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AFFIDAVIT OF JACK W. JOHNSON

STATE OF ALASKA )
) s s •

THIRD JUDICIAL DISTRICT )

I, JACK W. JOHNSON, bieng duly sworn uDon his oath, deposes and
says:

1. I am a resident of Anchorage, Alaska, residing at 3434 Wentworth 
Street, 99507. I am 67 years of age, and have lived in Alaska 
42 years.

2. I have known Mr. Jack Moore since 1969 when he was on a contract 
with Trans Alaska Pipeline Service Company and was working
on establishing tne pipeline route and the terminal site at 
Valdez.

3. In 1980 I worked with Mr. Moore on two projects authorized
by Legislative Affairs to study the feasibility of extending the 
railroad from Eieison Air Force Base throuqh Canada to the 
Eastern United States and the utilization of North Slope 
natural gas.

In the course of these studies I found Mr, Moore to be extremely 
abundant with facts, figures and people's names. Regarding 
oil, gas and othAr national resources, I assumed that his 
accuracy level was above average, but probably not correct 
on all counts. After traveling through Canada and meeting with 
the Government Representatives and their in house experts on 
hard and soft minerals and discussing by name the key people in 
various mining and gas and oil development in the Yukon Territory, 
British Columbia and then Ontario, I was amazed that not once 
was Mr. Moore's figures, locations or key people's positions 
ever corrected or challanged and I developed a tremendous respect 
for his retentive memory and past accomplishments in pipeline 
construction.

4. As a friend, I have continued a relationship with Mr. Moore 
over the years and have witnessed his efforts to establish 
privately held gas distribution systems in several potential 
areas in Alaska that would create employment and reduce basic 
living costs.

5. If Mr. Moore's recommendations on the railroad and utilization 
of North Slope natural gas had been effected as proposed, their
beneficial results to Alaska would be very evident at this time.

•. .

DATED ai AngJjor.age, Alaska this 29th d a y ^ £ ^ p H L - 4 9 8 E

~  , TJ t ;; 1 i JOHNS!

StjBSCfa&Efi' AND • SWORN to befor^me-tT$£..29th day of April, 1988.
’ •' **’ v (/■- ^   ________

tfriwWTraTKr
Commlssion Exolresi 6/27YS0



Phone: (907) 852-2811, Ext. 219 Harold J. Currin, Attorney

W O R T H  S L O P E  B O R O U G H

P.O. Box 69 
Barrow, Alaska 99723

LAW OFFICE

O C T  81988

October 3, 1986

Mr. D. J ,  Moore 
D. J ,  Moore Corporation 
1406 Zarvis Place 
Anchorage, AK 99508
Dear Mr. Moore:

Th is le tte r will memorialize our telephone conversation o f October 3, 
1986. In th a t conversation I read you Informal Opinion 86-11 with rega rd  to 
your request fo r a franch ise , That opinion is enclosed herew ith.

The basic conclusion of the opinion is th a t i f  D, J .  Moore Corporation 
se rve s the Serv ice Area #10 Facility at Prudhoe Bay, It will be a public
u tility  subject to the requirement that It obtain a Certifica te  o f Public Conve­
nience and Necessity from the Alaska Public U tilities Commission. I f  such a
perm it Is requ ired , the Borough may not g ra n t a franch ise to D. j .  Moore
Corporation to perform the serv ices covered by the C ertifica te  o f Public
Convenience and Necessity, It is my opinion and the Borough's position th a t 
operation of the gas d istribu tion  system  you propose, in the manner you 
proposed, will requ ire the participation and approval of the Alaska Public Utilities Commission.

You indicated that you have received opinions to the con tra ry  on th is 
point. The Borough would certa in ly be In te rested  In review ing any legal 
memoranda add ressing th is point,

I hope th is  le tte r and the attached opinion answer the questions you 
have raised and help form the basis fo r fu tu re  planning on your p a rt. I f  
you have any questions or wish to d iscuss th is matter fu r th e r , please do not hesita te to call or w rite,

S incere ly ,
/

David R. Weber 
A ss is ta n t Borough A tto rney 
North Slope Borough

DRW/kl 
Enclos' •' 
L17



Mr. D.J. Moore, President 
D.J. MOORE CORPORATION 
157 4 "G" Street 
Anchorage, Alaska 99501

Dear Mr. Moore:

Pursuing an alternative energy source to meet the increasing 
fuel needs here on the Njrth Slope is high priority in this admini­
stration,

I would like to thank you for the time that you have spent in 
meetings and on the phone with the staff of the Utility "Depart­
ment. I can assure you that all the information that has been 
supplied has been of great value.

Any further information that is needed regarding this subject 
will be from Mr. Rex Okakok, Special Assistant, Mayor's Office.

Sincerely,

J
Acting Manager, Public Utilities 

/be

cc: Rex Okakok, Mayor's Office
Jerry Cogdill, Acting Asst, Manager, Public Utilities 
Piles (3)

' W ,<* v V\< - \ *■V5 C> *■ N C ^ v. v-y X 0.  ̂ (

Oept. o f Public Utilities • P.O . Box 69. Sarrow. AK 89773 . P>.nn« fOflTI Bc*i
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f i l e d  and t h e r e  a r e  s i g n i f i c a n t  d i f f e r e n c e s  i n  t h e  c o n s t r u c t i o n  
c o s t s ,  e x p e n s e s ,  and r e v e n u e s  o f  t h e  c om pe t in g  a p p l i c a n t s .  NGI 

a p p e a r s  t o  have a much low e r  c o n s t r u c t i o n  c o s t  th an  does  

P o l e s t a r .  C„hedule 3, p age  2 o f  2, shows NGI 's  o r i g i n a l  c o s t  o f  

$ 1 ,2 4 0 ,0 0 0 ,  w h i l e  P o l e s t a r  shows an o r i g i n a l  c o s t  o f  $ 2 ,8 6 0 ,0 0 0 .
I t  would be i n  t h e  C om m is s io n ' s  i n t e r e s t  t o  have  b o th  a p p l i c a n t s  
a b l e  t o  e x p l a i n  t h e  d i f f e r e n c e s .  T h i s  r e q u i r e s  r e s e a r c h  by b o t h  
a p p l i c a n t s .  NGI h as  u n d e r t a k e n  t h a t  r e s e a r c h .  The r e s u l t s ,  
howeve r ,  w i l l  n o t  be  a v a i l a b l e  i n  t im e  t o  f i l e  p r e f i l e d  t e s t im o n y  

and a p p l i c a t i o n  amendments on A p r i l  29, 1988. In  a d d i t i o n ,  t h e r e  
a r e  many o t h e r  s i g n i f i c a n t  d i f f e r e n c e s  i n  t h e  two a p p l i c a t i o n s  
t h a t  NGI i s  p r e s e n t l y  s t u d y i n g  and n eed s  more t im e  t o  r e v i ew  i n  

o r d e r  t o  d e t e rm in e  w h e t h e r  i t s  a p p l i c a t i o n  n e ed s  t o  be amended 
and t o  i n fo rm  t h e  Commiss ion o f  t h e  r e a s o n s  f o r  NGI 's  c o n ­
c l u s i o n s .  These i n c l u d e :  t h e  e s t im a t e d  r e v e n u e s  wh ich  P o l e s t a r  
shows a t  $2 ,342 ,000 and NGI 3hows a' . $7 81 ,0 00; t h e  l e v e l  o f  
o p e r a t i n g  e x p e n s e s  wh ich  P o l e s t a r  shows a t  $ 1 ,580 ,000  and NGI 
shows a t  $523,000 and many o t h e r  d i f f e r e n c e s .  E s s e n t i a l l y  t h e

i
t im e f r am e s  s e t  by O rd e r  No, 5 a r e  u n r e a l i s t i c  u n d e r  t h e  p r e s e n t

i

c i r c u m s t a n c e s  t o  e n s u r e  t h a t  t h e  Commiss ion has  an a p p r o p r i a t e
Ii

r e c o r d  and t h a t  a l l  p a r t i e s  a r e  t r e a t e d  f a i r l y  w i t h  r e s p e c t  t o  (
t

t h e i r  b u rd en  o f  c o n v i n c i n g  t h e  Commiss ion t h a t  t h e i r  a p p l i c a t i o n
i

s h o u ld  be a p p ro v e d .

NGI i s  r e l u c t a n t  t o  f i l e  t h i s  P e t i t i o n  f o r  C o n t i n u a n c e  !
j

b e c a u s e  i t  h a s  g e n e r a l l y  t a k e n  t h e  p o s i t i o n  t h a t  t h i s  Commission i 

s h o u ld  g r a n t  a c e r t i f i c a t e  f o r  t h i s  s e r v i c e  a r e a  a s  soon as

P e t i t i o n  f o r  C o n t i n u a n c e  
Page 3 o f  5
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THE ALASKA PUBLIC UTILITIES COMMISSION

STATE OF ALASKA

B e fo r e  C om m is s io n e r s : Susan M, Knowles , Chairman 
C a ro ly n  S. Guess 
Lou is  E, Agj.
K a th l e e n  L. W h i t e a k e r  
P e t e r  Soko lov

In  t h e  M a t t a r  o f  t h e  F i l i n g  o f  an 
A p p l i c a t i o n  by NORGASCO, INC . ,  f o r  
a C e r t i f i c a t e  o f  P u b l i c  C onven ience  
and N e c e s s i t y  t o  O p e r a t e  a s  a 
N a t u r a l  Gas U t i l i t y  In  and Around 
t h e  P rudhoe  B ay /D eadho r se  Area

U-87-70

AFFIDAVIT OF RAYMOND R. LATCHEM

I ,  RAYMOND R. LATCHEM, b e i n g  f i r s t  d u l y  swo rn ,  d epo s e  
and s t a t e  as  f o l l o w s ,

1. I am t h e  V ice  P r e s i d e n t  o f  O p e r a t i o n s  o f  N o rg a s co ,  
I n c .  ( "N G I " ) , t h e  a p p l i c a n t  i n  t h e  a b o v e - c a p t i o n e d  m a t t e r ,

2. I t  i s  NGI’ s o p i n i o n  t h a t  i t  i s  n o t  possib le -- . - to 
c om p l e t e  c o n s t r u c t i o n  o f  t h e  p r o p o s e d  n a t u r a l  g a s  s y s t em  i n  t h e  
s e r v i c e  a r e a  t h i s  c o n s t r u c t i o n  s e a s o n .  In o r d e r  t o  h ave  c om p l e t ­

ed t h a t  c o n s t r u c t i o n  i t  would  have b een  n e c e s s a r y  f o r  t h e  Commis­
s i o n  t o  have  g r a n t e d  a C e r t i f i c a t e  b e f o r e  A p r i l  1, 1988. T h i s  
a p p e a r e d  p o s s i b l e  t o  NGI i f  no o t h e r  com pe t in g  a p p l i c a t i o n  was 
f i l e d  by F e b r u a r y  22, 1988, t h e  d a t e  t h e  Commission s e t  a s  a 
d e a d l i n e  f o r  compe t ing  a p p l i c a n t s .  S i n c e  t h a t  d a t e  was c o n t i n u e d  

t o  A p r i l  1, 1988, i t  a p p e a r e d  t h a t  i f  a compe t in g  a p p l i c a t i o n  was 
f i l e d  on t h a t  d a t e  t h e  Commission c o u ld  n o t  p o s s i b l y  i s s u e  a

A f f i d a v i t  o f  Raymond R, Latchem 
Page 1 o f  2

1



PPL 2 9  ' 3 8  1 2 : 4 3  L IO  -  ANCH 2 7 7 - 6 1 1 2  P . 1 0 / 1 0

AFFIDAVIT OF ROBERT E. DROEGE

I, Robert £. Droege, being first duly sworn upon his oath, deposes 
and says:

1. I am a resident of Anchorage, Alaska, residing at 2437 
Ingra St., 99508. I am 63 years of age, and have lived 
in Anchorage since 1948.

2. I have known Mr. Jack Moore since the fall of 1975, when 
he was engaged as a consultant on a mining ventrue in 
which I was involved.

3. In January 1983, I went to Juneau, Alaska, as a Finance 
Committee Aide to Senator Josephson. During the years 
1983 and 1984, Mr. Moore requested the assistance of 
Senator Josephson's office in the dissemination of infor­
mation, relative to the oossibilities of providing 
natural gas and resultant savings In various northern 
communities. Mr. Notti, then Commissioner of Community 
and Regional Affairs was especially Interested since
the then current costs of fuel oil could be reduced 
dramatically.

4. The interest by Senator Ferguson had led to Mr. Notti
and was such that he arranged meetings with Gov. Sheffield 
who immediately recognized the benefits( to the State and 
it's citizens. The Governor directed his Commissioner 
of Natural Resources to Investigate the exciting potential.
It may have been any number of factors, which occurred 
during this time frame, but the net result was no fur­
ther contact with Commissioner Wunnlcke.

