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employed by the prospective vendor in a managerial or supervisory
capacity has within the preceding five years been convicted of, in
prison for, or on parole for a felony, or has at any time been con-
victed of a crime involving theft or dishonesty or of a violation of a
municipal, state, or federal gambling law. The permittee or operator
seeking to register the prospective vendor may obtain a hearing to
review the department"s refusal.

@ Upon approval of the vendor registration, the department
shall 1issue an endorsement to the permittee®s permit or the operator®s
license that authorises ti.e conduct of pull-tab sales at that vendor
location.

(e) The endorsement 1issued under (d) of this section 1is an
extension of the permittee"s or operator®s privilege under AS 05.15.-
100 to conduct pull-tab sales in this state. A vendor may not sell a
pull-tab series until the permit or license containing the endorsement
for the new vendor location has been posted by the permittee or opera-
tor in the registered vendor establishment. The endorsed permit or
license must be clearly visible to the gaming public.

) A separate endorsement shall be 1issued for each vendor
location. The permittee or operator shall inform the department when
a vendor with whom the permittee or operator 1is contracting changes
th"e physical location at which pull-tabs are sold, and shall return to
the department the endorsed permit or license of a vendor that 1is no
longer selling pull-tabs on behalf of the permittee or operator.
Failure to inform the department of a change in vendor location, or to
return the endorsed permit or license to the department after a vendor
change, may constitute grounds for the suspension or revocation of a

permittee”s permit or an operator®s license.

(g) At the time that a permittee or operator annually renews its
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permit or Jlicense, it shall also renew the registration of all loca-
tions where a vendor is selling pull-tabs on the permittee"s or opera-
tor®"s behalf and 3hall pay a registration fee of $50 for each vendor
location.

(h) A permittee or operator that uses a vendor to sell pull-tabs
on its behalf shall enter into a written contract with that vendor.
The department may inspect this contra’* IT the contract contains
provisions that violate this chapter or the regulations adopted under
it, the department may, after a hearing, declare the contract void,
and may suspend or revoke the registration of the vendor and the
license of the operator or the permit of the permittee.

(i) A person, other than a permittee"s member-in-charge or an
operator, may not directly supply a pull-tab series to a registered
vendor fcr sale by that vendor - behalf of tne permittee or operator.
A vendor may not acquire a series from a licensed distributor.

() A permittee or operator may not compensate a vendor for
selling a series of pull-tabs on the permittee®s or operator®s behalf
in an amount greater than 30 percent of the ideal net.

(k) An amount equal to the ideal net less the compensation paid
to the vendor shall be paid by the vendor within 30 days of the date
that the member in charge or operator delivers a pull-tab series to
the vendor for sale. The amount required to be paid by the vendor
under this subsection must be paid by check and shall be deposited by
the permittee or operator directly into its gaming checking account.

(1) A vendor may not enter into a contract with a permittee to
sell pull-tabs for compensation if

(@) the permittee 1is a qualified organization,
owner or manager of the vendor is a member of the governing body of
the organization, or is the organization®s designated member in charge
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under AS 05.15.112} or
() the permittee 1is a municipality, and the owner or
manager of the vendor is an elected official of the municipality or Iis
employed by the municipality in a managerial position.
* Sec. 10. AS 05.15.188(g) 1is repealed and reenacted to read:

(@) At the time that a permittee or operatorannually renews its
permit or license, it shall also renew the registration of all loca-
tions where a vendor is selling pull-tabs on the permittee®s or opera-
tor"s behalf and shall pay a registration fee of $50 for each vendor
location. The permittee or operator shall also forward, with each
vendor registration renewal, that vendor®s annual payment of the
assessment tc the charitable gaming surety fund.

* Sec.1l. AS 05.15.188 is amended by adding a new subsection to read:

(m) The vendor registration required by (@) of this section
shall be accompanied by payment of the vendor®s assessment to the
charitable gaming surety fund under AS 05.15.230. The assessment
amount shall be set by the department by regulation and may not exceed
$100. The payment shall be drawn on the checking account of the
vendor and may not be paid by the permittee or operator on the ven-
dor®s behalf.

* Sec.12. AS 05.15 is amended by adding a new section to read:

Sec. 05.15.195. ORDER PROHIBITING ACTION IN VIOLATION OF CHAP-
TER. (@ If the commissioner determines that a person has engaged in
or 1is about to engage in an act or practice in violation of this
chapter or a regulation adopted under this chapter, the commissioner
may, after giving reasonable notice to the person and an opportunity
for the person to be heard, issue an order prohibiting the violation
by the person. The order remains in effect until the person has

submitted evidence acceptable to the commissioner showing that the
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violation has been corrected.

