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APUC Comments on Proposed Statutory Revisions

AS 42.05.711(h) - The provisions of this chapter other than AS 42.05.221 -
42.05.251 do not apply to a cooperative organized under AS 10.25, unless that
cooperative elects to be subject to the provisions of this chapter under the
procedure described in AS 42.05.712.°" LA cooperative organized under AS 10.25
may 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.]

Impact:

* Affects regulated cooperatives, both telephone and electric.

Eliminates Commission authority to take action on service
discontinued or suspended by a cooperative utility.

Eliminates Commission authority to modify or revoke a
certificate of a cooperative utility.

Eliminates Commission authority to approve the transfer of a
cooperative®s certificate to another utility.

Grants to a cooperative a certificate of public convenience and
necessity In perpetuity without regard for changes in public
need or in fitners and ability of the cooperative utility to
serve.

Comments:

This language, like proposed changes to .381(c) and .431(a), virtually
eliminates Commission oversight of cooperative utilities after the initial
certificate is granted. The Commission believes this suggested change to be
contrary to the interests of the consuming public.



APUC Comments on Proposed Statutory Revisions

AS 42.05.712(a) - A utility or cooperative which may elect to be regulated
under [exempt from] the provisions of this chapter shall poll its subscribers
or member., In the manner described in this section.

AS 42.05.712(b) - The votes of a majority of those voting in an election in
which at least 15 percent of the eligible subscribers or members return
ballots are required for a utility or cooperative to elect to be regulated

[exemption] under (&) of this section. "
Impact:
* Affects regulated cooperatives, both telephone and electric.
* Legislatively deregulates all cooperatives, some of whose

members have already voted to retain regulation.

* There is no procedure provided for the consumers to petition the
Commission for regulation. Utility management would determine
if there would be a vote on regulation.

|

* Even if a vehicle existed for consumer initiative, a vote to opt
into regulation would come only in a crisis situation, where
irreversible harm may have already occurred.

Comments:

This proposal 1is contrary to position of some cooperative boards of directors,
(see comments of J. Murphy, President ofChugach to House and Senate Commerce
Committees, March 1985).

The Commission believes that it is the Legislature®s prerogative to determine
what utilities require regulation to protect the public interest. The
Commission believes that the current procedure of allowing consumers who are
satisfied with the management of their cooperative to vote on "opting out"”
represents the approach most in the public interest.



APUC Comments on Proposed Statutory Revisions

AS 42.05.720(7) - "tariff” means a rate, charge, toll, rule or regulation of a
utility relating to services furnished by the utility to the general public
for compensation and every map, page, adoption notice, iInstrument or other
document filed with the commission setting out the terms and conditions under
which utility services are offered to the public”™ [and instruments of
concurrence and all other documents and data setting out the terms of a
utility"s business relations witri another utility insofar as they affect the
general public either directly or indirectly;]

Impact:

* Affects alJ_regulated utilities.

* Intent of the proposed revision 1is unclear.

Comments:

Without some clarifying language or other indication of the drafter®s intent,

it is not possible for the Commission to provide meaningful comment regarding
the potential impact of the proposed revision.

2192W42285b
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Cm' OF KODIAK
1SSGtynOK SLHBBR 03>85

THE ALASKA SBfcS !'F«ISLE3JgE TQ ADDF7 THE 1935 UFETOaf PUKSB& CGEE

WHC&AS, reliance by the State an the 1979 Uniform 7finking G>je has
unneceB&arliv local dsvé&lopers «.4 contractors by de.,yir<sg free tm

uae of currant proven pr*>iucrf£ and T~cticea; and

WHEREAS, the adoC™titr* of the 1985 Uniform Pknking G>3e wuld help

alleviate local rrool”cs £fcjs«d by use of such an outdated code,

NWJ, SS IT FSS3JVZD by the Oouncil that the Alaska State
Legislature ia hereby to pass legislation adopting d « 1935 bnifcsnr

Pluribing C>3a asrly in thr- ISSf. e&s&ior<.

BB IT FDS3S3K" P25C&V3& that copies of th#9 resolution be sent to:
The Haoccabla Feed Zharoff, Alaska State Senator

TS« Harsorabla Bswa Thompson, Alaska State Representative
Xtevid otAy, lekfcyiat for tiie City of Kodiak
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f
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SRsn&irs* kigeei 25-as

a.vzsyujnm or t & cttf of pDdiak suppoktu” hduss sill 63 &7> cstori”
SWFIE BILL 21S E£2LEmME ic *SFLUKING CODE
, both Bou&e Bill 63 and Senate Bill 23S have been filed ir. the

first M5®1qr *f fi« ?5*irr.eerd& Legislature; and

WHEESAS, 2k>js&. Fill 63 would adopt the 1985 Plceiiitty, Cede and, as intro—

duced, is responsive toour needs; ard

V22RSAS, Seriate Sill 233.. which would also adopt the 1985 Fbicblra, Code,

restrict* the of plastic pipe as allwasd in said PLxidng Code; and

WHSE&AS, 1ir. ia r> tha ad&sestasC of our canminity to adopt- tie 1535 Flunk—
ing Code wit/yoct aosssfeenfa sMch wo.ild restrict tlve use of plastic pipe be—
yond the restrictitfna fouRd in the Plunking Code as publi8?*jd by the Inter-

national Ag~otiatior: of rhrrbintf and ftachanical Officials,

NOW, TH5S2XSS, m IT SESGLHSD by the Council of tie City of Fsdi*r.,.
Alaalwa, tlvat tie FMjrteanth State Legislature is respectfully tsjpjd to pass

House Bill 63 in its t-reisnt fort- and to oppose Seimre Bill 233,

BE IX FU82KS8 SSSH$3> that copies of thia resolution be aant toe

Iffe HQROtsdsle Bill Sheffield, Governor of Alaska
FfJRor*yle Peed 2barOf£Ef Alaska State Senator
The 1"orabLe Bsve Thcepson, Alaska State P~tesentativa

PASSED A15J A5$3K&$B this ~& tk day of TAFtVSL.H. 1SS5-
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BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 247 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act extending the termination date of the Alaska
Public Utilities Commission; and providing for an
effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.66.010(a)(4) is amended to read:
(4) Alaska Public Utilities Commission (AS 42.05.010)
June 30, 1986 [1985];
* Sec. 2. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

-1- CSSB 247 (L&C)



MEMORANDUM

To: All Members, House Labor and Commerce Committee
From: Roger Poppe, CommitteeAide

Date: April 29, 1985

Subject: Overview, HB 314

Since the public hearing on the APUC sunset which was held on April
3, 1985, Chairman Navarre and Chairman Zharoff have had further meetings
with representatives of the utilities, and with a representative of
APUC. Subsquently, it was agieed that the Senate L & C draw up a draft
bill that would get beyond simple extension of ounset ?"mmh as HB 314 and
CSSB 247 propose, and try to resolve specific areas 0i ncern.

With this goal of compromise in mind, a meetin was held on Tuesday,
April 23, 1985 from 1:00 to 5:00 with the following people present:
Senator Zharoff and Aida Michael Thill; Representative Navarre and Aide
Roger Poppe; Dave Hutchens of Alaska Rural Electric Cooperati es
Association; Larry Markley and Julie Simon of Chugach Electric; APUC
Commissioner Carolyn Guess, Exec. Director Jack Farleigh, and Virginia
Rush, the APUC attorney tor the APUC. The proposed Senate bill draft
and the APUC"s response were discussed, point by point (see file).

At the end of 4 hours, only 4 of the 16 points to be discussed had
been covered, and judging from the tenor of the discussion, it was
apparent that major differences remained. As a result, it was decided
that there would not be enough time left in this first session to work
them out. So the Chairmen reluctantly decided that the best approach
might be to spend the interim working on and resolving the issues.

There was some consideration as to what to do legislatively to
accommodate this interim process. On the one hand, no legislative
action now would lead to sunset. However, this process takes a year and
it would not be finalized until June 30, 1986. With new legislation in
place before the second session ends, we could prevent the APUC from
sunsetting n.xt year, so this approach w-"s considered. After checking
with Billy Berrier for a legal opinion, it was established that while
sunsetting would not drastically affect many Boards for a year (eg. look
at Barber and Hairdressers or Pharmacy), it would have a profound effect

on regulatory boards such a- APUC. It would mean that APUC could
continue to work on cases this coming year, but could not accept any new
cases. This was considered unnacceptable.

There was also a consideration that we simply extend the Board for
4 more years, and not develop any new corrective legislation for four
more years. However, there has been much widespread concern that has
been expressed by the utilities this year for the first time; and we
have to look at the problems that will be developing before the next set
of sunset hearings in 1990, such as the withdrawal of federal REA loans
from the electrical coops, which currently are used to fund most bush
electrical energy. Consequently, the Chairmen propose as a compromise
that the APUC be extended for 1 year to give us time to examine
problems in detail.
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BILL SHEFFIELD. COVERSOR

ALASKA PUBLIC UTILITIES COMMISSION

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 420 "|" STREET
SUITE 100

ANCHORAG!. ALASKA 09501
(9071 276-6222

April 23, 1985

Honorable Fred F. Zharoff Honorable Mike Navarre

Chairman, Senate Labor and Chairman, House Labor and
Commerce Committee Commerce Committee

Alaska State Legislature Alaska State Legislature

Pouch V Pouch V

Juneau, Alaska 99811 Juneau, Alaska 99811

Dear Senator Zharoff and Representative Navarre:

This letter and its enclosures are submitted in response to your meetiny of
April 11, 1985 with Jack Fa."leigh, Executive Director of the Commission and
representatives of ARECA and Chugach Electric Association. The Commission®s
comments 1include an initial assessment of the iImpact of the proposed statutory
changes and our reaction to the effect of those changes.

The Commission has addressed only those proposed amendments in which it was
indicated that there 1is active legislative interest. The Commission did not
address proposed revisions to AS 42.05.091, .£91(c) and (d) since it was our
understanding that those sections would not be given consideration at this
time. Hov/ever, if that is not the case, the Commission will provide comment
on those sections immediately.