5. Mr. Moore has a long history in Alaska, predating the
building of the oil pipeline from Prudhoe Bay; on which he
played no small part, since 1t was he who pioneered the 
eventual routing to Valdez, while under a consulting con­
tract with Bechtel Corporation. He also has supplied an 
Energy Study with recommendations to the Legislature. His 
rapport with officials 1n Canada paved the way for acquiring 
information and tentative agreement to the then desired 
extension of the Alaska Kail road, for a t1e-in to State­
side markets and less expensive frelgi t costs.

6. Mr. Moore 1s no Johnny-come-lately to the Alaskan scene;
and no stranger to the Natural Gas Pipeline business, since 
he has had the experience of installing and operating over 
twenty-five systems in Northern Climates.

Dated at. AflfCJibra’ge, .Alaska this 28th day of April 1988.r':- o' / j ,

/.<. . / / / j / ^
\ '• - r ^ Robert: E7~tiradge "s

SUBSCRIBED AND SHORN to befo)»e'me1 |biy(-s 29th day of April, 1988.

II —ZI________
   Nnta*» ja wi a .



R E Q U E S T : ______________________

S T A T E  O F  A L A S K A
1988 L E G IS L A T IV E  S E S S IO N

BILL VERSION: SR^ 7
PUBLISH DATE : S/o  I /ft'&

FISCAL NOTE
Revision Date: ___________________________
Title: E x e m p t i ' i q  u t i l i t i e s  w i t h  no m o r e  
t h a n  #00 . s u b s c r i b e r s  from r e g u l a t i o n  
S po . i s o r : F a  I k s
Requestor:_________________________________

Agency Affected: Conmerce & Economic Developmen 

BRIJ: APUC____________________________

Components : Operations_______________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 :...\9 0 0 0 0
n .. _.n 0 . . . .  .cc 0 0
n n 0 n 0 0
n n n n n

0 n 0 - n
0 0 0 U
n n n 0 0 0
n n . n n 0 0

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 6 ■ 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0 0 0 0 0 0

0 0 0 0 0 0
n n 0 0 .. 9 ..... 0

n ft ft n n,

POSITIONS:

FULLTIME
PART-TIME
TEMPORARY

0 0 0 0 0 0
0 n n 0 n 0

___ 0---- n n 0 .. Q... .. , .0,

K/ /ANALYSIS : (Attach a separate page if necessary)
if enacted, this hill appears only to impact one specific gas distribution service 

/ \  area application currently pending and it is not anticipated to generate any long 

I term workload reduction.

Prepared by: T.S. M o n i n ski, II E x e c u t i v e  D i r e c t o r  phone
Division . A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n   D ate:

Approved by Commissioner:
Agency: C o m m e r c e  &

Distribution (by preparer): 
Legisladve Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

276-6222
2/23/88
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Alaska State Legislature
SENATE 

Office of the President
P.O. Box V 

State Capitol 
Juneau, Alaska 99811 

(907) 465-3755

MEMORANDUM

March 18, 1988

TO:

FROM:

SUBJECT:
than 100 (subscribers from regulation by the Alaska 
Public Utilities Commission or a municipality and 
providing that the most extensive exemption from 
regulation applies when j e than one exemption is 
applicable to a utility."

Representative Dave Donley, Chairman
mmerce[CommitteeHouse Labor an

Senator Jan F 
President of t:

SSSB 357 ,:An Act ex npting certain utilities with no more

SSSB 357 has been referred to the House Labor and Commerce Committee for 
consideration.

As you know, most utilities operating in the State of Alaska are subject 
to regulation by the Alaska Public Utilities Commission (APUC). Howev­
er, AS 42.05.711 provides for various types and sizes of utilities to be 
exempted from regulation.

SSSB 357 extends this exemption to certain gas distribution utilities.
Iv. provides that a gc.s distribution utility that has no more than 100 
subscribers, all of whom are commercial subscribers, is exempted from 
regulation by the APUC. However, a majority of the subscribers may 
petition the APUC for regulation if they so desire.

The purpose of this legislation is to facilitate the construction of a 
gas distribution system in Deadhorse. The construction of a gas distri­
bution utility in that town has substantial public benefit. Over 40 
construction workers will be required to build the system, and six to 
eight to operate it once it is completed. The state will receive in 
excess of $20,000,000 in royalties alone over the life of the project. 
Pollution from the many diesel generators which currently supply power 
in Deadhorse will be reduced.

A problem with requiring APUC regulation of this project is financing. 
The project would only serve 40 to 50 customers, all of whom are in an 
economically distressed industry. Banks view this as a high risk 
project, which requires the system builders to seek venture capital. 
These investors do not consider the potential return on a utility regu­
lated by the APUC to outweigh the downside risk of project failure.



In this case, as in the other situations where APUC regulation does not 
occur except by petition of the utility customers, the public benefits 
of regulation are outweighed by the advantages which would result only 
if regulation is waived.

Please contact my office if you have any questions or comments.
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April 20, 1988

Ho no r ab l e Dave Donley 
A la s ka . S t a t e  Legi s l at ur e  
Pouch V
Juneau, Ala sk a 99811 

Dear Re p re s e n t a t i v e  Donley:

Thank you for your inquiry regarding SSSB 357. To our knowledge 
this would apply only to a proposed gas utility at Prudhoe Bay.
M o r e  s p e c i f i c a l l y ,  1 t  i s  d i r e c t e d  t o  t h e  a p p l i c a t i o n  o f  o n e  o f  t.hp  
co mpeting pr oposals for this gas utility, Norgasco, Inc.

There has been some confusion regarding the position of the Alaska 
Suppo rt Industry Alliance on this legislation. Norgasco is 
r e pres en te d by M r ,• Ray Latchem. Mr. Latchem 1s a Board member of 
the Alii ance, and 1s active in their Legislative Affairs 
activities. Therefore, he 1s fr e qu e n t l y  1n contact with 
Leg islato rs  regarding All iance issues. At the same time, Mr. 
La tchem 1s Independently pursu ng legislative support for SSSB

One Individual who wrote to the Alaska Public Utilities Commission 
sup porting  Norgasco 's  application was William F. Webb. Since Mr. 
Webb 1s paid staff of the Alliance, his support of the Norgasco 
application, and the assumption that he might also support SSSB 
357 caused several Alliance Board members a great deal of concern. 
F ol l ow in g a telephone conve rsation with the President of the 
Alliance, Mr. Webb contacted me to apologize for taking action to 
support the Norgasco proposal. I have enclosed a copy of Mr. 
Webb's letter to me.



Ho no r ab l e Dave Donley 
Page 2
April 20, 19138

I have also attached a copy of correspondence from Norgasco to
Senator Zharoff r e c e d i n g  SSSB 357 . Mr. Latchem concedes that 
wit ho u t deregulation, h* will be unable to obtain financing, even 
from t r a d i t i o n a l l y  high risk sources of venture capital.

NANA 1s an organ iz a ti o n with several service companies in Prudhoe 
Bay. One of these 1s a regulated electric utility, Arctic
Utilities, Inc. We have serious concerns regarding the 
f e a s i b i l i t y  of a Natural Gas Utility as proposed by Norgasco. We 
have had an op p or t u n i t y  to discuss with Mr. Latchem (as we 11 as
with the other potential applicant) the shrinking demand for
energy at Prudhoe Bay, as well as the significant decrease in the 
cost of alt ernative energy at Prudhoe. Diesel prices are now 
a p p r o x i m a t e l y  50% lower than in 1980, and the number of active
contractors has fallen at least 50&,

With these basic economic factors working against the project, we 
m aintai n that a thorough review of the Norgasco application by the
A l as k a Public U t il it ie s Commission 1s appropriate. Perhaps such a
rev ie w will uncover factors which are not apparent at this time, 
proving that this project 1s viable, Absent review by the APUC, 
we are concerned that this project could be initiated and never 
completed, or co mp leted only to fall later. There are enough
di stressed prop er t i es  and un economic facilities already at Prudhoe 
Bay without rushing Into another one.

For these reasons we respectf ul ly  request that 
SSSB 357 not be passed. Thank you for your conside*ctlon.

Sincerely,

/ / > h  / 7 ?
Thomas M. Dow
Vice President of Operations

TMD/mc



' ‘‘r̂ SSPV-:3-r
h PR  21 '88 11!46 NflNfl DEVELOPMENT 
. <•>*>>

1:46 NANA DEVELOPMENT"

F - #  ,
. ,* A

n c
4220 'B1 Street, Suite 200 / Anchorage, Alaska 99503-5911 / (907) 563-2228 / FAX 561 -8870

Vai Mclynaux - Praiidanl 
7eoo. Inc.

Chuck Bcckar 
Vie* Praiidanl - Pudi>0 Policy 
UlAContuiunti

Ann CurUl 
Vice Preildenl - Event;
Aiaaka Csr.troic. Inc.

Crug Duncan - Treaiurer 
Prica WilerhouBB

David Hdugtn 
vie* Prcnooni • Mambartnig 
Lyndan. inc.

Patrick S'aier-Sccrttary
Pln.ngl.1 flnvuivv. Oivwy

Larry Andaraon - Oiroctor 
MarkAlr, Inc.

Mlllon Byrd - Director1 
Chinor Coiicoc

Oavld Ooraey - Director 
Sea-Und Service. Inc.

Tom Cow - Director 
NANA Davelopment Corp.

Robert Ocroner-Director 
NORTEC/ERT

Randy Goodrich - Olrsctor 
Exicullva Travel Service

Scott Hawkine - Director 
Ancn. Economic Dev. Core.

Randall Kawaika - Director 
a iiix i inouiirin Hardwire

Raymond Latchem - Director 
Norgseco, Inc.

Jimet Lirxvtnier - Director 
Gueat» Rudd

ic i Mitltle - Director 
Susitna Racraalionil Carr.pa, Inc.

William Meuughiln - Director 
Cold weather Cor.triotore. mo.

Patrick Rumley - Olreclor 
Attorney at law

Mery Enieida - Diraotor 
North wait Tlchnicel Servicaa

Connie Yoihlmura - Director 
Fonune Propamea. Inc.

WiBi*m wane 
Manager - Member Senhcei

sareara wabb 
Adminntrativa AMialtnt

March 2 8 , 1988

Mr. Tom Dow
Vice President Operations 
NANA Development Corp.
4706 Harding 
Anchorage, Alaska 99503

D ean ,*  T o m ;

The purpose of this letter is to clarify The 
Alliance's position as regards the proposed gas line 
project in Deadhorse / Prudhoe Bay advocated by
NORGASCO, Inc.. &B of this date T h e ....Alliance has not
fcaken_any position regarding this prod act.

I apologize that actions taken by myBelf may have 
led others to a different impression as to The 
Alliance's position on this matter.

Sincerely your

Wiimtf'F. We 
Manager - Mer jar Services

cc: Val Molyneux 
Ray Latchem

Alaska Support Industry Alliance
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March 9, 1988

Senator Fred Sharoff 
?. 0. BOX V 
Juneau, a k 99811

Dear Senator zharoff,

I would like to express my strong support of SSSB 257, Under 
the current statutes the APUC has jurisdiction over all 
utilities with ten or more customers. This legislation will 
exclude only natural gas utilities with fewer than 100 
subscribers all of whom aye commercial customers from their 
Jurisdiction.

The APUC in a fine organization for larger utilities and 
obviously the legislature had this in mind when they exempted 
those utilities with less than ten customers. We believe in 
the check and balance system of government and industry, and 
SSSB 357 allows for the"regulation of a utility under this 
category by a simple petition (AS 42.05.712) of the 
customers. This will prevent the utility from taking unfair 
advantage of its' customers.

As you can tell, the bill was drafted so that it would not 
concern any of the Pu3h areas, only Deadhorse.

The problem boils down to project financing. This is not a 
bankable project because there are only 40-50 customers, they 
are all in the seme business, and they are all suffering 
financially, so the banks see the project as high risk. This 
leaves ua looking for venture capital. After the venture 
capitalist has reviewed the project they all come co the same 
conclusion, if the project fails they lose everything and if 
the project succeeds, you have the APUC there to limit your 
return on investment. Needless to say they don't spend much 
time seriously reviewing tho project after they understand 
how the APUC works.

i
Wu hear a lot of talk about less government, creating jobs, 
finding new sources of revenue for the state, cutting down on 
air pollution, and stimulating the economy, this legislation 
accomplishes all cf. these by or saving ccn.strucr.ion and 
permanent jobs,. State royalties collected on the gas sold, 
reduced NOx emissions from the numerous diesel generators, 
and will substantially reduce the overhead of the companies 
operating at Deadhorse.



The State will receive in excess cf $20,000,000.00 from 
royalties alone over the life of the project. It will take 
over 40 construction workers to build the system and will 
employ 6-8 people full time once it is in operation. The 
State will also receive severance taxes from the producer ar'3 
added corporate income taxes from ARCO Alaska and Norgasco.

The Department of Natural Resources, in issuing our land use 
permit, has reserved the for the State the right to use the 
pipeline to transport the States royalty gas to the State 
facilities that we intend to serve. Recently I met with 
Commissioner Brady to begin negotiations to purchase some of 
the States royalty gas to supply our customers. But first 
the pipeline has to be built.