(b) If the public interest requires, the commissioner may Iissue
an emergency order prohibiting an act or practice in violation of this
chapter or a regulation adopted unier this chapter without notice to
or an opportunity to be heard by the person affected by the order.
The commissioner shall immediately serve the person with a copy of the
emergency order. An emergency order expires 30 days afte* the date it
is issued, 1if the person affected by the order requests a hearing
within 15 days of receipt of the order. If the person does not re-
gquest a hearing within 15 days of receipt of the emergency order, the
order becomes permanent. Following a hearing, the commissioner may
rescind, modify, or make permanent the emergency order.

Sec. 12. AS 05.15.200(b) is amended to read:

(b) A person who, withthe intent to mislead a public servant _n
the performance of the public servant®s duty, submits a false state-
ment in an application for a permit, license, or vendor registration
under this chapter [,] is guilty of unsworn falsification.

Sec. 13. AS 05.15.210 1is amended by adding new paragraphs to read:

(35) "ideal net" means an amount equal to the total amount
of receipts that would be received if every individual pull-tab ticket
in a series were sold at face value, less the prizes to be awarded for
thht series;

(36) "permittee” means a municipality or a qualified orga-
nization that holds a valid permit under AS 05.15.100;

(37)"vendor™ means a business whose primary activity is not
regulated by this chapter but that is engaged in thesale of pull-tabs
on behalf of a permitteeor operator, holds a business license under
AS 43.70, and is

(A) a retail establishment;

-9- CSSB 501 (1SC)



(B) an eating establishment; or
(© an establishment licensed under AS OA.1l1.

* Sec. 14. AS 44.62.330(a) 1is amended by adding a new paragraph to

read:

(55) Department of Commerce and Economic Development con-

cerning the regulation of charitable gaming under AS 05.15.

* Sec. 15. Sections 9 and 10 of this Act take effect on the effective
date of an Act establishing a charitable gaming surety bond that is enacted

by the Sixteenth Alaska State Legislature.

* Sec. 16. Except for secs. 9 and 10, this Act takes effect immediately

under AS 01.10.070(c)-

CSSP 301 (L&C) 10
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HOUSE BILL NO. 517

COMMITTEE REPORT

12, 1990 FURTHER REFERRALS:

FINANCE
AFFAIRS Committee considered: HB 517

APPROP: MAT-SU GAS PIPELINES

"An Act making appropriations for payment as grants to the Matanuska-
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ALASKA STATE LEGISLATURE
REPRESENTATIVE CURT MENARD

165 E. Parks Hwy. P.O. Box V
Wasllla, Alaska 99687 Juneau, Alaska 99811
(907) 373-2878 (907) 465-2679

MEMORANDUM

TO:

FROM:
DATE
RE

Members of the House Committee
on Community and Regional Af-p*/w<=

Representative Curt Menard
March 14, 1990

HB 517 - Appropriation for Mat-Su Gas Pipelines

HB 517 1s iIn answer to concerns brought to my
attention by numerous Valley residents.

1. Many homes and businesses in the areas which
would be served by these lines were built at a time
when gas service appeared imminent. These structures
are now being heated with propane or electricity at
a cost far above other fuel sources.

2. The Valley"s real estate market, more so than
any other area of the state, 1s slowly straggling
out of a crisis situation. The availability of gas
will greatly increase the value and desirability of
homes now sitting empty, many of which are either 1in
foreclosure or on the brink of foreclosure.

3. Reduced energy costs will stimulate development
and that will boost the entire Valley economy.

4. Conversion to natural gas can reduce energy
costs by up to 70%. This translates into savings for
every taxpayer in the Valley as schools, fire
stations, libraries and public facilities take
advantage of energy savings.

5. Ground water pollution is a serious problem;
each year, as underground fuel storage tanks age, so
does the chance that they will develop a leak. The
availability of gas provides property owners and
developers with an iImportant alternative.