The Commission has noted for each proposed amendment which utilities would be
affected by the changes; we believe this information is an extremely critical
consideration for legislative deliberation. The Commission regulates
utilities as large as Alascom, serving over 400,000 consumers and collecting
annual revenues in excess of $276 million to small utilities such as Pelican
utility Company, serving 76 customers with annual revenues of $257,000. It
appears to the Commission that the proposed changes are being suggested by
only one segment of the regulated industry, and we would note that among that
industry there 1is not unanimous support for all the changes suggested by
ARECA

In regard to those changes which wou" J substantially alter the "gulation of
cooperative utilities, it would be ; Tferable>to the Commission, to deregulate
cooperatives rather than to give the appearance of regulation through verbage
which in effect eliminates Commission review and authority.



Senator Zharoff
Representative Navarre -2- April 23, 1985

It should be remembered that the 0" mission 1is charged with the responsibility
of protecting the utility consume, a because the State has seen fit through AS
42 .05 to grant public and private utilities monopoly power. We cannot
emphasize too strongly the argument that the needs of the regulated industry
to operate within reasonable regulatory constraints must be balanced with the
protection thct the existing statutory language of AS 42.05 provides to the
consumers of regulated monopoly businesses.

Sincerely

ALASKA PUBLIC UTILITIES COMMISSION

Carolyn S. Guess, Chairman

CSG/wfs2192w
42285a
Enclosures



Senator Zharoff
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APUC Comments on Proposed Statutory Revisions

Section 42.05.141(a)(1) - regulate every public utility engaged or proposing
to enyage in such a business inside the state, except to the extent exempted
by AS 42.05.711 [and the power of the commission shall be liberally construed
to accomplish its stated purpose];

Impact:
* Affects all regulate™™ utilities
* Removes flexibility to deal with varied situations that benefit
both utilities and consumers.
* Could create judicial confusion as to how to interpret
Commission authority.
* May eliminate Commission authority to issue temporary
certificates of public convenience and necessity.
|
Comments: ;

Language similar to the current language exists in the statutes of most states
and is necessary for a utility commission to achieve effective regulation over
a wide variety of utilities operating under different circumstances.

Repea” of the existing language represents a "broad brush" aucempt to limit
the Commission®s power. The Commission respectfully suggests that it would be
preferable for the Legislature to specifically address any particular powers
of the Commission which are of concern. «



APUC Comments on Proposed Statutory Revisions

AS 42.05.141(d) - Notwithstanding any other provision to the contrary, none of
the general powers ana duties of the commission operate to oivest the bcaro of
directors of a cooperative organized under AS 10.25 from exercising management
authority for the conduct or that cooperative®"s affairs.

Impact:
* Affects regulated cooperative utilities, bothelectric and
telephone.
* Eliminates traditional regulatory oversight,
* Language contained in this provision may conflict with
Commission®"s responsibilities articulated in AS 42.05.511.
* Intent of this provision is not clear.
Comments:

Primary responsibility for utility management resides within the sound

discretion of its board of directors and appointed managers. However, this
has and should be subject to regulatory oversight under an effective
regulatory scheme. The proposed revision appears to either eliminate entirely

this oversight or radically curtail it (see also comments under proposed
AS 42.05.511(a)).



APUC Comments on Proposed Statutory Revisions

AS 42.05.221(e) - The commission may employ professional consultants to assist
it in administering the provisions of this section ano may apportion the
expenses relating to this administration among the competing [utilities]
parties involved[.], including but not limited to utilities, commission staff
and consumer intervenors, other than individual consumers.

Impact:

* Affects aV\_ regulated utilities.

* Intent of the proposed revision is unclear.

* Does not appear to change existing Commission practice.
Comments:

In practice, this section which relates to utility certification and service
area boundaries has been generally used to allocate costs of hearing officers
in competing cable television certification proceedings. The only other
instance where this section of the statute has been invoked was the result of,
T~5uperior Court decision to remand a case to the Commission to receive
further evidence in order to finalize the service area boundaries of Chugach
Electric Association and Municipal Light and Power.

Absent clarifying language or some other indication of the drafter®"s intended
purpose, the Commission is unable to offer a meaningful response beyond that
noted above.



APUC Comments on Proposed Statutory Revisions

AS 42.05.331(c) - In establishing the revenue requirement of a cooperative
organized unde AS 10.25 tne commission shall, upon application of the
cooperative, ai.ow the cooperative to, without furtner filing,adjust rates to
earn a times interest earned ratio within a range approved oy the commission
the results of"such adjustments shall be subject to verification by the
commission ana the operationof this adjustment procedure snail be reviewed by
the commission at reasonable intervals.

Impact:

* Affects regulated cooperative utilities, both electric and
telephone.

* Allows cooperatives whose rates are currently regulated by the
Commission to modify rates merely by making application (of
unspecified content) to the Commission.

* Allows modification of rates without justification by a utility,
without notice to or recourse by consumers, and without review
by the Commission to determine that the rates are just and
reasonable as otherwise required by AS 42.05.331.

\Y; Allows rate increases to achieve a Commission established times
interest earned ratio (TIER) without restriction as to frequency
and amount of changes, and without requiring a concomitant
decrease should the cooperative exceed the allowed TIER.

* Allows modification of rates charged to consumers without
consideration of discrimination between classes of service,
i.e., residential and commercial, as prohibited by AS 42.05.391.

Comments:

Because rate regulation is a cost plus exercise, this proposed change
partially deregulates cooperative rates. The adequacy of a return or TIER 1is
a function of the level of a utility"s expenses. Therefore an allowab! *TIER
range while giving the appearance of reasonableness, in effect, provides no
restraints on the expenses of a cooperative.

It should be noted that the Commission provides for automatic adjustment of a
energy utility®"s fuel costs, generally its largast expense item, with
Commission verification subsequent to che adjustment.

The Legislature should consider the fact that the proposed revision implements
a far reaching and not commonly utilized rate methodology with a simplistic
statement in the statute.



APUC Comments on Proposed Statutory Revisions

Where final decision making occurs outside the initial six month suspension
perioa (which is less than 10% of our cases), it is (1) because a utility has
requested the delay because of its constraints; (2) the utility and Commission
staff have agreed to a delay for mutually beneficial reasons; (3) the utility
proceeding 1is unusually large or complex, 1i.e., Alascom®s pending rate design
case; (4) generic proceedings as a result of feoeral decisions affecting all
of one regulated industry, i.e., Federal Communications Commission decisions
mandating State Commission actions; and (6) lack of Commissioner support staff
to assist in preparing legally defensible, written decisions (see page 470 of
APUC budget document for verification).

The proposed amendment allows no extension of the six months for those cases
which are so complex as to make meaningful review by the Commission, and
meaningful participation by intervenors, impossible in the six-month period.
Nor does it make an exception for the many instances where the utility itself
requests a delay. The Legislature should also consider the balance achieved
under the current provision. At present, the Commission is able to fairly
consider the interests of both the utility and the consumer as it decides
tariff changes. The utility is protected by the Commission®s ability to grant
interim relief during the period of full review of the permanent request. The
consumer 1is protected by the Commission®s careful consideration of the issues,
and the potential impact on rate payers that takes place during the suspension
period. Imposition of an absolute decision deadline will certainly impact the
protection new available to the consumer and eate an imbalance of
consideration in favor of the utility that may not be the real intent of the

Legislature.

The Commission notes that an alternative proposal may be considered which
would, 1in effect, add an additional six months to the suspension period for a
total suspension period of 12 months. The impact statements presented above
would equally apply to a proposed 12-month suspension. There would be some
minimal change in the fiscal 1impact which can be forecasted at the Committee"s

request.



AS 42.05.421(A)(1) FISCAL NOTE BASED ON MANDATORY SIX MONTH SUSPENSION nERIOD

LINE ITEM FY =85 FYy =86

100-PERSONAL SERVICES: MERIT OR NEGOTIATED SALARY

Hrg. Officer, R 24A (ex.) 68,967 68,967
Paralegal 1, R 13A 34,076 34,076
Paralegal 1, R 13A 34,076 34,076
Economist, R 20A 53,306 53,306
AST 11, R 8A 25,947 25,947
100 TOTAL = 216,372 216,372

200-TRAVEL (THIS LINE ITEM INCLUDES A 0% INFLATION FACTOR 86-90)

-0- -0-

300-CONTRACTUAL (NO INFLATION FACTOR)

Computer Programming -0- -0-
Other -0- -0-
300 TOTAL = -0- -0-

400-COMMODITIES (THIS LINE ITEM INCLUDES A 0%

Hrg. Officer, R 24A (ex.) 400 400
Paralegal I, R 13A 400 400
Paralegal 1, R 13A 400 400
Economist, R 20A 400 400
AST 11, R 8A 400 400

2,000 2,000
500-EQUIPMENT (ONE TIME PURCHASES, FIRST YEAR
Hrg. Officer, R 24A (ex.) 2,025 -0-
Paralegal 1, R 13A 2,025 -0-
Paralegal 1, R 13A 2,025 -0-
Economist, R 20A 2,025 -0-
AST 11, R 8A 1.200 -0-

9,300 -0-

600-LAND (NO INFLATION AND FORMULA 1S SQ. FT.

Hrg. Officer, R 24A (ex.) 3,000 3,000
Paralegal 1, R 13A 3,000 3,000
Paralegal 1, R 13A 3,000 3,000
Economist, R 20A 3,000 3,000
AST 11, R 8A 1,992 1,992

13,992 13,992

GRAND TOTAL 241,664 232,364

FY =37

68,967
34,076
34,075
53,306
25,f47
216.372

FY =88

INCREASES NOT

68,967
34,076
34,076
53,306
25,947
216,372

FY =89

INCLUDED)

68,967
34,076
34,076
53,306
25,947
216,372

INFLATI ON FACTOR 86-90)

400
400
400
400
400
2,000

ONLY)

X 12 MONTHS X

3,000
3,000
3,000
3,000
1,992
13,992

232,364

400
400
400
400
400
2,000

3,1 1
3,000
3,000
3,000
1,992
13,992

232,364

400
400
400
400
400
2,000

$2.00 PER SQ.

3,000
3,000
3,000
3,000
1,992
13,992

232,364

FY =90

68,967
34,076
34,076
53,306
25,947
21b ,372

400
400
400
400
400
2,000

FT.)