Myself and several other Board Members of The Alliance, are 
planning a trip to Juneau on March 21, 1988. I look forward 
to visiting with you then. If you have any questions please 
feel free to call.

Vice President, Operations
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April 22, 1988

Honorable Dave Donley 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Representative Donley:

In a recent meeting with Mr. Tom Dow representing Arctic 
Utilities, Inc. Norgasco was provided with a copy of a letter 
addressed to you concerning SSSB 357.

We appreciate the concerns that are stated in the letter of 
April 20, 1988. It is important for you to realize that 
Arctic Utilities is a supplier of energy in the Deadhorse 
market and views Norgasco as a competitive threat. Currently 
Arctic Utilities sells electrical energy in the market for 
approximately $.22 per kiJcwatt hour or $64.51 per million 
Btus Norgasco proposes to sell energy in the fcrm of 
natural gas for approximately $4.00 per million Btus.

Current cost of electrical energy in the Anchorage area is 
approximately $.06 per kilowatt hour. The majority of the 
electrical consumers in the Arctic Utilities service area 
elect to generate their own electricity due to the high rates 
charged by Arctic Utilities. Currently diesel fuel sells for 
approximately $.80 per gallon or $5.86 per million Btus. If 
a cheaper form of fuel is made available to che customers in 
the area, more of them may elect to generate their own 
electricity instead of buying from Arctic Utilities, or 
Arctic Utilities will have to become competitive in the 
market place.

It is obvious why Arctic Utilities opposes Norgasco or any 
other firm from entering the market.

We would like to clarify a point made by Mr. Dow in his 
letter of April 20, concerning Mr. Webb's affidavit to the 
APUC. This affidavit simply objected to a request for an 
extension of time to file a competing Application for a 
Certificate of Public Convenience and Necessity filed by a 
competing applicant and not Arctic Utilities. SSSB 357 is 
not even mentioned in the affidavit and the Alliance has 
never taken a position on the bill, nor have I or anybody 
else to lay knowledge, ever represented that they have.



Rep. Dave Donley 
April 22, 1988 
page 2

Mr. Webb does have extensive previous experience in owning 
and operating various camps in the market area and that is 
why I ask for his affidavit.

Arctic Utilities concern regarding the feasibility of our 
project or our "rushing into" another uneconomic facility at 
Prvdhoe Bay as stated in the letter is totally unfounded and 
probably not genuine. Norgasco has spent three years 
analyzing the market and has successfully acquired all the 
permits necessary to construct the system as well as executed 
a gas supply contract and gas sales agreements with some of 
the end-users.

For these reasons we ask that you discount the letter from 
Arctic Utilities co~"=rning SSSB 357. If this project is 
allowed, it will . • -.te jobs for Alaskans, generate royalty 
and severance tax income, and have a beneficial impact on the 
environment of the North Slope.

Please feel free to call me if you have any questions.

£ayim5hd R. Latchem
Vice President, Operations

cc: T. M. Dow 
W. F. Webb 
V. Malyneux



A la s k a  P u b l i c  U t i l i t i e s  C om m is s io n

Comments on SS for SB357

February 22, 1988 

(Revised April 19, 1988)

Under SS for SB357, gas distribution utilities serving 

fewer than 100 commercial customers would be exempt from cer­

tification and economic regulation by the Commission unless the 

subscribers elected to be regulated. The Commission is not aware 

of any compelling reasons for exempting a special class of gas 

distribution utilities from regulation while fully regulating all 

other gas distribution utilities. The Commission also nelieves 

that commercial customers in groups of less than 100 are entitled 

to the same level of public protection as residential customers 

and as commercial customers in groups of more than 100. In addi­

tion, there are some unique safety considerations associated with 

natural gas service, which wouli not be monitered under the pro­

posed exemption scheme. (See 3 AAC 52.010 - .080.)

The Legislature should also be aware that SS for SB357 

directly affects a proceeding currently pending before the Com­

mission. Two companies, (Norgasco, Inc. and Polestar Energy,

Inc.) have filed competing applications to provide gas distribu­

tion service to commercial customers in the Prudhoe Bay/Deadhorse 

area. Norgasco has also requested that it be exempt from econ­

omic regulation upon any Commission action granting its request 

for certification. Two other companies (Arctic Utilities, Inc. 

and North Slope Gas Cooperative, Inc.) expressed intent to file
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competing applications but did not actually make a filing by the 

prescribed deadline. Arctic Utilities, a certificated electric 

utility, has petitioned the Commission for intervenor status 

which, if approved, would allow it to directly participate in the 

comparative proceeding to consider which of the two active appli- 

cants is the most fit, willing and able to provide the proposed 

service.

i

In addition, the Commission has recieved a letter (copy 

attached) from the North Slope Borough, one of the prospective 

customers of the proposed gas distribution utility, stating that:

There is a legitimate public interest concerning rates, 
quality of service, management practices, and customer com­
plaints associated with the operation of a natural gas 
utility Ln Deadhorse. For this reason the Borough feels 
that Norgasco, Incorperated should be subject to all 
appropriate regulations governing the certification and 
operation of a natural gas utility.

Thus, if this legislation is passed, the established 

Commission procedure of evaluating competitive applications to 

determine which company is the most fit and able to serve an area 

would be interrupted. Instead, any or all of the potential gas 

distribution utilities would be free to enter the market under 

terms, conditions, and rates that would not be subject to regula­

tory oversight unless the subscribers petitioned for a regulation 

election. The Commission does not believe that this approach is 

in the public interest; specifically, it cannot assure that the 

best company is necessarily the one which serves the area; it 

allows for potentially uneconomic duplication of falcilities by 

two or more providers; and it gives commercial customers a 

second-class level of protection from monopoly or oligopoly pric-
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ing practices. Furthermore, it is possible to exempt a certifi­

cated gas distribution utility from economic regulation under the 

existing statute; this option is preferable in that it allows 

the Commission to evaluate on a case-by-case basis whether such 

an exemption is in the public interest.

If, however, this bill is endorsed by the Legislature 

as good public policy, the Commission suggests that the reference 

to "subscriber petitions" be modified for clarification and for 

conformance with other exemptions in AS 42.05.711. Thus, the 

exemption would state "unless 25 percent of the subscribers peti­

tion the commission for regulation under procedure described in 

AS 42.05.712."
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CHAPTER 52. 
OPERATION O F PUBLIC UTILITIES

Article
1. Gas Utilities

(3 AAC 5 2 .0 1 0 -3  AAC 52.080)
2. Allocation o f  Facilities and Services 

Between Competing Electric Utilities 
(3 AAC 5 2 .1 1 0 -3  AAC 52.150)

3. Telephone Utilities
(3 AAC 5 2 .2 0 0 -3  AAC 52.340)

4. Electric Utilities
(3 AAC 5 2 .4 0 0 -3  AAC 52.500)

3 AAC 52.010 
3 AAC 52 .020

procedures to  enhance the public safety. (Eff. 
2 /21 /69 , Reg. 30; am 1/13/73 , Reg. 44) 
Authority: AS 42.05.141 AS 42.05.691

AS 42.05.151 AS 42.05.711
AS 42.05.541

3 AAC 52 .020 . COMPLIANCE WITH 
MINIMUM FE D E R A L  SAFETY STANDARDS 
FO R GAS LINES. Each utility  shall construc t

ARTICLE 1. 
GAS UTILITIES

Section
1 0 . Application
2 0 . Compliance with Minimum i ;eral

Safety Standards for Gas Lines
30. Records, reports  and inspection for

compliance
40. Pipeline locating service
50. (Repealed)
60. Record o f  nonscheduled interruptions
70. Accidents o r  incidents
80. Definitions

3 AAC 52.010. APPLICATION, (a) 3 AAC 
52 .010  -  3 AAC 52 .080  o f  this chapter  apply to 
all utilities either now or hereafter subject to  the 
regulatory jurisdiction o f  the Alaska Public 
Utilities Commission.

(.b) Upon acceptable showing by a utili ty , the 
commission may waive, as to tha t  u tili ty , the 
provisions o f  any regulation in 3 AAC 52 .010  -  
3 AAC 52.080 or any provision o f  the Minimum 
Federal Safety Standards for Gas Lines with 
approval o f  the Secretary o f  Transportation.

(c) No utility may deviate from the regulations 
in 3 AAC 52.010 -  3 AAC 52.080 o r the 
standards cited in (b) o f  this section w ithou t the 
commission’s prior w rit ten  approval.

(d) I f  nonjurisdictional entities at their discre­
tion elect to conform to  3 AAC 52 .010 —  3 
AAC 52.080, the commission will cooperate 
with them in maintaining records and developing

3-112.14



Register 90, July 1984 COMMERCE AND ECONOMIC DEVELOPMENT 3 AAC 52.020
3 AAC 52.080

and maintain gas transmission and distr ibution 
facilities in accordance with the Minimum 
Federal Safety S tandards for Gas Lines, as 
defined in 3 AAC 52 .080(c). (Eff. 2 /21 /69 ,  Reg. 

30 ; am 1/13/73, Reg. 44)
A uthority : AS 42.05.291

3 AAC 52.030. RECORDS, REPORTS, AND 
INSPECTION FOR COMPLIANCE, (a) Each 
utility shall establish and  maintain records, m ake 
reports and provide infoi nation required by the 
commission to enable i t  to determine w hether 
the utility has acted o r  is acting in compliance 
with the Natural G.:: Pipeline Safety Act o f  
1968 and the standards adopted in 3 AAC 

52.020. The records, reports and information 
shall be kept in accordance with AS 42 .05 .491 .

(b) Each utility shall file with the commission 

a plan for inspection and  maintenance o f  each 
pipeline facility owned o r operated by the 
utility, and any changes in the plan. If  the 
commission finds that the plan is inadequate to 
achieve safe operation, the commission shall, 
after notice and opportun ity  for a hearing, 
require the plan to be revised. (Eff. 2 /21 /69 , 
Reg. 30 ;  am 1/13/73, Reg. 44)

A u tho r i ty :  AS 42.05.141 
AS 42.05.461 
AS 42.05.501

3 AAC 52.040. PIPELINE LOCATING SER­
VICE. Each utility shall o ffe r  “ line locating”  
service to  any individual o r  utility  requiring such 
service. The utility shall make a reasonable 
effort to assure that the availability o f  this 
service is made known th roughou t its area o f  
operation . I f  a charge is m ade for this service, it 
shall be based on the cost to the utility o f  the 
personnel required to opera te  the equ ipm ent 
and shall no t  wfford the u ti l i ty  any allowance 
for the utilization o f  equ ipm ent.  (Eff. 2 /21 /69 ,  
Reg. 30 ; am 1/13/73, Reg. 44 )

A u tho r i ty :  AS 42.05.291

3 AAC 52.050. DISTRIBUTION PIPELINE 
MAINTENANCE. Repealed 1/13/73.

3 AAC 52.060. RECORD O F NON­

SCHEDULED INTERRUPTIONS. Each gas 
utility shall keep a record o f  each nonscheduled 

in te rrup tion  to service, showing the location, 
date, time, duration and cause o f  each in te rrup ­
tion. This record shall be re ta ined  by the utility

for three years and may be inspected by any 

person after meeting the requirement o f  AS 
42.05.440. (Eff. 2 /21 /69 ,  Reg. 30; am 1/13/73, 
Reg. 44)

A utho ri ty :  AS 42.05.141

3 AAC 52.070. ACCIDENTS OR INCIDENTS,
(a) Each utility shall cooperate with the com ­
mission to p rom ote  a reduction in hazard within 
the industry and to  the public.

(b) Each utility  shall report each accident 
immediately by the  most expeditious means 
available, preferably by te lephone or in person, 
to the commission a t  the commission’s office in 
Anchorage, Alaska, or to a person designated by 
the commission. T he  notification shall include 

the location and time o f  the accident, a brief 
description o f  what occurred, and names o f  the 

individual(s) in charge o f  the repair opera t ion  
and the individual(s) to be contacted  by the 
commission for additional information .