This bill 1is iIn direct response to consumer
requests. Thank you for your atcention to my
comments. 1 am available at any time for your
guestions

Co-Chaw

Represent_lng the House Resource Committal
Matanuska-Susitna Borough Member

Special Committee on Toumm
Stole Attain Committee
Budovt Committee



APPROPRIATION BILL FOR THE
CONSTRUCTION OF NATURAL GAS PIPELINE
EXTENSION PROJECTS

Description of Extension Projects:

1

Palmer to Sutton A natural gas pipeline of approximately 13.8
miles from ENSTAR Natural Gas Company's (ENSTAR) Palmer
gate station to Sutton, with a lateral line to the Palmer Correctional

Facility. $2,970,000.

Palmer — Knik River (Palmer Butte) A natural gas pipeline of
approximately 9.3 miles from Palmer to the Butte area which would
cross the Matanuska River and generally follow the Old Glenn
Highway. $1,700,000.

Big Lake A natural gas pipeline of approximately 9.9 miles from
Knik-Goose Bay Road to the Big Lake area, which would run .6
miles along Vine Road, 7.3 miles along Hollywood Road, and 2
miles along Big Lake Road. $1,940,000.

Meadow Lakes - Houston School Area A natural gas pipeline of
approximately 11.9 miles along Vine Street and the Parks Highway,
which would terminate at the Houston high school and the senior
center. Natural gas service would be available to the Meadow Lakes

area. $2,200,000.

Point MacKenzie Port A natural gas pipeline of approximately 13.3
miles from ENSTAR's transmission line to the proposed Point
MacKenzie Port. $4,950,000.



RESIDENCES, BUSINESSES, AND OTHER
BUILDINGS POTENTIALLY SERVED
BY EACH PROJECT

Palmer to Sutton
Residences: 315
Businesses: 15

Schools: 1
Other: 2 (Palmer Correctional Facility, 2 fire stations, and library)

Palmer -- Knik River (Palmer Butte)
Residences: 660
Businesses: 40

Schools: 1
O*iier: 3 (2 fire stations and plant material center)

Big Lake
Residences: 1050
Businesses: 55

Schools: 1
Other: 4 (2 shopping malls and 2 fire stations)

Meadow Lakes - Houston School Area
Residences: 850
Businesses: 35

Schools: 1
Other: 5 (3 shopping malls and 2 fire stations)

Point McKenzie Port Project
Other: Port Buildings, Economic Development Projects, and

University of Alaska Agricultural Experimental Station
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SENT Qv:wasill a. ALASKA!!! 5 2-27-90 1 2:35PM : City 0* WASILLA- 14835552:# 3

tveguesteu oy: Aamin.atra
Prepared by: Admir.iscra

CITY OF WASILLA

AUE [IKHNING AVE
AS1LLA, ALASKA 99087
PHONE: (007) 373-9050
FAX: (907) 173-0788

RESOLUTION NO. WR90-12

A RESOLUTION OF THE CITY COUNCIL OF WASILLA, ALASKA EXPRESSING
SUPPORT FOR HCUSE BILL 517 AND FOR THE USE OF RATLRELT ENERGY
FUND MONIES IN THE MATANUSKA-SUSITNA BOROUGH.

WHEREAS, Representatives Curt Menard and Ron Larson have
cosponsored House Bill 517; and

WHEREAS, House Bill 517 will provide for expenditure of.
Railbelt Energy Fund monies to benefit the residents and
businesses of the Matanuska-Susitna Borough; and

WHEREAS, the construction of the natural gas pipelines, as
specified in House Bill 517, will have a positive economic
impact on residents and businesses iIn the Matanuska-Susitna
Borough and therefore the City of Wasilla; and

WHEREAS, reduced energy costa will spur qrowth and boost
the local economy; and

WHEREAS, the City of Wasilla 1is committed to supporting
economic growth For the residents of Wasilla, the Borough and
the State of Alaska.

NOW, THEREFORE BE IT RESOLVED that the Wasilla City Council
urges passage of House Bill 517 and commends Representatives
Menerd and Larson for their efforts on behalf of the*community.

I certify that a resolution in substantially the above form was
passed by a maiority of those voting at a duly called and

conducted meeting of the governing bodv of the City of Wasilla
this 26th day Of February , 1990.

uSexi

C. stein, Mayor

ATTEST:



RESOLUTION 90-09

C*NTENH"hV*

HOUSTON. ALASKA
A BICENTENNIAL COMMUNITY

A RESOLUTION OF THE CITY OF HOUSTON, ALASKA IN SUPPORT CF HOUSE
BILL NO. 517 ENTITLED "AN ACT MAKING APPROPRIATIONS FOR PAYMENT
AS GRANTS TO THE MATANUSKA-SUSITNA BOROUGH FOR CONSTRUCTION OF
GAS PIPELINE PROJECTS; AND PROVIDING FOR AN EFFECTIVE DATE."