3,000
3,000
3,000
3,000
1,992
13,992

232,364



AS 42.05.421(A)(1) FISCAL NOTE BASED ON MANDATORY SIX MONTH SUSPENSION PERIOD

LINE ITEM FY =85

100-PERSONAL SERVICES:
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MERIT OR NEGOTIATED SALARY

Hrg. Officer, R 24A (ex.) 68,967 68,967
Paralegal 1, R 13A 34,076 34,076
Paralegal 1, R 13A 34,076 34,076
Economist, R 20A 53,30b 53,306
AST 11, R 8A 25,947 25,947
100 TOTAL = 216,372 216,372
200-TRAVEL (THIS LINE ITEM INCLUDES A 0%

-0- -0-
300-CONTRACTUAL (NO INFLATION FACTOR)
Computer Programming -0- -0-
Other -0- -0-

300 TOTAL = -0- -0-
400-COMMODITIES (THIS LINE ITEM INCLUDES A 0%
Hrg. Officer, R 24A (ex.) 400 400
Paralegal 1, R 13A 406G 400
Paralegal I, R 13A 400 400
Economist, R 20A 400 400
AST 11, R 8A 400 400

2,000 2,000
500-EQUIPMENT (ONE TIME PURCHASES, FIRST YEAR
Hrg. Officer, R 24A (ex.) 2,025 -0-
Paralegal 1, R 13A 2,025 -0-
Paralegal I, R 13A 2,025 -0-
Economist, R 20A 2,025 -0-
AST 11, R 8A 1,200 -0-

9,300 -0-
600-LAND (NO INFLATION AND FORMULA 1S SQ. FT.
Hrg. Officer, R 24A (ex.) 3,000 3,000
Paralegal 1, R 13A 3,000 3,000
Paralegal 1, R 13A 3,000 3,000
Economist, R 20A 3,000 3,000
AST 11, R 8A 1,992 1,992

13,992 13,992
GRAND TOTAL 241,664 232,364

FY =87 FY =88

INCREASES NOT

68,967 68,967
34,076 34,076
34,076 34,076
53,306 53,306
25,947 25,947
216,372 216,372

INFLATION FACTOR 86-90)

FY =89

INCLUDED)

68,967
34,076
34,076
53,306
25,947
216,372

-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
INFLATION FACTOR 86-90)
400 400 400
400 400 400
400 400 400
400 400 400
400 400 400
2,000 2,000 2,000
ONLY)
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-
X 12 MONTHS X $2.00 PER SQ.
3,000 3,000 3,000
3,000 3,000 3,000
3,000 3,000 3,000
3,000 3,000 3,000
1,992 1,992 1,992
13,992 13,992 13,992
232,364 232,364 232,364

FY "90

63,967
34,076
34,076
53,306
25,947
216,372

400
400
400
400
400
000

FT.)

3,000
3,000
3,000
3,000
1,992
13,992

2327364



APUC Comments on Proposed Statutory Revisions

AS 42.05.431(a) - When the commission, after an investigation and hearing,
finds that a rate demanded, observed, charged or collected by a public utility
for a service, subject to the jurisdiction of the commission, or that a
classification, rule regulation, practice, or contract affecting the rate, is
unjust, unreasonable, unduly discriminatory or preferential, the commission
shall determine a just and reasonable rate, classification, rule, regulation,
practice, or contract to be observed or allowed and shall establish it by
order. A municipality may convenant with bond purchasers regarding rates of a
municipally owned utility, and the convenant 1is valid and enforceable and is
considered to be a contract with the holders from time to time of the bonds.
The financial convenants contained in mortg; ks and other debt instruments of
cooperative utilities organized unoer AS 10., 5 are likewise valid and
enforceable, and rates set by the commission must be adequate to merit those
convenants. Municipal utilities and cooperative utilities organized under

AS 10.25 shall file an informational copy of debt instruments affecting rates
with the commission upon execution.

Impact:

* Affects regulated cooperative utilities, both telephone and
electric, and regulated municipal utilities.

* Requires the Commission to automatically grant rates which "in
generate income sufficiently in excess of expenses to cover any
financial covenants that cooperatives might have in their debt
instruments, regardless of their reasonableness.

* Eliminates Commission review of whether utility facilities are
used and useful or otherwise prudent, and replaces it with
whatever terms the utility and its lenders have agreed to.

Comments:

As proposed, .381(c) eliminates Commission review of cooperative expenses,
this provision eliminates Commission review of the reasonableness cf
cooperative debt instruments. REA, on whose behalf these changes were

suggested according to ARECA, has been contacted by the Commission and has
indicated it (1) does not require the changes, (2) it was not contacted about
the proposed changes, and (3) it has no problems with the Commission®s past
decision making under current statutory .anguage.



APUC Comments on Proposed Statutory Revisions

AS 42.05.431(b) - The commission may not alter, change, modify or amend
wholesale power agreements after they are in effect.

Impact:
* Affects all regulated utilities.
* Is contrary to REA requirements.
* Destroys Commission ability to protect wholesale and retail
consumers.
* Eliminates Commission oversight of a potentially large element
of a utility"s operating expenses and revenues.
Comments:

Evidence in a Commission proceeding confirms that until the Commission
exercised its jurisdiction over Chugach Electric®"s wholesale rates, the
consumers in Anchorage were subsidizing the rates of Matanuska Electric and
Homer Electric Association Cooperatives.

The Commission should have continuing jurisdiction over wholesale rates.
Periodic review of wholesale power contracts is necessary to prevent some
consumers from subsidizing other consumers.



APUC Comments on Proposed Statutory Revisions

AS 42.05.431(c) - Permanent rates shall not be subject to refund.

Impact:

* Affects all regulated utilities.

* Eliminates Commission authority to make refundable permanent
rates when evidence provided by a utility indicates that its
rates are excessive and a Commission investigation 1is underway.

* IT rates were ultimately found excessive, the customer would not
be entitled to any refund for the period during which the rates
were under 1investigation by the Commission, and arguably under
appeal in the courts.

Comments:
Permanent rates are ordinally mmt_refundable. However, if costs have

decreased or revenues increased substantially the Commission has an obligation
to determine whether current permanent rates are excessive, just as the
Commission has an obligation to determine when a utility requests an interim
(emergency) rate increase whether current permanent rates are too low.

Interim rate increases are generally granted within 45 days of a utility"s

request and are refundable. Where the Commission becomes aware, via credible
evidence, that rates are too high, current rates are declared interim and
refundable, subject to the Commission®"s final determination, ,"iis approach

protects both the utility and the ratepayer under either scenario.
Legislative adoption of the proposed revision would continue the utility"s
protected status, but would leave the consumer vulnerable during the
intervening period if the investigation confirmed the rates were too high.

At this time, the Commission has made refundable, permanent rates of Matanuska
Electric Association when it requested the reinstitution of a fuel surcharge
that had been eliminated due to an overrecovery of revenues because of
substantial growth in its service area; and permanent rates of Maska Village
Electric Coorarative when it updated its request for Power Cost Assistance and
the utility"s financial information indicated a substantial overrecovery of
revenues.



APUC Comments on Proposed Statutory Revisions

AS 42.05.461 - The commission may require a public utility to establish,
provide, and maintain as a part of its system of accounts, continuing property
records segregated by the year of placement in service including a list or
inventory of all the units of tangible property used or useful 1in the public
service”~showing the current location of the property units by definite
reference to the specific land parcels upon which the units are located or
stored. The commission may require a public utility to kee,j accounts and
records in such a manner as to show, currently, the original cost of the
property when first devoted to the public service, and the related reserve for
depreciation.] Each public utility with annual revenues exceeding $100,000
shall keep continuing property records.

Impact:
* Affects aJN_ regulated utilities.
* Eliminates certain data elements that are essential for rate
making and full compliance with other provisions ofthis chapter
(i.e., location of plant in service, original cost, depreciation
reserve, depreciation expense, etc.).
* Makes auditing of utility more difficult.
* Prevents verification of whether plant is being used to provide
utility services.
* Encourage subjective instead of objective arguments 1in rate
cases.
Comments:

Continuing Property Records (CPR"s) provide a complete record of each type of
property owned by a utility. The Commission uses these records to verify the
net value of plant on which a utility is allowed to earn a return and for
which a depreciation expense is allowed.

In order for the utility to prove that its investment is bei"ig used for
utility service as required by AS 42.05.441(b) without adequate accounts and
records, it is anticipated that additional utility funds would be expended to
prove to the Commission that utility plant exists and to verify its original
cost. This expense, which the Commission believes 1is unnecessary, would be
passed on to the ratepayer.



APUC Comments on Proposed Statutory Revisions

AS 42.05.511(a) - [The commission may investigate the management of a public
utility,] In a rate proceeding, the commis~ion has the burden of proving that
the management practices of apublic utility, including but not limited to
staffing patterns, wage and salary scales and agreements, investment policie:
and practices, purchasing and payment arrangements with affiliated interests
[for the purpose of determining] are inefficient or unreasonable practices
which adversely affect the cost or quality of service of the public utility.

Impact:

* Affects alJ regulated utilities.

* There is an immediate conflict between the proposed lanquage in
511(a) and the existing language in 511(c).

* Effectively eliminates Commission oversight into management
practices of a utility. 1

1

* Burden is shifted from the utility to Commission staff and
provides an opportunity for a utility so inclined to slow- oil
an investigation.

* Could result in unreasonable delay in approving permanent rates
which could jeopardize utility funding and which arguably will
result in increased litigation.

* IT management practices can only be reviewed in the context of
rate proceedings, then the Commission is forced either to expand
a management investigation into a rate proceeding or to
regularize review of management practices during a rate
proceeding. In either event, this would unnecessarily
complicate and lengthen rate proceedings as well as create
delays in timely Commission response to pressing management
problems affecting service quality.

Comments:

Management investigations are few and instituted only after documented
evidence that serious problems affecting the safety, reliability or quality of

a utility™s service exists. Exhibit 1 shows 14 investigations during a
four-year period.



APUC Comments on Proposed Statutory Revisions

AS 42.05.511(a) - [The commission may investigate the management of a public
utility,] In a rate proceeding, the commission has the buraen of proving that
the management practices of a pud 1ic utility, including put not limited to
staffing patterns, wage and salary scales and agreements, investment policies
and practices, purchasing and payment arrangements with affiliated interests
[for the purpose of determining] are inefficient or unreasonaole practices
which adversely affect the cost or quality of service of the public u“’lity.

Impact:

* Affects all regulated utilities.

* There is an immediate conflict between the proposed language in
511(a) and the existing language in 511(c).

* Effectively eliminates Commission oversight iInto management
practices of a utility.

* Burden is shifted from the utility to Commission staff and
provides an opportunity for a utility so inclined to slow-roll
an investigation.