(c) A written repo r t  o f  each accident shall be 
filed with the commission within 2 0  days after 
each accident. The repo r t  shall be made on the 
commission’s “ Gas Distribution Pipeline 
Accident or Incident R epo rt”  form o r  the 
United States D epar tm en t o f  T ranspo r ta t ion’s 
Form DOT-F-7100.2 for transmission and 

gathering systems. If  th e  accident investigation is 
n o t  completed within the 2 0 -day period, the 
utility  shall file an additional writ ten repo r t  with 
the commission upon  the com pletion  o f  the 
investigation and a w rit ten  report o f  the progress 
o f  the investigation every 90 days until the in­
vestigation is complete . (Eff. 2 /21 /69 ,  Reg. 30; 
am 1/13/73, Reg. 44)

A u tho r i ty :  AS 42.05.141 

AS 42.05.291

3 AAC 52.080. DEFINITIONS. Unless the 

con tex t  indicates o therwise, in 3 AAC 52 .010  -  
3 AAC 52.070

( 1 ) “ accident”  means an accident o r  incident 
occurring in the state involving escape o f  gas 
from gas gathering, transmission or distr ibution 
facilities resulting in personal injury requiring 

hospitalization, fatality, o r  p roper ty  damage 
exceeding $ 1 ,0 0 0 ;

(2) “ commission" means the Alaska Public 
Utilities Commission;
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Register 90, July 1984 COMMERCE AND ECONOMIC DEVELOPMENT 3 AAC 52.080
3 AAC 52.130

c

•

(3) “ Minimum Federal Safety S tandards for 
Gas Lines”  or "s tandards”  means the Minimum 
Federal Safety Standards for T ransportation  of 
Natural Gas and o the r  gas by pipeline, 49 C.F.R. 
Part 192 revised as o f  January I, 1972. A copy 
o f  these standards may be obtained from or re­
viewed at the commission office located in 
Anchorage, Alaska; and

(4) "u ti l i ty "  means a public utility that 
owns, operates, manages or controls a p lant or 
system o f  facilities used for the transmission or 
distribution o f  natural o r  manufactured gas or 
o ther  inflammable gas, to the ex ten t such 
system plant or facilities are included in the 
term “ public u ti l i ty”  as defined by AS 
42 .05 .701 . (Eff. 2 /21 /69 , Reg. 30 ; am 1/13/73 , 
Reg. 44)

Authority: AS 42.05.141 
AS 42.05.291 
AS 42.05.701

ARTICLE 2.
ALLOCATION O F FACILITIES AND 
SERVICES BETWEEN COMPETING 

ELECTRIC UTILITIES

Section
110. Purpose

120. Authority  to construct facilities or 
serve customers 

130. Hearing 
140. Appeals 
150. Definitions

3 AAC 52.110. PURPOSE. The purpose o f  
3 AAC 52.110 —  3 AAC 52.150 is to prevent 
duplication of electric facilities and services in 
those geographical areas o f  the state in which 
two or more electric utilities compete. (Eff. 
8 /11 /76 , Reg. 59; am 6 /29 /84 ,  Reg. 90)

A uthority : AS 42.05.141 
AS 42.05.151 
AS 42.05.221

3 AAC 52.120. AUTHORITY TO CON­
STRUCT FACILITIES OR SERVE CUS­
TOMERS. (a) No electric utility operating 
in direct competition with one or moie electric 
utilities within the same geographical area may 
construct o r  install electric facilities or provide a 
service connection f o r a  customer located within 
a disputed service area w ithout the approval o f  
the commission.

(b) The commission will grant approval to 

provide a service connection for a customer 
located w ithin a disputed area if

( 1 ) the utili ty  requesting approval receives 
the concurrence o f the competing utility and 
submits to  the commission a signed “ Waiver o f  
O b jec t ion"  on a form provided by the com ­
mission; o r

( 2 ) a determ ination is made by the com ­
mission, af te r  hearing, that one or the o ther  
o f  the utilities is the appropriate one to provide 
the service. (Eff. 8 /11 /76 , Reg. 59)

Authority: AS 42.05.151(a) 
AS 42.05.221 (d "4

3 AAC 52.130. HEARING, (a) If  an applicant 
utility is unable to  obtain concurrence from a 
competing utility , the commission will appoint a 
m em ber o f  its s ta ff  as an examiner to conduct a 
hearing.

(b) The s ta ff  examiner shall

( 1) notice the hearing for a time convenient 
to all in terested par ties;

(2 ) hear all relevant evidence;

(3) record the testimony presented;

(4) w ithin 24 hours after the close o f  the 
hearing, issue a decision as to which utility is the 
most appropria te  one to serve the customers;

(5) s tay the decision if, within 24 hours after 
the decision is announced, a party appeals the' 
decision.

(c) T he  criteria to  be weighed by the staff 
exam iner in making a decision include

( 1 ) the cost to the utility to provide the 
service connection ;

( 2 ) the cost to  be assessed to the customer 
by the applican t utility ;

(3) the proxim ity  o f  the service connection 
point to  each o f  the competing utilities’ elec­
tric d is tr ibution facilities; and
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N O R T H  S L O P E  B O R O U G H
Serv ice Area #10 

Pouch 340044  
P rudhoe Bey, AK 99734  

Te lephone : (907 ) 659 -2645

December 16, 1987

T.S. Moninski II, Executive Director 
ALASKA PUBLIC UTILITIES COMMISSION 
420 L Street, Suite 100 
Anchorage, Alaska 99501-1987

SUBJECT: NOTICE OF UTILITIES APPLICATION BY NORGASCO, INC.

Dear Mr. Moninski:

The North Slope Borough's Service Area Ten is encouraged to see 
Norgasco, Inc. continue their development of a natural gas utility for 
Deadhorse. All businesses operating in Deadhorse and especially our solid 
waste disposal, sewage treatment and water treatment operations could 
benefit significantly if a dependable source of competitively priced 
natural gas were made available to us over the long term. We appreciate 
the opportunity to provide comments on the Norgasco, Incorporated 
application for exemption from APUC regulations regarding rates, quality 
of service, management practices, and customer complaints.

Since the North Slope Borough's Solid Waste Facility is a public owned 
operation, the Borough has an obligation to its residents to operate their 
Deadhorse solid waste facility in a cost effective manner which includes 
purchasing of natural gas from a utility which is required to follow the 
regulatory laws established to protect the public. There is a legitimate 
public interest concerning the rates, quality of service, management 
practices, and customer complaints associated with the operation of a 
natural gas utility in Deadhorse. For this reason the Borough feels that 
Norgasco, Incorporated should be subject to all appropriate regulations 
governing the certification and operation of a natural gas utility.

Our Service Area Ten Plant Engineer calculates that the prices of the 
natural gas quoted in the Notice will provide Service Area Ten with a 
20% to 25% savings over the present fuel costs for our incinerator and 
boilers. Since the Application suggests the rates would not be controlled 
by the APUC, the NSB may have little control over future rate increases. 
A 10% rate increase each year for two years would eliminate any cost 
benefit of natural gas assuming a stable price for heating oil.
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The quantity and quality of the gas provided to us can have some 
significant effects on our operation. If the distribution system is under 
designed or if the quality of gas varies significantly we may experience 
problems of inadequate delivery. Normal operation of our incinerator
requires us to be able to immediately add heat in a specified quantity
when needed. Failure to do so could result in Service Area Ten violating 
the Air Quality Regulations established by the State of Alaska, 
Department of Environmental Conservation resulting in a fine being
assessed on Service Area Ten. If Norgasco was exempt from regulation by 
the APUC, SA #10 would have little recourse if Norgasco's service did not 
meet our requirements.

Norgasco is requesting that the APUC keep confidential for five years
technical documents and other pertinent information about their design, 
construction and maintenance of their project. Such a request could 
affect SA #10's planning efforts for future energy usages and costs.

Documents relating to the gas contract with ARCO and tariffs should be 
made public so that the stability of the utility and its pricing structure 
can be evaluated. These items can directly affect our decision to become 
a consumer.

The North Slope Borough requests that we be kept informed on the progress 
of this application and the Norgasco, Incorporated project. We feel a 
natural gas utility will greatly enhance the Deadhorse area and all the 
businesses operating there.

Sincerely,

cc: Norgasco, Incorporated
Dennis Roper, Coord., Ind. Dev. 
Files



POLESTAR ENERGY, INC.
1406 Zarvis Place 

Anchorage, Alaska 99508 
(907) 272-9009

April 26, 1988

FAX TO: (907) 586-9548

Labor and Commerce Committee

Re: S.B. 357

Attn: Dave Donnelly, Chairman

Polestar Energy Incorporated, an Alaskan corporation, 1406 Zarvis 
Place, Anchorage, Alaska 99508, Phone (907) 272-9009, has an 
opposing application before the APUC, April 1, 1988. Docket 2U-88-20 
to supply the Deadhorse area with natural qas.

Polestar's efforts to supply the North Slope Borough communities 
with cheaper energy date from 1983 resulting in a contract to pur­
chase gas from Standard Alaska Production Company dated February 
23, 1988.

Polestar has all the APUC requirements including financing in place, 
can supply gas to the consumer at a lesser rate than its opposition 
and is ready, willing and able to construct the distribution system 
and deliver gas to consumers this season.

Title 42, Public Utilities and Carriers, Chapter 05-711(d) of the 
Alaska Statutes states "(d) The commission on finding that no 
legitimate public interest will be served, may exempt a utility 
from all or any portion of this chapter." Senate Bill 357 is 
therefore redundant in its intent to exempt as the commission has 
that power and are best able through their professional advisory 
staff to serve the best interest of the public.

Respectfully yours,

DJM/D D. J. Moore, President

Please deliver copies to: Jan Faiks
Johnny Ellis 
Milo Kapoyen 
Red Boucher 
Cliff Davidson 
Curt Menard 
Walt Furnace 
Ben Grussendorf

cc: Commission (APUC)



MEMORANDUM

To: Hon. Dave Donley
Representative 
Alaska Legislature

Date: April 29, 1988

Frpjar:. Ted Moninski 
X  /  Executive Director 

< 4  apuc

Subject: SSSB357

At yesterday's House Labor and Commerce Committee meeting con­
sidering the above referenced bill, Rep. Boucher asked a series 
of questions regarding the progress of the pending application of 
Norgasco, Inc., to provide gas distribution utility service to 
Deadhorse, Alaska. In response to Rep. Boucher and for the in­
formation of the Committee, attached is brief chronology of 
events associated with the Norgasco application, APUC Docket

The Commission had originally scheduled a public hearing to con­
sider this, and the competing application of Polestar Energy, 
Inc., beginning June 9, 1988. As you will note from the chronol­
ogy, Norgasco submitted a request for a sixty day extension of 
time. As a preliminary response, the Commission has granted a 
two week extension while it considers Norgasco's request and any 
opposition that may be submitted. The exact "new" hearing date 
will be determined after Commission review of all parties' 
pleadings.

If I can respond to any other questions relating to this matter, 
please contact me.

U-87-70.
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In the Matter of the Filing of an Application by NORGASCO, INC., 
for a Certificate of Public Convenience and Necessity To Operate 
as a Natural Gas Public Utility in and Around the Prudhoe 
Bay/Deadhorse Area

9/4/87 Reed Apln & PETITION FOR PROPRIETARY AND PRIVILEGED 
STATUS (fee paid 9/4/87)

9/28/87 ORDER NO. 1 - ORDER EXTENDING PERIODS FOR (126-234) 
CONSIDERATION OF PETITION FOR PROPRIETARY 
STATUS AND FOR INTERIM PROPRIETARY TREAT­
MENT OF APPLICATION

10/5/87 Ltr frm R. R. Latchem, Norgasco, ENCL: cy of ltr dtd 
5/11/87 to Commission

10/14/87 By Direction Ltr to R. Latchem, Norgasco, RE: Comm 
Order for add'l information to complete review of apln

10/26/87 Ltr frm R. Latchem, Norgasco, RE: response to Comm by 
direction ltr order of 10/14/87 for additional information

11/12/87 Ltr frm R. R. Latchem, Norgasco, ENCL: PETITION TO 
GRANT AN EXTENSION OF TIME FOR THE FILING OF INFORMATION ORDERED 
BY THE COMMISSION (until 1/15/88, 63 day extension)

11/16/87 Memo frm Commission Staff stating Staff's 
non-opposition to Norgasco's request for an extension of time to 
file information ordered by the Commission, until 1/15/88

11/19/87 NOTICE OF UTILITIES APPLICATION (comment period ends 
12/20/87) Notice of competing applications ends 12/20/87, 
competing application's due 2/20/88

11/25/87 ORDER NO. 2 - ORDER GRANTING EXTENSION (128-83)
OF TIME

11/30/87 Reed proof of publication frm The Anchorage Times

12/17/87 Ltr frm D. J. Moore, D. J. Moore Corp., RE: opposes 
Norgasco's apln, requests permission to review apln & notice of 
intent to file a competing apln

12/18/87 Ltr frm T. F. Klinkner, Wohlforth, Flint & Gruening, 
Attys f/ North Slope Gas Co-op., Inc., RE: intent to file a 
competing apln

12/22/87 Ltr frm J. E. Davis, North Slope Borough, RE: comments

1/11/88 PETITION FOR AN EXTENSION OF TIME IN WHICH TO FILE 
INFORMATION ORDERED bY THE COMMISSION by R. Latchem, Norgasco

1/11/88 Ltr frm R. Latchem providing proposed service rates

- 1 -



1/20/88 ORDER NO. 3 - ORDER GRANTING EXTENSION OF (129-294) 
TIME IN WHICH TO FILE INFORMATION REQUIRED 
BY THE COMMISSION'S 10/14/87 LETTER ORDER

2/4/88 Ltr to T. F. Klinkner, Atty f/ North Slope Gas « AUI, 
ENCL: Senate Bill No. 357

2/12/88 Ltr frm .3. J. Moore, Richards Petroleum Resources Ltd, 
requesting a 90 day extension of requirement to file competing 
apln

2/22/88 Ltr frm R. Latchem, Norgasco, RE: objection to request 
by D. J. Moore for an extension of time

