mandated mental health insurance, a 
few suggestions a.nd objections wer<. ade concerning the specific  content 
of HB 313. For your information, we have b r ie f ly  described these 
comments below.

• The b i l l  would require coverage for a l l  members of the immediate 
family of the insured, defined as the spouse and a ll  minor children. 
Apparently, some insurance plans have d iffe re n t provisions for 
determining who is  covered under the plan, such as covering minor 
children only i f  they are claimed as dependents for tax purposes. 
Therefore, the b i l l  requires benefits for individuals not normally 
included in the coverage group.

• Insurers are required to establish usual, customary, and reasonable 
reimbursement rates (UCR) fo r each ju d ic ia l d is t r ic t .  These, bound­
aries are not used by some insurers. The Second Judicial D is tr ic t  
has very few qu alified  providers; establishing a UCR for the area 
may be d i f f ic u l t .

• Rural residents may lack access to mental health providers. Some 
individuals expressed concern that mandated coverage might re s u lt in 
in eq u ities , with rural members subsidizing urban u t il iz a t io n  of 
mental health services. For exclusively rural groups, the mandate 
might not substantia lly  improve access to care. Coverage which paid 
for transportation costs could be very expensive, depending on the 
c r ite r ia  fo r allowing such costs.

• Individuals might be re luctan t to use mandated mental health coverage 
fo r fear i t  would a ffe c t th e ir standing with th e ir employer. In d i­
viduals who did use the benefit could experience dismissal, loss of 
promotion opportunities or other negative consequences i f  th e ir  
employers have knowledge of th e ir tre a t;.-n t. Some states have 
provisions in th e ir  laws which are designed to l im it  access to 
information about employee u t il iz a t io n  of mental health benefits and 
ensure some c o n fid e n tia lity  of mental health insurance records.

JLm S



Anchorage Daily News Tuesday, June 4, 1985

High court OKs expanded employer-provided health care
By PHILIP HAGER
Los Angeles T'^es

WASHING TON -  The Supreme 
Court, upholding laws in 26 states, 
ruled 'Monday that employers can be 
required to provide workers with a 
wide array of group health insurance 
benefits, ranging from treatment for 
mental illness to pregnancy compli­
cations.

The justices, in a decision affect­
ing millions of employees, held 8 to 0 
that federal statutes do not preclude 
the states from requiring wider cov­
erage than mandated under federal 
law.

In recent years, state legislatures 
throughout the nation have enacted 
so-called "m andated-benefit” s ta t­
utes in increasing numbers. Such 
laws require that health insurance 
contracts provide coverage for cer­
tain illnesses and-or for treatment 
by particular medical service provi­
ders.

According to the Health Insurance 
Association of America, i'6 states 
have enacted some 69 assorted man­
dated-benefit laws. Twenty-two 
states require that insurers offer, on 
an optional basis, about 50 types of 
illness coverage to employers pur-’

chasing group plans. Also, in many 
instances, coverage by certain kinds 
of health care providers — such as 
dentists or optomestrists — either 
must be included or offered under 
those state laws.

The court’s ruling, issued in an 
opinion by Justice Harry A. Black- 
mun, came in the case of a Massachu­
setts law that forced health insur­
ance firms to provide coverage for 
mental and nervous disorders.

The Metropolitan Life Insurance 
Co. and Travelers Insurance Co. chal­
lenged the Massachusetts law, saying 
it conflicted with federal law cover­

ing employee benefit plans. The in­
surance companies, supported by nu­
merous business groups, contended 
that such laws forced costly and 
sometimes unwanted health care 
coverage on employees, increasing 
the cost of insurance. Adjusting em­
ployee benefit plans to suit constant­
ly changing state laws was proving 
'.urdensome and expensive, they 
said.

The state of Massachusetts, joined 
by several states and some health 
care groups, argued ‘that regulating 
insurance was a long and well-estab­
lished function of state government.

Such laws, they said, represented the 
only practical means o t’ obtaining 
low-cost coverage for many disor­
dered suffered by employees.

In its decision (Metropolitan Life 
vs. Massachusetts, 84-325), the Su­
preme Court said that the Massachu­
setts law — and. by implication, 
similar laws in other states — con­
flicted with neither the health-insur- 
ance regulations of the federal Em­
ployees Retirement Income Security 
Act (ERISA), nor the collective-bar­
gaining process governed by Nation­
al Labor Relations Act.
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Bannister

IN THE HOUSE BY DAVIS AND KOPONEN

S P ONS OR SUBSTITUT E FOR HOUSE BILL NO. 313 

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

FO U R T E E N T H  L E G I S L A T U R E  - FIRST SESSION

A BILL

For an Act entitled: "An Act req uiring certain h e a l t h  insu rance policies

to cover the treatment of a mental or nervous c o n d i­

tion."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 21.42 is amended by adding a n e w  section to read:

Sec. 21.42.365. COVERAGE  F O R  T R E A T M E N T  OF A  M E N T A L  OR NERVOUS 

CONDITION. (a) A  h e a l t h  insurance policy m u s t  provide the following 

coverage for treatment of a mental or nervous c o n d ition of the insured 

or m em ber of the insured's immediate family:

(1) 60 days a year of inpatient treatment;

(2) 90 days a year of partial hospitalization;

(3) 30 hours a year of outpa tient treatment;

(4) the opti on of the insured to exchange a m a x i m u m  of 45

days of inpatient treatment for addition al days of p a r t i a l  h o s p i t a l i­

zation or outpatient treatment; for the purpos e of c o m p u t i n g  the 

exchange, two days of partia l h o s p i t a l i z a t i o n  equal one d.'.y of i n p a­

tient treatment, and three hours of o utpatient  trea tment equal one day 

of inpatient treatment.

(b) The h e a l t h  insurance p o l i c y  m a y  impose r e a s o n a b l e  contract 

limitations, but m a y  not require that the insured pay a h i g h e r  d e d u c t­

ible or co-payment for a cost for treatment of a m e n t a l  or nervous

condition than for a cost for tr eatment of another c o n d i t i o n  or i l l­

ness.

(c) In this' section



(1) "co- payment" means the portion of the cost to be paid 

by the insured;

(2) "cost" means the lesser of the following:

(A) the charge made by the actual pr ovider of the 

treatment for a m e n t a l  or nervous condition;

(B) the charge u s u a l l y  made by the actual provi d e r  for

p r o v i d i n g  the same treatment of the mental or nervous condition;

or

(C) the c u s t o m a r y  charge that is made by other p r o­

viders in the same geogra p h i c a l  area as the actual p r o v i d e r  for

the same treatment of a m e n t a l  or nervous condition;

(3) "health insurance policy" means a hospital or medical 

e x pen se policy, or n o n p r o f i t  h e a l t h  care corp oration plan, that is 

de'i.ivered, issued for delivery, or renewed in this state on and after 

the e f f e ctive date of this section;

(4) "inpatient" treatme nt means continuous trea tment of

m o r e  than 12 hours in a 24-hour period in a facility that is licensed 

u nder AS 18.20, in a f a c i l i t y  in this state that is specifically 

exempt under AS 18.20.020 from the licensing r e q uiremen ts of this 

state, or in a hospital, m e d i c a l  facility, or m e n t a l  f a c i l i t y  in

a n o t h e r  state that is licensed u n d e r  the laws of that state;

(5) "member of the insured's immediate family" m e a n s  the 

spouse of the insured, the m i n o r  children of the insured, and the 

adult child r e n  of the insur ed w h o  are 23 years of age or less a n d  live 

in the insured's home;

(6) "mental or n e r v o u s  condition" means an i m p a i r m e n t  of 

p s y c h o b i o l o g i c a l  p rocesses that is severe enough to cause social,

p s y c h o -!- ical, or b i o l o g i c a l  m a l f u n c t i o n i n g ;  "mental or n e r vous  c o n d i­

tion" includes a substantial d i s o r d e r  of thought, mood, perception,



orientation, or m e m o r y  that s i g n i f i c a n t l y  impairs judgment, behavior, 

capacity to recognize, or ability to cope with the ordinary demands of

not c onstitute  a ment al or n e r v o u s  c o n d i t i o n  although a p e r s o n  w h o  

suffers from one or more of these conditio ns may also be suffering 

fro ' ,.1 a m ental or nervous condition;

inpatient treatment or partial h o s p i t a lization , and that is p r o v i d e d  

under the supervision of

this state and certified in p s y c h i a t r y  by the A m e r i c a n  Board of 

P s y c h i a t r y  and Neurology or a p h y s i c i a n  who is emplo yed by the 

federal government in this state and certified in p s y c h i a t r y  b y  

the A m e r i c a n  Board of P s y c h i a t r y  and Neurology; or

u n d e r  AS 08.86;

(8) "partial h o s p i t a l i z a t i o n "  means continuous treatment of 

4 to 12 hours in a 24-hour p e r i o d  in a facility licensed u n d e r  

AS 18.20 or in a facility in this state that is s p e c i f i c a l l y  exempt 

u n d e r  AS 18.20.020 from the l i c e nsing req uirements of the state.

Sec. 2. AS 21.87.340 is amended to read;

Sec. 21.87.340. OTHER  P R O V I S I O N S  APPLICABLE. In a d d i tion to the 

provis i o n s  c o n t a i n e d  or r e f e r r e d  to p r e v i o u s l y  in this chapter, the 

f o l l owing  chapters and prov isions of this title also apply w i t h  r e­

spect to service corporations to the extent applicable and not in 

conflict w i t h  the express p r o v i s i o n s  of this chapter and the r e a s o n­

able implications of the express provis ions, and for the p u r poses of 

the a p p l i c a t i o n  the corporations shall be considered to be m u t u a l  

" i n s u r e r s " :

epilepsy, drug addiction, and a l c o h o l i s m  do

(7) "outpatient treatm e n t "  m eans treatment that is not

(A) a p s ychiatr ist w h o  is licensed as a p h y s i c i a n  in

(B) a psycho l o g i s t  or psycho l o g i c a l  associate l i c e n s e d
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(1) AS 21 .03

(2) AS 21 .06

(3) AS 21.09, except AS 21.09.090

(4) AS 21 .18.010

(5) AS 21 .18.030

(6) AS 21 .18.040

(7) AS 21 .18.120

(8) AS 21.21.321

(9) AS 21 .36

(10) AS 21.69.400

(11) AS 21.69.520

(12) AS 21.69.600, 21.69.620, and 21.69.630

(13) AS 21 .78

(14) AS 21 .90

(15) AS 21.42.345 - 21.42.365 [AND 21.42.35

(lb) AS 21.89.040

(17) AS 21.89.060.
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Rep. H i k e  N a v a r r e  
S t a t e  C a p t i a l  
P. O .  B o x  V 
J u n e a u ,  Ak. 9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  tiavarre:
jr *», f  * 1 .  ̂y

T h e  A l a s k a  P s y c h i a t r i c  A s s o c i a t i o n ,  t h e  A l a s k a  M e n t a l  H e a l t h  
A s s o c i a t i o n ,  a n d  t h e  A l a s k a  A l l i a n c e  f o r  the M e n t a l l y  111 
r e c o m m e n d  t h e  p a s s a g e  of H . S .  3 1 3 .

M e n t a l  I l l n e s s  s h o u l d  be c o v e r e d  by h e a l t h  i n s u r a n c e  in a 
m a n n e r  p r o p o r t i o n a l  to t h e  c o v e r a g e  o f f e r e d  for o t h e r  f o r m s  
of i l l n e s s .  T h e  s t a t e  r e c o g n i z e d  a s i m i l a r  p r i n c i p l e  u h e n  
it r e q u i r e d  i n s u r a n c e  c o m p a n i e s  to c o v e r  t r e a t m e n t  for 
a l c o h o l i s m  a n d  d r u g  a b u s e  in 1976. W i t h o u t  d i r e c t  a c t i o n  by 
t h e  s t a t e  to r e q u i r e  t h i s  t y p e  of c o v e r a g e  t h e  
d i s c r i m i n a t i o n  a g a i n s t  t h e  m e n t a l l y  ill in i n s u r a n c e  
c o v e r a g e  will c o n t i n u e .  O v e r  2 0  o t h e r  s t a t e s  h a v e  p a s s e d  
t h i s  t y p e  of L e g i s l a t i o n  a n d  i t ' s  b e e n  u p h e l d  by t h e  S u p r e m e  
C o u r t .

S e v e r a l  s t u d i e s  h a v e  s n o u n  t h a t  m e n t a l  i l l n e s s  c a n  be 
c o v e r e d  li k e  a n y  o t h e r  i l l n e s s  a n d  c a n  be q u i t e  cost 
e f f e c t i v e .  T h e  s t a t e  u i l l  b e n e f i t  in s e v e r a l  u a y s .

#1. P a t i e n t s  uill be e n a b l e d  to o b t a i n  
s p e c i a l i z e d  a p p r o p r i a t e  s e r v i c e s  f o r  t h e i r  
p s y c h i a t r i c  h e a l t h  n e e d s .  At t h e  p r e s e n t  t i m e  if 
a s t a t e  i n s u r e d  e m p l o y e e  is d e p r e s s e d  h i s  b a s i c  
i n s u r a n c e  uill r e i m b u r s e  h i m  8 0 ^  if he s e e k s  
t r e a t m e n t  f r o m  a f a m i l y  p h y s i c i a n  but o n l y  50?* if 
he s e e k s  h e l p  f r o m  a p s y c h i a t r i s t  of p s y c h o l o g i s t .

#2. P a t i e n t s  u i l l  be e n a b l e d  to m a k e  u s e  of 
p r i v a t e  m e n t a l  h e a l t h  s e r v i c e s  i n s t e a d  of r e l y i n g  
of s t a t e  f u n d e d  m e n t a l  h e a l t h  c l i n i c s  a n d  t h e  
A l a s k a  P s y c h i a t r i c  I n s t i t u t e .

#3. S t a t e  f u n d e d  m e n t a l  h e a l t h  p r o g r a m s  s u c h  as 
the local c o m m u n i t y  m e n t a l  h e a l t h  c l i n i c s  a n d  the 
A l a s k a  P s y c h i a t r i c  I n s t i t u t e  uill r e c e i v e  

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

I u o u l d  li k e  to r e c o m m e n d  c e r t a i n  c h a n g e s  in H. B .  3 1 3 .

T h e  s e r v i c e s  of a p s y c h i a t r i s t  l i c e n s e d  by t h e  s t a t e  as a 
p h y s i c i a n  s h o u l d  be r e i m b u r s e d .  A  p s y c h i a t r i s t  is d e f i n e d  
a s  a n y  p h y s i c i a n  u h o  h a s  c o m p l e t e d  r e s i d e n c y  in p s y c h i a t r y



a p p r o v e d  by the A m e r i c a n  P s y c h i a t r i c  A s s o c i a t i o n .  T h i s  
l a n g u a g e  w o u l d  be c o n s i s t e n t  w i t h  o t h e r  m e d i c a l  s p e c i a l t i e s .  
S e r v i c e s  by a l i c e n s e d  p s y c h o l o g i s t  s h o u l d  be i n c l u d e d .  T h e  
s e r v i c e s  of a l i c e n s e d  p s y c h o l o g i c a l  a s s o c i a t e  ca" o n l y  be 
p r o v i d e d  u n d e r  t h e  s u p e r v i s i o n  of a p s y c h o l o g i s t  a n d  
p r o b a b l y  s h o u l d  not be c o v e r e d .

r h - t



Rep. Mike Davis 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99801 

Dear Rep. Davis:

The Legislative Committee of the Fairbanks Life Underwriters 
Association has voted to oppose HB 313 in its present form.

Although the committee acknowledged the objective of the proposed 
legislation, we believe the bill would decrease rather than increase 
the level of coverage now provided for mental and nervous disorders. 
The committee anticipates that the following events would occur if 
this legislation is enacted:

(1) The cost of individual and group health insurance in Alaska 
will increase.

(2) Because of the higher cost, small employers would be 
discouraged from providing group health benefits. Existing p.lans 
might be cancelled, and other employers would be slow to add this 
employee benefit.

(3) Increasing the limits for mental and nervous disorders may 
lead to additional abuse of this benefit, which would cause further 
price increases.

(4) Some insurance carriers may decide not to do business in 
Alaska. The best situation for the consumer is to have many, not 
few, insurance carriers to choose from.

The committee is willing to work with you and Rep. Koponen to see 
if we can develop other solutions to the problem you have identified.

Ap ril 10, 1985

Sincerely,

Ron Hauenstein 
Legislative Committee
Fairbanks Life Underwriuers Association 
PO Sox 75429 
Fairbanks AK .99707
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H e a l t h , October, 1984, pp. 7-11
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Tre nd s  and the F r i v a t e  H o s p i t a l  R e s p o n s e , "  W h i t e  P a p e r  by the 

N a t i o n a l  A s s o c i a t i o n  of P r i v a t e  Pr /chiatric H o s p i t a l s ,  pp. 1-20, 

p lus two a d d i t i o n a l  a r t i c l e s  in the appendix.
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ALLIANCE FOR THE MENTALLY ILL
"An affiliate o f the National Alliance for the Mentally III"

Testimony: House Commerce Committee April 10, 1985
Regarding: HB 313

Entitled: An act requiring insurance carries to cover mental 

illness or nervous disorders

Presentor: Sharron Lobaugh, Vice President,Alaska
Alliance for the Mentally 111

For most Americans, 27% of the cost of medical care is 

covered by insurance. Those suffering from mental illness 

only 12-15% are covered by insurance. This is probably a 

result of the fact that twenty years ago, the consumer had 

alot of control for one thing,and that the state of the art 

in mental health embrased psychoanalytic therapies which 

resulted in disasterous costs as some people abused their 
insurance coverage.

Predictably, insurance providers began to limit the number of 

visits, increase copayments, and control the term of care.

Even though advancements in medicine, medication, and 

psychosocial programs have occurred, resistance to coverage 

per s i s t s .

Many state legislatures have passed similar legislation to HB 

313. Thirteen states have improved coverage for the mentally 

ill. All address inpatient and out patient care, psartial 

hospitalization, minimum time, and copayment equity. This has

resulted in increasing the benefits to 20% as a general rule. 

Laws in these states authorize payments for group and 

individual policies in state, licensed and approved 
facilities.

Some of you might ask "Why is a mandate needed? Can't the 

market simply be allowed to work?" The answer lies in the 

simple truth that a great deal of stigma still exists in our 
country against being mentally ill. Recently, I was in 

Washington D.C. discussing mental health research with 

Senator M e r k o w s k i 's aide and I pointed out that Dr. Goodwin 

the director of the National Institute of Mental Health who 

spoke before our group said that "One of the reasons research 

in mental health is so slow and technologically expensive is 

that there are no animals on which to develop labratory 

research projects because only man 'thinks'. As the product 

of the liver is blood, the product of the mind is 'thought'." 

This person replied that she had never thought of the mind 
like this.