V/HEREAS, the City Council of the City of Houston is iIn agreement
that the gas pipeline needs to be brought up into these areas,
and;

WHEREAS, the City Council of the City of Houston built the
Mid-Valley Senior Center in anticipation that when gas was
brought to this area it could easily be converted to use the
natural gas, and;

WHEREAS, the City Council would also [like consideration "n
bringing ths gas pipeline on into the business core area which
is located at approximately mile 57 of the Parks Highway.

NOW, THEREFORE, be it resolved that the City Council of the City
of Houston is in full support of House Bill No. 517.

ADOPTED by a duly constituted quorum of the City Council of
Houston, Alaska this day of February, 1990.

[ S

Thomas F. Baird, Mayor_
ATTEST:

Linda L. Padie, City Clerk

PO BOX 940027 « HOUSTON. ALASKA 99694 « 892-6869



HOUSTON CHAMBER of COMMERCE

February 21, 1990

The Honorable Curt Menard
Alaska State Representative
Box V (MS 3100)

Juneau, AK 99811

Re: House Bill 517

Dear Curt,

The Houston Chamber of Commerce Board of Directors has
been notified that you have co-sponsored [legislation which
would utilize Railbelt Energy Funds to build the natural gas
line to serve Mid-Valley Senior Center and Houston High
School. We strongly endorse this legislation as i1t will use
Railbelt Energy Funds for an energy related project as well as
open the entire Houston area for natural gas installation on an
accelerated time table.

Patrick Peters
President

HOUSTON: WHERE THE REAL ALASKA BEGINS
P.0. BOX 356. HOUSTON. ALASKA 99694



CHURCH OF GOD STATE OFFICE
ALASKA -B.C.
1348 Bennington, Anchorage, AK 99508

907-272-4847

March 9, 1990
Rep. Eileen MacLean
Alaska State Legislature
P.0. Box V (MS 3100)
Juneau, Alaska 99811

Re: House Bill 517

Dear Ms. i<iaclLean:

You are to be commended on the work done on House Bill 517
and this is to let you know you have our full support.

Sincerely,

Tom Grissom

Overseer, Church of God
Alaska & B. C.

1348 Bennington
Anchorage, Ak. 99508
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March 6, 1990

Representative Eileen MaeLean
Alaska State Legislature

P.O. Box V (MS 3100)

Juneau, Alaska 99811

Dear Ms. Eileen MaelLean:

We are writing in support of the proposed natural gas pipeline which would run aiong the
Glenn Hwy from Palmer to Sutton. We have lived in the Valley all our lives, and have paid
exorbitant electric bills for years. The opportunity to have access to a gas pipeline is a very
exciting prospect for us.

The money that we would save on electricity costs would amount to a minimum of $1,200.00
per year. Of course, we would like very much to take advantage of the incredible saving"!

Please consider us very much IN FAVOR of the natural gas pipeline to Sutton.

Thank you for your consideration.

Dmme
P.O.*Box 3364
Palmer, Alaska 99645
745-4616 - hm
745-9252 - wk

(Corner of Farm Loop and Spring Creek Farm Roads)
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March 1, 1990

Representative LilLeon MaclLean
Alaska State Legislature

RE: HOUSE BILL NO. 517

While 1 am in favor of most methods of decreasing the cost of
living for aLl ALASKANS and especially those that would directly
affect my own cost, | have to oppose HOUSE BILL 517.

The total cost of HOUSE BILL 517 figures out to be $13,764 million
dollars. This $13,764 million ends up in the ENSTAR, bottom line.

It"s an addition to ENSTAR"S growth. I am not a stock owner in ENSTAR,
nor is the STATE of ALASKA. We should not be giving ENSTAR this money.
ITf a low interest loan of some kind could be found where the

STATE could recover this money I would be for it. Maybe a P.U.D.
could be formed to own these lines that ENSTAR does not want to build
with their own money. ENSTAR is a for profit corporation which is
fine, but not from a $13,764 million dollar grant from the STATE,

As to the proposed projects;

#1. Gas pipeline to Sutton; I believe the largest customer
on this line is the STATE of ALASKA CORRECTIONAL FACILITY, consequently
the GENERAL FUND of the STATE should pay their fare share of the
cost, not all the monies to come from the RAILBELT ENERGY FUND.