2/22/88 Ltr frm R. Latchem, NORGASCO, RE: response to Staff 
request for add'l info, ENCL: financial information, funding 
sources

2/22/88 ORDER NO. 4 - ORDER STAYING COMPETING (130-147)
APPLICATION DEADLINE TO ALLOW OPPORTUNITY 
FOR RESPONSE TO EXTENSION REQUEST

3/4/88 OPPOSITION TO MOORE'S REQUEST FOR EXTENSION OF TIME IN
WHICH TO FILE AN APPLICATION by B. R. Edwards, Attv f/ Norgasco

3/4/88 STAFF'S OPPOSITION TO MOORE'S REQUEST FOR EXTENSION OF
TIME by T. S. Moninski, APUC Staff

3/4/88 Ltr frm P. Argetsinger, Wohlforth, Flint & Gruening,
Attys f/ Arctic Utilities, Inc., RE: AUI will not file a 
competing apln

3/11/88 ORDER NO. 5 - ORDER DENYING EXTENSION (130-284)
REQUEST; ESTABLISHING NEW DEADLINE FOR 
FILING COMPETING APPLICATION; AND 
ESTABLISHING FILING AND HEARING SCHEDULES

4/6/88 PETITION TO INIERVENE OF ARCTIC UTILITIES, INC., by
T.F. Kli’-’-.ner, Wolforth, Flint & Gruening, Attys f/ AUI

4/7/88 STAFF COMMENTS ON REQUEST FOR PROPRIETARY STATUS by
W.E. Marshall, APUC Staff

4/7/88 ARCTIC UTILITIES, INC. OPPOSITION TO REQUEST FOR
PROPRIETARY STATUS by T.F. Klinkner, Wohlforth, Flint & Gruening, 
Attys f/ AUI

4/12/88 AMENDMENT TO PETITION TO INTERVENE OF ARCTIC UTILITIES,
INC., AND MOTION FOR EXTENSION OF TIME TO FILE PREFILED TESTIMONY
by T. F. Klinkner, Wohlforth, Flint & Gruening, Attys f/ AUI

4/19/88 OPPOSITION TO PETITION TO INTERVENE by B.R. Edwards, 
Atty f/Norgasco

4/20/88 PETITION FOR EXPEDITED TREATMENT; PETITION FOR
CONTINUANCE by B.R. Edwards, Atty f/ Norgasco

-  2  -



4/26/88 MOTION TO STRIKE by M.G. Briggs, Guess & Rudd, Attys 
f/Polestar

4/26/88 OPPOSITION TO PETITION FOR CONTINUANCE by M. Briggs, 
Guess & Rudd Attys/ f/Polestar

4/26/88 ORDER NO. 6 - ORDER AFFIRMING ORAL EXTENSION (132-95)
OF FILING AND HEARING SCHEDULES AND SETTING 
OF FILING DEADLINE

4/27/88 WAIVER OF PROPRIETARY STATUS AND OPPOSITION TO MOTION 
TO STRIKE by B.R. Edwards, Atty f/ Norgasco

4/28/88 REPLY TO OPPOSITION TO PETITION FOR CONTINUANCE by B.R. 
Edwards, Atty f/Norgasco
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HOUSE LABOR 8 COMMERCE

D A T E :  April 28, 1988

S u b j e c t  o f  m e e t i n g :
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SB 357 APUC reg ulation of small utilities

SB 414 Forei gn trade zones
SB 438 Common interest commu ni ty  managers
SB 392 Purchase of loans by AIDEA
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HB 544 Ai rcraft inspection program
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Date referred:

HOUSE COMMITTEE REPORT
5/2/88 FURTHER REFERRALS: Judiciary

DATE

The Labor. -Commerce. Committee has considered CSSB 368(L&C)

"An Act relating to simplified regulation by the Alaska Public Utilities 
Commission of certain public utilities; and providing for an effective 
date."

RECCMHEMBS:

[ ] replace with _________

[ ] attached amendment(s)

[ ] the same title 

[ ] a new title

*
do pass 

do not pass 

no recommendation 

individual recommendations 

additional referral to the Committee

ADOPTSs [^(] , letter of intent

ATTACHES HEW FISCAL NOTE(s) 

[ ] fiscal impact

[ ] zero fiscal note

[ ] zero with analysis

SIGXDKr DO PASS:

[ ] same as previous fiscal ncte 

published  ____________  ___

[ same as previous zero fiscal 

note published *~J I *7 I
IENDATIONS:SIGMTHG OTHER RE

Chairman's (Signature



Box V
Juneau. Alaska OOfil I 
(0 0 7 ) 4 6 '  -4 7 0 7

Box 5 5 0 2 6
Nonh Pole. Alaska 0 0 7 0 5  
(0 0 7 )  4 6 6 - 0 6 6 2

Sena to r fo t jn  $ .  Gfacfe) CogftiU
Alaska ̂ tate legislature

M E M O R A N D U M

To: Members of the Senate mmittee

ilities

From: Senator John B. Co 

Re: SB 368, simplified re

Date: April 13, 1988

For years I have felt tha£^fcj*e^Alaska Public Utilities Commission 
has overregulated small utilities and as a result has caused 
undue expense for these utilities. This is why in 1987 I 
sponsored SB 22, which exempted small utilities from regulation.

SB 368 will achieve much of what I have tried to accomplish.
This bill mandates that the APUC set up a streamlined system of 
regulation for utilities that gross less than $1,000,000. A 
system such as this is already in place for cooperatives. 
According to the Alaska Rural Electric Cooperative Association, 
cooperatives are satisified with the APUC regulations.

Also the APUC supports this approach.



SENATOR TIM KELLY 
ANCHORAGE/EAGLE RIVER 

CHAIRMAN

SENATOR DICK ELIASON 
SITKA 

VICE CHAIRMAN
L abor and C ommerce C ommittee

MEMBERS 
SENATOR BETTYE FAHRENKAMP 

FAIRBANKS

SENATOR RICK UEHLING 
ANCHORAGE

SENATOR MIKE SZYMANSKI 
ANCHORAGE

SB 368 (L&C) Letter of Intent

It is the intent of the Legislature that the exemptions 
currently existing in this chapter are not eliminated by the 
simplified rate filing procedure established in this bill.

P O. BOX V. JUNEAU. AK 99811 (907) 465-3822 • P. O. BOX 210001, ANCHORAGE, AK 99521 (907) 561-7612



REQUEST:_____________________FISCAL_NOTE___________________________
Revision Date:_______________________________ Apenrv Affftrtffri .Conmerce & Econ. Devlocment
T it le-.Standards for construing regulafcgfiy APnr. 
powers of the APUC and public utility exemptions

Sponsor: ~ Coghill ZZH Components : ..One rat ions______________
Requestor:_____________________________  ___________ ________________________

I V

S T A T E  O F A L A S K A  b il l  VERSION :C^ SB 368 ( L ^ c )

1988 L E G IS L A T IV E  S E S S IO N  p u b l is h d a t f . : A t g .  a /tY/SK

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 0 G 0 0
0 0 0 0 0
n n n n 0 0
o n n n n n
n n n n
0 0 0 0
n n 0 0 0 0
n n n n 0 0

TOTAL OPERATING .9____ 0 0 0 0 0

CAPITAL 0 0 0 0 1 6 ” T "

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0 0 0 0 0 0
......0. .. 0 0 0 0 G

n n n 0 0 0
_______ o________ ____ o________ ... .„Q n n

PO SIT IO N S:

FULL-TIME
PART-TIME
TEMPORARY

0 0 .. 0 0 0 0
n n 0 0 n 0
,n.... n n n n _ r< _ j

ANALYSIS : (Attach a separate page if necessary)
While enactment of this bill will streamline procedures to the 
benefit of small utilities, it is not expected to reduce APUC 
Staff resource requirements necessary to process the new 
"simplied rate filing".

Prepared b y : T . S .  M o n i n s k i ,  I I  E x e c u t i v e  D i r e c t o r  pho n e . 2 7 6 - 6 2 2 2
/  Division : A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  Date. ' V b / b b

Approved by Commissioner:    Date : _________________
Agency: C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t ________  .

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget ..
Impacted Agency(ies) Pa8 e --------  of



Alaska Public Utilities Commission 

Comments on CS for SB368 (V7ork Draft)

April 4, 1988

Section 1:

The Commission has previously raised questions about 
the desirability of this statutory change and indicated that the 
existing language is preferable to the proposed language for a 
number of reasons. Specifically, it is neither practical nor 
possible to identify every duty or delegation of authority to the 
Commission in AS 42.05. Therefore, the statute must be suffi­
ciently flexible to allow the Commission to apply legislative 
policies to specific situations in a manner which ultimately 
benefits both utilities and consumers. However, by implicitly 
reducing the Commission's discretion, the language change limits 
that flexibility, creates judicial confusion regarding the scope 
of the Commission's authority, and does not directly address 
areas where existing regulation may have been inconsistent with 
legislative intent.

Section 2:

The Commission supports the proposal set forth in this 
section to establish simplified filing procedures for small 
utilities and proposes that the language be expanded to include 
all utilities that gross $1,000,000 or less annually (rather than 
just telephone and electric utilities of this size). A list of 
the utilities which would be impacted by this legislation, as 
proposed or as expanded, is appended to these comments.

The Commission has long recognized that the complexi­
ties of the regulatory process present unique challenges both for 
the small, unsophisticated utilities in the State and for regula­
tors. For this reason, it has informally encouraged extensive 
Staff assistance in rate filings for these utilities in the past. 
This legislation presents an opportunity to institutionalize al­
ternatives to current ratemaking procedures which will reduce the 
cost and complexity of regulation while preserving a level of 
consumer protection which would not be present with exemption 
from economic regulation.



LIST OF ELECTRIC AND TELEPHONE UTILITIES WITH GROSS ANNUAL 
REVENUES OF $1,000,000 OR LESS

Electric Utility Gross Annual Revenues

Andreanof Electric Corporation 
Aniak Light and Power 

Company, Inc.
Betties Light & Power, Inc.
Far North Utilities 
G & K, Inc.
Gwitchyaa Zhee Utility 

Company 
I-N-N Electric Coop­

erative, Inc.
Levelock Electric Cooperative, Inc. 
Manley Utility Company, Inc.
McGrath Light & Power 

Company 
Middle Kuskokwim Electric 

Cooperative, Inc.
Napakiak Ircinaq Power Company 
Northway Power & Light, Inc. 
♦Pelican Utility Company 
♦Sand Point Electric, Inc.
Tanana Power Company, Inc.
Teller Power Company 
Yakutat Power, Inc.

93,378
$594,764

402,472
80,248

727,206
681,783

694,254

146,234
80,338

983,718

324,701

206,829
372,237

626,895
303,036
680,413

Telephone Utility Gross Annual Revenues

Yukon Telephone Company, Inc, 660,193

♦Gross Annual Revenues not reported but believed to be less than 
$1,000,000.



LIST OF ALL UTILITIES (OTHER THAN ELECTRIC AND TELEPHONE) WITH 
GROSS ANNUAL REVENUES OF $1,000,000 OR LESS

Garbage and Refuse Utility Gross Annual Revenues

Drake's Sanitation, Inc. 
Eagle River Refuse, Inc. 
Kodiak Sanitation, Inc. 
Wasilla Refuse, Inc.

Gas Utility

366,396
822,398
582,295
666,060

Gross Annual Revenues

Barrow Utilities and Electric 
Cooperative, Inc.

Wastewater Utility

759,158 

Gross Annual Revenues

Barrow Utilities and Electric 
★Salmantof Utilities, Inc. 
★Settlers Bay Properties, Inc.

533,175

Water Utility Gross Annual Revenues

Alpat Water Ut .lity Company 23,049
Alyeska Utilities, Inc. 100,762
Chugiak Utilities
*Dawn Development Corporation
★Eagle Utilities, Inc.

49,954

Eklutna Utilities, Inc. 178,439
ERU, Inc. 8,445
Kwik Log Water System 

Myron Allon Newton d/b/a
2,700

Matanuska Utility Company, Inc. 9,542
McGahan Utilities, Inc. 21,011
McKinley Utilities, Inc. 11,016
Norfolk Utilities, Inc. 267,859
Omlin Water Utility 
★Pelican Ut.1ity Company

4,347

Potter Creek Water Company 150
Rhodes, R.J. & Clara 18,390
Romig Park Improvement Company 
★Settlers Bay Properties, Inc. 
★South Central Utilities, Inc.

12,198

Southeast Utilities Company 116,103
Robert M. Scott, Evelyn V. Scott, 
Charles J. Schneider and 
Marlene C. Schneider, S & S 
Development d/b/a

Spenard Heights Water System 
Wayne Cates d/b/a

5,000

Valley Water Company, Inc. 152,817

★Gross Annual Revenues not reported but believed to be less than 
$1,000,000.
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HOUSE COMMITTEE REPORT
Date referred:
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5/4/88 FURTHER REFERRALS:

The Labor & Commerce

DATE:__

Committee has considered CSSB 391(Jud)am

"An Act relating to the sale of wine by wineries and breweries and to the 
provision of wine samples by wineries."