* Could result in unreasonable delay in approving permanent rates
which could jeopardize utility funding and which arguaoly will
result iIn increased litigation.

* If management practices can only be reviewed in the context of
rate proceedings, then the Commission is forced either to expand
a management investigation into a rate proceeding or to
regularize review of management practices during a rate
proceeding. In either event, this would unnecessarily
complicate and lengthen rate proceedings as well as create
delays in timely Commission response to pressing management
problems affecting service quality.

Comments:

Management investigations are few and instituted only after documented
evidence that serious problems affecting the safety, reliability or quality of

a utility"s service exists. Exhibit 1 shows 14 investigations durina a
four-year period.
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APUC Comments on Proposed Statutory Revisions

AS 42.05.711(h) - The provisions of this chapter other than AS 42.05.221 -

42 _.05.251 do not appiy to a cooperative organized unaer AS 10.25, unless that
cooperative ejects to be suoject to cue provisions of tins cnapter under me
procedure gescrioed in AS 42_.Q5.7i2. [-A cooperative organized under AS 10.25
may elect to De exempt from the provisions of this chapter, other than

AS 42.05.221 - 42.05.281, unaer the procedure described in AS 42.05.712.]

Impact:

* Affects regulated cooperatives, both telephone and electric.

* Eliminates Commission authority to take action on service
discontinued or suspended by a cooperative utility.

* Eliminates Commission authority to modify or revoke a
certificate of a cooperative utility.

* Eliminates Commission authority to approve the transfer of a
cooperative™s certificate to another utility.

* Grants to a cooperative a certificate of public convenience and
necessity iIn perpetuity without regard for changes in public
need or in fitness and ability of the cooperative utility to
serve.

Comments:

This language, like oroposed changes to .381(c) and .431(a), virtually
eliminates Commission oversight of cooperative utilities after the initial
certificate is granted. The Commission believes this suggested change to be
contrary to the interests of the consuming public.
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BY THE LABOR AND

IN THE SENATE COMMERCE COMMITTEE

SENATE BILL NO.
IN THE LEGISLATURE OF THE, STATE OF ALASICA
FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to public utilities.”

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

*

Section 1. AS 42.05.141(a) i1s amended to read:
(a) The Alaska Public Utilities Commission may

¢H) regulate every public utility engaged or proposing tc
engage in such a business 1inside the state, except to the extent
exempted by AS 42.05.711 [, AND THE POWERS OF THE COMMISSION SHALL BE
LIBERALLY CONSTRUED TO ACCOMPLISH ITS STATED PURPOSES);

(2 investigate, upon complaint or upon its own motion, the
rates, <classifications, rules, regulations, practices, services and
facilities of a publicutility and hold hearings on them;

(3) make or require just, fair and reasonablerates, clas—
sifications, regulations, practices, services and facilities for a
public utility;

(4d)prescribe the system of accounts and regulate the
service and safety of operations of a public utility;

(5) require a public utility to file reports and other
information and data;

(6) appear personally or by counsel and represent the
interests and welfare of the state in all matters and proceedings
involving a public utility pending before an officer, department,
board, commission or court of the state or of another state or the
United States and to intervene 1in, protest, resist, or advocate the

granting, denial or modification of any petition, application,

-
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conplaint or other proceeding;

) examine witnesses and offer evidence in any
affecting the state and initiate or#participate in judicial proceed-
ings to the extent necessary to protect and promote the interests of
the state.

Sec. 2. AS 42.05.141 is amended by adding a new subsection to read:

(@ Notwithstanding any other provision of this chapter, the
general powers and duties of the commission under this section may not
be used to divest the board of directors of a cooperative organized
under AS 10.25 of its management authority over the cooperative. For
purposes of this section, management authority includes the authority
to determine staffing patterns, wage and salary scales and agreements,
investment policies and practices, and purchasing and payment
arrangements with affiliated interests.

Sec. 3. AS 42.05.221 (e) is amended to read:

(¢) The commission may employ professional consultants to assist
it in administering the provisions of this section and may apportion
the expenses relating to this administration among |[THE] competing
utilities and oti.™M. interested parties, including commission staff anc
consumer intervenors, other than 1individual consumers [INVOLVED] .

Sec. 4. AS 42.05.361 isamended byadding a new subsection to read:

(d) The commission may approve an automatic annual rate adjust-
ment clause 1inserted 1in a tariff Tfiling by a cooperative utility
organized under AS 10.25.

Sec. 5. AS 42.05.421 (a) is amended to read:

(a) When a tariff filing 1s made containing a new or revised
rate, classification, rule, regulation, practice, or condition of
eservice the commission may either upon written complaint or upon 1its

own motion, after reasonable notice, conduct a hearing to determine

-2 - mV.1
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the reasonableness and propriety of the filing. Pending such a hear
ing the commission may, by order stating the reasons for its action
suspend the operation of the tariff filing for

(1) a [AN INITIAL] period not longer than six months beyon
the tin v when it would otherwise go 1into effect if the annual gros

revenues of the utility making the filing are more than $3,000,000

and

(2) not longer than 150 days before an interim rate equa
to the r .ested new rate goes 1into effect and not longer than on
year before a permanent rate goes into effect 1if the annual gro

revenues of the utility making the filing are $3,000,000 or less.
Sec. 6. AS 42.05.421 1is amended by adding a new subsection to read:

(e) If the commission conducts a hearing to determine
reasonableness and propriety of a tariff filing under (@) of thi
section and the commission fails to issue a final order on the tarif
filing within 12 months after the date of the tariff filing, th
tariff filing takes effect on a permanent basis.
Sec. 7. AS 42.05.431 1is amended by adding new subsections to read:

(b) A cooperative utility organized under AS 10.25 may covenar.
with mortgage purchasers or other debt purchasers regarding the rate
of th; cooperative. IT the mortgage or other debt instrument contain
ing the covenant is purchased and an actual mortgage or debt purchase
and holder exists, the mortgage or debt covenant 1is valid and enforce
able and the commission shallfix a rate necessary to provide for tl
adequate coverage of the mortgage or debt covenant.

(c) A municipally owned utility and a cooperative utilit
organized under AS 10.25 shall file with the commission a copy ¢c
executed mortgages or other debt instruments containing covenant

affecting rates.

_3-



(d) Notwithstanding any other provision of this chapter,
wholesale power agreement filed as part of a tariff filing may not bi
altered, modified, changed, or amenged by the commission after th«
effective date of the tariff filing.

(e) The commission may not require a public utility to directly
or indirectly refund, rebate, or remit in any manner or by any device
any portion of a permanent rate approved by the commission that i:
later found by the commission to be unjust, unreasonable, or undul;
discriminatory or preferential.

Sec. 8. AS 42.05.461 1is amended to read:

Sec. 42.05.461. CONTINUING PROPERTY RECORDS. The commission ma;
require a public utility to establish, provide, and maintain as a par
of its system of accounts, continuing property records segregated b;
the year of placement in service, including a list or inventory of al
the units of tangible property used or useful in the public service [
SHOWING THE CURRENT LOCATION OF THE PROPERTY UNITS BY DEFINITE REFER
ENCE TO THE SPECIFIC LAND PARCELS UPON WHICH THE UNITS ARE LOCATED O
STORED. THE COMMISSION MAY REQUIRE A PUBLIC UTILITY TO KEEP ACCOUNT
AND RECORDS IN SUCH A MANNER AS TO SHOW, CURRENTLY, THE ORIGINAL COS
OF THE PROPERTY WHEN FIRST DEVOTED TO THE PUBLIC SERVICE, AND TH
RELATED RESERVE FOR DEPRECIATION]. Each public utility with annua
revenues exceeding $100,000 shall keep continuing property records.
Sec. 9. AS 42.05.511(c) 1is repealed and reenacted to read:

(©) In a rate proceeding, the commission has the burc
proving that the management practices of a public utility, 1includin
staffing patterns, wage and salary scales and agreements, investmen
policies and practices, purchasing and payment arrangements wit
affiliated interests, are 1inefficient and unreasonable practices tha
adversely affect the cost or quality of service of the public utility

-4-



=~ o PO

o

10

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
21
28
29

uilbUu x

* Sec. 10. AS 42.05.711(h) 1is repealed and reenacted to read:

(h) A cooperative utility organized under AS 10.25 1is exempt
from the provisions of this chapter, other than AS 42.05.221 -
42.05.281, wunless the cooperative elects to be regulated under the
provisions of this chapter according to the procedure described 1in
AS 42.05.713.

Sec. 11. AS 42.05 is amended by adding a new section to read:

Sec. 42.05.713. REGULATION BALLOT. (a) By using the procedure
described in AS 42.05.712, a cooperative wutility organized under
AS 10.25 may elect regulation under this chapter in the same manner
that a utility or cooperative may elect exemption from the provisions
of this chapter.

(b) A cooperative that elects to be regulated under this section

may elect to terminate its regulation in the same manner.



SECOND REVISION

March 15. 1985

Introduced:
Referred:

IN THE BY

BILL NO.

IN THE LEGISLATURE CF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "

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

SECTION 1. AS 42.05.091. Compensation, (a) Members of the com-—
mission are in the exempt service and are entitled to a monthly senary
equal to Step C, Range 26 of the salary schedule in AS 39.27.011(a)
for Juneau, Alaska.

(b) A salary warrant may not be issued to a commissioner until
the commissioner has filed with the state officer designated to issue
salary warrants an affidavit that no matter referred to the commis—
sioner for opinion or decision has been uncompleted or undecided by

the commissioner for a period of more than six months.
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SECTION 2. AS 42.05.141 is amended to read:

The Alaska Public Utilities Commission may

(1) regulate every public utility engaged or proposing to engage
in such d business inside the state, except to the extent exempted by
AS 42.05.711 fe.rd the power of the commission shall be liberally con-
strued to accomplish its stated purpose.];

(2) investigate, upon complaint or upon its own notion, the
rates, classifications, rules, regulations, practices, services and
facilities of a public utility and hold hearings on them;

(3) make or require just, fair and reasonable rites, classificn-
tions, 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;

<3) require a public utility to file reports and other
information and data;

(6) appear personally or by counsel and represent the interests
and welfare of the state in all matters and proceedings involving a
public utility pending before an officer, department, board,
commission or court of the state or of another state or the United
States and to intervene in, protest, resist, or advocate the granting,
denail or modification of any petition, application, complaint or
other proceeding;

(7) examine witnesses and offer evidence in any proceeding
affecting the state and initiate or participate in judicial
proceedings to the extent necessary to protect and promote the

interests of the state.