When a person is suffering from a thought or mood disorder, 

the very tool with which they have to fight is gone. We 
are faced daily with reminders of discrimination and stigma 

as though the mind were not as important as the other parts

Fairbanks9llanc1r-fr®  ^ O ^ Y o a te w a y  Alliance Juneau Alliance Kenai Peninsula Anchorage Alliance
P.O. Box 2543 Box 787 Box 211247 Box 301 ' P.O. Box 4-2542

Fairbanks. AK 99707 Ward Cove. AK 99920 Auk Bay. AK 99821 Soldolna. AK 99669 Anchorage, AK 99509



When an employee is suffering from an acute mental illness, 
the employee has often tried to hide this problem. Even when 

mental health coverage is an optional part of an insurance 
package, the employee is likely not to opt for the coverage 

feeling that they may never need something like this in their 

lifetime or they won't disclose their needs. I had no idea 

that I would b e e  ne an advocate for the mentally ill until 

our son became ill in high school. It takes a lot of courage 
to talk about it even today as we have coped in our family 
for over five years.

Insurance companies have a fear of excess ulilization but 

unless these companies are compelled to provide this type of 

coverage, they will not be able to spread it across a broad 

base. The plans where this coverage has been implimented 

found a leveling off over time. Federal health benefits 

leveled at 7%. Inpatient coverage averaged use by four of 

.•very 1,000 persons covered utilized care for 14 days. For 

outpatient care, 45-50 persons per 1,000 utilized their 
coverage per episode.

There have also been sc v.. studies to indicate that the use of 

mental health benefits ,tually reduces other health care 

costs by reducing the number of other medical costs such as 

lab tests, visits to physicians by persons really suffering 
from mental rather than other physical illnesses.

A study in Ohio showed a significant increase in 

utilization of outpatient coverage reduced the utilization of 
inpatient coverage.

Utilization of services in an outpatient program or facility 
cost $135. day compared to hospitalization costs at $795. 
day.

^Approximately 15-20% of Americans will need some mental 

health care in a year. Just twenty five years ago public 

psychaitric hospitals were the only focus of services for 

persons suffering from mental illness. Today, community 

based care has replaced hospitalization with almost 3/4 of 

the episodes in the U.S. being handeled by outpatient 

services in the communities. In spite of this, only 51% of 

the care of mental health is publicly funded. Public funds 

account for 42 %  of the funds for general health care. Mental



illness costs Americans $40 billion dollars annually. 

Approximately, 1.8%o of Americans are undercare at anytime 

for mental illness. Emotional illness accounts for more 

absenteeism than any other illness except the common cold.

Robert Kenny , Chairman of General Mills has stated:

"Current estimates indicate that over $1 billion each year 

is lost on stress related problems through loss of time and 

productivity, acc i d e n t s ,doctor and hospital bills,medicine 

and drugs. Add to this the $42 Billion lost because of 
alchoholism and chemical dependency and you have a very high 

cost to industry. Obviously, it is the best interest of all 

business to provide help for our employees. "

To many of our members, the real issue here is that families 

who have believed they had adequate? coverage but when they 

really needed it, it wasn't there. Story after story can be 

told about people who have serious needs but cannot have 

their loved ones treated because the cost of a month of 
intensive mental health treatment in a hospital cost vver 

$10,000. We urge you to act favorably on this bill and aid in 

obtaining equity of coverage for mental illness as other 
illnesses.



PO Box 82668 
Fairbanks, Alaska 99708
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Rep. Mike Davis and Members of the
Labor and Commerce Committee 

Alaska State Legislature 
Juneau, Alaska 98801

Dear Representative Davis and Committee:

I am sorry that there was not time to hear my testimony at today's 
hearing on HB 313, but I am submitting this as written testimony of the need for 
the passage of the bill or one similar hut more comprehensive.

I have no particular expertise in insurance matters or psychiatry, 
but i do have the experience of a 1 ‘ fetimc of watching my mother juggle the budget 
and checking coverages on the large number of insurance policies that sho paid 
for to ensure reasonable and humun^care for my father, who is chronically mentally 
ill. Now that my mother is dead, I have had to learn of tho "lifetime allotments" 
and the minimal yearly limits of mental health care that these policies allow my 
father. I also have watched my younger sister struggle with a similar but milder 
form of the illness, which is thought to bc^and apparcntly^is hereditary. Both 
my father and sister suffer from manic depression, an illness that is cyclical 

but chronic. In other words both have been productive and creative individuals, 
who have worked and paid taxes and for health care insurance. Unfortunately both 
periodically are in need of intensive medical care and supervision. At these 
times, our family experiences not only the pain of seeing a loved one in torture, 
but also a frantic search to be sure that there are means of insuring adequate 
and appropriate treatment. In my sister's milder case, her savings and ours are 
used to provide medication, a doctor's supervision, and thus far in-homo care. Her 

health insurance does not pay for these episodic periods of care nor for the interim 
outpatient consultations that allow her to keep on an even keel or lie productive.
At these times she must go on leave without pay from her job, so she has always 
gone to work again with financial stress that she doesn't need in her periods of 

recovery and that are often alleviated by other family members' contributions.

My father's situation is more severe and complicated by the fact that he is 
elderly now. In a year that my mother was treated for cancer at a cost of 
$60,000, all of whi ,h was paid for by her insurance policy, my father was hospitalized 
for severe and psv.notic depression, administered shock treatments, and presented 

for a bill for $40,000. Fortunately the doctors who treated my father could legitimatol 
find physical complications that could justify hospitalization and many of the 
charges could be presented to his insurance company and Medicare^so we were spared 

the impossibility of covering all of these enormous bills in the same year that 
we lost my mother. However, if it had not been the fact that my father was so 
advanced in age and his depression caused so much physical dctrioration,I don't know 
what we would have done. Because my father does have lengthy lucid periods and 
can he treated successfully temporarily, wo have resisted making him a ward of the 
state and placing him in a state institution. If we had not been able to have 
this care in part paid for by insurance, we would have hud no choice.

Although all of this took place in another state, I am surprised that Alaska^
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where most workers have an incredible array of insurance benefits, has not already 
passed a bill of this nature. Dozens of adult people in Fairbanks that I know 

are able to straighten their teeth under their employee health insurance policy 
but none would bo covered sufficiently or at all if they were to face a severe 
mental disease.

Psychiatrists and physicians are increasingly pointing to physical bases 
for chronic mental illness. A recent book THO BUOKF.N BRAIN by Nancy Andreasson 
is a succinct summary of the physical roots of schizophrenia and manic, depression. 
The treatments in current use also are based on the assumption that there is 
a physical basis for theso diseases. Drugs and shock treatments are used, rather 
than psychoanalysis. There is still not a cure for these conditions but there 
have been some moderately successful treatments. Comparing my mother's cancer 
and my father's mental illness and tho ways and settings for treatment^1 could 

not see a major difference. There was not a cure for the type of cancor that 
struck my mother, but she was cared for without regard to cost with the knowledge 
that the expenses would be covered. My father received lengthy and extensive care 

also but in his case, we held our collective breaths because we couldn't be sure 
what his bill would mean for us.

Mental illness is enough of a burden without the additional punishment of 
having it treated as an "optional" or "sec.ond-class" or unrecognized disease by 
insurance companies. The stigma and fear associated with mental illness has 

meant that people in the past have not been able to question these unfair policies, 
but as more is being learned and publicized about these diseases I don't think 
patients, their families or the general public will be satisfied with this inequity. 
Someday perhaps a policy without provision for coverage of mental health care will 
be like one that covers all conditions and illnesses oxcept kidney stones or broken 
bones. Thank a U  of you for your careful consideration of this bill.

Sue Sherif
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A L A S K A  PUBLIC U T ILITIES C O M MI S S I O N

P O S I T I O N  P A P E R  

H O U S E  B I L L  314

T h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  a g r e e s  W i t h  t h e  f o l l o w i n g  
c o n c l u s i o n  of t h e  P e r f o r m a n c e  R e p o r t  of t h e  C o m m i s s i o n ,  c o m p l e t e d  

by the D i v i s i o n  of L e g i s l a t i v e  A u d i t  on N o v e m b e r  16, 198 4 :

In o u r  o p i n i o n ,  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s ­
s i o n  s h o u l d  c o n t i n u e  to r e g u l a t e  p u b l i c  u t i l i t i e s  
a n d  p i p e l i n e s  a n d  p i p e l i n e  c a r r i e r s .  W e  b e l i e v e  
t h a t  t h e  p u b l i c  i n t e r e s t  is b e i n g  s e r v e d  by r e­
q u i r i n g  p u b l i c  u t i l i t i e s  and p i p e l i n e  c a r r i e r s  to 
b e  c e r t i f i c a t e d  by t h e  C o m m i s s i o n .  T h i s  p r o c e s s  
s t a b i l i z e s  d e m a n d  for t h e  u t i l i t y  s e r v i c e  by 
e l i m i n a t i n g  c o m p e t i t i o n  a n d  t h e r e b y  a l l o w i n g  
e c o n o m i e s  of s c a l e  to o p e r a t e .  E c o n o m i c  r e g u l a t i o n  
b y  t h e  C o m m i s s i o n ,  in p l a c e  of t h a t  c o m p e t i t i o n ,  
e n s u r e s  t h a t  t h e  u t i l i t i e s  p r o v i d e  a d e q u a t e  s e r v i c e  
a t  t h e  l o w e s t  r e a s o n a b l e  rates.

T o  the e x t e n t  of i t s  a b i l i t y  t h e  C o m m i s s i o n  h a s  i m p l e m e n t e d  t h e  

f o u r  r e c o m m e n d a t i o n s  m a d e  by t h e  a u d i t  t e a m  to i m p r o v e  t h e  
e f f i c i e n c y  a n d  e f f e c t i v e n e s s  o f  the C o m m i s s i o n ' s  o p e r a t i o n s .

M a r c h 29, 1985
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Introduced: 3/22/85
Referred: Labor & Commerce 
and Finance

1 IN THE H OUSE BY DAVIS

2 HOUSE BILL NO. 314

3 IN THE L EGISLATURE OF THE STATE OF  ALAS 7„

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act extending the termination date of the Alaska

7 Public Utilities Commission; and providing for an

8 effective date."

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

10 * Section 1. AS 44.66.010(a)(4) is amended to read:

11 (4) Alaska Public Utilities C ommission (AS 42.05.010)

12 June 30, 1989 [1985];

13 * Sec. 2. This Act takes effect immediately in accordance with AS 01.-

14 10.070(c).

-1- HB 314
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C r Le iaa 1 s p o n s o r : Davi z

BY THE LAfiCR AMD
IN THE H OUSE C O M MERCE COMMITTEE

CS FOR H O U S E  BILL NO. 314 (T.?rC)

Ta THE L E G I S I A 7 U R E  OF TT1S STATE OF A L A S K A  

FOURTE E N T H  f EGISNATURE - SECO ND SESS ION

A  DILL

For ati Act* entitled: "A t Act rela ting tc the Alaska Public Utilities

Coranission Act* end providing; for an eff ective d a t e ."

BE IT ENACTED BY THE L E G I S L A T U R E  OB* THE STATS OF ALASKA:

* Section 1. AS h 2.0 5 . 030(a) is amended to read:

(a) The term of office o f  each member is $ ir. years. {THE G O V E R­

NOR S H A L L  DESIGNATE W E O  AKOHG THE INITIAL A P P O I N T E E S  SHALL SERVE, 

RESPECTIVELY, FOP. TERMS O F  T W O  Y E A R S , FOUR YEARS A ND SIX Y E A R S . } A 

coo<ffiif*»ioner, u p o n  Che e x p i r a t i o n  of & term, chall continue to hold 

office until a successor in appointed and qualified.

c Sac. 2. AS 42.05.040 i» ntrended to read:

Sac. 4?.05.040. Q U A L I F I C A T I O N S  CK MEMBERS. M e m bers shall bv. 

qualified as follows: one m e m b e r  shall be c g raduate or ar. accredited 

school of l.avj one m e m b e r  shall be a graduate of on accredi ted u n i v e r­

sity w i t h  a m a j o r  In e n g i n e e r i n g  j one © e m b e r  Blia.ll be a graduate of an 

accred ited u n i v e r s i t y  w i t h  a majo r in finance, accounting, e c o n o m i c s , 

or enruiness administrations «nd two memb ers shall be consumers. A 

p r o f e s s i o n a l m e m ber of _ the_ c qmratsgion tnus t hu.ve w o r k e d f o r at let*at 

f iv e  y e a r a in _ _the_ m ember's p r o f e s cional fia l d .

* Sec. 3. AS 42,05.050 is a m e nded to read:

Sue. 42.05.050. A C T U A L  EXPERIENCE E Q U I V A L E N T  TO A DEGREE. 

Actual, experience that ib related to utf lities or

lation for a  p e r i o d  of live y ears in the p r a ctice of law or in the 

field of engine e r i n g  or In the fleid of finance, a c c o u n t ing, e c o n o m­

ics . or business adfflir.it* t rat Ion {OR ACCOUNTING] is equivalent to a

-1- CSMB 3 1 4(L&C)



d e g r e e .

* Sec. 4. AS A T . 05. K l  if amended to read:

Sac. 42.05. m .  E MPLOY H E K T  OF C O M M I S S I O N  PERSONNEL. (a) The 

ccrjeission m a y  employ an exe cutive director who shall hav e had at 

least five years of experience ip. public u t i l i t y  mar.agcraent or rsgu- 

lation, lew, accounting, engineering, or at: a l l i e d  lie id. T h e  e xecu­

tive director ia responsible lor directing the adrainia trativer func- 

t i o n 5  ot the c o m m i s s i o n  and carrying out the policies as set by the 

comxniasiou. Tbcs c o m  is si or. may employ e n g i n e e r s ,  h e a r i n g  officers, 

administrative Isv judges to the extent p r o v i d e d  by ASm 42.05.171 and 

AS 42,06.14 0 ( b ) , exports, clerks, accountants . and o t h e r  agents and 

assistants it considers necessary. The e x e c u t i v e  director, d e p u ty 

d i r e c t o r , t t j o r n e j s h e a r i n g  o f f i c er?., and adm i n i s trative lav; judges 

ire tr. the p a r t i a lly e x e m p t j>er vice mider AS 3 9 . 2 5 . 120 ♦ O t her nap ley- 

cea (EMPLOYEES] a n d  agents of the come is si on [WHO A R E  N O T  PARTIALLY 

EXEMPT U N D E R  AS 39.25.120, O T H E R  TEAM L E G A L  COUNSEL, 1 are in the 

classified s e r v i c e  under AS 39.25.100.

(b) Ia a ddit i o n  to its staff of regular employees, the coamils- 

sicr. may c o n tract for and engage the s e r v i c e s  of c onsu ltants ard 

experts the c o m m i s s i o n  considers necessary 15 the coaam s a lon resources 

or e x p ertise are i n s u fficient to perform t h e n e c e s s a r y  t ask.

* Sec. 5. AS 42.05.121 is amended by adding a n e w  s u b s e c t i o n  to read:

(c) Tire c o m m i s s i o n  shall maintain a c c u r a t e  recor ds of the time 

devoted by * consultant or expert Co each rant ter and the services 

provided. The services shall b* described in r e a s o n a b l e  detail.

*  Sec. 6. AS 4 2 . 0 5 . 1 4 1 (a) Js amended to read:

(a) The A l a s k a  Public Utilities Commies ion. m & y

(1) regulate e v e r y  public utility e n g a g e d  or p r o p o s i n g  to 

engage in cueh a b u s iness inside the state, except to the extent 

CSHB 314 < U C )  -2-
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exempted by A S  A? .05. 7 1 1 1__ i_u ^yarcijHl.n^ it? authority,, ch* coaacinglon 

•i?*L -be Tvqyey .•> «*y.pressly conferred or re a s o n a b l y  i m p l ied b y this

chapter [, A M D  T H E  POWERS O F  T H E  COMMISSION S H A L L  BE L I B E R A L L Y  C O N­

STRUED TO A C C O M P L I S H  ITS S TAT ED PURPOSES]}

< D  investigate, u p o n  complaint or u p o n  its ovn motion, the

retes, c l a s s i f I c a t i o n s , rules, regulations, p r a c t i c e s ,  cervices and

lacllitieft of a public u t i l i t y  and hold h e a r i n g s  on their.;

(3) m a k e  or require jur.t, fair and r e a s o n a b l e  rates, c l a s­

sifications, r e g u l a t i o n s ,  practice*, services a n d  facilities for a 

public utility;

(4) p r e s cribe  the system of a c c o u n t s  and regulate  the

yervice find t a r e c y  o f  operations of $ public u t i l i t y ;

(5) r e q u i r e  e public utility to f i l e  reports a u d  other

information euc: date j

(b) a p p e a r  p e r s o n a l l y  or by c o u n s e l  and represent  the

interests and w e l f a r e  of the state in all «F>»fcters and proceedings 

involving & p u b l i c  u t i l i t y  p e nding before fin officer, d e p a r t m e n t , 

board, coKm.iss.icn or c >urt of the state or o f  another state or the

U nite d State.* and to intervene in, protest, r e s i s t ,  or a d v ocate the

grouting, d e n i a l  or m o d i f i c a t i o n  of any p e t i t i o n ,  application, c o m­

plaint or other proceeding;

(7) e x a m i n e  w i t n esses and offer e v i d e n c e  in any p roceeding 

affecting the s t a t e  and initiate or participate in judicial proceed* 

lugs to the e x t e n t  n e c e ssary to protect and p r o m o t e  the interests of 

the state.

k Sec, 7. AS 4 2 . G 5 . 1 7 1  ia r e p ealed and reenacted to read:

See. AT.05. 171, F ORMAL HEA&XHGS. (a) Th** c o m m i s s i o n  may h o l d  a 

hearing on a m a t t e r  that is subject to the j u r i s d i c t i o n  of the coBsais- 

oion or may a s s i g n  the m a t t e r  to one or vnore c o m r i a s  l o n e r s , a hearing

-3- CSHB 3 1 4 (L&C)
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officer, or &:i sd/iiriotr ative 1<;V Judgn. T h e  c o o n s ! i o n  shall assign 

ua many m a t t e r s  possible to a hearing o f f i c e r  or admlnls trntive lav 

ju d g e .

(b) W h e n  Che. coast I anion does not p r e n i d e  over a hearing, the 

presiding o f f i c e r  shall ent^r a r e c o m m e n d e d  decision ir: the ease

unless Che commission requires, either to a specific cose or by regu­

lation a p p l y i n g  to t claat* o f  cases, that the entire record be certi- 

i'ifd to tiie c o m m i s s i o n  for decision. The r e c o m m e n d e d  d e c i d e ©  bee owe 3  

the decision o f  the ccTr-skisslon without further procedures unless there 

is tail appeal to, or re\j.ew on the motion of, the coTrmiasicn within the 

time limits p r o v i d e d  in chi;; chapter. Or. a p p e a l  Lroc or review of Che 

recommended d e c i s i o n ,  tos comm is s i o n  has ch<? p o w e r s  char it w o u l d  have 

in marking an. initial d e c i s i o n  unless Che coismiasioa has limited the 

issues it w i l l  consider by n o tice 1o the part let or by regulation.

(c) B e f o r e  the c o m m i s s i o n  or the p r e s i d i n g  officer enters c

decision the p a rt ita are entitled to a r e a s o n a b l e  opportu nity tc 

review r, draft oi the decisio n and to submit

(i) p r o p osed findings and conclusions, or c/.coptions to the 

drain decisiov;* and

(?.) supporting reasons for the exceptions or proposed 

findings cr c onclu s i o n s .