RECOMMENDS:

[ ] replace with ________

[ ] attached amendment(s)

do pass 

do not pass 

no recommendation 

individual recommendations 

additional referral to the

[ ] the same title

[ ] a new title

Committee

ADOPTS: [ ] letter of intent

ATTACHES NEW FISCAL NOTE(s): 

[ ] fiscal impact

[ ] zero fiscal note

[ ] zero with analysis

Bli

[ ] same as previous fiscal note

published ___________________

[^] same as previous zero fiscal 

note published ^  | |̂| j



RF.OIJF.ST:
Dill Version: C SSB  3 9 1  ( J u d )  ^ 
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S T A T E  O F  A L A S K A  1987 L E G IS L A T IV E  S E S S IO N

F IS C A L  N O T E

TiuTiln'Act relating to the saUT of “ '***'■ Revenue

wine by wineries,
BRU:

Sponsor : _  
Requestor:,

C o m p o n e n ts

F.X P F .N D IT U R E S /R E V E N 'U E S : (T housand s o f  Dollars)

OPERATING FY S7 FY 8S FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES
I RAVEL
CONTRACTUAL
SUFFUES
EQUIPMENT
LAN D dt STR U CTU RES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 1 0 0 0 0

FY 93

0

0

0

CAPITAL o o o o

REVENUE 0 o 0 o

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTTER 
TOTAL

P O S I T I O N S :

FULL-TLME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

P rep ared  b y  : _________ ___________________________________________

D iv is io n  :  c ^ n ^ t - P  J u d i c i a r y  C o m m i t t e e

Approved by (&JOXKOTSMX: -Sejigfcgr j Jay Kerttula 
Agency:
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Legislative Finance 
Legislative Sponsor 
Requestor
O ffice  c f  M anagem en t and  B udget 
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Senate Secretary
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S T A T E  O F  A L A S K A  1987 L E G IS L A T IV E  SESS IO N

F IS C A L  N O T E

REQUEST:
Revision Date:

Title : An A c u  r p l a t i n n  f-n f h p  . q a l p  o f BRU:

Bill Version: 
Publish D ate : m k :

Agency Affected:,

i d n e  b y w i n e r i e s .
Sponsor : t ;p n  Rnr.'py-
Requestor:

Components:.

Revenue

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 6 0 0

FY93

0

0

0

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

PO SIT IO N S:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)
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Senate

DATE: May 4 , 1988

TO : Representative D£ve Donley , Chair
House Labor a/^d CoWime^ce Committee

FROM: Senator Patrick M. feooiy,jT
RE : Scheduling of CSSB/391 (Jud) am - An Act re lating to the sale

of wine by w ineries and breweries and to the provision of wine 
samples by w ineries .

I would appreciate your assistance in getting this b ill scheduled for 
consideration as qu ick ly  as possib le . I am hopeful we w ill be successful 
in getting it to the House floor before we ad journ .

The fo llow ing sectional analysis w ill help b r in g  you up-to-date on the 
current version of the b i l l :

Section I - permits the holder o f a brewery license to sell the ir product 
in quantities of less than 5 ga llons to ind iv idua ls  who are present on 
the licensed premises. It aiso expands current law to allow the holder 
o f the license to sell in another state or country .

As you know , current law proh ib its  se lling in quantities of less than 5 
ga llons and permits se lling o f the product only to other ind iv idua ls  
licensed under T itle 4. We d id  not address breweries in the o rig ina l 
SB 391. However, I have since learned of efforts underway to open a 
brewery late this summer in the port area of Anchorage and was contacted 
by the owners who wish to have the ex isting statutory restriction 
removed.

Section 2 - permits the ho lder o f w inery license the same opportun ity  as
set forth in Sec. I.

This section was essentia lly the o rig ina l version of SB 391. The only 
change was add ing the authority  for the holder of a w inery license to
sell the product in another state or country . As noted above, this is
also extended to the b rew ery .



Section 3 - permits the holder o f a w inery license to o ffer off-prem ises 
sam p ling , which is currently  allowed to a holder o f a brewery license.

In view of the efforts underway to open a w inery  th is fa ll in the 
Sperard  area , in addition to the plans to open a brewery in the port 
area o f Anchorage , this is t timely proposal. By expand ing the 
m arketing techniques for these businesses, we w ill broaden tourism 
interests in our d is tr ic t . As mentioned before , the w inery plans to 
specialize in the production of Alaska grown be rry  and fru it  wines so 
th is b ill w ill also be a positive step toward promoting A laskan grown 
produce .

There is no fiscal impact on the state.
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C O M M I T T E E :

MOUSE LABOR & COMME RCE

LalaSj 
Official Buaineaa

PLEASE / R I N T  
N A M r S  TITLE

D A T E :  May 6, 1988

S I G N - I N
REPRESENTING

SB 471 Business loan guaran tee/refi n ance program

SB 392 Purchase of loans by AIDEA
SB 333 Priori ty waje claims in bank liquidations

SB 414 Foreign t rade zones
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SCR 32 Urging fl exibility by lenders /col 1ectors
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C O M M I T T E E :

HOUSE LABOR & COMMERCE

Official Buaineaa

D A T E :  May £ , 1988

S I G N - I N

S8 471 "An Act es tablishing a program in the AIDEA 
to guarantee business loans, and limiting 
the Autho rity's ability to issue bonds; and 
providing for an effective date."

SB 498 "An Act relating to certain plumbing install 
ations and repairs; and providing for an 
effective date."

SB 391 "An Act relating to the sale of wine by
wineries and breweries and to the provision 
of wine samples by wineries."
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C O M M I T T E E :

HOUSE LABOR 8 C O M M E R C E

D A T E :  May £, 1908

Official Buain««a

PLEA SE PRINT 
NAME & TITLE

S I G N - I N
REPRESENTING

SB 471 "An Act es ta bl ishing  a program in the AIDEA 
to gua rantee business loans, and limiting 
the Aut ho rity's ability to issue bonds; and 
pr ovidin g for an effective date."

SB 498 "An Act relating to certain plumbing install 
ati ons and repairs; and providing for an 
e f fe ctive date."

SB 391 "An Act relating to the sale of wine by
wi n er i es  and breweries and to the provision 
of wine samples by wineries."

ADDRESS & zip
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Date referred: 3/2/88 FURTHER REFERRALS: Judiciary

DATE: ______

The  Labor & Commerce_______ Committee has considered CSSB 392 (Rls)____

"An Act relatinq to the Alaska Industrial Development and Export Authority; 
and providing f-j an effective date."

RECOMMENDS:

[ ] replace with _______________________

[ ] attached amendment(s)

[ (̂] do pass

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations

[ ] additional referral to the

[ ] the same title

[ ] a new title

Committee

ADOPTS: [ ] __________ letter of intent

ATTACHES NEW FISCAL NOTE(s):

[ ] fiscal impact

[ ] zero fiscal note

[ ] zero with analysis

SIGNING DO PASS:

[ ] same as previous fiscal note

published  ______________

[ Xl same as previous zero fiscal 

note published

OTHER RECOMMENDATIONS:

£



STATE O F  A LA S K A

1988 LEG IS LA T IV E  S E S S IO N

REQUEST:

BILL VERSION: CSSB 392 (Ru l e s )

PUBLISH DATE: Z 'T J l 'W k l '
FISCAL NOTE

Revision Date: ________________________
Xitle; An Act relating to the AIDEA

Agency Affected:  AIDEA
BRU: Same as above

Sponsor Halford. Faiks. Kelly, et al. Components: Same as above 
Requester: Senate Rules_______________  ________________________ _

EXPENDITURES/REVENUES: (Thousands of Dollars)

O PERA T IN G FY  88 FY  89 FY  90 FY  91 FY  92 FY 93
P E R SO N A L  SE R V IC E S
TRAVEL
CO N TRA CTUA L
S U P P L IE S
E Q U IPM E N T
LA N D  & S T R U C T U R E S
G RA N TS . C LA IM S
M ISC E LLA N E O U S
TOTAL O PERA T IN G . - 0 -  _ - U - - U - - U - - U -

CAPITAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

R EV EN U E - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

FU N D IN G : (T h o u s a n d s  o f  d o lla rs )
G E N ER A L  FU N D
F E D E R A L  FU N D S
OTHER
TOTAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

PO S IT IO N S :
FULL-TIME - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
PARTTIM E 1
T EM PO RA RY 1 ..........

ANALYSIS: (Attach a separate page if necessary.)

Passage of this legislation will have no fiscal impact upon the Authority's budget.

Phone: 274-1651Prepared by: Bertram L. Wagnon. Executive Director_____________ _________________
Division: AK Industrial Dev, and Export Authority (AIDEA) Date: February 26, 1988

Approved by Commissioner: J. Anthony Smi ̂ a t e :
A gency : Department of Commerce and Economic Development

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page _J__ of 1
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S e n a to r  R ic k  H a l fo r d
Senate D istrict 1
Chugiak, Eagle R iver, East Anchorage, Fort Richardson Senate Finance Committee 

Co-Chairman

March 31, 1988

MEMORANDUM
R e c e i v e d

APf>11 my

TO Representative Dave Donley 
House Labor and Commerce C

FROM Senator Rick Halford, Co-Chfai 
Senate Finance Committee i ka

SUBJECT: SB 392 - Repealing AIDEA's 2% Delinquency Rule

Senate Bill 392 is currently pending before your committee 
and I would appreciate a hearing on it at the committee's 
earliest convenience. The bill repeals the law that 
prohibits the Alaska Industrial Development and Export 
Authority from purchasing loans from a financial 
institution when more than two percent of the total 
outstanding balance of the loans which the Authority has 
purchased from the institution are delinquent for 90 days 
or more.

The bill replaces this requirement with a section 
instructing the authority to adopt regulations describing 
the circumstances under which it will discontinue 
purchasing loans from a financial institution because of 
excessive delinquencies. As a result, the 2% requirement 
will no longer be the rule and instead AIDEA will have the 
flexibility necessary to continue to do business with 
financial institutions in Alaska.

There are sixteen banks which currently have servicing 
agreements with the Authority. As of January 31, 1988 
only three of those sixteen are eligible to do business 
with the Authority because of the 2% delinquency rule.

Should you need additional information, please contact 
Theresa Maser of my staff at 465-4958.

Post O ffice Box V, Juneau, A laska 99811 (907) 465-4958 • Post O ffice Box 190, Chugiak, A laska 99567 (907) 694-4958



TfflU GJiOilUTM
LEGISLATIVE AFFAIRS AGENCY
LEGISLATIVE REFERENCE LIBRARY

May, 1988

Copies of minutes listed below were originally included 
in this file. The minutes are available on the STAIRS 
database CMPR. In order to save.space copies of minutes 
have not been left in the files.

Mary Van Nimwegen

"OUCH V. STATE CAPIICX 
JUNEAU, ALASKA 99011 

907.465-3800
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(7 )
HOUSE COMMITTEE REPORT

Date referred: 4/13/88 FURTHER REFERRALS: State Affairs

DATE: j 2 9 ^

The _____ Labor & Commerce______ Committee has considered SB 414_______

"An Act relating to foreign trade zones; and providing for an effective 
date."

RECOMMENDS:

[ ] replace with ________

[ ] attached amendment(s)

[ ] the same title

[ ] a new title

ADOPTS:

[^ ] do pass 

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations

[ ] additional referral to the

J*
[ ]  letter or intent

Committee

ATTACHES NEW FISCAL NOTE(s): 

[ ] fiscal impact

[ ] zero fiscal note

[ ] zero with analysis

[ ] same as previous fiscal note 

published ___________________

[ )(] same as previous zero fiscal 

note published pj j ( j  R tf ''
SIGNING OTHER RECOMMENDATIONS:

J>_______

Chairman's signature
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S T A T IS O F A  LA S IC A
□ F F I C E  O F  T H E  G O V E R N O R  

J U N  E  A U

February 11, 1988

The Honorable Jan Faiks 
President of the Senate 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Senator Faiks:

Under the authority of art. Ill, sec. 18, of the Alaska Con­
stitution, I am transmitting a bill relating to foreign 
trade zones. The bill repeals and reenacts AS 45.77.010 to 
make it more comprehensive and to remove certain ambigu­
ities. The changes are intended to encourage establishment 
of foreign trade zones by clarifying the authority to apply 
for foreign trade zone privileges and to operate the zones.

The bill improves on the existing statute by making clear 
(1) that public corporations may jointly apply for estab­
lishment of a foreign trade zone; (2) that both public and 
private corporations may apply for foreign trade zone privi­
leges; and (3) if the application is approved, that they 
may operate the zone. For a private corporation, the pre­
sent statute's requirement of approval from the commissioner 
of commerce and economic development is retained. Either a 
public or private applicant may operate the foreign trade 
zone by contracting with a private operator.

"Public corporation" is defined to include the state, a po­
litical subdivision of the state, and a board, commission, 
or other instrumentality of either, or any combination of 
these entities. For example, the bill would allow the state 
to work with a municipality, or several municipalities or 
their agencies, to apply together for the privilege of es­
tablishing or operating a foreign trade zone. The concept 
of defining "public corporation" to include the state itself 
is somewhat unusual, but it directly parallels federal law 
(19 U.S.C. 81a(e)).