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28

(b) The commission shall perform the duties assigned to it under
AS 44.83.162.

(c) Tr the establishment nf electric service rates under this
chapter the commission shall promote the conservation of resources
used in the generation of electric energy.

(til Notwithstanding any other provision to the contrary, none of
the general powers and duties of the commission operate to divest the
heart Zof directors of a cooperative organized under AS 10.25 from
exercising management authorit- for the conduct of that cooperative®s

affairs.

SECTION 3. AS 42.05 221 is amended to read:

(@) A public utility may not operate and receive compensation for
providing a commodity or service after January 1, 1971 without fFfirst
having obtained from the commission under this chapter a certificate
declaring that public convenience and necessity require or will
require the service. Where a public utility provides more than one
type of utility service, a separate certificate of convenience and
necessity j? required for each type. A certificate shall describe the
nature and extent of the authority granted in it, including, as
appropriate for the services involved, a description of the authorized
area and scope of operations of the public utility.

(b) AIl certificates of convenience and necessity issued to a
public utility before July 1, 1970 remain in effect but they are sub-

ject to modification where there are areas of conflict with public
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utilities that have not previously been required to have a certificate
or where there is a substantial change in circumstances.

(c) A certiticate shall be issued to a public utility which was
not required to have one before July 1, 1970, anc which is required to
have one after that date, if it appears to the commission that the

utility was actually operating in good faith on that date. Such a
certificate is subject to modification where there are areas of eon-
flict with other public utilities or where there has been a substnn-
tial charge 1in circumstances.

(d) In an area where the commission determines that two or more
public utilities are competing to furnish identical utility service
and that this competition is not in the public interest, the
commission shall take appropriate action to eliminate the competition
and any undesirable duplication of facilities. This appropriate
action may include, but is not limited to, ordering the competirp
utilities to enter into a contract that, among other things, would:

(1) delineate the service area boundaries of each 1ia these areas
of competition;

(?) eliminate existing duplication and paralleling to the fullest
reasonable extent;

(3) preclude future duplication and paralleling;

(4) provide for the exchange of customers and facilities for the
purposes of providing better public servio: and of eliminating
duplication erd paralleling; and

(5) provide such ether mutually equicable arrangements as would

be in the public interest.
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(e) The commission may employ professional consultants to assist
it in administering the provisions of this section and may apportion
tlI".e expenses relating to this administration among the competing
[utilities] parties involved[.], including but not limited to
utilities, commission staff and consumer intervenors, other than

Individual consumers.

SECTION 4. AS 42.05.291 shall be amended as follows:

(a) Each public utility shall furnish and maintain adequate,
efficient and safe service and facilities. Tnis service sbha.ll be
reasonably continuous and without unreasonable interruption or delay.

(b) Subject to the provisions of this chapter and the regulations
or orders of the commission, a public utility may establish reasonable
rules and regulations governing the conditions under which it will
render service.

(c) Except in the case of a cooperative organized under AS 10.25,
[T]J*e commission may, upon its own motion or upcn complaint® after
providing reasonable notice and opportunity for hearing, rcdpt as to
servic™ srd facilities, including the crossing cf facilities, just and
reasonable standards, classifications, regulations, and practices to
be furnished, 1imposed, observed, and followed by public, utilities;
adopt adequate and reasonable standards for the measurement of auantitv,
quality, pressure, initial voltage, or other conditions pertaining to
the supply of the service of public utilities; adopt reasonable regula-
tions for the examination and testing of the service, and for the

measurement of it; adopt or approve reasonable regulations, specifica-
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tions, and standards to secure the accuracy of meters a.rd appliances
for measurement; arid provide for the examination and testing of a.ppli-
ances used for the measurement of a service of a public utility. Tn
doirg so, the commission shall conform to the standard practices of

the industry.

(d) In the case of a cooperative organized under AS 10.25, the
commission may, upon the written petition of 15 percent of the coopera-
tive membership, after providing reasonable notice and opportunity for
hearing, adopt as to service and facilities, including the crossing of
facilities, .just arc reasonable standards, classifications, regulations,
and practices to he fui®r.lshed, imposed, observed, and followed by public
utilities; adept adequate and reasonable standards for the measurement
of quantity, Quality, pressure, Initial voltage, or other conditions
pertaining to the supply of tho service of public utilities; adopt
reasonable regulations for the examination and testing of the service,
and for the measurement of it; adopt or approve reasonable regulations,
specifications, and standards to secure the accuracy of meters and
appliances for measurement; and provide for the examination and testing
of appliances used for the measurement of a service of a public utility.
In doing so, the commission shall conform to the standard practices of
the industry.

[(d)] (e) If the commission, upon 1its own motion or upon complaint,
after providing reasonable notice and opportunity for hearing, flrds
that the services or facilities of a public utility are unreasonable,
unsafe, 1inadequate, insufficient, or unreasonably discriminatory, or

otherwise in violation of this chapter, the commission shall prescribe,
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by regulation or order, the reasonable, safe, adequate, sufficient

service, or Tfacilities to be observed, furnished, enforced, or employed,
including all repairs, charges, alterations, extensions, substitutions,
or improvements in facilities that are reasonably necessary and proper

for the safety, accommodation, and convenience of the public.

SECTION 5. AS 42.05.381 1is amended to read:

(@) All rates demanded cr received by a public utility, or by any
two or more public utilities jointly, ror a service furnished or to be
furnished shall be just and reasonable; however, a rate may not
include an allowance for costs of political contributions, or public,
relations except for reasonable amounts sport for

(1) energy conservation efforts;

(2) public information designed to promote more efficient use of
tho utility®"s facilities or services or to protect the physical plant
of the utility;

(3) informing shareholders and members of a cooperative of meet—
ings of the utility and encouraging attendance; or

(4) emergency situations to the extent and under the
circumstances authorized by the commission for good cause shown.

(b) In establishing the revenue requirements of a municipally
owned and operated utility the municipality is entitled to include a
reasonable rate of return.

(c) P.. establishing the revenue requirement of a cooperative
organized under AS 10.25 the commission shall, upon application of the

cooperative, allow the cooperative to, without further filing, adjust
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rates to earn a times interest earned ratio approved by the
commission.

[(c)] (d) A utility, whether subject to regulation by the commis-
sion or e::enpt from regulation, may not charge a fee for connection
to, disconnection from, or transfer of services in an amount 1in excess
of the actual cost to the utility of performing the service plus a
profit at a reasonable percentage of that cost not to exceed the per-
centage established by the commission by regulation.

r(d)] (e) A utility shall provide for a reductd foe or surcharge
fcr standby water for fire protection systems approved under AS

18.70.081 which use hydraulic, sprinklers.

SECTION 6. AS 42.05.421 is amended to read:

(a) When a tariff filing is made containing a new or revised
rate, classification, rule, regulation, practice, or condition of
service the commission may, either upon written complaint or upon its
own motion, after reasonable notice, conduct a hearing to determine
the reasonableness and propriety of the filing. Pending such a
hearing the commission may, by order stating the reasons for its
action, suspend the operation of the tariff filing for

(1) [an initial] a period not longer than six months beyond the
time when it would otherwise go into effect if the annual gross reve-
nues of the utility making the filing are more than $3,000,000; and

(2) not longer than 150 days before an interim rate equal to the

requested new rate goes into effect and not longer than one year
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before a permanent rate rocs into effect if the annual gross revenues
of the utility making the filing are 53,000,000 or less.

(3) failure by tho commission to issue a find order or. a tariff
filing within six months of the filing will result in the tariff filing
rncur_.sf-ed pcing into effect on a permanent basis.

(b) An order susperdirg a tariff filing may be vacuced if, after
investigation, the commission finds that it is in all respects proper.
Otherwise the commission shall hold a hearing on the suspended filing
and issue its order, before the end of the suspension period,
grartir.g, denying or modifying the suspended tariff in whole or in
part.

(c) In the case of a proposed increased rate, the commission may
by order require the interest public utility or utilities to place in
escrow in a financial institution approved by the commissi i and keep
accurate account of all amounts received by reason of the increase,
specifying by whom and in whose behalf the amounts are paid. Upon
completion of the hearing and decision the comm.issier may by order
require the public utilicy to refund to the persons in whose behalf
the amounts were paid, that portion of the increased rates which was
found to be unreasonable or unlawful. Funds may not be released from
escrow without the commission®s prior written consent and the escrow
agent shall be so instructed by the utility, 1in writing, with a copy
to the commission The utility may, at its expense, substitute a bond
in lieu of tne escrow agreement.

(d)Ore who initiates a change 1in existing tariffs shall bear the

burden to prove the reasonableness of the change.



SECTION 7. AS 42.05.431 is amended tr read:

fr.) Mien the commission, after an investigation and hearing,
finds that a rate demanded, observed, charged or collected by a public
utility for a service, subject to the jurisdiction of the commission,
or that a classification, rule regulation, practice, or contract
.iffooting the rate, 1is unjust, unreasonable, unduly discriminatory or
preferential, the commission shall determine a just and reasonable
rate, classification, rule, regulation, practice, or rortr.-.ct to be
observed cr allowed and shall establish it by order. A municipality
may covenant with bond purchasers regarding rates of a municipally
owned utility, and the covenant is valid and enforceable and 1is

considered to bn a contract with the holders from Lime to time of the

bonds. The financial covenants contained 1in mortgages and other debt
instruments of cooperative utilities organized under AS 10.25 are
likewise valid and enforceable, and rates set by the commission must
be ariequatc to meet those covenants. Municipal utilities and
cooperative utilities orgr.rlirod under AS 10.25 shall file an
Informational copy of debt Instruments affecting rates with the
commission upon execution.
(b) The commission may not alter, change, modify or amend whole—
sale power agreements after they are in effect.

fS) Permanent rates shall not be subject to refund.

-10-
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SECTION 8. AS 42.05.461 is amended t> read:

The comr_iisr.ion may reauire a public utility to establish,
provide, end maintain as a part of its systpm of accounts, continuing
property records segregated by the year of placement in service

including a list or inventcrv cf all the units of tangible property
usee cr useful in the public service” [showing the current _.location, of
the property units by definite reference to the specific land parcels
upon which the units are located or stored. The commission may
require a public utility to keep accounts and records in sucli a manner
as to show, currently, the original cost of the property when first
devoted to the public service, ana the related reserve for
depreciation.] Each public utility with annual revenues exceeding

$100,000 shall keep continuing property records.