(d) In a m a t t e r  b eard b y  the co/radc'sicm, a c o mmi ssioner who has

not heard or r e e d  the testimony, including t h e  argument, shall review

the record b e f o r e  p a r t i c i p a t i n g  in the decision.

(e) la d e t e r m i n i n g  the place of a h e a r i n g  the commissi on ahall 

give prelerer.ee to the place most convenient f o r  those interested ir. 

the subject of the hearing.

(f) The c o m m i s s i o n  shall e mploy a s u f f i c i e n t  n u mber of hearing 

officers or a d m i n i s t r a t i v e  law judges to h e a r  and decide matters

CSHB 3 U ( U C )  -4-



Arising b e f o r e  the co mmission under this chapter.

* Sec. 8. AS 4?.05.rri(d) is arnenot-d to read:

(a) A public utility way not o p e r a t e  «r:d receive compensation

i or p rovi d i n g  a  commodity or service* u n t i l ir._ has? ._o*»V_aJ I f * '15* (AFTER 

JANUARY 1, 1971 WITHO UT FIRS T HA V INC O B T A I N E D  FROM THE COMMI SSION

UKOER THIS CHAPTER 1 a c ertificate undor Jtjhljs chapter declaring  that 

public c o n v e n i e n c e  and necessity require or w i l l  require the service 

nr thfit the service is in the public ?nr_cr.eft. if p.JHERF] public

utility p r o v i d e s  rnor* char one type* of u t i l i t y  service, n separate

cerr.iticeta or p u b lic conve n i e n c e  end n e c e s e i c y  is required for each

type. A c e r t i f i c a t e  shall describe the nature and extent of the

authority g r a n t e d  in it, including, a:. A p propria te £\>r the services 

involved, » description of the. authorized fireo and scope oi operations 

of the p ubl ic utility.

* See. 9. AS 42.05.241 i» emended to resd:

Sec. 4T. 05.2.41. c o m m o n s  Or ISSUANCE. The com m i s s i on sh a l l 

issue a c e r t i f i c a t e  if [A CERTIF I C A T E  H A Y  NOT BE ISSUED UNLESSJ the 

cov’misaion finds that the applicant ia fit, v i l l i n g  and able u n d er (b) 

of th13 s e c t i o n  to provide the utility services applied for and that 

the services are required for the c onvenience and n e c e ssit y of the 

public or are ir. the p u b l ic interest. T h e  commiss ion may issue a 

certificate g r a nting an a p p l i c a t i o n  in w h o l e  or in pert and a t tach Co 

Che. grant o f  it the terms t*r'd conditions it considers necess ary Co 

protect and promot e the public interest including the c o n d ition that 

tb* applicant m a y  or shall aerve an area o r  provide e necessary s e r­

vice not. c o n t e m p l a t e d  by the applicant. The commis s i o n  may, for good

cause, deny o n  application w i t h  or without prejudice.

* Sec, 10. A S  AT;.05.241 it* uaiended b y  adding n e w  subsections to read:

(b) T h e  commis s i o n  ahull find an a p p l i c a n t  fit, willing, and

-5- CSHB 3 H ( L S C )



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

21

2 2

23

24

25

26

27

28

29

able r.o pro vide u t i l i t y  service if the corsnirsioT. finds that

(1) the applicant has tm* financial, operational, aar'ige- 

nent, and m aintena nce c a pability to provide the proposed service $

(2) the applicant has or will have adequate eq uipment and 

fcciliti.es to provide *»nd m a i n t a i n  the proposed service; anc

(3) the applicant submits evidence demonst rating thp; the 

applicant will comply with the lav.

(c) In a h e aring on the issuance of a certificate ur.de t this

section, the applicant lor the certificate bar the burden of showing

that tfte proposed service is required for the convenience and n e c e s­

sity of the public or is in the public interest,

(d) If issuance of a certificate is not contested, the c o m m i s­

sion shall grant or deny the application no later than six months 

eftar th« a ppl ication was filed. If the c. ovals a ion h&« not r e a c h e d  t. 

decision within nix. months, it shall issue the certificate.

* Sec. 11. A S  4?.05.251 le amended to read:

Sec. 47.05.251. USE OK STREETS IM CITIES AST) BOROUGHS. Public 

utiliti es have the. right to a permit to use- public streets, alle y s^  

&ud other public ways of a m u n i c i pality fCITY OR B O R C D G H , W H E T H E R  HOKE 

RULE OR OTHERWISE,} upon p a ym ent of a reasonable permit fee and on 

reasonable terms and conditions and w i t h  reasonable exceptions the 

m u n i c i p a l ity (CITY OR BOROUGH] requires. The ice may not e x c eed the 

a c t u a l cost to t h e m u n i c i p a l i ty o f the ticility'g use of the, p u b lic w a y 

and o i ^ a d m i n i s tering the permit program. A  dispute nc- to whether 

fees, terras, conditions, or exceptions are reasonable shall be decided 

by the commission. The commi ssion ussy require a utility to add the 

amount of any permit fee p a i d  as a pro rata surcharge to its bills for 

service r e n d e r e d  at locations w i t h i n  the boundaries o f  any m u n i cipal- 

icy that [CITY OR BOROUGH WHICH] requires payment of a permit fee.

C 5 H B  3l4(l.4C) -6-
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* Sac. 13. AS A T . 0 5 . 361(c) is amended tc vend;

(c) The commission m a y  reject the filing oi all or part oi a 

tariff thet [WHICH] does not comply with the form or filing r e g u­

lations ox the c o m m i s s i o n  [OR W H I C H  IS SOT C ONS ISTENT W I T H  T H I S  C H A P­

TER OR T H E  REGULATIONS O F  THE COMMISSION], A tariff or p r o v i s i o n  so

rejected 13 void. If the cpisapiasior. reject^ a filing, it shall ibsue 

o. gt;>Cfctgftnf of the or the _ reject ion.. Ur*, lean the u t i l i t y and

the _ cosaniasi or»_ j a g r e j t o  fin ex tone ion of the ccAaai salon may r.ct

re j ftct ft fili ng under this subse c tion a l t ar A5 tixys ha v e e lap s e d  from 

the date, of fi

* Sec. 13. AS 4.?. 0 5 .331 is amended by adding a new subflKCtion to read:

(e; The commission, shell adopt regulations f.or electric c o o p e r a­

tives setting a range, for Adjuettuanc of rates by c simplifie d rota 

filing procedure. A  c o operative ».£v apply for p e r m i s s i o n  to adjust 

its rates over c p e r i o d  of rime under the simplified rate tiling 

procedure regulations. T h e  commission shall grant the a p p l i c a t i o n  if 

the cooperative, satisfies the requ irements o f  the regulations. The

ccranission ©ay r e v i e w  implementation of the simplified rate filing 

procedure at r easonable intervals and may revoke p e r m i s s i o n  to use the 

p rocedure or r e q u i r e  moclificacion o f  the rstea to correct an error.

* Sec. 14 . A S  A ? . 0 5 . 4?1 (a) is repealed and rcenacce.d to read:

( g ) When g t a r i f f  f i l i n g  i s  made c o n t a i n i n g  a r.eu  o r  r e v i s e d  

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

s e r v i c e  th e  c o m m is s io n  m ay, e i t h e r  upon w r i t t e n  c o m p l a i n t  o r  upon i t s  

own m o t io n ,  a f t e r  r e a s o n a b l e  n o t i c e ,  c o n d u c t  a h e a r i n g  t o  d e t e r m in e  

th e  r e a s o n a b le n a s t  and p r o p r i e t y  o f  t h e  ' . f i l i n g .  P e n d in g  t h e  h e a r in g  

end d e c i s i o n ,  th e  c o m m is s io n  may s u s p e n d  th e  o p e r a t i o n  o f  th e  t a r i f f  

f i l i n g  by o r d e r  s t a t i n g  Che r e a s o n s  t o r  th e  s u s p e n s i o n .  When th e  

commisMsion s u s p e n d s  th e  o p e r a t i o n  o f  a t a r i f f ,  th e  c o r ^ i s s i o n  may

-7- CShl 3 1 4 (LAC)
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grant an interim rate increase. The p w ricd of s u s p e n s i o n  aisy not 

exceed 10 months unless

(1) rh* proceeding s ir.voIve substantial af fili a t e d  ipt*it«sc 

transactions or c o mplex rat*' d esign issues;

(2) the u t i l i t y  has delayed the proceeding*, but the period 

of suspension m a y  not exceed 10 wont ha p.* us the length of the delay;

(3) the utility reque sts an exterjaion, but the p eriod of 

suspension n a y  not exce ed 10 months plus the length of the extension;

(4) another legsi or regulatory  body is cons id e r i n g  the 

issue and has not writered its decisiont

(3) & co nsumer oi the u t ility raises iscues that require 

additional time to resolve;

(6) the pr oceedings involve unusual or c o m p l e x  situations

or issues.

* Sec. 15. A S  A?..05.42 1 <b) is a m e n ded to read:

(b) An order suspending & tf.riii filing m a y  be v a cate d if, after 

investigation, th* commission finds that, if is in all respects proper. 

O t h e rwise the commission  shall hold a h e a r i n g  on the suspended filing 

and issue it& order, before the end of the suspension period, g r a n t­

ing, denying^ or m o d i f y i n g  the su spended tariff in w h o l e  or ir. part. 

If the commission  d o e s n o t act or- the tariff filial w i t M n t h o  period 

of s u s p e n sion allowed u n d e r  (a) os: this section, the t u r i it f i ling 

takes e f fect at the end o£_ the sue p e n s ion dc riocl. 

x Sec. 16. AS 42.05.421(c) is a m ended ro read:

(e) 1£ the cotamission a u t h o r ises ari interiia in') T H E  CASE O F  A

P R O P O S E D  INCREASED] rate, the comrrtisaion ta«v>' by o r der require the 

interested public utility or u t i l ities to place t> amou nts subject to 

refu nd in escrow in a financial i nstit ution approved by the cum&.iseion

and Keep accurate account of (ALL A M O U N T S  R E C E I V E D  BY R E A S O N  O F  THE

CS U B  3 1 4 (L&C) >8-
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INCREASE. SPECIFYING] by vhots and in w hose behalf the amounts are 

peid. Upon c om pletion cu the h e a t i n g  m d  de cision the commission may  

uy order require che public u t i l i t y  to refund to the persons ir whose 

bc.hi;li the amounts were pnid, tlsr.t p o rtion  of. the increase'-, rates 

w h i c h  was found to be u n r e a s o n a b l e  or unlawful. T he ccasais3ion shall 

inaaa d ieto'ly y u thoriae rĵ  lejia e of the baliTice_oi .funds.to t h e utiiity_._ 

Funds m a y  nor bo rele ased f r o m  e s c r o w  without the co mmission'g prior 

w r i t t e n  consent a n d  the u t i l i t y  ..shell instruct the e s c r o w  Agere ojf 

this rc.migftaent fSHAI.1 BR SO INSTRUCTED BY THE U T I L I T Y .} In w r iting 

r.pd .jsencl I, WITH] a copy to the coraraisfiion. The u t ili ty may, at it a 

expense, substitute * bond for [IS LIEU OF] the escrow requirement.

*' S«c. 17. AS 4 ? . 0 5 . Ail ie e m e nded by adding o n e w  subsection to read: 

(t?) A t  th?* tit'.** of a tariff filing or at sav time the tariff 

filing is under auapensicn, the u t i l i t y  may request the commission to 

allow t.ht tariff filing to take effect o n  ar. interim basis. The 

cc?Effiission shall process the request ns * tariff filing u nder A S  4f!.~

05.411. If the filing contains a proposed  n e w  rate or rete increase, 

the commission m a y  a l l o w  chat r&te or & lesser ro.te to take effect on 

an interim basis, subject co r efund or other a ppropriate disposition 

at the d iscret ion of the commission.

* Sac. 18. AS 42.05.651 is a m e n d e d  to read:

Sec. 4?.05.651. E X P E N S E S  C-F INVESTIG ATION OK HEARING. A f t e r  

comple t i o n  of a h e a r i n g  cr i n v estigation hv:ld u n d e r  this chapter, the 

c o m m i s s i o n  ehall allocate the costs of the hearing or iuveafcigation 

among tbi* perties, including the cocaaiasion, as is just u n d e r  tho 

circumstances. In allocat ing coats, the counulsnioR m a y  con idor the 

results, a b i l i t y  to pay, evidenc e of good faith, other relevant f a c­

tor© and m i t i g a t i n g  circumstances. The coats w liocated may include 

the costr, of arty time d e v oted cc the investigati on or b e a ri ng by hired

-9- CSH8 3U(I,&C)
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consultants, w h e t h e r  or not the consultants appear as vtt noosee or 

participants, but only if the c o n s u l t a n t s we re n e c e ssary u n d er AS 42. - 

0 3 . 1 2 1 ( b ) . The costs allocat ed raty not include the c o st of p e r a a n e nt 

staff lor the comm i s sion but m a y  include o ther nac*.»sgary_ expenaoa not 

n l l o c a ted in the operating budget {ALSO INCLUDE ANY O U T - O F - P O C K E T  

EX P E N S E S  INCURRED BY T H E  COMMIS S I O N  I' THE PAHTICUTAR P R O C E E D I N G ], 

The commission shall provide an oppo r t u n i t y  for a [ANY] person cbjeet- 

i:;g to an allocation to be neard before the allocation becomes final.

* Sec. 19. AS 47.05.711(b) is repealed and r eenacted to read:

(b) Except as o therwise p rovided in this nubcectior., public

utiliti es owned and operated by p, p o l i tical subdivi sion of the state, 

or electric operating en title* e s t a b l i s h e d  as the In.» c rumen tali 1 7  of 

two or more public u t i l ities owned and operate d by politics?, aubdi.- 

vMatora of the state, are exempt trot?* this chapter, other than AS 42.- 

05.22? - 42.05.281 and 42.05.311 - 42.05.321. H o v e v * r,

(1) a. telephone u t i l i t y  o wned by 0 political subdivision is 

subject to this chapter;

(?) the governin g b o d y  o f  n political subdivision racy elect 

to be subject to thin chapter; and

(3) a u t i l i t y  or e l e ct ric o p e r ating entity that is owned 

end o p e rated b y  a political subdivi sion and that dir ectly competes 

w i t h  another u t i l i t y  or electric operating entity is subject to this 

chapter; however, except as oth erwise p r o vided in this subsection, any 

other u t i l i t y  or electric o p e r ating e n tity owned and ope ra t e d  by the 

p o l i t i c a l  subdivision is not subject to this chapter.

* Sec. 20. A G  42.05.711(e) is amended to read:

(e) Notwi t h s t a n d i n g  any other provisions of this chapter,

IAbiY3 electr ic 10R TELEPHONE] utility Ch&t does not gross $50,000 

annual ly is exempt from regulation under this chapter u nless 25 

CSilB 3 1 4 (L&C) -10-
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perc«?r«r <i the subscribers petitiar tho ceamiisaion for regulation.

Sec., 21. Ab 42.05.711 ( ) is repealed «nd reenacted La read:

( i ) A public uLi.li.ty, t-xcepc a l o c d  exchange telephone u t i l­

ity , that receives gross annua 1 revenue of l^ss than ;»500.0GO raay, 

u nder the procedures in AS 4?.,05.712, elect t:o be u>:empt from thio 

chapter other than AS 42.05.221 - 42.05.~81.

* Sue. 22. AS 42.05.711(h) is amended to retd:

(h) An e l e ct cic fA3 cooperative or$anis:«*d u»der AS 10.25 may 

elect to be exempt fro® (TUB PROVISIONS OF] l.hii chapter, ocher than 

A S  42.05.221 - 42.05.2S1, under the procedure described in A S  62,05.- 

712.

* Sec. 73. AS 47.05.712(e) is amended to rend:

(n) A  utility or cooperative t h a t fVJHICU] may elect to be exempt

f ro m  [THE P ROVISIONS OF] this chapter shall poll it« subscribers or 

oiesnbe:^ in the nm&r-er described in this seer.ion. A c o p p c r a tiva icrmed

for the ^fen e r a t i o n e n d  tjc&astoisision oi e l e c t r ical s ervice m ay not

elect tj> be deregulated ttnda r this se c tion unions e & c .i oi its nsestbere 

that _ is organised. _ a c _ a  distr ibutJ.or« couperat tve has held an e l e ct lor, 

amor-g _Its sub.2 .cribar& to d e t e rmine the cooperative * i v ote os d e r e g u­

latio n .

* Sec. 24. AS 42.05.770(4) is amen ded to read:

( 4 )  " p u b l i c  u t i l i t y "  o r  " u t i l i t y "  i n c l u d e s  e v e r y  c o r p o r a ­

t i o n  (w h e th e r  p u b l i c ,  c o o p e r a t i v e ,  o r  o t h e r w i s e ) ,  com pany, i u d i v i d u s l ,  

o r  a s s o c i a t i o n  o f  . I n d i v i d u a l s ,  t h e i r  l e s s e e s ,  t r u s t e e s ,  o r  r e c e i v e r s  

a p p o in t e d  by a c o u r t ,  t h a t  owns, o p e r a t e s ,  manages o r  c o n t r o l s  any 

p l a n t ,  p i p e l i n e  o r  s y s t e m  f o r

(A) furnishing, by generation, transmission or d i s t r i­

bution, electrical service to the public for compensationj

(3) furnishing telecommunications service to the

- 1 1 -  C S H E  3 1 4 C L & C )
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public tor coopers a tior.j

(C) furbishing water, etc am or s«*»er service to the

public for compensation!

(D) furnishing n a t u ral or genuine cu r e d g^s to the

pub l i c for compe n B & t i e n  by cr anemiasion or distribution, except 

as n e c e s sary for a supp l y f_ir1.1 _ a a In

that ij not an a f f i l i a ted interest if the dlsiri.bntinr. oj: f.rai sL- 

laisoiop taci lit les are either located c~ntirel y_ wi th ir. tho_ produo; 

cion leasehold of the p r o ducer, or _tq_th«_ extent .that facil-

 a r t net located withi n the lea s e h o l d , ore va 1 ued at

$ 1 , 0 0 0,000 or lefas or afg d eclared by_ the p r o ducer to be e c o m m o n

c a r r ier subject to r e g u l a t i on u n der ...AS. 4r_,06 [OF N A T U R A L  OS

M ANUFA C T U R E D  CAS TO THE A L A S K A  P U B L I C  FOR C O M P E N S A T I O N J »

(E> furnishing for distr i b u t i o n  cr by distributi on

petro l e u m  or p e t r o l e u m  products to the Alaska public for c o m p e n­

sation w h e n  the consumer has no A ltern a t i v e  in the choice of

supplier oi a comparable product and service at en equal or

lesser price *

(?) furnishing c ollection  and disposal service oi

garbage, refuse, trash or o ther w a t t e  material}

* Sec. 25. AS 4 4. 66.010(4) is £3Rerdf?d to road:

(A) Alaska Public Utilities Coarmiasion (AS 45,05.010)

June. 30, 1989 [1986],

* Sec. 26. N o t w i t h s t a n d i n g  AS 42.05.030, as soon as the Cera of a

consumer m e m b e r  u nder AS 42.05.040 expires, the governor shall reappoint cr

replace the m e m b e r  for a term of four years so that th«* term© of the c o n­

sumer members of the b ea rd are staggered.