#3. This gas line is a duplicate of the gas line to the
HOUSTON HIGH SCHOOL, with the exception of the line to BIG LAKE.
There are very few customers on HOLLYWOOD ROAD.

#5_. While 1 am in favor of the proposed POINT MACKENZIE
PORT, at the present time we are in a minority. So this project is

ahead of our needs.
Respectfully

Marcus Methonen
P.0.BOX 521401
Big Lake, Alaska
99652
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PUBLIC OPINION MESSAGE PUBLIC OPINION MESSAGE

REPRESENTATIVE MACLEAN

DEAR: REPRESENTATIVE MACLEAN
DEAR:
NAME: KEN WIDMER
TITLE: NAVE: LAWRTNCE AND FLORA PUNCHES
address: POB 878192 TITLE:
city: WASILLA ] address: PO BOX 521313
phone: 373-2227 ZIP= 99607 CITY: BIG LAKE ZIP: 99652
bill no: VB 517 PHONE: 692-7326
SILL NO:* HB B17

SUBJECT: APPROP: MAT-SU GAS PIPELINES
SUBJECT: APPROP: MAT-SU GAS PIPELINES
MESSAGE: WE STRONGLY URGE YOU TO USE THE RAILBELT ENERGY MONEY TO FUNO GASLINES

MESSAGE! 1 URGE YOU NOT TO APPROPRIATE ANY MONEY FOR THE PORT AT
= "mlHIT MACKENZIE. ~PEOPLE OF THE VALLEY HAVE VOTED THIS DOWN. THIS IS IN THE MATSU BOROUGH. PLEASE PASS THIS LEGISLATION.

JUST ANOTHER BLACK HOLE.

POMIO: 19135753
DATE: 03/12/90 POMIO: 19111232
TIME: 13:57:53 DATE: 03/12/90
LIONAME: MAT-SU LIO TIME: 11:12:32
LIONAME: MAT-SU LIO
COPIES: REPRESENTATIVES SENATORS
COPIES: REPRESENTATIVES
LA7SON KERTTULA
MENARD SZYMANSKI MENARD
FOSTER LARSON
PETTYJOHN
DAVIS, C.
KUBINA

PUBLIC OPINION MESSAGE
DEAR: REPRESENTATIVE MACLEAN

NAME: KIETH MAHOY
TITLE:
ADDRESS: po BOX 871187

PO 46215560
BILL NO: HB 517

SUBJECT: APPROP: MAT-SU GAS PIPELINES
MESSAGE: WE SUPPORT HB517.

ZIP: 99687

POMIO: 19095105
DATE: 03/12/90
TIME: 09:51:05

LIONAME: MAT-SU LIO

COPIES: REPRESENTATIVES SENATORS

MENARD KERTTULA
LARSON SZYMANSKI



DEAR:

NAME:
TITLE:
ADDRESS:
CITY:
PHONE:
BILL NO:
SUBJECT:
MESSAGE:

POMI0:
DATE:
TIME:

LIONAME:

COPIES:

PUBLIC OPINION MESSAGE

REPRESENTATIVE MACLEAN

WILLTAM SULLIVAN

HCO2 BOX 7569

PALMER ZIP: 99695
795-7561

KB 517

APPROP: MAT-SU GAS PIPELINES

PLEASE SUPPORT HB517.

191607 >6
03/12/ 0
16:02:56
MAT-SU LIO

REPRESENTATIVES

MENARD
LARSON

DEAR:

NAME:
TITLE!
ADDRESS:
CITY:
PHONE!
BILL NO:
SUBJECT:
MESSAGE:

PUDLIC OPINION MESSAGE
REPRESENTATIVE MACLEAN

MARY PSENAK

POB 1365
PALMM ZIP: 99695
795-3070
517
APPROP: MAT-SU GAS PIPELINES
THIS SOUNDS WONDERFUL FOR THE PEOPLE M40 SAT AROUND AMD WAITED FOR THE

LEBI3LATURE TO TAKE CARE OF THEH. BUT WHAT ABOUT THOSE OF UAS WHO PAIO

FOR OUR OWN LINE EXTENSIONS? ARE YOU PLAINING ON REIMBURSING US FOR

WHAT

POMIO*®

DATE:
TIME:
LIONAME:

COPIES:

IT COST US?