SECTION 9. AS 42.05.511 is amended to read:

(a) [The commission may investigate the management ofa public
utility,] Tr. a rate proceeding, the commission has the burden of prov-
ing that the management practices of a public utility, including but
not limited to staffing patterns, wage and salary scales and
agreements, investment policies and practices, purchasing and payment
arrangements with affiliated interests [for the purpose of
determining] are inefficient nr unreasonable practices which adversely
affect the cost or quality of service of the public utility.

(b) Where unreasonable practices are found to exist,the commis-
sion may, after providing reasonable notice and opportunity for

hearing, take appropriate action to protect the public from the

-11-
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inefficient or unreasonable practices and may order the public utility
to take the corrective actior the remission may require to achieve
effective development and regulation ef public utility services.

(c) In a rate proceeding the utility involved has the burden of
proving that any written or unwritten contract or arrangement it may
have with any cf ;tr. affiliated interests for the furnishing of any
services or for the purchase, sale, lease or exchange of any property
is necessary and consistent with the public interest and that the pay-
ment made therefor, or consideration given, 1is reasonably based, in
part, upon the submission of satisfactory proof as to the cost to the
affiliated interest of furnishing the service or property and, in.
part, upor. the estimated cost the utility would have incurred if it

furnished the service or property with its own personnel and capital.

SECTION 10. AS. 42.05.711(h) is repealed and reenacted to rr d:

(h) The provisions of this chapter other than AS 42.05.221 -
42.05.251 do r.ot apply to a cooperative organized under AS 10.25, un-
less that cooperative elects to be subject to the provisions of this
chapter under the procedure described in AS 42.05.712. TA cooperative
organized und..i AS 10.25 may 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.

SECTION 11. AS 42.05.712 is amended to read:

(a) A utility or cooperative which may elect to be regulated

under [exempt from! the provisions of this chapter shall poll its

-12-
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subscribers or members 1in the manner described in this section.

(b) The votes of a majority of those voting in an election in
which at least 15 percent cf fbe eligible subscribers or members re-
turn ballots are required for a utility or cooperative to elect to be
regulated redemption] under (a) of this section.

(c) Each subscr. ber or member of the utility or cooperative shall
receive not-"co of rr. election under this section with the subscriber®s
or member®s regular bill for service at least 60 days before the date
set for the election. The notice shall contain impartial language
informing the subscribers or members that an election on the option of
deregulation or regulation by the Alaska Public Utilities Commission
will be held within 60 days and that a ballot to participate in that
election will be mailed or delivered to each subscriber or member of
the utility or cooperative with the regular bill for service. The
notice shall also state that a subscriber or member of the cooperative
is entitled to vote in the election without regard to whether the sub-
scriber®s or member®s account with the utility cr cooperative is cur-
rent and that the ballot must be postmarked or returned to the
commission within 30 days after it was mailed or otherwise delivered
to the subscriber or nenber. The notice shall also announce the
schedule for one or more public meetings which shall provide an oppor-
tunity for the subscribers or nenbors to discuss this election. The
public meeting or meetings shall be held not more than 30 days before
the ballots are mailed or distributed to those eligible to vote. A
cooperative may satisfy this requirement by including a discussion of

this election on the agenda of an annual meeting if the annual meeting

-13-
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is scheduled tc be held not more chan 30 days before the election.

(d) A ballot with return postage shall be mailed or delivered to
each subscriber or member ol: the utility or cooperative with the sub-
scriber®s or member*s bill for service arc® shall contain only the
following language:

"Shall (name of utility or cooperative) bo regulated "r
[exempt from regulation] by the Alaska Public Utilities

Commission?

f ] YES [ J to

(e) The results of an electicr under this section shall be certi-
ficd by the commission within 60 days after the ballots are mailed or
delivered to the subscribers or members.

ff) Turing the 60 days immediately preceding an election under
this section a list cf subscribers or members of the utility or cooper-
ative shall be made available at cost to any subscriber or member of
the utility or cooperative who requests ores. The list shall be in
the same form that is available to the utility or cooperative.

(@) The board of directors of a utility or cooperative may call
an election under this section on its own initiative and shall call an
election upon th2 receipt of a valid petition from its subscribers or
members. A petition shall be considered valid if it issigned by not
less than the number cf subscribers or members equax to ten percent of
the first 5,000 subscribers or members and three percent of the
subscribers or members in excess of 5,000. An election under this

section may only be held once every two years.

-14-
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(h) A ufili?ty [cr crcperativf " which is already exempt from regu-
lation under this section may dec. to terrirr.tc its exemption in the

same manner.

SECTION 12. A? t2.05.720 is amended to read:

(1) "affiliated interest™ includes:

(A) r person owning or holding directly or indirectly fiveper
cent or more of the voting securities of a public utilityengaged xn
intrastato business in this state;

(B) a person, other than those specified in (A) of this paragraph,
in a chair of successive ownership of five per cent or more of voting
securities, the chain beginning with the holder of the voting rrcvri-
tics of such public utility;

(C) a corporation five per cent or more of whose voting securities
are owned by a persor owning five per cent or more of the voting seeu-
rities of the public utility or by a person in such a chain of succes-
sive ownership of five per cent or more of voting securities;

(D) a corporation five per cent or more of whose voting securities
are owned or held by a public utility;

(E) a person with whom the public utility has a management or
service contract;

(F) a person who is an officer or director of such a public util-
ity or of a corporation in a chain of successive ownership of five per
cent or more of voting securities;

(G) a corporation which has one or more officers or directors 1in

common with a public utility;

-15-



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

(H) n person cr corporation who or which the commission determines
as a matter of fact, after investigation and hearing, actually is exer-
cising such substantial influence over the policies and actions of a
utility ir ccryv,action with one or more other corporations or persons
with whom they are related by ownership or blood, or by action in con-
cert, that together they are affiliateG with the utility within the
meaning of this section even though none of them alone is so affili-
nted;

(T) a person or corporation who or which the commission determines
as a matter of fact after investigation and hearing actually 1is exercis-
ing substantial influence over the policies and actions ofa utility
even though such influence 1is not based upon stockholdings, stockhold-
ers, officers ordirectors tc the extent specified in this section;

(2) "commission"™ means the Alaska Public Utilities Commission;

(3) "public" or "general public" means

(A) any group of 10 or more cur.toners that purchase the service
or commodity furnished by a public utility as defined in (?) of this
section; and

(B) any utility purchasing the product or service or paying for
the transmission of electric energy, natural ~ manufactured gas, or
petroleum products which are re-sold to a group included in (A) of
this paragraph or which fire used to produce the service or commodity
sold to the public by the utility;

(4) "publicutility” cr "utility"” includes every corporation
(whether pu”_lc, cooperative, or otherwise), company, individual, or

association of individuals, their lessees, trustees, or receivers

-16-
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appointed by the court, that owns operates, manages or controls any
plant, pipeline or system for

(A) furnishing, by generation, transmission or distribution,
electrical service to the public for compensation;

(B) furnishing telecommunications service to the public for ccm-
pensation;

(C) furnishing water, steam or sewer service to the public for
compensation;

(D) furnishing by transmission or distribution of natural or man-
uiactured gas to the Alaska public for compensation;

;E) furnishing for distribution or by distribution petroleum or

petroleum products to the Alaska public for compensation when the con-

suner has no alternative in the choice cf supplier of a comparable

product and service at an equal or lesser price;

(F) furnishing collection and disposal service of garbage, refuse,
trash or other waste material;

(5) "rate"™ includes each rate, toll, fare, rental, charge, or
other form of compensation demanded, observed, charged or collected hv
a public utility for itsservices;

(6) "service" means (unless the context indicates otherwise) every
commodity, product, use, Tfacility, convenience or other form of service
which is offered for and provided by a public utility for the ccn-
venience and necessity of the public;

(7) "tariff" means a rate, charge, toll, rule or regulation of a
utility relating to services furnished by the utility to the general

public for compensation and every map, page, adoption notice, inr.tru-
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merit or other document filed with the commission setting out the tprms
and conditions under which utility services are offered to the public:
[and instruments of concurrence and all other documents and data set-
ting out the terms of a utility"s business relations with another
utility insofar as they affect the general public either directly or
indirectly;1

(8) "telecommunications” means the transmission and reception of
messages, Impressions, pictures and signals by means of electricity,
electromagnetic waves and any other kind of energy, force variations
or impulses whether conveyed by cable, wire, radiated through space,
or transmitted through ether media within a specified area or between

designated points.

SECTION 13. This Act takes effect June 1, 1985.

-1P-



APUC Comments on Proposed Statutory Revisions
AS 42.05.711(F)(1),(2),(3), & (4

(See attached for full text of proposed revisions)

Impact:

* The proposal 1is flawed because it does not allow for
public input and does not accomplish its intended goal.

Comments: 7*

Ilhe Commission/\agrees that the requirement to frequently file rate
cases Is burdensome on small utilities. However, in lieu of pro—
posed legislative action at this time, the Staff of the Alaska
Public Utilities Commission recommends being given the opportunity
to formulate solution options to be presented to the Commission.
The Commission, under its authority to promulgate regulations,
would then have the opportunity to evaluate the relative merits of
these options as well as to accept public comment in an open forum
prior to selecting the optimum approach. As an example of a pos—
sible solution option, the Commission Staff presents the following
outline of a variable tariff concept:

Telephone, Electric, Kat”r and Sewer public utilities that serve
less than 750 customers and gross less than $ 1,000,000 in reve—
nues would be given the option of seeking rate relief through
variable rate tariffs. Under this proposal, instead of filing
supporting information for increased rates as required by 3 AAC
48.275 (i.e., the current rate case requirements), qualifying
utilities could support their need for increasing rates by sub-—
mitting a comparison between actual fiscal performance during the
previous year and the revenue requirement that was approved in the
previous rate case. Revenue deficiencies 1identified in this
manner should then be supplemented with operating and capital
budgets that would 1identify anticipated changes 1in revenues,
expenses and caoital requirements 1in the impending year. At
intervals not exceeding once every five years, the Commission may
require such utilities to fully support their rate requests per

3 AAC 48 .2'75.

To achieve and maintain eligibility for this rate relief option,
utilities must have timely complied with the filing requirement of
their annual reports, must maintain current tariffs and must meet

the Commission®s service and safety standards.
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Introduced:
Referred:

IN THE BY

BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "

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

SECTION 1. AS 42.05.091. Compensation, (a) Members of the com—
mission are in the exempt service and are entitled to a monthly salary
equal to Step C, Ran,;e 26 of the salary schedule in AS 39.27.011(a)
for Juneau, Alaska.