* Sec. 27. N o t w i t h s t a n d i n g  the amendments to AS 42.05.040 m a d e  by 

sec. 7 and to AS 42.05.050 made by sec. 3 o f  this Act, a m e m b e r  of the 

CSHB 3 14(L.5tC) -12-
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commis sion on thp effective date of this Ac? m a y  continue to serv« as a 

cosfc»issioil m e mber and isay be r e a p p o i n t e d  ti> the con®Lesion without meeting 

the additional qualifications.

* Sac. 13. The arcendmer.cs made by sees. 4 - 1/, 14 - 16, and IS cf thij 

Act <lo net apply co a proceeding begun. bt?iuce the effectiv e date of chis 

Ac t..

* See. T9, n o twithstandi ng the scanridmencs made by secs. 19 - "3 of chis 

Acs., a utility that exerapt f r o m  AS 42.05.£21 on the day before the

effective date of this Act m a y  continue to Operate a n d  to receive c o m p e n­

sation without holding u certificate irons the Public Utilities Ccimr.iasiun 

until the comraisyion h<?.» acted on the utility's applicat ion for c e r t i f i c a­

tion i r the utility iil.as an a p p l i c a t i o n  for certi fication w i t h i n  60 days 

after the effective date of this Act.

* Sec. 30. N o t w i t h s t a n d i n g  A*> 42.05.371, a u t i lity that was exempt from 

regulati on by the Public Utilities Coimic Pton on the day before the e f f e c­

tive date of this Act. m a y  continue to charge the tariffs ir charged on the 

d«y before tha effective dote oi this Act, until ot herwise ordered by the 

commission, if i.. files its c o m p l e t e  tariff w i t h  the c o m m i s s i o n  v i t h i a  60

days after the effe ctive a&ce of this Act..

* Sec. 31. A S  42.05.711 (p.) and 42.05.711(1) are repealed.

* Sec. 32. This Act takes effect i m mediately in accordance- w i t h  AS 01.-

10.070(c).

-13 - CSHB 314<UC)
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WORK DRAFT WORK DRAFT
Cramer
2/26/86

WORK DRAFT

Original sponsor: Davis

BY THE L A B O R  AND
IN THE HOUSE C O M MERC E COMMITTEE

CS FOR HOUSE BILL NO. 314 (L&C)

IN THE L E G I S L A T U R E  OF THE STATE OF A LA SKA 

F O U R T E E N T H  LEGIS L A T U R E  - SECOND SESSION

A  BILL

For an Act entitled: "An Act rela ting to the A l a s k a  Public Utilities

Commission; and p r o v iding for an effective date."

BE IT E N ACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 42.05.030(a) is amended to read:

(a) The term of office of each m e m b e r  is six y o a r s . [THE G O V E R­

NOR SHALL D E S I G N A T E  WHO A M O N G  THE INIT IAL A P P O I N T E E S  SHALL SERVE, 

RESPECTIVELY, FO R TERMS OF TWO YEARS, F O U R  YEARS A N D  SIX YEARS.] A 

commissioner, u p o n  the e x p i r a t i o n  of a term, shall continue to hold 

office u n t i l  a s uccessor is appointed and qualified.

* Sec. 2. AS 42 .05.040 is a m end ed to read:

Sec. 42.05.040. Q U A L I F I C A T I O N S  OF MEMBERS. Membe rs shall be 

q ualified as follows: one m e m b e r  shall be a graduate of an accredited 

school of law; one m e m b e r  shall be a graduate of an accred i t e d  u n i v e r­

sity w i t h  a m a j o r  in engineering; one m e m b e r  shall be a graduat e of an 

a c c r e d i t e d  u n i v e r s i t y  w i t h  a m a jor in finance, accounting, or business 

administration; and two m e m b e r s  shall be consumers. A  professional  

m e m b e r  of the c o m m i s s i o n  m u s t  have w o r k e d  for at least five years in 

the m e m b e r ' s  p r o f e s s i o n a l  field.

* Sec. 3. AS 42 .05.050 is a m e nded to read:

Sec. 42.05.050. A C T U A L  E X P E R I E N C E  E Q U I V A L E N T  TO A  DEGREE. 

Actual  e x p e r i e n c e  that is r e l a t e d  to u t i l i t i e s  m a n a g e m e n t  or r e g u­

lation for a p e r i o d  of five years in the p r a ctice of law or in the 

field of e n g i n e e r i n g  or in the field of finance, business administra- 

t i o n , economics, or a c c o u n t i n g  is equiva l e n t  to a degree.

-1- CSHB 3 1 4 (L&C)
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* Sec. 4. AS 42.05.121 is amended to read:

Sec. 42.05.121. EMPLOY M E N T  OF CO MMIS S I O N  PERSONNEL. (a) The 

commis s i o n  m a y  employ an executive director w h o  shall have  had at 

least five years of experience in public u t i l i t y  m a n a g e m e n t  or r e g u­

lation, law, accounting, engineering, or an a llie d field. The e x e c u­

tive director is r e s p o n s i b l e  for directi ng the a d m i n i s t r a t i v e  f u n c­

tions of the commissio n and carrying out the p o l i c i e s  as set by the 

commission. The com mis s i o n  m a y  employ engineers, h e a r i n g  officers, 

admini strative law judges to the extent p r o v i d e d  b y  AS 42.05.171 and 

AS 42.06.140(b), experts, clerks, accountants, and other agents and 

assistants it considers necessary. The executive director, deputy 

director, attorneys, h e a r i n g  officers, and a d m i n i s t r a t i v e  law judges 

are in the partially exempt service und er AS 39.25.120. O ther e m p l o y­

ees [EMPLOYEES] and agents of the comm ission [WHO A R E  NOT PARTIALLY 

E XEMP T UNDER AS 39.25.120, OTH ER THAN LEGA L COUNSEL,] are in the 

classi f i e d  service under AS 39.25.100.

(b) In a d d i tion to its staff of regular  employees, the c o m m i s­

sion m a y  contract for and engage the services of consultants and 

experts the commissio n considers necessary.

A L T E R N A T E : (b) In addition to its staff of r e g u l a r  employees,

the commission m a y  contract for and engage the services of consultants 

and experts the c o m m i s s i o n  considers n e c e s s a r y  to advise, recommend, 

or testify in a specific proceeding. The c o m m i s s i o n  m a y  not contract 

for advice on legal m a t t e r s  unless the at torney g e n e r a l  is r e p r e s e n t­

ing the public interest u n d e r  AS 4 2 . 0 5 : 1 1 1 ,

* Sec. 5. AS 42.05.121 is amended by adding a n e w  subse ction to read:

(c) The commission shall m a i n t a i n  a ccurate r e c ords of the time 

d e voted b y  a consultan t or expert to each m a t t e r  and the services 

provided. The services shall be described in r e a s o n a b l e  detail.

CSHB 3 1 4 (L&C) - 2 -
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* Sec. 6. AS 4 2 . 0 5 . 141(a) is amended to read:

(a) The A laska Public Utilities Commission may

(1) regulate e v e r y  public u t i l i t y  engaged or p r o p o s i n g  to 

engage in such a business inside the state, except to the extent 

exempted by AS 4 2 . 0 5 . 7 1 1 ; in exerci s i n g  its authority, the commission 

has the powers ex pressly c o n f erred or r easonably i m plied by this 

chapter [, A N D  THE POWERS OF THE COMMIS SION SHALL BE L I B E R A L L Y  CON-

>LISH ITS S T A TED PURPOSES];3TRUED TO ACCOM^L
/JM mAa Gu-fT)

‘•,i J ' (2) investigate, upon complaint or upon its own vot ion, the

JtA‘
rates, classifications, rules, regulations a r d s , practices,

services and facilities of a public u t i l i t y  and hold h e a r i n g s  on them;

(3) make or r e q u i r e  just, fair and reaso nable rates, c l a s­

sifications, regulations, practices, services and facil i t i e s  for a 

public utility;

(4) pres c r i b e  the system of accounts and r e g u l a t e  the 

service and safety of o perations of a public utility;

(5) require a p u b l i c  u t i l i t y  to file repo rts and other 

infor m a t i o n  and data;

(6) appear p e r s o n a l l y  or by counsel and r e p r e s e n t  the 

interecti. and w e l f a r e  o f  the state in all matters and p r oceedin gs 

involvi ng a public u t i l i t y  p e n d i n g  b efore an officer, department, 

board, commi s s i o n  or court of the state or of another state or the 

U n i t e d  States and to i n t e rvene in, protest, resist, or advoc a t e  the 

granting, denial or m o d i f i c a t i o n  of any petition, application, c o m­

plaint oi other proceeding;

(7) examine w i t n e s s e s  and offer evidence in any procee d i n g  

a f f e cting the state and ini tiate or partic ipate in j u d icia l p r o c e e d­

ings to the extent n e c e s s a r y  to prot ect and promote the interests of 

the state.

- 3 -  CSHB 3 1 4 (L&C)
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* Sec. 7. AS 42.05.171 is r e p e a l e d  and r e e n acted to read;

Sec. 42.05.171. F O RMAL  HEARINGS. (a) The c ommissi on m a y  hold a 

h e a ring on a m a t t e r  that is subject to the j u risdi ction of the c o m m i s­

sion or m a y  assign the m a t t e r  to one or two commissioners, a hearing 

officer, or an admini s t r a t i v e  law judge. The commission shall assign 

as m a n y  m a t ters as possible to a h e a r i n g  officer or a d m i nistrati ve law 

judge.

(b) A f t e r  the hearing, the p r e s i d i n g  officer or the c o m m i s s i o n­

ers shall enter a final order of the commission. The decision of one 

or two c o m missione rs or of a h e a r i n g  officer or admini strative law 

judge m a y  be a p p ealed  to the commis s i o n  under AS 42.05.196. The 

appeal m u s t  be filed no later than 30 days after service of the d e c i­

sion on the p a r t y  filing the appeal.

A L T E R N A T E ; (b) A f t e r  the h e a r i n g  the commission shall enter a

final order. If a m a t t e r  was h e a r d  by one or two commissioner s or a 

h e aring officer or a d m i n i s t r a t i v e  law judge, a proposed decision shall 

be entered. The c o m m i s s i o n  shall enter a final order affirming, 

modifying, or l e v e r s i n g  the p r o p o s e d  d e c i s i o n  w i thin 60 days after the 

filing of the p r o p o s e d  decision. The parties shall have an o p p o r t u n i­

ty to comment on the p r o p o s e d  d e c i s i o n  b e f o r e  the commission enters a 

final order. W h e n  c on sidering a p r o p o s e d  decision, the commiss ion may 

permit the p a rtie s to submit a dditional evidence for good cause and 

m a y  hear oral argument.

(c) In a m a t t e r  h e a r d  b y  the commission, a commissioner w h o  has 

not heard or read the testimony, including the argument, shall review 

the reco rd b efore p a r t i c i p a t i n g  in the decision.

(d) In d e t e r m i n i n g  the place of a h e aring the c ommi s s i o n  shall 

give p re ference to the place most conven i e n t  for those interested  in 

the subject of the hearing.
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(e) The commission shall employ  a sufficient n u m b e r  of hearing 

officers or admi nistrative law judges to hear and decide matters 

arising before the commission u nder this chapter.

* Sec. 8. AS 42.05 is amended by adding a n e w  section to read:

Sec. 42.05.196. A P P E A L  OF F I N A L  DECISIONS TO THE COMMISSION. 

W h e n  a decision of a h e a ring  officer, administ rative law judge, or one 

or two commissioners is app ealed to the commission, the commission 

shall r e view the record and the briefs of the parties. The commission 

m a y  permit the parties to submit it itional evidence for good cause 

and may hear oral argument. If an appeal is taken from the decision 

of one or two commissioners, the commis s i o n  members who did not serve 

on the panel shall attend the hearing. The commis s i o n  shall issue a 

d ecision affirming, modifying, or r e v e rsing  the d e c ision  of the p r e­

siding officer or panel w ithin 60 days after the fi ling of the appeal. 

A  m a j o r i t y  of the c ommission must concur in the decision.

* Sec. 9. AS 42.05.221(a) is amende d to read:

(a) A  public u t i l i t y  m a y  not operate and receive compensation 

for providing a commodity or service until it has o b t ained [AFTER 

J A N U A R Y  1, 1971 W I THOUT F I R S T  H A V I N G  OBTAINED F R O M  THE COMMISSION

U N D E R  THIS CHAPTER] a certificate declaring that p ublic convenience 

and n e c e s s i t y  require or wi ll requir e the service u n ^ e r this c h a p t e r . 

If [WHERE] a public u t i l i t y  prov_d es m o r e  than one type of utility 

service, a separate certificate of public convenience and n e c e s s i t y  is 

r e q u i r e d  for each type. A  c e rtif icate shall describe the n atu re and 

extent of the authority g r a n t e d  in it, including, as appropriate for 

the services involved, a descri p t i o n  of the au tho r i z e d  area and scope 

of operations of the public utility.

* Sec. 10. AS 42.05.241 is amended to read:

Sec. 42.05.241. CONDI TIONS OF ISSUANCE. The c o m m i s s i o n  shall
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issue a certificate  if 'A C E RTIFICA TE M A Y  NOT BE ISSUED UNLESS] the 

commissi on finds that the applicant is fit, w i lli ng and able under (b) 

of this section to p r o vid e the u t i l i t y  services app lied for and that 

the services are in the public interest. The commission may issue a 

certific ate w i t h o u t  finding that an applicant is fit, willing, and 

able if the service is n e c e s s a r y  for the public interest [REQUIRED FOR 

THE C O N V E N I E N C E  AND NECE SSITY OF THE PUBLIC]. The commission may 

issue a c e r t i f i c a t e  g r a nting an a pplication in w h o l e  or in part and 

attach to the grant of it the terms and conditions it considers n e c e s­

sary to p r otect  and promote the public interest including the • e d i ­

tion that the applicant m a y  or shall serve an area or provi de a n e c e s­

sary service not conte m p l a t e d  by the applicant. The commission may, 

for good cause, deny an applicatio n w i t h  or without prejudice.

* Sec. 11. AS 42.05.241 is amended by adding n e w  subsections to read:

(b) The c ommission shall find an applicant fit, willing, and 

able to p r o v i d e  u t i l i t y  service if the c ommission finds that

(1) the applicant has the financial, operational, m a n a g e­

ment, and m a i n t e n a n c e  capabil ity to p r o vide the p r o pose d service;

(2) the applicant has or will have adequate equipment and 

facilities to prov ide and m a i n t a i n  the p r o p o s e d  service; and

(3) the applicant submits evidence, satis f a c t o r y  to the

commission, d e m o n s t r a t i n g  that the ap plicant will  comply w i t h  the law.

(c) In a h e a r i n g  on the issuance of a certificate un der rhis 

section, the applicant for the c er tificate has the b u r d e n  of showing 

that the p r o p o s e d  service is in the public interest.

(c) If i ssuance of a c e rtificate is not contested, the c o m m i s­

sion shall grant or deny the a p p l i c a t i o n  no later than six months 

after the a p p l i c a t i o n  was filed. If the commission has not reached a 

decision w i t h i n  six months, it shall issue the certificate.
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* Sec. 12. AS 42.05.251 is am .Tided to re a d :

Sec. 42.05.251. USE OF STREETS IN CITIES A N D  BOROUGHS. Public 

utilities have the right to a permit to use public streets, alleys^ 

and other public ways of a m u n i c i p a l i t y  [CITY OR BOROUGH, W H E T H E R  HOME 

RULE OR OTHERWISE,] u p o n  payment of a reason a b l e  p e rmit fee and on 

reasonable terms and conditions and w i t h  r e a s o n a b l e  exceptions the 

m u n i c i p a l i t y  [CITY OR BOROUGH] requires. The fee m a y  not exceed the 

actual cost to the m u n i c i p a l i t y  of the u t i l i t y ' s  use of the public way 

and of a d m i nistering  the permit program. A  dispute as to whether 

fees, terms, c o n d i t i o n s ^  or exceptions are re ason a b l e  shall be decided 

by “he commission. The commission m a y  r e quire a u t i l i t y  to add the 

amount of any permit fee paid as a pro rata surcharge to its bills for 

service rendered at locations w i t h i n  the b o u n d a r i e s  of any m u n i c i p a l­

ity that [CITY OR BOROUGH WHICH] requires payment of a pe rmit fee.

* Sec. 13. AS 42.05.361(c) is amended to read:

(c) The commission m a y  reject the filing of all or part of a

tariff that [WHICH] does not comply w i t h  the f o r m  or filing r e g u­

lations of the commission or that [WHICH] is not c o n s i s t e n t  w i t h  this 

chapter or the regulations of the commission. A  tariff or provision 

so rejected is void. If the c ommission rejects a filing, it shall 

issue a statement of the reasons for the rejection. Unless the u t i l i­

ty and the commis s i o n  agree to an extension of time, the commission 

m a y  not reject a filing under this subsection  aft er 45 days have 

elapsed from the date of filing.

* Sec. 14. AS 42.05.381 is amended by adding a n e w  s u b s e c t i o n  to read:

(e) The commission shall adopt regulation s e s t a b l i s h i n g  a s i m­

plified rate filing procedure for electric cooperatives.

* Sec. 15. AS 42.05.421(a) is repea l e d  and r e e n a c t e d  to read:

(a) W h e n  a tariff filing is made c o n t a i n i n g  a n e w  or revised
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rate, classification, rule, regulation, practice, or condit.-in of 

service the c omm ission may, either up on w r i t t e n  complaint or u p o n  its 

own motion, after re ason a b l e  notice, conduct a h e a r i n g  to determine 

the r e a s onableness  and p r o p riety of the filing. P e nding the h e a rin g 

and decision, the c ommis s i o n  m a y  suspend the opera tion of the tariff 

filing by order stating the reasons for the suspension. The p e r i o d  of 

suspen sion for an i n t e r i m  rate increase m a y  not  exceed 45 days from 

the date that the c o m m i s s i o n  receives the completed application. The 

^  p e r i o d  of s u s p e n s i o n  for a permanent rate m a y  not  exceed 12 months 

from the date the co mmi s s i o n  receives the comp leted app lic a t i o n  unless

(1) the p roceeding s involve substantial af filiated interest 

transactions or complex rate design issues;

(2) the u t i l i t y  has delayed the proceedings, but the period 

of su spe n s i o n  m a y  no t ex ceed 12 months plus the length of the delay;

(3) the u t i l i t y  requests an extension, but the p e r i o d  of 

suspensi on m a y  not exceed 12 months plus the length of the extension;

(4) another legal or r e g u l a t o r y  b o d y  is c o nsidering the 

issue and has not entered its decision;

(5) an interven or raises issues' that require additional 

time to resolve;

^ A L T E RNATE (6) the p r oc eedings involve a u t i l i t y  whose

total company revenue exceeds $100,000,000;

A L T E RNATE (7) the p r oceeding s involve issues of safety,

quality of service, or reason ableness of m a n a g e m e n t  practices that 

cannot be decided s ep arately from the tariff filing;

A L T E R N A T E  (8) the procee d i n g s  involve a u t i l i t y  whose

records and accounts are kept at a location outside the state;

A L T E R N A T E  (9) the p roceedin gs involve u n u s u a l l y  complex

situations or issues;
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ALTERNATE (10) The c o m m i s s i o n  finds there is other good

c a u s e .