Several other states, including Rhode Island, North 
Carolina, Maryland, and Tennessee, have a similar statute. 
This bill goes beyond their versions, however, by making 
clear the authority of various public entities to cooperate.



The H o n o ra b le  J a n  F a ik s Page 2

Several existing provisions of law provide authority for the 
state to cooperate with local entities. The Alaska Consti­
tution, art. X, sec. 13, allows the state to agree with lo­
cal governments for joint cr cooperative administration of 
any functions. And AS 02.15.080 and 02.15.130 provide spe­
cifically for such cooperc ‘ '' :t adminis­
tration.

ateve Cowper 
Governor



STATE OF ALASKA 1988 LEGISLATIVE SESSION
FISCAL NOTE

REQUEST

Revision Date? ____________________________
Title: Relating to Foreign Trade Zone

'luies C o m m i t t e eSponsor: _______________
Requestor: Governor

B i l l  V e r s i o n :  S 6  4 1 4
P u b l i s h  D a t e :

Agency Affected: 
BRU:

Components:

DOT&PF

EXPENDITURES/REVENUES: (T1lousands oi Dollars)
OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 ' 0 0

| CAPITAL 0 o . . . o 0 0 o 1

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: There is no fiscal impact to the Department of Transportation
and Public Facilities

Prepared by: Robert G. Poe, Jr., Deputy Commissioner'll1 Phone: 465-3900
Division:   Date: 2/1/88

Approved by Commissioner: 
Agency: DOT&PF________

Mark S. Hickey Date:

Distribution (by preparer): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 

Impacted Agency(ies)

Senate Secretary
P a g e  1 o f  1
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DEPARTM ENT O F  LAW
OFFICE OF THE ATTORNEY GENERAL

March 3 ,  1988

STEVE COWPER, GOVERNOR
R E P L Y  TO:

□ 1031 W 4th AVENUE 
SUITE 200
ANCHORAGE. ALASKA 99501 -1994  
PHONE. (907 ) 276-3550

□ 1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701 -46  79

H D  I? :' r 7 !■ \1'V  H r / C T T h  BOX K -ST A T E  CAPITOL 
I ... . L "-! 'A ' i —  i l  *1 / IF  ! _______; • i t  • *

U i Li i j: ( j  , -  —  -  i JUNEAU. ALASKA 99811-0300
The H o no r a b l e  M i tch  Abood, Cha ir  U u  \ •PHo n e . (9 07 i 465-3600
A la s k a  S t a t e  S e n a t e  mar « , -jo.-.
S t a t e  A f f a i r s  Commit tee ’ f, °  L c , J
A la s k a  S t a t e  L e g i s l a t u r e  r  - > - r > r > r ~
P.O. Box V ^
J u n e a u ,  A la s k a  99811 COK-WSSIONEFTS OFFJCii

Pe: SB 414 ( F o r e i g n  T rade  Zones)
Dear S e n a t o r  Abood:

The s e n a t e  s c h e d u l e  shows t h a t  t h i s  b i l l  w i l l  be taken  
up i n  y o u r  comm it te e  on F r i d a y ,  March 4, 1988. P e rh ap s  some com­
ments  i n  a d d i t i o n  t o  t h e  g o v e r n o r ' s  F e b r u a r y  11, 1988 t r a n s m i t t a l  
l e t t e r  (1988 S e n a t e  J o u r n a l  page 2227) wou ld  be h e l p f u l .

F e d e r a l  law  (19 U.S.C §81a - -  81u) p r o v i d e s  f o r  the
e s t a b l i s h m e n t  o f  f o r e i g n  t r a d e  z o n e s .  ( S e e , i n  p a r t i c u l a r ,
19 U .S .C .  8 1 b (d ) ,  d e a l i n g  w i t h  j o i n t  s t a t e / m u n i c i p a l  f a c i l i t i e s ,  
and r e q u i r i n g  s t a t e  l e g i s l a t i o n . )  A l a s k a ' s  law on t h e  s u b j e c t ,
AS 4 5 .7 7 .0 1 0 ,  i s  a s p a r s e  p r o v i s i o n  t h a t  c o n t a i n s  s e v e r a l
d e f e c t s .  S e n a t e  B i l l  414 improves t h e  c u r r e n t  law i n  a t  l e a s t  
th e  f o l l o w i n g  f o u r  ways:

1. The c u r r e n t  law does  n o t  p r o v i d e  f o r  a j o i n t
a p p l i c a t i o n  by , f o r  ex am p le ,  t h e  s t a t e  and a
m u n i c i p a l i t y .  The b i l l  r em ed i e s  t h a t  by d e f i n i n g
" p u b l i c  c o r p o r a t i o n "  t o  i n c l u d e  a c om b in a t i o n  o f
t h e  s t a t e  o r  i t s  a g e n c i e s  and a p o l i t i c a l  s u b d i v i ­
s i o n  o f  t h e  s t a t e  o r  t h e  p o l i t i c a l  s u b d i v i s i o n ' s  
a g e n c i e s .  See p ropo sed  AS 4 4 . 7 7 . 0 2 0 ( 3 ) ,  i n  s e c .  2 
o f  t h e  b i l l .

2. The c u r r e n t  law does n o t  d e f i n e  t e rm s  such  as 
" c o r p o r a t i o n , "  " s t a t e , "  o r  " m u n i c i p a l i t y "  t o  make 
c l e a r  w h e th e r  s u b d i v i s i o n s  o r  a g e n c i e s  a r e  a u t h o r ­
i z e d  t o  a p p ly  f o r  f o r e i g n  t r a d e  zone p r i v i l e g e s .  
The b i l l  p r o v i d e s  h e l p f u l  d e f i n i t i o n s  o f  t h e  r e l e ­
v a n t  t e rm s ,  making c l e a r  wha t  e n t i t i e s  may ap p ly .  
See p r o p o s e d  AS 45 .7 7 .0 2 0 ,  i n  s e c .  2 o f  t h e  b i l l .

0 3 - C 5 L H



The H ono ra b le  M i tch  Abood, C h a i r  
A la sk a  S t a t e  S e n a t e

March 3 , 1988 
Page 2

3. I n  t h e  c u r r e n t  law , AS 4 5 .7 7 .0 1 0 (1 )  and (3) a r e  
c o n t r a d i c t o r y .  The q u a l i f i c a t i o n s  o f  a c o r p o r a ­
t i o n  wh ich  p a r a g r a p h  1 l e a d s  you t o  e x p e c t  i n  
p a r a g r a p h  3 a r e  m i s s i n g .  I n  a d d i t i o n ,  p a r a g r a p h  1 
s p e c i f i e s  t h a t  t h e  comm iss ion e r  o f  commerce and 
economic deve lopmen t  a p p l i e s  on b e h a l f  o f  a c o r p o ­
r a t i o n ,  b u t  p a r a g r a p h  3 p r o v i d e s  t h a t  t h e  c o r p o r a ­
t i o n ' s  o f f i c e r s  do th 6  a p p l y i n g  ( " t h r o u g h  t h e  
c o m m i s s i o n e r " ) .  The b i l l  r em ed i e s  t h e s e  p ro b l em s .  
See p r o p o s e d  AS 4 5 .7 7 .0 1 0 ( a )  and ( b ) , i n  s e c .  1 o f  
t h e  b i l l .

4. The c u r r e n t  law im p l i e s  t h a t  t h e  s u c c e s s f u l  a p p l i ­
c a n t  i s  t o  be t h e  e n t i t y  t h a t  w i l l  " e s t a b l i s h ,  
o p e r a t e ,  and m a i n t a i n "  t h e  f o r e i g n  t r a d e  zone ,  
w i t h o u t  i n d i c a t i n g  t h a t  o p e r a t i o n s  may be h a n d l e d  
by c o n t r a c t  w i t h  a p r o f e s s i o n a l  o p e r a t o r .  The 
b i l l  r em ed i e s  t h i s  o v e r s i g h t .  See p r o p o s e d  
AS 4 5 . 7 7 . 0 1 0 ( c ) ,  i n  s e c .  1 o f  t h e  b i l l .

I  hope t h a t  you and you r  comm it te e  w i l l  f i n d  t h i s  h e l p ­
f u l ,  and  I  w i l l  l e a v e  t o  r e p r e s e n t a t i v e s  o f  t h e  D epa r tm en t  o f  
T r a n s p o r t a t i o n  and P u b l i c  f a c i l i t i e s  a d e s c r i p t i o n  o f  t h e  b e n e ­
f i t s  t o  be d e r i v e d  f rom  e s t a b l i s h i n g  f o r e i g n  t r a d e  zones  i n  
A l a s k a .

Thank you f o r  t h i s  o p p o r t u n i t y  t o  comment.
Yours t r u l y ,
GRACE BERG SCHAIBLE 
ATTORNEY GENERAL

By:
A r t h u r  H. P e t e r s o n  
A s s i s t a n t  A t t o r n e y  G en e r a l

AHP/lg
cc :  ‘-R ob e r t  Poe , Deputy Commiss ioner 

D epa r tm en t  o f  T r a n s p o r t a t i o n  and 
P u b l i c  F a c i l i t i e s

Bob Evans ,  L e g i s l a t i v e  L i a i s o n  
O f f i c e  o f  t h e  Gove rno r





HOUSE COMMITTEE REPORT i B H.
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Date referred: 4/14/88 FURTHER REFERRALS: Finance

DATE:

The Labor & Commerce Commrttee has considered CSSB 438 (Fin).

"An Act relating to common interest community managers."

RECOMMENDS:

[ ] replace with ________

[ ] attached amendment(s)

t X do pass 

do not pass 

no recommendation 

individual recommendations 

additional referral to the

[ ] the same title

[ ] a new title

Committee

ADOPTS: [ ] letter of intent

ATTACHES NEW FISCAL NOTE(s): 

[ ] fiscal impact

[ ] zero fiscal note

[ ] zero with analysis

SIGNING DO PASS:

[^(] same as previous fiscal note 

published 4  ( j
[ ] same as previous zero fiscal

note published ______________

SIGNING OTHER RECOMMENDATIONS:



Alaska State Legislature
S E N A T E  

O f f ic e  o f  t h e  P r e s id e n t

P.O. Box V 
State Capitol 

Juneau, Alaska 99811 
(907)465-3755

MEMORANDUM

April 14, 1988

TO: Representative Dave
House Labor and

FROM: Senator Jan Faiks
President of the

SUBJECT: CSSB 438 (Fin)

CSSB 438 (Fin) has been referred to the Labor and Commerce 
Committee for consideration. This bill adds a new chapter to 
Title 8 of the Alaska Statutes, requiring the licensing of common 
interest community managers.

Common interest communities are regulated in AS 34.07 (horizontal 
property regimes) and 34.08 (common interest communities). These 
communities include properties in which the owners of individual 
units in a building or other real property jointly own the common 
areas. The most common example is the condominium.

Common interest communities frequently employ a professional manag 
er to handle the affairs of the community association, and various 
businesses bid to obtain these contracts. As you know, AS 34.07 
and 34.08 are complex, and impose many legal requirements on the 
operation of common interest communities. Unfortunately, at the 
present time only a small percentage of persons working as profes­
sional managers are really qualified to do so.

Moreover, managers frequently have sole-signature authority over 
the reserve accounts of community associations. In Alaska, these 
accounts can total several hundred thousand dollars. There have 
already been cases of managers embezzling significant sums from 
local community associations.

To make certain that those who act as professional managers pos­
sess the minimum necessary level of knowledge, and to ensure that 
certain standards of integrity are maintained, I believe that the 
professional managers of community associations should be licensed 
by the state. CSSB 438 (Fin) accomplishes these goals.



itfm

Following are some commonly asked questions about this legisla­
tion, and the answers to them:

1. What does a common interest community manager do?

The manager is responsible for the day-to-day operation of the 
association. This includes collecting dues, dealing with 
mortgagors, arranging for maintenance and repair on the common 
areas, perfecting liens, and keeping the books.

2. Is an independent board created to regulate managers?

No, the Department of Commerce and Economic Development is 
given this authority.

3. Do all persons who manage community associations have to be 
licensed?

No, only persons who contract with community associations to 
act as professional managers. Smaller associations which are 
managed in-house by officers or board members of the associa­
tion are unaffected by this bill, since those persons are 
exempted from licensure.

4. How many people does this bill effect?

At the present time, it is estimated that approximately 50 
persons are acting as the professional managers of community 
associations in Alaska.

5. Are persons currently acting as managers required to take 
classes in the law of common interest communities before re­
ceiving their initial license?

No. Since no classes are yet approved by the department, it 
is impossible to require this. Education is only required for 
renewal of the the initial license. The department has the 
discretion, however, to require first-time licensees to take 
classes in the future, when this becomes practical.

Specifically, the bill makes the following changes and additions 
to current law:

Section 1 Makf.s AS 08.01, relating to centralized licensing, 
applicable to common interest community managers.