------ "hX A salary warrant may not be 1i.".sued to a commissioner "intil
the cpmmJ ssiopen has fi/ecKwith 1mA§s\xue officer-dAsig;atec/ti issue
salary w? vrants \n affidavit that no matter r,Oferred\to the cdmmis-

sioi/pr foh/opinion op decision bSS heed uncompleted or\Undecided by

theV commissioner for a perioV"of mere six months. (
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SECTION 2. AS 42.05.141 1is amended to read:

The Alaska Fublic Utilities Commission may

(1) regulate every public utility engaged or proposing to engage
in such a business inside the state, except to the extent exempted by
AS 42.05.711 [and the power of the commission shall be~jli-fcerally®con-
strued. to accomplish its stated purpose.];

(2) investigate, upon complaint or upon its own notion, the
rates, classifications, rules, regulations, practices, services and
facilities of a public utility and hold hearings on them;

(3) make or require just, fair and reasonable rates, classifica-
tions, 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 utility to file reports and other
information and data;

(6) appear personally or by counsel and represent the interests
and welfare of the state in all matters and proceedings involving a
public utility pending before an officer, department, board,
commission or court of the state or of another state or the United
States and to intervene in, protest, resist, or advocate the granting,
denail or modification of any petition, application, complaint or
other proceeding;

(7) examine witnesses and offer evidence in any proceeding
affecting the state and initiate or participate in judicial
proceedings to the extent necessary to protect and promote the

interests of the state.
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(b) The commission shall perform the duties assigned to it under
AS £4.83.162.

(c) Ir. the establishment of electric service rates under this
chapter the commission shall promote the conservation of resources
used in the generation of electric energy.

(d) Notwithstanding any other provision to the contrary, none of
the general powers and duties or the eor-mlssler operate to divest the
board of directors of a cooperative organized under AS 10.25 from
exercising management authority for the conduct of that cooperative®s

affairs.

SECTION 3. AS 42.05.221 is amended to read:

(a) A public utility may not operate and receive compensation for
providing a commodity or service aftcn January 1, 1971 without Ffirst
having obtained from the rommission under this chapter a certificate
declaring that public convenience and necessity require or will
require the service. Where a public utility provides more than one
type of utility service, a separate, certificate of ccrverience and
necessity is required for each type. A certificate shall describe the
nature and extent of the authority granted in it, including, as
appropriate for the services involved, a description of the authorized
area and scope of operations of the public utility.

(b) All certificates of convenience and necessity issued to a
public utility before July 1, 1970 remain in effect but they are sub-

ject to modification where there are areas of conflict with public
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utilities that have not previously been required to have a certificate
or where there 1is a substantial change in circumstances.

(¢) A certificate shall be issued to a public utility which was
not required to have one before July 1, 1970, ana which 1is reauired to
have one after that date, if it appears to the corar.isr.ion that the
utility was actually operating in good faith on that date. Such a
certificate is subject to modification where there are areas of o.on-
flict with other public utilities or whore there has been a substar-
tial charge 1in circumstances.

(d) In an area where the commission determines that two or more
public utilities are competing to furnish identical utility service
and that this competition 1is not in the public interest, the
commission shall take appropriate action to eliminate the competition
and any undesirable duplication ol: facilities. This appropriate
action may include, but is not limited to, ordering the competing
utilities to enter into a contract that, among other things, would:

(1) delineate the service area boundaries of each in these areas
of competition;

(2) eliminate existing duplication and paralleling to the fullest
reasonable extent;

(3) preclude future duplication and paralleling;

(4) provide for the exchange of customers and facilities fcr the
purposes of providing better public service and of eliminating
duplication and paralleling; and

(5) provide such ether mutually equitable arrangements as would

be in the public interest.
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ane
(e) The commission may employ professional consultants to assist
it in administering the provisions nf this section and may apportion
the expenses relating to this ad%gnistration among the competing
futilities] involvedf_jTjincluding but not limited to
utilities, commission staff and consumer intervenors, other than

individual consumers.

SECTION 4. /3 42.05.291 shall be amended as follows:

(a) Each public utility shall furnish and maintain adequate,
efficient and safe service and facilities. This service shall be
reasonably continuous and without unreasonable interruption or delay.

(b) Subject to the provisions of this chapter and the regulations
or orders of the commission, a public utility may establish reasonable
rules and regulations governing the conditions under which it will
render service.

(c) Except in the case of a cooperative organised under AS 10.25,
[T]_the commission may, upon its own motion or upon complaint”® after
providing reasonable notice and opportunity for hearing, adopt as to
service srd facilities, including the crossing cf facilities, just and
reasonable standards, classifications, regulations, nr.d practices to
be furnished, 1imposed, observed, and followed by public, utilities;
adopt adequate and reasonable standards for the measurement of auantity,
quality, pressure, initial voltage, or other conditions pertaining to
the supply of the service of public utilities; adopt reasonable regula—
tions for the examination and testing of the service, and for the

measurement of it; adopt or approve reasonable regulations, specifica-
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tions, and standards to secure the accuracy of meters arc appliances
for measurement; and provide for the examination and testing of appli-
ances used for the measurement of a service of a public utilitv. In
doirg so, the commission shall conform to tho standard practices of
the 1industry.

(dl In the case of a cooperative organized under AS 1C.25. the
commission may, upon the written petition of 15 percent of the coopera-
tivo membership, after providing reasonable notice and opportunity for
hearing, adopt os to service, and facilities, including tho crossing of
facilities, just ar.c reasonable standards, classifications, regulations,

and practices to he furnished, imposed, observed, and rollowed by pub .ic

utilities; adopt arieouate and reasonable standards. for the measurement

of quantity, quality, pressure, inltia.l voltage, or other conditions
pertaining to the supply of the service of public utilities; adept
reasonable regulations for the examination and testing of the service,
and for the measurement of it; adopt or approve reasonable regulations,
specifications, and standards to secure the accuracy of meters and
appliances for measurement; and provide for the examination and testing
of appliances used for the measurement of a service of a public utility.
In doing so, the commission shall conform to the standard practices of
the industry.

f()] (e) If the commission, upon its own motion or upon complaint,
after providing reasonable notice and opportunity for hearing, firds
that the services or facilities of a public utility are unreasonable,
unsafe, 1inadequate, insufficient, or unreasonably discriminatory, or

otherwise in violation of this chapter, the commission shall prescribe,
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by regulation or order, the reasonable, safe, adequate, sufficient
service, or facilities to be observed, furnished, enforced, or employed,
including all repairs, changes, alterations, extensions, substitutions,
or improvements 1in facilities that are reasonably necessary and proper

for the safety, accommodation, and convenience of the public.

SECTION 5. AS A2.05.3HI 1is amended to read:

(a) All rates demanded or received by a public utility, or by any
two or more public utilities jointly, for a service furnished or to be
furnished shall be just and reasonable; however, a rate may not
include an allowance for costs of political contributions, or public
relations except for reasonable amounts spent for

(1) energy conservation efforts;

(2) public information designed to promote more efficient use of
the utility"s facilities or services or to protect the physical plant
of the utility;

(3) informing shareholders and members cf a cooperative of meet-

ings of the utility and encouraging attendance; or

(A) emergency situations to the extent and under the
circumstances authorized by the commission for good cause shown.

(b) In establishing the revenue requirements of a municipally
owned and operated utility the municipality is entitled to Include a
reasonable rate of return.

(c) In establishing the revenue requirement of a cooperative
organized under AS 10.25 the commission shall, upon application of the

cooperative, allow the cooperative to, without further filing, adjust
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[tc; J (.c; A utility, weather subject to regulation by the comiris-
sion or exempt from regulation, may not charge a fee for connection
to, disconnection from, or transfer of services in an amount 1in excess
of the actual cost to the utility of performing the service plus a
profit at a reasonable percentage of that cost not to exceed the per—
centage established by the commission by regulation.

r(d)] (e) A utility shall provide for a reduced fee or surcharge
for standby water for fire protection systems approved under AS

18.70.081 which use hydraulic sprinklers.

SECTION 6. AS 47.05.421 1is amended to read:

(a) When a tariff filing is made containing a new or revised
rate, classification, rule, regulation, practice, or coriition of
service the commission may, either upon written complaint or upon its
own motion, after reasonable notice, conduct a hearing to determine
the reasonableness and propriety of t1™ f 1 ~
hearing the commission may, by order
action, suspend the operation of the

(1) [an initial] a period not longer than six months beyond the
time when it would otherwise go into effect if the annual gross reve—
nues of the utility making the filing are more than $3,000,000; and

(2) not longer than 150 days before an interim rate equal, to the

requested new rate goes into effect and not longer than one year
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before a permanent rate goes into effect if the annual gross revenues
of the utility making the filing are $3,000,000 or less.

(3) failure by the commission to issue a final order or. a tariff

/A
filing within months of the filing will result in the tariff filing
requestpH poing into effect on a permanent basis.

(b) An order susperdlrg n tariff filing may be vacated if, after
investigation, the commission finds that it ir. ir. all respects proper.
Otherwise the commission shall hold a hearing on the suspended filing
and issue its order, before the end of the suspension period,
granting, denying or modifying the suspended tariff in whole or in
part.

(c) In the caser a proposed increased rate, the commission may
by order require the interest public utility or utilities to place in
escrow in a financial institution approved by the commission alu® keep
accurate account of all amounts received by reason of the increase,
specifying by whom and in whose behalf the amounts are paid. Upon
completion of the hearing and decision the commissirr may by order
require the public utility to refund to the persons in whose behalf
the amounts were paid, that portion of the increased rates which was
found to be unreasonable or unlawful, funds may not be released from
escrow without the commission®s prior written consent and the escrow
agent shall be so instructed by the utility, in writing, with a copy
to the commission. The utility may, a.t its expense, substitute a bond
in lieu of the escrow agreement.