* Sec. 16. AS 42.05.421(b) is a m e nde d to read:

(b) An order susp ending a tariff filing m a y  be v a c a t e d  if, after 

investigation, the commi ssion finds that it is in all r e s p e c t s  proper. 

Otherwise the commis s i o n  shall h o l d  a h e a r i n g  on the s u s p e n d e d  filing 

and issue its order, before the end of the suspe n s i o n  period, g r a n t­

ing, d e n ying^ or m o d i f y i n g  the suspend ed tariff in w h o l e  or in part. 

If the commission  does not act on the tariff filing w i t h i n  the period 

of s uspension allowed under (a) of this section, the tariff filing 

takes effect at the end of the suspen sion period.

*' Sec. 17. AS 42.05.421 (c) is amended  to read:

(c) If the commis s i o n  authorizes an interim [IN THE CASE OF A  

PROPOSE D INCREASED] rate increase, the commiss ion m a y  by o rder require 

the interested public u t i l i t y  or utilities to place the amounts r e­

ceived from the increase in e s c r o w  in a financial i n s t i t u t i o n  approved 

b y  the commission and keep accurate account of [ALL A M O U N T S  RECEIVED  

BY REASON OF THE INCREASE, SPECIFYING] by "whom and in w h o s e  b e h a l f  the 

amounts are paid. U p o n  c o m p l e t i o n  of the h e aring and d e c i s i o n  the

commis sion m a y  by order require the p ublic u t i l i t y  to r e f u n d  to the

persons in who se b eha lf the amounts w e r e  paid, that p o r t i o n  of the 

increased rates w h i c h  was found to be un reas o n a b l e  or unlawful. The 

commis sion shall i mmediatel y authorize release of the b a l a n c e  of funds 

to the utility. Funds ma y not be r e l e a s e d  from e s c r o w  w i t h o u t  the 

commission's prior w r i t t e n  consent and the u t i lity shall instruct the 

e s cro w agent of this req uir e m e n t  [SHALL BE SO INSTR UCTED BY THE U T I L I­

TY,] in w r i t i n g  and send [, WITH] a copy to the commission. The

ut ility may, at its expense, substitute a bond for [IN L I E U  OF] the

e s c r o w  requirement.
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* Sec. 18. AS 42.05.421 is a m e n d e d  by adding a n e w  s u b s e c t i o n  to read:

(e) At the time of a tar'^f filing or at any time the tariff

filing is u n d e r  suspension, the u t i l i t y  may r e q u e s t  the c o m m i s s i o n  to 

allow the tariff filing to take effect on an i n t e r i m  basis. The

 ̂ c o mmission shall process the r e q uest as a tariff filing u n d e r  AS 42.-

T.
05.411. If the filing contains a prop osed n e w  rate or rate increase,

i the commission m a y  allow that rate or a lesser rate to take effect on

r i
^  an interim basis, subject to r e f u n d  or other a p p r o p r i a t e  disposition

at the discret ion of the commission.

Sec. 19. AS 42.05.431 is a m e n d e d  to read:

\  Sec. 42.05.431 . P O W E R  OF COMMISSI ON TO FIX RATES. W h e n  the

r  commission, after an i n v e s t i g a t i o n  and hearing, finds that a rate

‘v demanded, observed, charged or collected by a p u bl ic u t i l i t y  for a

£ ^  service, subject to the j u r i s d i c t i o n  of the commission, or hat a

q  classification, rule, regulation, practice, or contract affec t i n g  the

X  rate, is unjust, unreasonable, u n d u l y  d i s c r i m i n a t o r y  or preferential,

 ̂ the c ommission shall determine a just and r e a s o n a b l e  rate, classifyca-

tion, rule, regulation, practice, or contract to be o b s e r v e d  or al-
5 v<j

. \ lowed and shall es tablish it b y  oru«=r. A  m u n i c i p a l i t y  m a y  covenant

^  ^  w i t h  bond p u r c h a s e r s  regardi ng rates of a m u n i c i p a l l y  owne d utility,

and the covenant is vali d and e nforceab le and is c o n s i d e r e d  to be a

^  contract w i t h  the holders from time to time of the bonds. A  coopera-

tive u t ili ty o r g a n i z a t i o n  u n d e r  AS 10.25 may e n t e r  covenants contained 

in mor tgages a nd other debt instruments. The c o v enant is v a l i d  arid 

enforceable and rates set by the commiss on m u s t  be adequate to meet 

th e covenants. The c ommissio n m a y  require a m u n i c i p a l  or cooperative 

u t i l i t y  to file a copy of each debt instrument a f f e c t i n g  its rates.

A L T E R N A T E : Sec. 42.05.431. POWER OF C O M M I S S I O N  TO FIX RATES.

W h e n  the commission, after an in vest i g a t i o n  and hearing, finds that a 
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rate demanded, observed, charged or collected b y  a public u t i l i t y  for 

a service, subje ct to the j u r i s d i c t i o n  of the commission, or that a 

classification, rule, regulation, practice, or c o n tract affecting the 

rate, is unjust, unreasonabl e, u n d u l y  d iscriminato ry or preferential, 

the commission shall determine a just and r easonab le rate, c l a s s i f i c a­

tion, rule, regulation, practice, or contract to be observed or a l­

lowed and shall e s t a b l i s h  it by order. A  m u n i c i p a l i t y  may covenant 

w i t h  bond p u r c h a s e r s  r e g a rdin g rates of a m u n i c i p a l l y  owned utility, 

and the covenant is valid and enfor ceable and is consid ered to be a 

contract with the hold ers from time to time of the bonds. A  c o o p e r a­

tive utility o r g a n i z a t i o n  u n d e r  AS 10.25 may enter covenants contained 

in mortgages a n d  other debt instruments. The covenant is v a l i d  and 

enforcea ble and rates set by the commission m u s t  be adequate to meet 

the covenants. T h e  c o m m i s s i o n  m a y  require a m u n i c i p a l  or cooperative 

u t i l i t y  to file a copy of each debt instrument a f f e c t i n g  its rates or 

to secure advance c ommis sion a p p r o v a l  of the covenants.

Sec. 20. AS 42.05.431 is a m end ed by adding new s u bsections to read:

(b) The commission may not amend a wholesale power agreement

after it is in effect. d $ <z-'r

ALTERNATE Do not add this subsection.

(c) The c o m m i s s i o n  m a y  not r e quire a u t i l i t y  to refund a p e r m a­

nent  rate after it is in effect.

ALTERNATE Do not add this subsection.

Sec. 21. AS 42 05.651 is a m e nded to read:

EXISTIN G TEX,. .ec. 42.05.651. EXPENSES OF INVES TIGATION OR 

HEARING. After c o m p l e t i o n  of a h e a r i n g  or i n v e s t i g a t i o n  held under 

this chapter, the commiss ion shall allocate the costs of the h e aring 

or investigation among the parties, including the commission, as is 

just under the circums tances. In allocating costs, the commis s i o n  may

-11- CSHB 3 1 4 (L&C)
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consider the results, a b i lity to pay, evidence of good faith, other 

relevant factors and m i t i g a t i n g  circumstances. The costs allocated may 

include the costs of any time devoted to the i n v e s t i g a t i o n  or hearing 

by hired  consultants, w h e t h e r  or not the consul t a n t s  appear as w i t­

nesses or participants. The costs allocated m a y  also include any 

out-of-pocket expenses incurred by the commission in the particular 

proceeding. T h e  commission shall provide an o pport u n i t y  for any 

p e r s o n  objectin g to an a llocati on to be heard b e f o r e  the allocation

becomes  final ^  * * * * *  ^  ^  ^ ^  ^  7becomes final. ^  ^  ^  /? <

A L T E R N A T E : Sec. 42.05.651. EXPENSES OF I N V E S T I G A T I O N  OR HEAR-

\ ING. After [COMPI .TION OF] a hearing or i n v e s t i g a t i o n  held under this

K
>  chapter, the c o m m i s s i o n  shall allocate the costs of the h e aring or

V

{

investigation a m o n g  the parties, including the commission, as is just
V

^ under the circumstances. In allocating costs, the commissio n may

consider the results, a b ility to pay, evidence of good faith, other 

w r e l eva nt factors and m i t i g a t i n g  circumstances. The costs allocated

V) m a y  include the costs of any time devoted to the investigation or

\  h e a r i n g  by h i r e d  consultants, whet her or not the consultants appear as

l\^ w i t n e s s e s  or p a r t i c i p a n t s ^  but only if the consul t a n t s  wer e necessary

and the costs are reasonable^  The costs allocated m a y  not include the 

cost of legal counsel, u nless legal counsel w a s  r e q u i r e d  because the 

at t or ney general was r e p r e s e n t i n g  the public interest, or the cost of 

staff for the c o m m i s s i o n  [ALSO INCLUDE AMY O U T - O F - P O C K E T  EXPENSES 

INCURRED BY THE C O M M I S S I O N  IN THE PARTICULAR PROCEEDIN G] The c o m m i s­

sion shall p r o v i d e  an opportunity for a [ANY] p e r s o n  ob jecting to an 

alloca t i o n  to b e  h e a r d  b efo re the allocation b e c o m e s  final.

* Sec. 22. AS 42.05.711(b) is repealed and reenacted to read:

^ T b ) )  Except as o t h e rwise provided in this subsection, a public 

u t i l i t y  or elect r i c  o p e r a t i n g  entity to which this s ubsection applies 

CSHB 314 ri s.r\ \- O  t ^  i
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is exempt from this chapter except AS 42.05.221 - 42.05.281 and 42.- 

05.311 - 42.05.321. If a u t ility of a p u b l i c  u t i l i t y  or electric 

operating e n t i t y  competes w i t h  another utility, then the public u t i l­

ity or entity is subject to this chapter. A  t e l e p h o n e  u t i l i t y  of a 

public utility is ' abject to this chapter. If the g o v e r n i n g  bod y of a 

political s u b d i v i s i o n  elects to be subject to this chapter, then the 

public utility o r  entity is subject to this chapter. This subsection 

applies to

(1) a public u t i l i t y  owned and o p e r a t e d  by a political 

subdivision of the state; or

(2) a n  electric operating entity e s t a b l i s h e d  as an i n s t r u­

mental ity at least two public utilities o w n e d  and opera t e d  by a 

political s u b d i v i s i o n  of the state.

* Sec. 23. AS 4 2 .05.711( f) is repea l e d  and r e e n a cted to read:

(f) A p u b l i c  utility, except a local e x c h a n g e  telephone util-

0' o
ity, that r e c e i v e s  gross annual revenue of less  th^n $ 5 0 0 , 0 0 0 > m a y ,

under the p r o c e d u r e s  in AS 42.05.71 2, elect to be exempt from this

chapter other t h a n  AS 42.05.221 - 42.05.281. j j

* Sec. 24. AS 42.05.71 1 (h) is amended to read:

(h) An e l e c t r i c  (A] c o operative organized u n d e r  AS 10.25 may

elect to be e x e m p t  from [THE PROVISIO NS OF] this chapter, other than 

AS 42.05.221 - 42.05.281, u n d e r  the procedure d e s c r i b e d  in AS 42.05.- 

712.

* Sec. 25. AS 4 2 . 0 5 . 7 1 1 (k) is amended to read: . ^

( c Y ,

(k) A u t i l i t y  that [WHICH] furnishes^cable t e l e v i s i o n  service or 

service as a r a d i o  common carrier is exempt f r o m  the provis i o n s  of 

this c h a p t e r . In this subsection, "radio c o m m o n  carrier" means a 

radio, paging, m o b i l e  radiotelephone, or i m p r o v e d  m o b i l e  telephone 

service [OTHER T H A N  AS 42.05.221 - 42.05.281 U N L E S S  25 P E R C E N T  OF THE

- 1 3 -  CSHB 3 1 4 (L&C)
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SUBSCRIBERS P E T I T I O N  THE C O M M I S S I O N  FOR REGULATION].

* Sec. 26. AS 42.05.712(a) is amended to read:

(a) A  u t i l i t y  cr c o o p e r a t i v e  that [WHICH] m a y  elect to be exempt 

from [THE P R O V I S I O N S  OF] this chapter shall poll its subscribers or 

members  in the m a n n e r  d e s c ribed in this section. A  coope r a t i v e  formed 

for the gener a t i o n  and t r a n s m i s s i o n  of el ectr i c a l  service m a y  not 

elect to be d e r e g u l a t e d  u n d e r  this section unless each of its members 

that is o r g a nized as a d i s t r i b u t i o n  cooperative has h e l d  an election 

among its su bscribers to determine the cooperative 's vote on d e r e g u­

lation .

A L T E R N A T E : (a) A  u t i l i t y  or cooperative that [WHICH] m a y  elect

to oe exempt from [THE PROVI S I O N S  OF] this chap ter shall poll its 

subscribers or members in the m a n n e r  described in this section. A  

cooperative o r g a n i z e d  under  AS 10.25 may not elect to be exempt from 

this chapter u nless the c oo perative has held an e l e c t i o n  among its 

m e m bers and s ubsc ribers to determine w h e ther the c o o p e r a t i v e  should be 

d e r e g u l a t e d .

* Sec. 27. AS 42.05.720(3) is a m ended  to read:

(3) "public" or "general public" means

(A) any group  of 10 or more cust omers that purchase 

the service or c o m m odi ty furnish ed by a p u b l i c  u t i l i t y  [AS D E­

FINED IN (2) OF THIS SECTION]; and

(B) any u t i l i t y  pur cha s i n g  the p r o d u c t  or service or 

paying for the t r a n s m i s s i o n  of electric energy, n a t u r a l  or m a n­

ufactured gas, or p e t r o l e u m  products w h i c h  are r e - s o l d  to a group 

included in (A) of this p a r a g r a p h  or which are u s e d  to produce 

the service or c o m m o d i t y  sold to the public by the utility;

A L T E R N A T E : (B) any u t i l i t y  p u r c h a s i n g  the p r o d u c t  or

service or p a y i n g  for the transmission  of electric  energy, 

CSHB 3 1 4 (L&C) -14-
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natural or m a n u f a c t u r e d  gas, or p e t r o l e u m  p r o d u c t s  that [WHICH] 

are re-s old to a g r oup i n c l uded in (A) of this p a r a g r a p h  or that 

[WHICH] are used to p r o d u c e  the service or c o m m o d i t y  sold to the 

public by the utilit y e xcept a p r o ducer of oil and g a s ;

* Sec. 28. AS 42.05.720(A) is a m ended to read:

(4) "public u t i l i t y "  or "utility" includes every c o r p o r a­

tion (whether public, cooperative, or otherwise), company, individual, 

or a s soci ation of individuals, their lessees, trustees, or receivers 

a ppointed b y  a court, that owns, operates, m a n a g e s  or controls any 

plant, pipeline or system for

(A) furnishing, b y  generation, t r a n s m i s s i o n  or d i s t r i­

bution, electrical service to the public for compensation;

(B) furnis h i n g  tel ecommun i c a t i o n s  service to the 

public for compensation;

(C) furnis h i n g  water, steam or sewer service to the 

public for compensation;

(D) t r a n s m i t t i n g  or distri b u t i n g  [FURNISHING BY T R A N S­

MIS S I O N  OR D I S T R I B U T I O N  OF] natural or m a n u f a c t u r e d  gas to the 

A laska public for c o m p e n s a t i o n , but not incl uding a p r o d u c e r  who 

transmits or distributes n a t u r a l  or m a n u f a c t u r e d  gas for first 

sale to a person unless the p u r c h a s e r  has an a f f i l i a t e d  interest 

w i t h  the p r o d u c e r ;

A L T E R N A T E : (D) furnishing  n a t u r a l  or m a n u f a c t u r e d  gas

to the public for c o m p e n s a t i o n  by t r a n s m i s s i o n  or distribu- 

t i o n , except as n e c e s s a r y  for a p r o d u c e r  to supply first 

sale gas to an e n t i t y  that is not an affi li a t e d  int erest if

the di stribution or t r ansmissi on faciliti es are either

located entirely w i t h i n  the p r o d u c t i o n  leasehold of the

producer, or to the extent that the facilities are not

- 1 5 - CSHB 3 1 4 (L&C)
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located w i t h i n  the leasehold, are v a l u e d  at $1,000,000 or 

less [OF N A TURAL O R  M A N U F A C T U R E D  GAS TO THE A L A S K A  PUBLIC 

FOR COMPENSATION];

(E) furnishing for distri b u t i o n  or by d i stributi on

p e t r o l e u m  or p e t r o l e u m  products to the A l a s k a  public for c o m p e n­

sation whe n the consumer has no alternati ve in the choice of

supplier of a comparable p r o d u c t  and service at an equal or

lesser price;

H & F )  FURN ISHING C O L L E C T I O N  AND D I S P O S A L  S E R V I C E  OF

G A R B A G E , R E F U S E , TRASH O R  O T H E R  W A S T E  M A T E R I A L ;]

* Sec. 29. AS 44.66.010(A) is amended  to read:

(4) A l a s k a  Public U t i l i t i e s  Commiss ion (AS 42.05.010) -- 

June 30, 1990 [1986];

* Sec. 30. N o t w i t h s t a n d i n g  AS 42.05.030, as soon as the term of a

consumer m e m b e r  u n d e r  AS 42.05.040 expires, the governor shall r e a p p oint or 

r e pla ce the m e m b e r  for a term of four years so that the terms of the c o n­

sumer m e m bers of the b o a r d  are staggered.

* Sec. 31. N o t w i t h s t a n d i n g  the amendm e n t s  to AS 42.05.040 m a d e  by

sec. 2 and to AS 42.05.050 m a d e  b y  sec. 3 of this Act, a m e m b e r  of the 

c o m m i s s i o n  on the effective date of this Act m a y  continue to serve as a 

c o m m i s s i o n  m e m b e r  and m a y  be r e a p p o i n t e d  to the commission w i th out m e e t i n g  

the a d d i t i o n a l  qualifications.

* Sec. 32. AS 29.35.050(b); 42.05.711(g), and 4 2 . 0 5 . 7 1 1 (i) are r e­

pealed.

* Sec. 33. Sections of this A c t  take effect immediately in a c c o r­

dance w i t h  AS 01.10.070(c).
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BY THE L A B O R  AND
IN THE H O U S E  COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 314 (L&C)

IN THE L E GISLA TURE OF THE STATE OF A L A S K A  

F OURTEENTH L E G I S L A T U R E  - SECOND SESSION

A BI LL

For an Act entitled: "An Act r e l at ing to the A l a s k a  Public Utilities

Commission; and p r o v i d i n g  for an effective date."

BE IT ENACTE D BY THE L EGISLATURE OF THE STATE OF ALASKA:

* S e c tion  1. AS 42.05.030(a) is a m e n d e d  to read:

(a) The term of office of each m e m b e r  is six years. [THE G O V E R­

NOR  SHALL DESIGNAT E WH O AMON G T H E  INITI AL A P P O I N T E E S  SHALL SERVE, 

RESPECTIVELY, FOR TERMS OF TWO YEARS, F O U R  YEARS  A N D  SIX Y E A R S . 1 A 

commissioner, upon the e xpiration of a term, shall continue to hold 

office until a successor is a p p o in ted and qualified.