"135

/90
12:5a :35
MAf-SU LIO

REPRESENTATIVES  SENATORS

LARSON KERTTULA
MENARD SZYMANSKI
FOSTER

PETTYJOHN

OAVIS, C.

KUBINA






HOUSE COMMITTEE REPORT

®)
Date Referred: February 12, 19b! FURTHER REFERRALS:
FINANCE
Date of Committee Action, A
The COMMUNITY & REGIONAL AFFAIRS Committee considered: HB. .522

HOUSE BILL NO. 522 APPROP: VILLAGE SAFE WATER PROGRAM

"An Act making appropriations for payment as grants to municipalities
and unincorporated communities for water, sewer, and solid waste
projects; and providing for an effective date."

the same title

RECOMMENDATIONS: hA
LJ [ 1 a new title

[ 1 be replaced with
have attached amendment(c)
><3 do pass

[ ] do not pass
[ ] no recommendation
[ 1 individual recommendations
[ 1 additional referral™-to the Committee
ADOPTS: _letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ Jfiscal i1mpact ] fiscal note(s)
[ Jzero fiscal note [ 1 zero fiscal note(s)
C Jzero with analysis [ 1 zero fn/analysis

SIGNING DO PASS:

Chairman®s signature



Representative Eileen Panlgeo MaeLean

P.O. Box 290
Barrow, Alaska 99723

VIR INIUNMU

Box V

Junoau, Alaska 99811
465-4525

465-4833

DUtrtct 22

Ambler

Anakiuvik Pass

Atgasuk To:
Barro'.

Buckli, j

Darning

Kaktovik

Kiana From:

Kivalina
Kobuk
KotreDue Re:
NoatAk

Noorvik
North Slope

Borougn

Northwest Arctic

Borougn

Nulgsut Date-

Point Hope
Point Lay
Seiawic
Shungnak
Walnwnght

ALASKA STATE LEGISLATURE  chaiman

Community & Regional Affaire
Committee

Vice-Chairman
State Affaire Committee
Bush Caucus

Member Finance Subcommittee
Community & Regional Affairs
Education

HOUSE OF REPRESENTATIVES  corections

Members of the House Community and Regional
Affairs Committee

Eileen Panigeo Maelean

HB 522, "An Act making appropriations for payment

grants to municipalities and unincorporated

communities for water, sewer, and solid water
projects; and providing for an effective date.”

March 15, 1990

In many villages, water 1is delivered from a community

well

by truck. Sewage disposal 1i1s accomplished by

honeybuckets which are also picked up by truck.

In many villages, Hepatitis A is a perennial problem that
is attributed to current, 1inadequate water and sewer

systems.

A piped system would eliminate public contact

with honeybucket containers and would dramatically reduce
the risk of contracting Hepatitis.

The projects contained in HB 522 respond to the need for
improving health conditions in rural Alaska by improving
current water and sewer systems.

I urge your support for HB 522.
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HOUSE COMMITTEE REPORT

(5)
Date Referred: February 12, ip90t FURTHER REFERRALS:

LABOR & COMMERCE
Date of Committee Actioni m o m
The COMMUNITY & RIGIONAL AFFAIRS Committee considered: HB 549
HOUSE BILL NO. 549 MUNICIPAL UTILITIES EXEMPT FROM APUC

"An Act relating to the exemption from regulation by the Alaska Public
Utilities Commission of public utilities owned and operated by
political subdivisions.”

RECOMMENDATIONS: the same title
[ 1 bo replaced with ] a new title

[¢/. , have attached amendment (S)
do pass

[ ] do not pass

[ ] no recommendation

[ 1 individual recommendations

[ 1 additional referral to the Committee

ADOPTS: letter of intent

ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
i (DeptJ (Date/Dept)

CXj  fiscal impact\ M |~ (I T [ ] fiscal note(s)

[ 1 zero fiscal note [ 1 zero fiscal note(s)
C ] zero with analysis_ [ ] zero fn/analysis
SIGNING DO PASSj) SIGNING:

\AA IL-clLLA

—»,

Chairman®s signature



STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION:
PUBLISHDATE:

CSHB 549 (C&RA)

FISCAL NOTE

Agency Affected: Commerce & Economic Oev.