(d) Or.e who initiates a change in existing tariffs shall bear the

burden to prove the reasonableness of the change.
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SECTION 7. as 42.05.431 is amended to read:

(a) When the commission, after an investigation and hearing,
finds that a rate demanded, observed, charged nr collected by a public
utility for a service, subject to the jurisdiction of the commission,
or that a classification, rule regulation, practice, or contract
affecting the rate, 1is unjust, unreasonable, unduly discriminatory cr
preferential, the commission shall determine a just and reasonable
rate, classification, rule, regulation, practice, or contract to be
observed or allowed and shall establish it by order. A municipality
may covenant with bond purchasers regarding rates of a municipally
owned utility, and the covenant is valid and enforceable and is

considered to be a contract with the holders from time to time of the

bonds. The financial novenfpts contained in mortgages and other debt
instruments of cooperative utilities organised ur.der AS 10.25 are
likewise valid and enforceable, and rates set by the commission must
be adequate to meat those covenants. Municipal utilities and
cooperative utilities organized under AS 10.25 shall file an
informational copy of debt instruments affecting rates tith the
commission upon execution.

N (b) The commission may not alter, change, modify or amend whole-
sale power agreements after they are in effect. c

o" 1
(c) Permanent rates approved by the commission shall not be sub-

jfc-t to refund.

-10-
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SecTION 8. AS 42.05.461 is amended tn read:

The coirj.iisr.iop irav require a public utility to e ~ablish,
provide, ar.d maintain as a part of its system of accounts, continuing
property records segregated by the year of placement 1in service
including a list or inventory rf all the units of tangible property
used or useful in the public service” fshewing the current location of
the property units by definite, reference to the specific land parcels
upon which the units are located or stored. The commission may
require a public utility to keep accounts and records 1in such, a manner
as to show, currently, the original cost of the property when first
devoted to the public service, and the related reserve for
depreciation.] Each public utility with annual revenues exceeding

$100,000 shall keep continuing property records.

SECTION 9. AS 42.05.511 is amended to read:

(a) [The commission may investigate the management of npublic
utility,] Tr. a rate proceeding, the commission has the hurdon of prov-
irg that the management practices of a public utility, including but
not limited to staffing patterns, wage and salary scales and
agreements, investment policies and practices, purchasing and. payment
arrangements with affiliated interests [for the purpose of

\
determining] are inefficient nr unreasonable practices which adversely
affect the cost or quality of service of the public utility.

(b) Where unreasonable practices are found to exist, the commis-

sion may, after providing reasonable notice and opportunity for

hearing, take appropriate action to protect the public from the

-11-
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inefficient or unreasonable practices and may order the public utility
to take the corrective actior the commission may require to achieve
effective development and regulation of public utilitv services.

(c) In a rate proceeding the utility involved has the burden of
proving that any written or unwritten contract or arrangement it may
have with any of its affiliated interests for the furnishing of anv
services or for the purchase, sale, lease or exchange of any property
is necessary and consistent with the public interest and that the pny-
ment made therefor, or consideration given, 1is reasonably based,, in
part, upon the submission of satisfactory proof as to the cost to the
affiliated interest of furnishing the service or property and, 1in
part, upon the estimated cost the utility would have incurred if it

furnished the service or property with its own personnel and capital.

SECTION 10. AS. 42.05.711 "/ is repealed and reenacted to rend:
(h) The provisions of this chapter other than AS 42.05.221 -
42.05.251 do not apply to a cooperative organized under AS 10.25, un-
less that cooperative elects to be subject to the provisions of this
chapter under the procedure described in AS 42.05.712. [A cooperative
organized under AS 10.25 may elect to be exempt from the provisions of
2-1/

this chapter, other than AS 42.05.221 - 42.05.7?fH, under the procedure

described in AS 42.05. 712J

SECTION 11. AS 42.05.712 1is amended to read:
(€)) A utility or cooperative which may elect to be regulated

under [exempt from] the provisions of this chapter shall poll its

-12-
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subscribers or nenbors ir. the manner described in this section.
(b) The votes of a majority of those.voting in an election ir.
which at least 15 percent of the eligible subscribers or members re-
turn ballots are required for a utility or cooperative to elect to be
regulated redemption] under (a) of this section.

(c) Each subscriber or member of the utility or cooperative shall
receive notice of nr. election under this section with the subscriber®s
or member®s regular bill for service at least 60 days before the date
set for the election. The notice shall contain impartial language
informing the subscribers or members that an election on the option of
deregulation or regulation by the Alaska Public Utilities Commission
will be held within 60 days and that a ballot to participate in that
election will be mailed or delivered to each subscriber or member of
the utility or cooperative with the regular bill for service. The
notice shall also state that a subscriber or member of the cooperative
is entitled to vote .in the election without regard to whether the sub-
scriber®s or member®s account with the utility or cooperative 1is cur-
rent and that the ballot must be. postmarked or returned to the
commission within 30 days aft.r it was mailed or otherwise delivered
to the subscriber or nenber. The notice shall also announce, the
schedule for one or more public meetings which shall provide an oppor-
tunity for the subscribers or members to discuss this e.lection. The
public meeting or meetings shall be held not more than 30 days before
the ballots are mailed or distributed to those eligible to vote. A
cooperative may satisfy this requirement by including a discussion of

this election on the agenda of an annual meeting if the annual meeting

-13-
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is scheduled to be held not more than 30 days before the election.

(d) A ballet with return postage shall be mailed or delivered to
each subscriber or member of the utility or cooperative with the sub-—
scriber®s or member®s bill for service and shall contain only the
following language:

"Shall (name of utility or cooperative) be regulated by

[exempt from. regulation] by the Alaska Public Utilities

Commission?

L 1 yes [ 1 to

(e) Theresults of an election under this section shall becerti—
fied by the commission within 60 days after the ballots are mailed or
delivered to the subscribers or members.

(f.) Turing the 60 days immediately preceding an election under
this section a list cf subscribers or members of the utility or cooper—
ative shall be mode available at cost to any subscriber or member of
the utility or cooperative who requests ones. The 1list shall be in
the same form that 1is available to the utility or cooperative.

(@) The board of directorsof a utility or cooperative may call
an election under this section on its own initiative and shall call an
election upon the receipt of a valid pecition from its subscribers or
members. A petition shall be considered valid if it issigned by not
less than the number cf subscribers or members equal to ten percent of
the first 5,000 subscribers or members and three percent of the
subscribers or members in excess of 5,000. An electionunder this

section may only be held once every two years.

-14-
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(h) A utility [cr cooperative] which is already exempt from regu-

lation under this section may elect to torr?"rr.tc its exemption in the

same manner.

SECTWON 12. AS 47?.P5,720 1is amended to read:

(1) "affiliated interest” includes:

(A) «@ person owning or holding directly or indirectly five per
cent or more of the voting securities of a public utility engaged in
intrascato busirrss in this state;

(B) a person, "ther than those specified in (A) of this paragraph,
in a chair of successive ownership of five per cent or more of voting
securities, the chain beginning with the holder of the voting srevri-
tics of such public utility;

(C) a corporation five per cent or more of whose voting securities
are owned by a persor owning five per cent or more of the voting secu-
rities of the public utility or by a person in such a chain of succes-
sive ownership of five per cent or more of voting securities;

(D) a corporation five per cent or more of whose voting securities
are owned or held by a public utility;

(E) a person with whom the public utility has a management or
service contract;

(F) a person who is an officer or director of such a public util-
ity or of a corporation in a chain of successive ownership of five per
cent or more of voting securities;

(G) a corporation which has one or more officers or directors in

common with a public utility;

-15-
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(H) n person or corporation who or which the commission determines
as a matter of fact, after investigation and hearing, actually is exer-
cising such substantial influence over the policies r.rd actions of a
utility ir conjunction with one or more other corporations or persons
with whom they are related by ownership or blood, or by action in con-
cert, that together they are affiliatec with the utility within the
meaning of this section even though none of them alone is so affiJ.i-
ated; or

(1) a person or corporation who or which the commission determines
as a matter of fact after investigation and hearing actually 1is exercis-
ing substantial influence over the policies and actions of a utility
even though such influence is not based upon stockholdings, stockhold-
ers, officers ordirectors to the extent specified in this section;

(2) "commission™ means the Alaska Public Utilities Commission;

(3) “public™ or "general public™ means

(Al any group of 10 or more customers that purchase the service
or commodity furnished by a public utility as defined in (2) of this
section; and

(B) any utility purchasing the product or s .-rvice or paying for
the transmission of electric energy, natural or manufactured gas, or
petroleum products which are re-sold to a group included in (A) of
this paragraph or which are used to produce the service or commodity
sold to the public by the utility;

(4) "publicutility” or "utility"” includes every corporation
(whether public, cooperative, or otherwise), company, individual, or

association of individuals, their lessees, trustees, or receivers
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appointed by the court, that owns operates, manages or controls any
plant, pipeline or system for

(/) furnishing, by generation, transmission or distribution,
electrical service to the public for compensation;

(B) furnishing telecommunications service to the public for cc.m-
pensation;

(C) furnishing water, steam or sewer service to the public for
compensation;

(D) furuinhlrg hv transmission or distribution of natural or man-
uiactured gas to the Alaska public for compensation;

(E) furnishing for distribution or by distribution petroleum or
petroleum products to the Alaska public for compensation when the con-
sur.cr has no alternative 1in the choice of supplier of a comparable
product and service at an equal or lesser price;

(F) furnishing collection and disposal service of garbage, refuse,
trash or other waste material;

(5) "rate" includes each rate, toll, faro, rental, charge, or
other form of compensation demanded, observed, charged or collected by

a publicutility for its services;

(6) "service” means (unless the context indicates otherwise) every
commodity, product, use, facility, convenience or other form of service
which isoffered for and provided by a public utility for the con-
venience and necessity of the public;

(7) "tariff" means a rate, charge, toll, rule or regulation of a
utility relating to sei”ices furnished by the utility to thegeneral

public for compensation and every map, page, adoption notice, 1ir.stru-
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ment or other document filed with the commission setting out the terms
and conditions under which utility services are offered to the public;
£?2nc* instrumentR <* concurrence and all other documents and data set-
ting out the terms of a utility"s business relations with another
utility insofar as they affect the general public either directly or
indirectJyJ

(8) "telecommunications”™ means the transmission and reception cf
messages, 1impressions, pictures and signals by means of electricity,
electromagnetic waves and any other kind of energy, force variations
or impulses whether conveyed by cable, wire, radiated through space,
or transmitted through ocher media within a specified area or between

designated points.

SECTION 13. This Act takes effect June 1, 1985
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