* Sec. 2. AS 42.05.040 is amended to read:

Sec. 42.05.040. Q U A L I F I C A T I O N S  OF MEMBERS. Members shall be

qu a l i f i e d  as follows: one member shall be a g r a duate of an accre d i t e d  

school of law; one m ember shall be a graduate of an a c c r e d i t e d  u n i v e r­

sity w i t h  a major in engineering; one m e m b e r  shall be a graduate of an 

a c c r e d i t e d  u n i v e r s i t y  with a m a j o r  in finance, accounting, or business 

administration; and two members shall be consumers. A  p r ofessio nal 

m e m b e r  of the commission must h a v e  w o r k e d  for at least five years in 

the member's profe ssional field.

* Sec. 3. AS 42.05.050 is amended to read:

Sec. 42.05.050. A C T U A L  E X P E R I E N C E  E Q U I V A L E N T  TO A  DEGREE.

A c t u a l  experience that is r e l a t e d  to u t i l i t i e s  m a n a g e m e n t  or r e g u­

lation for a period of five years he p r a ctice of lawjor~7in the

field of engineering or in the field of finance, business administra- 

t i o n , economics, or ac junting is e q u i v a l e n t  to a degree.

- 1 -  CSHB 3 1 4 (L&C)
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* Sec. 4. AS 42.05.121 is amended to read:

Sec. 42.05.121. EMPLOYMEN T OF C O M M I S S I O N  PERSONNEL, (a) The

c o m m i s s i o n  may employ an executive d i r ector who shall have had at 

least five years of experience in public u t ility manage m e n t  or r e g u­

lation, law, accounting, engineering, or an allied field. The e x e c u­

tive d i r ector is responsible for directing the administ rative f u n c­

tions of the c ommiss ion and carrying out the policies as set by the 

commission. The commission may employ engineers, h e a r i n g  officers, 

a d m i n i s t r a t i v e  law judges to the extent provided by AS 42.05. 171 and 

AS 42.06.140(b), experts, clerks, accountants, and other agents and 

assistants it considers necessary. The executive director, deputy 

director, attorneys, hearing officers, and administrative law judges 

are in the p a r t ially exempt service un der AS 39.25.120. Other e m p l o y­

ees [EMPLOYEES] and agents of the co mmis s i o n  [WHO ARE NOT PARTIALLY 

E X E M P T  U N D E R  AS 39.25.120, OTHER T H A N  L EGAL COUNSEL,] are in the 

c l a s s i f i e d  service u n d e r  AS 39.25.100.

(b) In addit ion to its staff of regular employees, the c o m m i s­

sion m a y  contract for and engage the services of consultants and 

experts the commissio n considers n e c e s s a r y  if the commission resources 

or e x p e rtise are insufficient to p e r f o r m  the necessary t a s k .

* Sec. 5. AS 42.05.121 is amended by adding a new subsection to read:

(c) The com mis s i o n  shall m a i n t a i n  accurate records of the time 

devoted by a consultant or expert to e a c h  matter and the services 

provided. The services shall be described in reasonable detail.

* Sec. 6. AS 42.05.141(a) is amended to read:

(a) The A l a s k a  Public Utilities C o m m i s s i o n  may

(1) regulate every public u t i l i t y  engaged or p r o p osing to 

engage in such a business inside the state, except to the extent 

e x e m p t e d  by AS 4 2 . 0 5 . 7 1 1 ; in exercising its authority, the commission 
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has the powers expressly conferred or reaso nably implied by this

chapter [, AND THE POWERS OF THE COMMI S S I O N  SHALL BE L I B E R A L L Y  C O N­

STRUED TO ACCOMP L I S H  ITS STATED PURPOSES];

(2) investigate, upon complaint or up on its own motion, the 

rates, classifications, rules, regulations, practices, services and 

facilities of a public u t i l i t y  and hold hearings on them;

(3) make or require just, fair and reasonable rates, c l a s­

sifications, regulations, practices, services and facilities for a 

public utility;

(4) prescribe the system of accounts and regulate the

service and safety of operations of a public utility;

(5) require a public u t i l i t y  to file reports and other 

informat ion and data;

(6) appear p e r s o n a l l y  or by counsel and r e p r esent  the

interests and welfare of the state in all matte rs and proceedings 

involving a public u t i l i t y  p e ndin g before an officer, department, 

board, c om mission or court of the state or of another state or the 

U n i t e d  States an i to intervene in, protest, resist, or advocate the 

granting, denial or m o d i f i c a t i o n  of any petition, application, c o m­

plaint or other proceeding;

(7) examine w i t n e s s e s  and offer evidence in any proceeding 

a ffecting the state and initiate or partic i p a t e  in j udic i a l  p r o c e e d­

ings to the extent n e c e s s a r y  to prot ect and promote the inte rests of 

the state.

* Sec. 7. AS 42.05.171 is r e p e a l e d  and reena c t e d  to read:

Sec. 42.05.171. F ORMAL HEARINGS. (a) The commission m a y  h o l d  a 

h e aring on a m atter that is subject to the j u r i s d i c t i o n  of the c o m m i s­

sion or m a y  assign the n u t t e r  to one or more commissioners, a hearing 

officer, or an administr ative law judge. The commission shall assign

- 3 -  CSHB 3 1 4 (L&C)
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as many matters as possible to a h e a r i n g  officer or admini s t r a t i v e  law 

judge.

(b) After a hearing the commis s i o n  shall enter a final order. 

A  If a m a t t e r  was not heard by the commission, a proposed d e c ision may

I be ,ntered. The commission shall enter a final order affirming, 

modifying, or reversing the p r o p o s e d  decision w i thin 60 days after the 

filing of the proposed decision. The parties shall have an o p p o r t u n i­

ty to comment on the p r o p o s e d  decis ion before the commis sion enters a

I
final order. When c o nsideri ng a p r o p o s e d  decision, the co mmi s s i o n  may 

permit the parties to submit addition al evidence for good cause and
I
may hear oral argument.

(c) In a matter heard by the commission, a c o m mi ssioner w h o  has 

not heard or read the testimony, including the argument, shall review 

the record before p a r t i c i p a t i n g  in the decision.

(d) In determining the place of a hearing the commission  shall 

give pre ference to the pl ace mo st convenient for those intere s t e d  in 

the subject of the hearing.

— ^ ( e )  The commission shall employ  a sufficient number of hearing 

officers or admi nistrative law judges to hear and decide matters 

arising before the commiss ion u n d e r  this chapter.

* Sec 8. AS 42.05 is amended by adding a n e w  section to read:

S e c . 42.05.196. RECONSIDERATI ON. W i t h i n  15 days after an order 

of the commission is served, a party m a y  file a p e t it ion for r e c o n s i d­

eration of the order setting out specifica lly the grounds u p o n  which 

the p e t i t i o n e r  believes the order is unreasonable, erroneous, u n l a w­

ful, or otherwise defective. The peti tioner m a y  also submit a p r o­

posed order designed to cure the a l l e g e d  defects of the commission's 

order. A  party opposing a p e t i t i o n  for recons i d e r a t i o n  has 10 days 

after the date on w h i c h  the p e t i t i o n  is filed w i t h  the c ommissio n to 
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respond. The c o m m i s s i o n’s powe r to ord er r e c o n s i d e r a t i o n  expires 30 

days after the date on w h i c h  the p e t i t i o n  for r e c o n s i d e r a t i o n  is filed 

w i t h  the commission. If the c o m m i s s i o n  does not take a c tion on a 

petition fcr r e c o n s i d e r a t i o n  w i t h i n  the time a l l owed for ordering 

reconsideration, the p e t i t i o n  is a u t o m a t i c a l l y  denied. The commission 

m a y  order r e c o n s i d e r a t i o n  in w r i t i n g  of all or part of the r ecor d in a 

p r o c e e d i n g  together w i t h  add iti o n a l  evidence and argument that may be 

permit' d either in w r i t i n g  or orally. The filing of a p e t i t i o n  for 

r e c o n s i d e r a t i o n  does not excuse the p e t i t i o n i n g  party  from compliance 

w i t h  a deci sion or order of the commission, j

* Sec. 9. AS 4 2 . 0 5 . 2 2 1 (a) is a m ended to read:

(a) A  public u t i l i t y  m a y  not operate and receive compensat ion

for providin g a commodity or service u n t il it has o b t ai ned [AFTER

J A N UARY 1, 1971 W I T H O U T  F I R S T  H A V I N G  OBTAINED FROM THE COMMIS SION

U N D E R  THIS CHAPTER] a cer tif i c a t e  d e c l ar ing that p u blic convenience 

and n e c e s s i t y  require or w i l l  require the service u n d e r  this c h a p t e r . 

If [WHERE] a public u t i l i t y  provid es m o r e  than one type of utility 

service, a separate c e rtificate of publi c convenience and n e c e s s i t y  is 

r e q uired for each type. A  c erti f i c a t e  shall describe the n a tur e and

extent of the aut hority g r a n t e d  in it, including, as approp r i a t e  for

the services involved, a d e s c r i p t i o n  of the authorizeo area and scope 

of operations of the public utility.

* Sec. 10. AS 42.05.241 is a m e n d e d  to read:

Sec. 42.05.241. C O N D I T I O N S  OF ISSUANCE. The c o m m i s s i o n  shall

,.,\9x (issue a certif i c a t e  if (A C E R T I F I C A T E  M A Y  NOT BE ISSUED UNLESS] the

y /  ̂ / c o m m i s s i o n  finds that the a p p l ica nt is fit, w i l l i n g  and able u n d e r  (b)

Yi// of this section to provide the u t i l i t y  services applied for and that 

the services are in the p u b l i c  interest. The co mmis s i o n  m a y  issue a 

certificate w i t ho ut finding that an applicant is fit, willing, and

- 5 -  CSHB 3 1 4 (L&C)
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able if the service is n e c e s s a r y  for the public interest [REQUIRED FOR 

THE CONVENIENCE AND N E C E S S I T Y  OF THE PUBLIC]. The c o m m i s s i o n  may 

issue a certificate granting an a p p l i c a t i o n  in whole  or in part and 

a ttach to the grant of it the terms and conditions it considers n e c e s­

sary to protect and promote the public interest including the c o n d i­

tion that the applicant m ay or shall serve an area or p r o v i d e  a n e c e s­

sary service not conte mplated b y  the c »plicant. The c o m m i s s i o n  may, 

for good cause, deny an a p p l i c a t i o n  w i t h  or w i thout  prejudice.

* Sec. 11. AS 42.05.241 is a m e n d e d  by a dd ing n e w  subsections to read:

(b) The commission shall find an applicant fit, willing, and 

able to provide u t ility  service if the commi s s i o n  finds that

a p p l i c a n t  will comply with the law.

(c) In a h e a ring on the i s s uance of a certificate u n d e r  this 

section, the applicant for the c e r t i f i c a t e  has the b u r d e n  of showing 

that the proposed service is in the p u b l i c  interest.

(d) If issuance of a c e r t i f i c a t e  is not contested, the commis-

a p p l i c a t i o n  no later than six months

d e c i s i o n  w i t h i n  six months, it shall issue the certificate.

* Sec. 12. AS 42.05.251 is a m e n d e d  to read:

Sec. 42.05.251. USE OF STREETS IN CITIES A N D  BOROUGHS. Public 

u t i l i t i e s  have the right to a p e r m i t  to use public streets, a l l e y s ^  

and other public ways of a m u n i c i p a l i t y  [CITY OR BOROUGH, W H E T H E R  HOME 

R U L E  OR OTHERWISE,] u p o n  p a yment  of a reasonable  permit fee and on 

CSHB 3 1 4 (L&C) -6-

(1) the applicant has the financial, operational, m a n a g e­

ment, and maintenan ce c apability  to p r o v i d e  the proposed service;

(2) the applicant has or w i l l  have adequate e q u i p m e n t  and 

facilities to provide and m a i n t a i n  the p r o p o s e d  service; and

(3) the applicant submits e v i d e n c e  d e m o n s t r a t i n g  that the

If the commiss ion has not r e a c h e d  a
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re a s o n a b l e  terms and c o n d i t i o n s  and w i t h  reasonable e x c e p t i o n s  the 

m u n i c i p a l i t y  [CITY OR BOROUGH] requires. The fee may n o t  exceed the 

actual cost to the m u n i c i p a l i t y  of the utility's use of the public way 

and of administering the permit program. A dispute as to whether 

fees, terms, conditions^ o r  exceptions are reasonable shall be decided 

by the commission. The c o m m i s s i o n  m a y  require a utility to add the 

amount of any permit fee p a i d  as a pro rata surcharge to i t s  bills for 

service r e n d e r e d  at locations w i t h i n  the boundaries of a n y  m u n i c i p a l­

ity that [CITY OR BOROUGH WHICH] requires payment of a p e r m i t  fee.

* Sec. 13. AS 42.05.361(c) is amend ed to read:

(c) The commission m a y  reject the filing of all o r  part of a 

tariff that [WHICH] does n o t  comply w i t h  the form or f i l i n g  r e g u­

lations of the commission,/or that [WHICH] is not consistent w i t h  this 

c h a pter or the regulations of the commission. \ A tariff o r  provision 

so r e j e c t e d  is void. If the c o m m i s s i o n  rejects a filing, it shall 

issue a statement of the r e a s o n s  for the rejection. Unless the u t i l i­

ty and the commission a g r e e  to an e x t e n s ion of time, the commission 

m a y  not reject a filing u n d e r  this subsection after 45 days have 

e l a p s e d  from the date of filing.

* Sec. 14. AS 42.05.381 is a m e n d e d  by adding a n e w  subsecti on to read:

(e) The commission shall adopt regulations es tabl i s h i n g  a s i m­

pl i f i e d  rate filing p r o c e d u r e  for e l e ctric cooperatives.

A L T E R N A T E : (e) The c o m m i s s i o n  shall adopt regulations setting a

range for adjustment of rates b y  a t i m e s - i n t e r e s t - e a r n e d - r a t i o  (TIER) 

for e l e ctric cooperatives. A  cooper a t i v e  m a y  apply for p e r m i s s i o n  to 

adjust its rates over a p e r i o d  of time and without f u r t h e r  filings 

u n d e r  thj T I E R  regulations. The commis s i o n  shall grant t h e  a p p l i c a­

tion if the cooperative sati s f i e s  the requirements of the regulations. 

The c o m m i s s i o n  m a y  r e v i e w  i m p l e m e n t a t i o n  of the TIER at reasona ble

-7- CSHB 3 1 4 (L&C)
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10

11

1 intervals and may revoke p e r m i s s i o n  to u se the TIER or r e q u i r e  modi-

2 fica tion of the rates to c o r r e c t  an error.

3 * Sec. 15. AS 42.05.421(a) is re pea l e d  and reenacted to read:

4 (a) W h e n  a tariff f i l i n g  is made  containing a n e w  o r  revised

rate, classification, rule, regulation, practice, or c o n d i t i o n  of

6 service the commission may, e i t h e r  upon w r i t t e n  complaint o r  u p o n  its

7 own motion, after reasonab le notice, condu ct a hearing t o  determine

8 the rev onableness and p r o p r i e t y  of the filing. Pending t h e  hearing

9 and decision, the commission m a y  suspend the operation of t h e  tariff 

filing by o r d e r  stating t h e  reasons for the suspension. W h e n  the 

c o m m i s s i o n  suspends the o p e r a t i o n  of a tariff, the c o m m i s s i o n  may

12 grant an i n t e r i m  rate i n c r e a s e .  The p e r i o d  of suspension m a y  not
C \

13 exceed 1 2 ' m o n t h s  unless

14 (1) the procee d i n g s  involve substantial affili ated interest

15  transaction s or complex r a t e  d e s i g n  issues;

16

17 j of s u s p e n s i o n  m a y  not e xce ed Ife months plus the length of t h e  delay;

19

21

27

28

(2) the utility h a s  delaved the proceedings, but t h e  period

%

18 (3) the utility r e q u e s t s  an extension, but the p e r i o d  of

suspen s i o n  m a y  not exceed "02 'months plus the length of the e x t e n s i o n ;

20 (4) another l e g a l  or r e g u l a t o r y  body is c o n s i d e r i n g  the

issue and has not entered i t s  decision;

22 (5) a consumer o f  the u t i l i t y  raises issues t h a t  require

23 addit i o n a l  time to resolve;

24 ' > A L T E R N A T E  (6) ' t h e  p r o c e e d i n g s  involve a u t i l i t y  that

2P provides intra s t a t e  toll s e r v i c e ;

26 A L T E R N A T E  (7) t h e  p r o c e e d i n g s  involve issues o f  safety,

q u ality of service, or r e a s o n a b l e n e s s  of management p r a c t i c e s  that 

cannot be d e c i d e d  separately f r o m  the t a r i f f  filing;

28 A L T E R N A T E  (8) t h e  p r o c e e d i n g s  involve a u t i l i t y  whose

C S H B  3 1 4 (L&C) -8-



WORK DRAFT WORK DRAFT WORK DRAFT

records and accounts are k e p t  at a location outside the state;

ALTERNATE (9) the proceedings involve u n u s u a l l y  complex 

situations or issues.

* Sec. 16. AS 42.05.421(b) is amended to read:

(b) An order s u s p e n d i n g  a tariff filing m a y  be v a c a t e d  if, after 

investigation, the c o m m i s s i o n  finds that it is in all r e s p e c t s  proper. 

O therwise the commission s h a l l  hold a hearing on the s u s p e n d e d  filing 

and issue its order, b e f o r e  the end of the suspension p e riod, g r a n t­

ing, d e n y i n g ^  or modifying the suspended tariff in whole or in part. 

If the commi ssion does n o t  act on the tariff filing w i t h i n  the period 

of suspensi on allowed u n d e r  (a) of this section, the t a r i f f  filing 

takes effect at the end of t h e  suspension period.

* Sec. 17. AS 42.05.421(c) is amended to read:

(c) If the commission authorizes an interim [IN T H E  CASE OF A

PROPOSED INCREASED] rate, the co mmission may by order r e q u i r e  the 

interested public utility o r  utilities to place the amounts subject to 

refund in escrow in a f i n a n c i a l  ins titution approved by the commission 

and keep accurate account o f  [ALL A M OUN TS RECEIVED BY R E A S O N  OF THE 

INCREASE, SPECIFYING] by w h o m  and in w h o s e  behalf the a m ounts are 

paid. U p o n  completion of t h e  hearing and decision the c o m m i s s i o n  may 

b y  order r e q u i r e  the public u t i l i t y  to refund to the p e r s o n s  in whose 

b e h a l f  the amounts were p a i d ,  that p o r t i o n  of the i n c r e a s e d  rates 

w h i c h  was found to be u n r e a s o n a b l e  or unlawful. The c o m m i s s i o n  shall 

i m med iately authorize r e l e a s e  of the b a lan ce of funds to t h e  utility. 

Funds m a y  not be released f r o m  escrow with out the commi ssion's prior 

w r i t t e n  consent and the u t i l i t y  shall instruct the e s c r o w  agent of 

this req uir e m e n t  [SHALL BE S O  INSTRUCTED BY THE UTILITY,] in writing 

and send [, WITH] a copy to the commission. The utility may, at its 

expense, substitute a bond f o r  [IN L I E U  OF] the escrow r e q ui rement.