Section 2 Gives the Department of Commerce and Economic Devel­
opment the authority to perform all necessary administrative du­
ties with respect to the licensing of managers.

Section 3 Adds a new chapter to AS 08:

Sec. 08.15.010 (a) An individual, 18 years of age or older,



shall be licensed by the department on payment of a fee, on 
proof that the individual has not engaged in conduct that is 
grounds for imposing disciplinary sanctions under AS 
08.15.040, and on meeting any additional requirements estab­
lished by the department.
(b) An individual licensed under (a) may renew the license if 
the person takes 24 hours per year of approved classes in the 
law of common interest communities or in business or account­
ing.

Sec. 08.15.020 Exempts certain persons from licensing re­
quirements, including (a) officers or employees of AHFC or of 
a bank or other financial institution; (b) an attorney li­
censed in the state; (c) an officer or member of the board of 
a common interest community who is managing that community; or 
(d) an employee of a common interest community other than the 
manager.

Sec. 08.15.030 Authorizes the department to set licensing
fees.

Sec. 08.15.040 Specifies grounds for imposing disciplinary
sanctions on a manager.

Sec. 08.15.050 Specifies the types of sanctions which may
be imposed for committing an act under .040.

Sec. 08.15.060 Prohibits persons who are not licensed or
exempted from licensure from managing a common interest commu­
nity.

Sec. 08.15.070 Makes violations of 08.15.060 a class B
misdemeanor.

Sec. 08.15.080 Authorizes the department to adopt regula­
tions to implement this chapter.

Sec. 08.15.100 Defines "department" as the Department of
Commerce and Economic Development.

:ion 4 Makes a technical change to AS 34.03.490(b). 

se contact my office if you have any questions or comments.
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SUBJECT: C o n s t i t u t i o n a l i t y  o f  CSSB 461 ( J u d i c i a r y )
TO: R e p r e s e n t a t i v e  H.A. "Red" Boucher
FROM: T e r r i  Lau te rbach .

A s s i s t a n t  R e v i s o r

Kathy Anders  o f  y o u r  o f f i c e  h a s  r e q u e s t e d  a l e g a l  o p i n i o n  on 
t h e  c o n s t i t u t i o n a l i t y  o f  CSSB 461 ( J u d i c i a r y ) ,  a b i l l  t h a t  
l i m i t s  t h e  l i a b i l i t y  o f  h o s p i t a l s  i n  r e l a t i o n  t o  t h e  a c t s  o f  
nonemp loy ee s .  I t  i s  my u n d e r s t a n d i n g  f rom h e r  t h a t  you have 
no s p e c i f i c  d o u b t s  a b o u t  t h e  b i l l  b u t  t h a t  o t h e r s  may be 
c o n c e rn e d  a b o u t  i t s  g e n e r a l  e f f e c t .
In my o p i n i o n ,  t h e  b i l l ' s  e f f e c t  o f  l i m i t i n g  l i a b i l i t y  i s  
c o n s t i t u t i o n a l .  The c o u r t  d e c i s i o n  t h a t  t h e  b i l l  s e e k s  to  
o v e r t u r n  i s  J a c k s o n  v .  Pow er , 743 P . 2d 1376 (A la sk a  1987). 
A f t e r  an  e x t e n d e d  d i s c u s s i o n  o f  t h e  s t a t u t e s  and r e g u l a t i o n s  
g o v e rn i n g  h o s p i t a l s  i n  A l a s k a ,  t h e  c o u r t  found  i n  J a c k s o n  
t h a t  t h e  h o s p i t a l  c o u ld  " n o t  s h i e l d  i t s e l f  f rom l i a b i l i t y  by 
c l a im i n g  t h a t  i t  i s  n o t  r e s p o n s i b l e  f o r  t h e  r e s u l t s  o f  n e g ­
l i g e n t l y  p e r f o rm ed  h e a l t h  c a r e  when t h e  law imposes  a du ty  
on t h e  h o s p i t a l  t o  p r o v i d e  t h a t  h e a l t h  c a r e . "  J a c k s o n , a t  
1385 (emphas i s  a d d e d ) .  The c o u r t  a l s o  founded  i t s  d e c i s i o n  
on some p u b l i c  p o l i c y  a r g um en t s .
The J a c k s o n c o u r t  found t h a t  t h e  du ty  o f  t h e  h o s p i t a l  to  
p r o v i d e  n o n n e g l i g e n t  h e a l t h  c a r e  was a n o n d e l e g a b l e  du ty  
b e c a u s e  t h e  laws o f  t h e  s t a t e  and p u b l i c  p o l i c y  p l a c e  t h a t  
d u ty  on t h e  h o s p i t a l .  In  my o p i n i o n ,  t h e r e  i s  n o t h i n g  
u n c o n s t i t u t i o n a l  a b o u t  ch ang in g  t h e  laws o f  t h e  s t a t e  to  
l i m i t  a l i a b i l i t y  t h a t  i s  founded  p r im a r i l y  on t h e  laws o f  
t h e  s t a t e .  And t h e  l e g i s l a t u r e ' s  d i s c r e t i o n  to  d e t e rm in e  
m a t t e r s  o f  p u b l i c  p o l i c y  i s  c l e a r ,  a b s e n t  c o n s t i t u t i o n a l  
c o n s t r a i n t s .
I t  i s  im p o r t a n t  to  n o t e  t h a t  CSSB 461 ( J u d i c i a r y ) does n o t  
d e p r i v e  any h o s p i t a l  p a t i e n t  o f  a c au se  o f  a c t i o n  a g a i n s t  
t h e  nonemployee who may have been  n e g l i g e n t .  Nor does
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CSSB 461( J u d i c i a r y )  d e p r i v e  a p a t i e n t  o f  a c a u s e  o f  a c t i o n  
a g a i n s t  t h e  h o s p i t a l  i f  i t  was n e g l i g e n t  i n  c o n t r a c t i n g  w i t h  
t h e  nonemployee .  The h o s p i t a l  w i l l  s t i l l  b e  l i a b l e  i f  i t  
n e g l i g e n t l y  c o n t r a c t s  w i t h  a p e r s o n  who i s  u n f i t  t o  p e r f o rm  
h e a l t h  c a r e  s e r v i c e s  and t h a t  p e r s o n  s u b s e q u e n t l y  i n j u r e s  a 
p a t i e n t .

CSSB 461( J u d i c i a r y )  s im p ly  p r o v i d e s  by law t h a t  ev en  though  
t h e  h o s p i t a l  i s  r e q u i r e d  by law to  p r o v i d e  c e r t a i n  t y p e s  o f  
h e a l t h  c a r e  t h a t  t h i s  d u t y ,  by i t s e l f , i s  n o t  enough  to  f i n d  
t h e  h o s p i t a l  l i a b l e  f o r  t h e  n e g l i g e n c e  o f  i t s  n on em p lo y e e s .  
The l e g i s l a t u r e ,  by e n a c t i n g  CSSB 461 ( J u d i c i a r y ) ,  would  be 
e s t a b l i s h i n g  a p u b l i c  p o l i c y  i n  f a v o r  o f  t h i s  t y p e  o f  
l im i t e d  immunity f o r  h o s p i t a l s .
I f  you have  more s p e c i f i c  c o n c e r n s  n o t  a d d r e s s e d  by t h i s  
memo, o r  i f  I  can  be o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  c o n t a c t  
me.

TML:gc 
WKG3:043
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Thank you -for giving me the opportunity to provide testimony 
concerning SB 461. First, a word about myself, I am currently 
the Executive Director of Alaska Health Project, a private non­
profit organization devoted to public health education. For the 
six years prior to my coming to Alaska I conducted social 
research, developed and presented lectures in industrial health, 
and wrote professional papers relating to my teaching and 
administrative positions at the University of New Mexico School 
of Medicine. I am by training a medical sociologist.

I would like to analyze SB 461 by applying a few simple 
questions about the Bill's impact on health, economics, and 
social issues. In this way we can focus in on the essential 
e 1ements of the S i l l .

WILL SB 461 IMPROVE HEALTH CARE FOR ALASKANS? No. There is 
nothing in this Bill that indicates that health care in Alaska 
will improve as a result of this Bill. The fact that hospitals 
will lose all incentive to take an active responsibl1 ity for the 
provision of high quality health car* will result in the decline 
of medical standards. Hospitals will lose their incentive to 
rationally organize a health care system,

WILL SB 461 RESULT IN LOWER INSURANCE RATES FOR HEALTH CARE 
PROVIDERS? No evidence has been presented to Indicate that SB 
461 will result in lower Insurance rates for providers. The 
opposite appears to be the case. Health care providers can 
expect larger premiums <if they chose to purchase insurance at 
all) since the hospital will no longer share liability with the 
prov i ders.

WILL SB 441 RCGULT IN LOWER HEALTH CARE COSTS FOR CONSUMERS? 
No aspect of this proposed legislation will r**ult in lower 
health care costs for consumers. In fact the rate of rising 
neal th care costs will likely increase a* a result of this 
legislation, Hospital- inItiated cost containment efforts will be 
blunted by the dismantling of the hospitals' centralized 
authority over increasingly autonomous franchised cost centers.

IF SB 461 WILL NOT IMPROVE THE HEALTH OF ALASKANS, WILL 
RAISE INSURANCE RATES FOR HEALTH CARE PROVIDERS, AND WILL RAISE 
COSTS FOR CONSUMERS, THEN WHAT IS THE PURPOSE OF THIS BILL? The 
real purpose of SB 461 is tc improve the profit margins of 
Alaskan hospitals by shifting the costs to health car® providers 
associated with the hospitals' share of actual and potential 
liabilities. While there is nothing reprehensible in attempting 
to increase the hospitals' profit margins, SB 461 has a number of 
unintended consequences that are inappropriate if not dangerous
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■for Alaskan health care consumer**

IS THERE A BETTER WAY FOR HOSPITALS TO REDUCE THE COSTS OF 
LIABILITY WITHOUT THE NEGATIVE CONSEQUENCES ASSOCIATED WITH SB 
441? From the point of view of the health of Alaskans, it is 
clearly a more rational, humane strategy for hospitals to 
actiuely take part in the elimination of the practice of baa 
medicine within their walls rather than to adopt the "devil may 
care" policy of simple shifting entirely to providers the costs 
associated with the practice of bad medicine.

Another approach that simultaneously reduces the practice of 
bad medicine and reduces the costs of malpractice Insurance for
gcod ph^elc i ano I-5 concept of the se 1 f inwurvJ Lrusl -fund for
medical malpractice claims. This approach also potentially 
reduces the number of claims made on hospitals, since It 
encourages the practice of better medicine within their' walls. 
Self-insured trust funds have successfully operated in the United 
States for more than a ciecade.

IN SUMMARY, I URGE DEFEAT OF SB 441. It has the potential 
of encouraging the practice of sloppy medicine in all Alaskan 
hospitals. The Bill is against the interests of every Alaskan 
whv. will need health care in the coming years. SB 441 simply 
shifts the costs for bad medicine. In Alaska we should strive 
for responsible legislation that will result in better medicine 
and lower costs for all.



HEALTH ASSOCIATION OF ALASKA 
LIABILITY INSURANCE COSTS 

1986 TO 1988

FACILITY 1986 1988

Alaska Psych Institute N/A N/A
Alaska Surgery Center N/A N/A
Alaska Treatment Center 24,270 30,760
Bartlett Memorial 275,696 587,700
Central Peninsula Hospital 66,985 91,017
Charter North Hospital 128,756 192,000
Cordova Community Hospital

Acute 11,757 36,171
Long Term Care 7,478 23,005
Non-Reimbursable 4,006 12,324

Denali Center 18,215 — -— 7,377
Fairbanks Memorial Hospital 430,236 — ---->-346,190
Geneva Woods Surgical Center 99,600 N/A
Karborview Development Center N/A N/A
Heritage Place 2,766 4,800
Hope Cottages 72,619------ >70,714
Humana Hospital-Alaska 528,671 1,486,980
Ketchikan General Hospital

Acute 45,452 147,973
Long Term Care 19,052 62,027

Kodiak Island Hospital
Acute 33,989 48,573
Long Term Care 10,075 14,397

Norton Sound Regional Hospital
Acute 182,205 306,114
Long Term Care 22,312 37,486

Our Lady of Compassion Care Center 16,500 18,000
Petersburg General Hospital

Acute. 11,028 21,947
Long Term Care 9,594 19,092

Providence Hospital 658,209 944,559
St. Ann's Nursing Home 66,890 116,500
Seward General Hospital N/A N/A
Sitka Community Hospital 49,343 195,995
South Feninsula Hospital

Acute 59,787 164,932
Long Term Care 14,594 40,258

Valdez Community Hospital 5,524 j, 623
Valley Hospital 273,653 405,424
Wesleyan Hospital N/A N/A
Wrangell General Hospital

Acute 1,512 2,698
Long Term Care 19,226 34,304

$3,147,262 $5,377,918

Source: Medicaid Rate Commission

More Information: Harlan Knudson
Health Association of Alaska 
586-1790

4/88
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