REQUEST:

Revision r-'ie:

Title: Relating to the exempt!pn Qf
municipal uti lities from APIZ;

Sporsor: Rep. Zawacki
Requestor: House C&RA

EXPENDITURES/REVENUES:

FYy 91
(47.1)

FY 92
(4711

OPERATING

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING (47.1)

(47.1)

CAPITAL

REVENUE

FUNDING:

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL

(Thousands of Dollars)

(47.1) (47.1)

POSITIONS:

FULL-TIME
PART-TIME £ -Mo
TEMPORARY

(2.01

ANALYSIS : (Attach a separate page if necessary)

SEE ATTACHED

Prepared by:
Divispn:
Approved hv Cnmmi«ir>nw: ‘LMY

Agency:

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

6386D-3/041790b

RRII.

APUC

Components:

1

(Thousands of Dollars)

FY93

(47.1)

47.1)

T.S. Mom’nski 11™ Executive .Director
Alaska Public Utilities Commission

Nercull eff "S
department ofComnerce A Economic Development

FY 94 FY 95 FY 96
(47.11 __ ;47.1) 47 11
...... (47.1) _ (473 .1 . 47.11
47.1) 47 11 (47 1}
(7 0) (f n)
Phone : 27(?~6222-
Datc;
Dalfi. 7"77 ~
page — of



ANALYSIS - FISCAL NOTE FOR CSSB 649 (C&RA)

CSHB 549 (C&RA) eliminates the "catch-all" provision in current statute which
requires the economic regulation of all utilities owned by a political subdivision
if only one of them is found to be in direct competition with another utility. The
bill serves to deregulate noncompeting utilities. The CS leaves Anchorage
Telephone Utility and Municipal Light & Power Company (ML&P) fully
jurisdictional but has the effect of deregulating Anchorage Waste and Waste

Water Utility.

This fiscal note assumes the elimination G .5 Utility Financial Analyst (Range
19A, $27.2) and .5 Consumer Protection and Information Officer (Range 14A,

$19.9).

6386D-2/041790d
Page 2 of 2



»|V 1 P STEVE COWPER, GOVFRNOR

vLv 1l
1010 WF8TB1H AVENUE
ALASKA PUBLIC UTILITIES COMMISSION BUIIE
ANCHOrIAOE. Al A'S M 00501
DEPARTMENT OF COMMERCE ANO ECONOMIC DEVELOPMENT PHONE'(DOJ) ?/A 0772

ALASKA PUDLIC UTILITIES COMMISSION
COMMENTS ON CS HD549
April 16, 1990

The Commission believes that the CS for 11B549 represents a
reasonable approach to the regulation of municipal utilities when
one or more of those utilities compete with other utilities. The
CS eliminates the '"catch-all"™ provision in the current statutes
which requires the economic regulation of all utilities owned by
a political subdivision if only one of them is found to be in
direct competition with another utility. At the same time, the
CS allows the Commission to prevent potential cross-subsidies and

reasonably assures that competition is fair.

The proposed CS avoids the substantial difficulties that are
inherent in the latest version of SB 514 which the Commission is

on record as opposing.

The Commission believes that it is good public policy to regulate

all portions of the iIntegrated statewide telecommunications

network and, thus, supports AS 42.05.711(b)(3).



ALASKA PUBLIC UTILITIES COMMISSION
COMMENT8 ON CS FOR BD 514
APRIL 9, 1990

The Commission reiterates i1ts previous position that it
does not oppose the elimination of the "catch-all”™ provision in
the current statutes which requires the economic regulation of
all utilities ownod by a political subdivision if any one %f them
ic found to bo in direct competition with another utility. The
Commission believes that unfair competition could be prevented if
regulation wore limited to just those utilities owned by a

political subdivision that directly compete with other utilities.

To further limit the regulation of a competing utility
to just the service iIn which it directly competes, however, 1is
fraught with practical complications. Utility plant and
personnel are usually shared to provide many services;
consequently, 1t would not be possible to examine a portion of
the utility"s costs without examining the whole utility.
Additional difficulties would arise in trying to isolate the
service that would be BUbject to regulation, particularly when
the competing service 1Is integrated with other services. In any
event, (at best) the oxeroise of regulating single services would

be almost as costly ae regulating the entire utility and be

frustrating for all participants.



The CominiGBion believes that it ie good public policy
to regulate the integrated statewide telecommunications network

and thus supports AS 42.05.711(b)(3).