- 9 -  CSHB 3 1 4 (L&C)
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* Sec. 18. AS 42.05.421 is amended by adding a n e w  s ubsec t i o n  to read:

(e) At the time o f  a tariff filing or at any time the tariff

filing is under suspension, the u t i l i t y  m a y  request the commis s i o n  to 

allow the tariff filing to take effect on an i n terim  basis. The 

commission shall process the request as a tariff filing u n d e r  AS 42.-

05.411. If the filing c o n t a i n s  a proposed new rate or rate increase, 

the commission may allow that rate or a lesser rate to take eJriect on 

an interrm basis, subject to refund or other a p propriate disposition

at the discretion of the commission.

* Sec. 19. AS 42.05.431 is a m e n d e d  by adding new subsections to read:

^b) The commission m a y  not amend a wholesale p o w e r  agreement

aftW-irt-'is in effect.
f

ALTERNATE Do n o t  add this subsection.

(c) The commission m a y  not require a utility to r e f u n d  a p e r m a­

nent rate after it is in effect.

ALTERNATE Do n o t  add this subsection.

* Sec. 20. AS 42.05.511(a) is a m e nded to read:

EX I ST ING TEXT: (a) The commission may i n v e s t i g a t e  the

ma n a g e m e n t  of a public u t i l i t y ,  including but not limited to staffing 

patterns, wage and salary scales and agreements, invest ment policies 

and practices, purchasing and payment arrangements w i t h  affiliated 

interests, for the p u r pose of determ ining inefficient or unreasona ble 

practices w h i c h  adversely a f f e c t  the cost or quality of serv ice of the 

public utility.

A L T E R N A T E : (a) A f t e r  a finding in a proce e d i n g  b efore the

commission that a p u b l i c  u t i l i t y  has q u estion able manageme nt 

practices, the [THE] c o m m i s s i o n  m a y  investigate the m a n a g e m e n t  of the 

[A PUBLIC] utility, i n c l u d i n g  but not limited to s t a ffing  patterns, 

w a g e  and salary scales and agreements, investment policies and 

C S H B  3 1 4 (L&C) -10-
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practices, purc hasing and p a yment  arra ngements w i t h  affiliated 

interests, for the purpose of determ i n i n g  inefficient or unreas o n a b l e  

practices that [WHICH] adversely affect the cost or quality of service 

of the public utility. The commis sion must conclude the investigati on 

within  12. months.

* Sec. 21. AS 42.05.651 is a m ended to read:

Sec. 42.05.651. EXPENSES OF INVEST I G A T I O N  OR HEARING. After 

[COMPLETION OF] a hearing or i n v e s t i g a t i o n  h e l d  under this chapter, 

the commissio n shall allocate the costs of the h e aring or i n v e s t i g a­

tion among the parties, in cluding the commission, as is just u n d e r  the 

circumstances. In allocating costs, the commis sion m a y  c o n sider  the
t i

results, ability to pay, evidence of good faith; other releva nt f a c­

tors and m i t i g a t i n g  circumstances. The costs allocated m a y  include 

the costs of any time devoted to the inv est i g a t i o n  or h e a r i n g  by hired 

consultants, w h e t h e r  or not the consultants appear as w i t n e s s e s  or 

p a r t i c i p a n t s , but only if the consult ants we re n e c e s s a r y  u n d e r  AC 42.- 

0 5 . 1 2 1 ( b ) . The costs a l l o cat ed m a y  not include the cost of perm anent 

staff for the commission [ALSO INCLUDE ANJ OU T-OF - P O C K E T  EXPENSES 

INCURRED BY THE C OMMISSION IN THE P A R T I C U L A R  P R O C E E D I N G ] . The c o m m i s­

sion shall provide an o p p o r t u n i t y  for a [ANY] p erson o b j e ctin g to an
|

allocation to be hea rd before the alloca t i o n  becomes final.

A L T E R N A T E : Sec. 42.05.651. EXPEN S E S  OF I N V E STIGATION OR H E A R­

ING. A f t e r  [COMPLETION OF] a h e a r i n g  or investig ation h e l d  u n d e r  this 

chapter, the commission shall alloc ate the costs of the h e a r i n g  or 

investigation  among the parties, incl uding the commission, as is just 

under the circumstances. In a l l o c a t i n g  costs, the c o m m i s s i o n  may

consider the results, abili ty to pay, evidence of good faith, other 

relevant factors and m i t i g a t i n g  circumstances. The costs allocate d 

m a y  include the costs of any time devoted to the i n v e s t i g a t i o n  or

- 1 1 -  eSKB 3 1 4 (L&C)



•

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

21

2 2

23

24

25

26

27

28

29

WORK DRAFT <'ORK DRAFT WORK DRAFT

he a r i n g  by hired consultants, w h e t h e r  or not the c o nsultant s appear as

wi t n e s s e s  or p a r t i c i p a n t s , but only if the con sultants w e r e  nece ssary

under AS 42.05.121 (b). The costs a l l o c a t e d  m a y  not include the cost
--------------------------------------------------------------

of p e r m anent  staff for the c ommis sion but may include other n e c e ssary
x
£ ' ^ expenses not al located in the opera t i n g  budget [ALSO INCLUDE ANY

<y'
O U T - O F - P O C K E T  E XPENSES INCURRED BY THE CO MMISSION IN THE PARTIC U L A R  

P R O C E E D I N G ] . The co mmission shall p r ovide an o p p o r t u n i t y  for a [ANY] 

p e r s o n  objecting to an a ll ocation to be heard b efore the allocation 

b e c omes final.

* Sec. 22. AS 42.05.711(b) is r e p e a l e d a n d  re enacted to read:
«

(b) Except as otherwise p r o v i d e d  in this subsection, public 

u t i l ities owned and op erated by a p o l i tic al s ubdivis ion of the state, 

or el ectric operating entities e stabl i s h e d  as the i n s t r u m e n t a l i t y  of 

two or more public u t i l ities own ed and o p e rate d by political

subdivisions of the state, are e xempt from this chapter, other than 

AS 42.05.221 - 42.05.281 and 42.05.311 - 42.05.321. However,

(1) a telephone u t i l i t y  owned by a p o l i t i c a l  subdivisi on is 

subject to this chapter;

(2) the governin g body of a political s u b d i v i s i o n  m a y  elect 

to be subject to this chapter; and

(3) a u t i l i t y  or electric operating e ntity that is owned 

and o p e r a t e d  by a poli tical s u bdiv ision and that d i r e c t l y  competes 

w i t h  another  u t i l i t y  or electric o p e r a t i n g  entity is subject to this 

chapter  and any other u t i l itie s or electri c op erating entities owned 

and o p e r a t e d  by the p o l i tical s u b d i v i s i o n  are also subject  to this 

c h a p t e r .

* Sec. 23. AS 42.05.711(f) is r e p ealed and reenacted to read:

(f) A  public utility, except a local exchange tele phone u t i l­

ity, that receives gross annual revenue of loss than $500,000 may,

CSHB 3 1 4 (L&C) - 1 2 -
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under the p r o c e d u r e s  in AS 42.05.712, elect to be exempt from tnis

chapter o th er than AS 42.05.221 - 42.05.281.

* Sec. 24. AS 42.05.711(h) is amended to read:

(h) A n  electric [A] c ooperative o r g a n i z e d  u n d e r  AS 10.25 may

elect to be exempt from [THE P R O V I S I O N S  OF] this chapter, other than 

AS 42.05.221 - 42.05.281, u nder  the p r o c e d u r e  d escribed in AS 42.05.- 

712.

* Sec. 25. AS 4 2 . 0 5 . 7 1 1 (k) is amende d to read:

(k) A  u t i l i t y  that [WHICH] furnishes cable t e l e v i s i o n  service or 

service as a radio common carrier is exempt from the p r o v i s i o n s  of 

this c h a p t e r . In this subsection, "radio common carrier" m e a n s  a 

radio, paging, m o b i l e  radiotelephone, or improved m o b i l e  telephone 

service [OTHER T H A N  AS 42.05.221 - 42.05.281 UNLE SS 25 P E R C E N T  OF THE

S UBSCR I B E R S  P E T I T I O N  THE C O M M I S S I O N  FOR R E G U L A T I O N ] .

* Sec. 26. AS 42.05.712(a) is amended to read:

(a) A  u t i l i t y  or c o operativ e that [WHICH] m a y  elect to be exempt

from [THE P R O V I S I O N S  OF] this chapter shall poll its subscribers or 

m e m b e r s  in the m a n n e r  descr i b e d  in this section. A  cooper a t i v e  formed 

for the g e n e r a t i o n  and t r a n s m i s s i o n  of electrical service m a y  not 

elect to be d e r e g u l a t e d  un der this section u nless each of its members 

that is o r g a n i z e d  as a d i s t r i b u t i o n  c o o p e r a t i v e  has held an election 

among its s u bscrib ers to determine the coope r a t i v e ' s  v o t e  on d e r e g u­

lation.

* Sec. 27. AS 42.05.720(3) is a m ended  to read:

(3) "public" or "general p u blic"  means

(A) any group of 10 or m o r e  customers that purchase 

the service or c o m m od ity f u r n i s h e d  by a public u t i l i t y  [AS D E­

FINED IN (2) OF THIS SECTION]; and

(B) any u t i l i t y  p u r c h a s i n g  the product or service or

- 1 3 -  CSHB 3 1 4 (L&C)
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paying  for the t r a n s m i s s i o n  of electric energy, n a tura l or m a n­

ufa c t u r e d  gas, or p e t r o l e u m  products w h i c h  are re-sold to a group 

included in (A) of this p a r a g r a p h  or w h i c h  are used to p r o d u c e  

the service or c o m m o d i t y  sold to the public by the utility;

A L T E R N A T E : (B) any u t ility p u r c h a s i n g  the product or

service or p a ying for the t r a nsmission of electric energy, n a t u­

ral or m a n u f a c t u r e d  gas, or p e t r o l e u m  products that [WHICH] are 

re-sold to a group incl uded in (A) of this p a r a g r a p h  or that 

[WHICH] are used  to p r oduce the service or c o m m o d i t y  sold to the 

public by the u t i l i t y  except a producer of oil and g a s ;

* Sec. 28. AS 4 2 . 0 5 . 720(A) is a m e n d e d  to read:

(4) "public u t i l i t y "  or "utility" includes every c o r p o r a­

tion (whether public, cooperative, or otherwise), company, individual, 

or a s s o c i a t i o n  of individuals, their lessees, trustees, or r e c e i v e r s  

a p p o inted by a court, that owns, operates, m a n a g e s  or controls any 

plant, p i p eline or s y s t e m  for

(A) furnishing, by generation, t r a n s m i s s i o n  or d i s t r i­

bution, elec tr i c a l  service to the public for compensation;

(B) f u r n i s h i n g  telecommuni cations service to the 

public for compensation;

(C) furnis h i n g  water, steam or sewer service to the 

public for compensation;

(D) transm i t t i n g  or distr ibuting [FURNISHING BY T R A N S­

MI S S I O N  OR D I S T R I B U T I O N  OF] natural or m a n u f a c t u r e d  gas to the 

A laska p u b l i c  for c o m p e n s a t i o n , but not i n c l uding  a p r o d u c e r  w h o  

transmits or distributes  natural or m a n u f a c t u r e d  gas for first 

sale to a p e r s o n  u n l e s s  the purchase r has an a f f i l i a t e d  inte rest

w i t h  the p r o d u c e r ;

A L T E R N A T E : (D) furnishing n a t ural or m a n u f a c t u r e d  gas

CSHB 3 1 4 (L&C) -14-
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to the public for compe n s a t i o n  by transmi ssion or distribu- 

t i o n , except as n e c e s s a r y  for a pr odu c e r  to supply first 

sale gas to an e n tity that is not an affili a t e d  interest if 

the distri b u t i o n  or transmission facilities are either 

located entirely w i t h i n  the production leasehold of the 

producer, or to the extent that the facilities are not 

located w ithi n the leasehold, are v a lue d at $1,000,000 or

less [OF N A T U R A L  O R  M A N U F A C T U R E D  GAS TO THE A L A S K A  PUBLIC 

FOR C O M P E N S A T I O N ] ;

(E) fu rnis h i n g  for distribution or by distribution 

p e t r o l e u m  or p e t r o l e u m  products to the A l aska public for c o m p e n­

sation w h e n  the c o n sum er has no alternative in thf choice of 

supplier of a compar a b l e  product and service at an equal or 

lesser price;

[(F) F U R N I S H I N G  COLLE CTION AND D I S P O S A L  SERVICE OF 

GARBAGE, REFUSE, T R A S H  O R  O T H E R  WASTE MATERIAL;]

* Sec. 29. AS 44.66.010(4) is a m ended to read:

(4) Alaska Public Utilities Commission (AS 42.05.010) --

June 30, 1990 [1986];

* Sec. 30. N o t w i t h s t a n d i n g  AS 4 2.05.030, as soon as the term of a

consumer m e m b e r  u n d e r  AS 42.05.040 expires, the governor shall r e a p poi nt or 

replace the m e m b e r  for a term of four years so that the terms of the c o n­

sumer m e m bers of the b o a r d  are staggered.

* Sec. 31. N o t w i t h s t a n d i n g  the amendments to AS 42. 05.040 m a d e  by 

sec. 2 and to AS 42.05.050 m a d e  b y  sec. 3 of this Act, a m e m b e r  of the 

c ommis s i o n  on the effective date of this Act may continue to serve as a 

c ommi ssion m e m b e r  and m a y  be r e a p p o i n t e d  to the commis sion w i t h o u t  meetin g 

the a dditional  qualifications.

* Sec. 32. AS 29.35.050(b); 42.05.711(g), and 4 2 . 0 5 . 7 1 1 ( i) are

-15- CSHB 3 1 4 (L&C)
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repealed.

* Sec. 33. Sections 

dance w i t h  AS 01.10.070(c).

of this Act take effect imme di a t e l y  in accor-
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3/6/86

B Y  THE L A B O R  AND
IN THE H O U S E  C O M M ERCE COMMITTEE

CS FOR HOUSE BILL NO. 3 1 A (L&C)

IN THE L EGISLAT URE OF THE STATE O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - SECOND SESSION

A BILL

For an Act entitled: "An Act r e l a t i n g  to the A l a s k a  Public Utilities

C ommi ssion Act; and p r o v i d i n g  for an effective date."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section  1. AS A 2 . 0 5 . 030(a) is amended to read:

(a) The term of office of each m e m b e r  is sir years. [THE G O V E R­

NOR SHALL D E S I GNATE WHO A MONG THE INITIAL A P P O I N T E E S  SHALL SERVE, 

RESPECTIVELY, FO R TERMS OF TWO YEARS, FOUR YEARS  A N D  SIX YEARS.] A 

commissioner, upon the e x p i r a t i o n  of a term, shall continue to hold 

office until a successor is a p p o i n t e d  and qualified.

* Sec. 2. AS 42.05.040 is amende d to read:

Sec. 42.05.040. Q U A L IFIC ATIONS OF MEMBER?. Members shall be

qualified as follows: one m e m b e r  shall be a g r a d u a t e  of an accre dited 

school of law; one m e m b e r  shall be a graduate of an ac cred i t e d  u n i v e r­

sity with a major  in engineering; one m e m b e r  shall b e  a graduate, of an 

a ccredited u n i v e r s i t y  with a m a j o r  in finance, accounting, or business 

administration; and two m e m b e r s  shall be consumers. A  p r of essional
  v

m e m b e r  of the commissio n m u s t  h a v e  w o r k e d  for at least five years in 

the mber's profes s i o n a l  field.

* AS 42.05.050 is amended to read:

c. 42.05.050. A C T U A L  E X P E R I E N C E  E Q U I V A L E N T  TO A  DEGREE. 

~7 Actu I experience that is r e l a t e d  to u t i l i t i e s  m a n a g e m e n t  or r e g u­

lation for a p e r i o d  ô f five y e a r ^ in the 

field of e ngineerin g or in the field of finance, b u s iness admjnistra- 

t i o n , economics, or accounting is equivalent to a degree.

- 1 -  CSHB 3 1 4 (L&C)
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* Sec. 4. AS 42.05.121 is amended to read:

Sec. 42.05.121. E M P L O Y M E N T  OF C O M M I S S I O N  PERSONNEL. (a) The 

c ommission m a y  employ an e x e c utive director w h o  shall have had at 

least five years of experience  in p u b l i c  u t i l i t y  m a n a g e m e n t  or r e g u­

lation, law, accounting, engineering, or an allied field. The e x e c u­

tive director is respon s i b l e  for d i r e c t i n g  the a d m i n i s t r a t i v e  f u n c­

tions of the commiss ion and c a r r ying out the policies as set by the 

commission. The c o m m i s s i o n  m a y  e m p l o y  engineers, h e a r i n g  officers, 

a d m i nistrative law judges to the e xtent p r o v i d e d  by AS 42.05.171 and 

AS 42.06.140(b), experts, clerks, accountants, and other agents and 

assistants it considers necessary. The exec utive director, deputy 

director, attorneys, h e a r i n g  officers, and a d m i nistrative  law judges 

are in the partially exempt service u n d e r  AS 39.25.120. Other e m p l o y­

ees [EMPLOYEES] and agents of the c o m m i s s i o n  [WHO A R E  NOT P A R T IALLY 

E XEMPT U N D E R  AS 39.25.120, O T H E R  T H A N  L E G A L  COUNSEL,] are in the 

c l a s s i f i e d  service u n d e r  AS 39.25.100.

(b) In addition to its staff of r e gu lar employees, the c o m m i s­

sion m a y  contract for and engage the services of consultants and 

experts the commission considers n e c e s s a r y  if the commission resources 

or expertise are insuff icient to p e r f o r m  the n e c e s s a r y  t a s k .

* Sec. 5. AS 42.05.121 is a m ended b y  a d d i n g  a n e w  subs e c t i o n  to read:

(c) The commission  shall m a i n t a i n  ac curate records of the time 

devoted b y  a consultan t or expert to each m a t t e r  and the services 

provided. The services shall be d e s c r i b e d  in r e a s o n a b l e  detail.

* Sec. 6. AS 42.05.141(a) is a m ended to read:

(a) The A l a s k a  Public U t i l i t i e s  C o m m i s s i o n  m a y

(1) regulate every p u b l i c  u t i l i t y  e n gaged or p r o p o sing to 

engage in such a business inside the state, except to the extent 

exempted by AS 4 2 . 0 5 . 7 1 1 ; in e x e r c i s i n g  its authority, the commissi on 

CSHB 3 1 4 (L&C) -2-
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has the powers express ly confe r r e d  or r e a s o n a b l y  implied by this

chapter [, AND TH E POWERS OF THE C O M M I S S I O N  SHALL BE L I B E R A L L Y  C O N­

STRUED TO A C C O M P L I S H  ITS STATED PURPOSES];

(2) investigate, upon comp laint or upon its own motion, the 

rates, classifications, rules, regulations, practices, services and 

facilities of a public u t i l i t y  and hold heari n g s  on them;

(3) m a k e  or requir e just, fair and r e a s o n a b l e  rates, c l a s­

sifications, regulations, practices, services and facilities for a 

public utility;

(A) p r e s cribe the s y s t e m  of accounts and regulate the

service and safety of operations of a public utility;

(5) requ ire a p ublic u t i l i t y  to file reports and other 

information and data;

(6) appear p e r s o n a l l y  or by counsel and represent  the

interests and w e l f a r e  of the state in all matte rs and proceedings  

involving a p ublic u t i l i t y  p e nding b efore an officer, department, 

board, c o m m i s s i o n  or court of the state or of a n o ther state or the 

U nited States and to intervene in, protest, resist, or advocate the 

granting, denial or m o d i f i c a t i o n  of any petition, application, c o m­

plaint or other proceeding;

(7) e x amine w i t n es ses and offer evidence in any p roceeding 

affecting the state and initiate or p a r t i c i p a t e  in judicial p r o c e e d­

ings to the extent n e c e s s a r y  to p r otect a n d  promo te the > iterests of 

the state.

"7 * ^  AS 42.05.161 is a m ended  by adding a new subsectio n to read:

xnmission proceeding^i-s open to the pu blic under AJ^ 44.-
^  IA

11 0(a) unless closed"-under AS 44 . 62.31 0 ( b ) . (TCommission proceedings 

are not c o n s i d e r e d  ad judi c a t o r y  procee d i n g s  u nder AS 44.62.310(d)(1).

* Sec. 8. .05.171 is r e p e a l e d _ a n d  r e e n a cted to read:

fa, J  CSHB 31 4 (L&C)
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Sec. 42.05.171. F O R M A L  HEARINGS. (a) The c o m m i s s i o n  may hold a 

h e a r i n g  on a m a t t e r  that is subject to the j u r i s d i c t i o n  of the c o m m i s­

sion or m a y  assign the m a t t e r  to one or more commissioners, j hearing 

officer, or an a d m i n i s t r a t i v e  law judge. The c o m m i s s i o n  shall assign 

as m a n y  matters as p o s s i b l e  to a h e ari ng officer or administr ative law 

judge. "N

(b) When the c o m m i s s i o n  does not preside over a hearing, the 

pr e s iding o f ficer shall enter a recom m e n d e d  d e c i s i o n  in the case 

uni ss the c o m m i s s i o n  requires, either in a specif ic case or by r e g u­

lation applying to a class of cases, that the e n t ire record be c e r t i­

fied to the c o m m i s s i o n  for decision. The r e c o m m e n d e d  decision becomes 

the decision of the c o m m i s s i o n  w i thout further procedures  unless there 

is an appeal to, or r e v i e w  on the m o t i o n  of,' the commissi on w i thin the 

time limits p r o v i d e d  in this chapter. On appeal from or r eview of the 

r e c o m m e n d e d  decision, the commi s s i o n  has the powers that it would have 

in m aking an init ial d e c ision unless the c o m m i s s i o n  has limited the 

issues it will c o n s i d e r  by n o ti ce to the parties or by regulation.

(c) Before the c o m m i s s i o n  or the p r e s i d i n g  officer enters a 

d e c ision the p a r t i e s  are e n t i t l e d  to a r e a s o n a b l e  opport unity to 

review  a draft of the d e c i s i o n  and to submit

(1) p r o p o s e d  findings and conclusions, or exceptions to the 

draft decision; and

(2) s u p p o r t i n g  reas ons for the exceptio ns or proposed 

findings or conclusions.

(d) In a m a t t e r  h e a r d  by the commission, a co mmis s i o n e r  who has 

not h eard or read tne testimony, including the argument, shall review 

the record before p a r t i c i p a t i n g  in the decision.

(e) In d e t e r m i n i n g  the place of a h e aring the commission shall 

give p refer ence to the place most convenient for those interested in

CSHB 3 1 4 (L&C) -4-
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the subject of the hearing.

(f) The commi s s i o n  shall empl oy a sufficient n um ber of hearing 

officers or admi n i s t r a t i v e  law judges to hear and decide matters 

a r i s i n g  beforp the c o m m i s s i o n  u n d e r  this chapter.

Sec. 9. AS 4 2 . 0 5 . 2 2 1 (a) is amended to read:

(a) A publ ic^-u-tiiit^may not operate and recei ve compensation 

for p r o v i d i n g ^  a c ommodity olr service until it has obtai ned [AFTER

W I T H O U T  FIRST H A V I N G  OBTAINE D F R O M  THE COMMISSION

42’ v  I

J A NUA RY 1, 1

U N D E R  THIS C H A P T E R T ~ a " c e r t i f i c a t e  d e c l aring  that [PUBLIC CONVENIENCE 

AND N E C E S S I T Y  REQU IRE OR W I L L  REQUIRE] the service is not contrary to 

the public interest under this c h a p t e r . If [WHERE] a public utility 

provides more than one type of u t i l i t y  service, a separate certificate 

of public convenience and n e c e s s i t y  is required for each type. A 

certificate shall describe the n a t u r e  and extent of the authority 

granted in it, including, as a ppropriat e for the services involved, a 

d escription  of the a uthoriz ed area and scope of operations of the 

public utility.

Sec. 10. AS 42.05.241 is amended to read:

Sec. 42.05.241 CONDITION S OF ISSUANCE. The com mission shall

issue a certificate if [A CERTIF I C A T E  M A Y  NOT BE ISSUED UNLESS] the 

commission finds that the applicant is fit, w i l l i n g  and able under (b) 

of this section to p r ovid e the u t i l i t y  s :rvlces a p plied for and that 

the services are [not contrary to the p ub lic interest [REQUIRED FOR THE 

(jONVENIEI^CE AND N E C E S S I T Y  OF THE PUBLIC~K SThe com mission m a y  issue a

licat-ion iTr~whoTe or in part and attach tocertificate granting 

the grant of it the terms and conditions it considers n e c e s s a r y  to 

protect and promote the public interest including the condition that 

the applicant m a y  or shall serve an area or prov ide a n e c e ssa ry s e r­

vice not con templated by the applicant. The commi s s i o n  may, for good

-5- CSHB 3 1 4 (L&C)
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cause, deny an application w i t h  or with out prejudice.

* Sec. 11. AS 4 2 . 0 5 . 2 /'-1 is amended by adding n e w  subsections to read: 

y /  (b) The commission  shall find an applicant fit, willing, and

able to provide u t il ity service if the commission finds that

(1) the applicant has the financial, operational, m a n a g e­

ment, and m a i n t e n a n c e  capability to provide the proposed service;

(2) the applicant has or w i l l  have adequate equipment and

facilities to provide and m a i n t a i n  the p r o pos ed service; and

(3) the applicant submits evidence d e m o n s t r a t i n g  that the

applicant will comply with the law.

(c) In a hearing on the issuance of a certificate under  this

section, the applicant for the certificate has the burden of showing 

that the p r o p o s e d  service i s .\ jt contrary to the public interest.

(d) If issuance of a certificate is not contested, the c o m m i s­

sion shall grant or deny the applic a t i o n  no later than six months 

after the appli c a t i o n  was filed. If the commission has not r e a ch ed a 

decision w i t h i n  six months, it shall issue the certificate.

* Sec. 12. AS 42.05.251 is amended to read:

Sec. 42.05.251. USE OF STREETS IN CITIES A N D  BOROUGHS. Public 

utilities have the r:'ght to a permit to use p ubl ic streets, a l l ey s^ 

and other public ways of a m u n i c i p a l i t y  [CITY OR BOROUGH, W H E T H E R  HOME 

RULE O R  OTHERWISE,] upon p a ym ent of a re ason a b l e  permit fee and on 

reasonable terms and conditions and w i t h  reason a b l e  exceptions the 

mu n i c i p a l i t y  [CITY O R  BOROUGH] requires. The fee m a y  not exceed the 

actual cost to the m u n i c i p a l i t y  of the u tility's use of the public way 

and of admini s t e r i n g  the permit program. A  dispute as to whet her 

fees, terms, c o n d i t i o n s ^  or exceptions are reas onable shall be decided 

by the commission. The commiss ion m a y  require a u t i l i t y  to add the 

amount of any permit fee p a i d  as a pro rata surcharge to its bills for 

CSHB 3 1 4 (L&C) -6-
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service rendered at locations w i t h i n  the bound a r i e s  of any m u n i c i p a l­

ity that iCITY OR BOROUGH WHICH] requires  payment of a permit fee.

* Sec. 13. AS 4 2.05.361(c) is a m e n d e d  to read:

(c) The commission m a y  reject the filing of all or part of a

tariff that [WHICH] does not comply w i t h  the form or filing r e g u­

lations of the commission [OR W H I C H  IS NOT C O N S I S T E N T  W I T H  THIS C H A P­

TER OR THE REGULATIONS OF THE COMMISSION]. A tariff or p r o v i s i o n  so

rejected i> void. If the c o m m i s s i o n  rejects a filing, it shall issue 

a statement of the reasons for the rejection. Unles s the u t i l i t y  and 

the commission agree to an e x t e n s i o n  of time, the c o m m i s s i o n  m a y  not 

reject a filing under this subsec t i o n  after 45 days have elap sed from 

the date of filing.

* Sec. 14. AS 42.05.381 is amended by adding  a n e w  s u b s e c t i o n  to read:

(e) The commissi on shall adopt regulations for electric c o o p e r a­

tives setting a for a d j u s t m e n t  of rates by a simpl i f i e d  rate

r x j j  filing procedurey!]|jT&£^^ m i n r s sT0Tr sha 1 I —r r ,r\.^ ^-p- i^-mp L rm < tn- rynp  a - M 'm p s-  

dji-Pjgxgs-t-ea r n e d -ratio— £TTER) rate procedur^eT^ A c o o p e r a t i v e  m a y  apply 

fpr^ pe rmis s i o n  to adjust its rates over a period of time?^^g^rf?llTCSt'' 

^ A 7£ u r ^ 3 e r - - ^ ^ ^ ^ ^ | u n d e r  the s i m p l i f i e d  rate filing p r o c e d u r e  regula- 

.ions. The commission shall grant the a p p l i c a t i o n  if the c o ope rative 

satisfies the requirements of the r e g u l a t i o n s . T he c o m m i s s i o n  may 

review imple mentation of the s i m p l i f i e d  rate filing p r o c e d u r e  at

reasonable intervals and m a y  revoke p e r m i s s i o n  to us e the p r o c e d u r e  or 

require m o d i f i c a t i o n  of the_jrates to correct an error.

* Sec. 15. AS 42.05.421(a) is r e p e a l e d  and r eenacted to read:

(a) When a tariff filing is m a d e  c ont aining a n e w  or r e v ised 

rate, classification, rule, regulation, practice, or c o n d i tion of 

service the commission may, either u p o n  w r i t t e n  c o m p l a i n t  or u p o n  its 

own motion, after r easonable notice, conduct a h e a r i n g  to determine

-7- CSHB 3 1 4 (L&C)
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the r e a s o n a b l e n e s s  and p r o p r i e t y  of the filing. P e n d i n g  the hearing

and decision, the c o m m i s s i o n  m a y  suspend the o p e r a t i o n  of the tariff 

filing by order stating the reasons for the suspension. When  the 

commission suspends the operation of a tariff, the commission  may

grant an interim rate increase. The p e r i o d  of suspen s i o n  m a y  not

/•=>
exceed jvjftg m o n t h s  unless

(1) the p roceedings  involve substantial a f f i l i a t e d  interest 

transactions or complex rate design issues;

(2) the u t i l i t y  has delay ed the proceedings, but the period 

of suspen s i o n  m a y  not exceed nine m onths plus the length of the delay;

(3) the u t i l i t y  requests an ex' ension, but the p e r i o d  of
/*=>

suspension m a y  not e xceed  -iiiag m onths plus the length of the e x t e n­

sion ;

(A) another  legal or r e g u l a t o r y  body is c onsid e r i n g  the

issue and has not e n t e r e d  its decision;

(5) a consumer of the u t i l i t y  raises issues that require 

additional time to resolve. f

* Sec. 16. AS 4 2 . 0 5 . 421(b) is amended to read:

(b) A n  order s u s p e n d i n g  a tariff filing m a y  be v a c a t e d  if, after 

investigation, the c ommission finds that it is in all respects proper. 

Otherwise the c o m m i s s i o n  shall h o l d  a h e a r i n g  on the suspended filing 

and issue its order, b e f o r e  the end of the suspension period, g r a n t­

ing, denying_j_ or m o d i f y i n g  the suspended  tariff in w h o l e  or in part. 

If the c o m m i s s i o n  does not act on the t a riff filing w i t h i n  the, period 

of s uspe n s i o n  a l l o w e d  u n d e r  (a) of this section, the tariff filing 

takes effect at the end of the suspensi on period.

* Sec. 17. AS 42.05.421(c) is amended to read:

(c) If the c o m m i s s i o n  authorizes an interim [IN THE CASE OF A 

PROPOSED INCREASED] rate, the c o m m i s s i o n  may by order require the

CSHB 3 1 4 (L&C) - 8 -
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intere sted public u t i l i t y  or u t i l i t i e s  to place the amounts subject to 

r efun d in e s c r o w  in a financial i nstitu tion a p p roved by the commission 

and kee p accurate account of [ALL A M O U N T S  R E C E I V E D  BY R EASON  OF THE 

INCREASE, SPECIFYING] by w h o m  and in whose b e h a l f  the amounts are

paid. Upon c o m p l e t i o n  of the h e a r i n g  and deci sion the c ommission may 

by order requi re the public u t i l i t y  to refund to the persons in whose 

b e h a l f  the amounts were paid, that p o rtion  of the increased rates 

w h i c h  was found to be u n r e a s o n a b l e  or unlawful. The commiss ion shall 

i mmediately  auth rize release of the balance of funds to the utility. 

Funds m a y  not be relea s e d  from e s c r o w  w i th out the commission's prior 

w r i t t e n  consent and the u t i l i t y  shall instruct the e scrow agent of

this requir e m e n t  [SHALL BE SO INSTRU C T E D  BY T H E  UTILITY,] in writing  

and send [, WITH] a copy to the commission. The u t i l i t y  may, at its 

expense, substitu te a bond for [IN LIEU OF] the e s c r o w  requirement.

* Sec. 18. AS 42.05.421 is a m ende d b y  adding a n e w  subsec tion to read:

(e) At the time of a tarif f filing or at any time the tariff 

filing is under  suspension, the u t i l i t y  m a y  request the comm is s i o n  to 

a l l o w  the tariff filing to take effect on an i n t e r i m  basis. The 

commission shall process the r e q u e s t  as a tariff filing under AS 42.-

05.411. If the filing contains a p r o p o s e d  n e w  rate or rate increase, 

the co mmission m a y  a l l o w  that rate or a lesser rate to take effect on 

an interim basis, subject to r e f u n d  or other a p p r o p r i a t e  disposition

at the d i s c r e t i o n  of the commission.

i.S 42.05.431 is amended by adding n e w  subsections to read:

(b) The c o m m i s s i o n  m a y  not a mend a w h o l e s a l e  power agreement 

rafter it is in effect.

* Sec. 20. AS 42.05.651 is a m en ded to read
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Sec. 42.05.651. E X P ENSE S OF IN VESTIGATION  O R  HEARING. After 

comple t i o n  of a h e aring  or i n v e s t i g a t i o n  held under this chapter, the 

commissio n shall allocate the costs of the h e a r i n g  or investigation 

among the parties, including the commission, as is just u n d e r  the 

circumstances. In a l l o c a t i n g  costs, the commis sion m a y  consider the 

results, ability to pay, evidence of good faith, other relevant f a c­

tors and m i t i g a t i n g  circumstances. The costs a l l o c a t e d  m a y  include 

the costs of any time devoted to the investigatio n or h e a ring by hired 

consultants, w h e t h e r  or not the consultants appear as w i t n es ses or 

p a r t i c i p a n t s , but only if the consultants were  n e c e s s a r y  under AS 42.- 

0 5 . 1 2 1 ( b ) . The costs a l l o c a t e d  m a y  not include the cost of perm anent 

staff for the commis s i o n  but m a y  include other n e c e s s a r y  expenses not 

allocated in the operat ing b u d g e t  iALSO INCLUDE A N Y  O U T -OF-POC KET 

EXPENSE S INCURRED BY THE C O M M I S S I O N  IN THE P A R T I C U L A R  P R O C E E D I N G ] . 

^  The commis s i o n  shall provide an o p p o r t u n i t y  for a [AHY] person  o b j e c t­

ing to an a l l o c a t i o n  to be he ard b e f o r e  the a llocat ion becomes final. 

^ ^ S e c . 21. AS A2.05.711 (b) is r e p e a l e d  and r eenacted to read:

(b) Except as othe r w i s e  p r o v i d e d  in this subsection, public 

utilities owned and o p e r a t e d  by a political s ubdivision  of the state, 

or electric o p e r a t i n g  entities e s t a b l i s h e d  as the i n s t r u m e n t a l i t y  of 

two or m o r e  p ubl ic utilities owned  and oper ated b y  p o l i tical s u b d i­

visions of the state, are exempt from this chapter, o ther than AS 42.- 

05,221 — 42.05.281 and 42.05.31 1 - 42.05.321. However,

(1) a telephone u t i l i t y  owned by a p o l i tical subdivisi on is 

subjecf^to this chapter; S  ' «

(2) the g o v e rning b o d y  of a po litical subdiv i s i o n  m a y  elect 

to be subject to this chapter; and

(3) a u t i lity or elec tric operating  e n tity that is owned 

and operated by a political s u b d i v i s i o n  and that dir ec t l y  competes
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w i t h  another u t ility  or electric operating entity is subject to this 

chapter and any other utilities or electric operating entities owned 

and o p e rated by the political subd ivision are a ^ o -  subject to this 

c h a p t e r .

* Sec. 22. AS 42.05.711(e) is amended to read:

(e) N o t w i t h s t a n d i n g  any other provisions of this chapter, an 

[ M Y ]  electr ic [OR TELEPHONE] u t ility that does not gross $50,000 

annually is exempt from regulation under this chapter unless 25 p e r­

cent of the subscribers petiti on the commission for regulation.

* Sec. 23. AS 42.05.711(f) is repeale d and reenacted to read:

(f) A  public utility, except a local exchange telephone u t i l­

ity, that receives gross annual revenue of less than $500,000 may, 

u n d e r  the p roc edures in AS 42.05.712, elect to be exempt from this 

chapter other than AS 42.05.221 - 42.05.281.

* Sec. 24. AS 42.05.711(h) is amended to read:

(h) An electric [A] cooperative organized u nd er AS 10.25 may

v. elect to be exempt from [THE PROVISIONS OF] this chapter, other than 

AS 42.05.221 - 42.05.281, under the procedure described in AS 42.05.- 

712. A

* Sec. 25. AS 42.05.71 1 (k) is amended to reqra. 

(k) A  u t il ity that [WHICH] furnish 

service or"s-ejrvice as a radio common carrf1

le television 

t from the p r o­

visions  of this c h a p t e t ^ ^ ' I n  this subsectigrfl "radio co^non carrier"

m eans a radio, paging, m obile r a d i o t p T e p h o n e , or improved mobile 

telephone service [OTHER THAN AS 42^05.121 .- 42.05.281 \ UNLESS 25

P E R C E N T  OF THE SUBSCRIBERS PETIT ION THE COMMISSION F O R  REGULATION].

* Sec. 26. AS 42.05.712(a) is amended to read: '

(a) A u t i l i t y  or co operative that [WHICH] may elect to be exempt 

from [THE PROVISIONS OF] this chapter shall poll its subscribers or
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