STATE OF ALASKA BILL VERSION: HB 549
1990 LEGISLATIVE SESSION PUBLISH DATE:

FISCAL NOTE

REQUEST:

Revision DfIK Agency Affected: Commerce A Economic Dev.
Title: Pelatfn to the exemption of BRU: APUC

munido utfTities from APUC

Sponsor: Rep. Zawacki Components:.

Requestor: C | RA

EXPENDITURES/REVENUES: (Thousands of Pollan)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES (176.4) (176.4) (176.4) . .(176.4) (176.4) (176.4)

TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND A STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING (176.4) (176.4) (176.4) (176*4L (176.4) H7fi 4)

CAPITAL

REVENUE |

FUNDING: (Thousands of Dollars)

GENERAL FUND (176.4) (176.4) (176.4) (176.4) (176.4)
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

FULLTIME (4.0) (4.0) (4.0) (4.0) (4.0) (4.Q)
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

SEE ATTACHED

Prepared by: T.S. Moninski 11, Executive Director Phnn>. P76-6??7?
Division: Alaska Public Utilities Commission . .rw ?/?filgn
Appmu”~Hhyrr>mmi«innw Larry Mercul — Date: Z*)0 —

Agency: Department of Commerce a Economic Developm_ent

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
OfHce of Management and Budget 1
Impacted Agency(ies) Po«c—— Of

6386D-1/22690a



ANALYSIS - FISCAL NOTE FOR HB 549

IT enacted, HB 549 would operate to immediately deregulate the utilities
owned by the Municipality of Anchorage (MOA) which are currently
regulated by the APUC. Although only 4 of 119 regulated entities (3.4%),
given their size and complexity, the MOA utilities constitute a much
larger work load component. Even when factoring out those areas which
will continue to be jurisdictional under other sections of AS 42.05
(i.e., certifications, interconnections, wholesale power agreements,
access charges, etc.), the APUC estimates that its work load will be
decreased by approximately 10$ if HB 549 becomes law.

A 10%$ reduction 1n the Personal Services line item, commensurate with the
anticipated work load decrease, equates to 4.0 FTE positions. The
distribution of impact results in staffing reductions per the following
probable scenario: 1.5 Utility Financial Analysts; .5 Utility Tariff
Analyst; .5 Utility Engineer; .5 Consumer Protection and Information
Officer; and 1.0 support position.

6386D/22790a
Page 2 of 2



ALASKA PUBLIC UTILITIES COMMISSION
COMMENTS ON HB 549*
FEBRUARY 26, 1990

PAGE 1 OF 3

The Commission believes that the changes proposed by
HB 549 are contrary to sound public policy and therefore opposes
Its enactment. As currently written, AS 42.05.711(b) sets out
the presumption that utilities owned and operated by poll 1ical
subdivisions are exempt from Commission regulation as to rates
and quality of service. Paragraph (2) of this subsection creates
an exception in cases where such utilities directly compete with
another utility. In that instance, the competing utility as well
as all other utilities owned by the political subdivision become

subject to regulation.

The Commission believes that the existence of the
current statutory language provides for a level of public
protection which extends beyond the mere resolution of utility
"turf wars.” Subsection .711(b)(2) also protects the public
from the possibility of a municipality (or other political

subdivision) subsidizing i1ts utility to thwart competition.

“Commissioner D.P.0O"Tierney was out of State and did not
participate in the Public Meeting where the Commission discussed
this legislation.

Page 1 of 3



Alaska Public Utilities Commission
Comments on HB 549

February 26, 1990

Page 2 of 3

Under regulation, the Commission provides reasonable assurance
that the competitive playing field remains level. In the absence
of regulation, the potential for uneconomic competition 1is real.
Consequently, the Commission supports the continuation of
subsection .711(b)(2) as sound public policy but offers the

modification described below.

As noted, the current statutory language requires
the regulation of all utilities owned and operated by a
political subdivision even if only one of them is found to be 1in
direct competition with another utility. This provision assists
the monitoring of transactions and cost allocations between
utilities to ensure that cross-subsidization does not occur. The
Commission 1is satisfied, however, that its ability to investigate
such i1ssues would not be substantially impaired if non-competing
utilities owned or operated by political subdivisions were not
regulated as to rates and quality of service. Since this
"catch-all" provision seems to have been the most objectionable,
the Commission would not oppose substitute language which still
required the regulation of a competing utility but did not
require the regulation of all other utilities owned by the
political subdivision. A proposed committee substitute is

provided for your consideration.
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Alaska Public Utilities Commission
Comments on HB 549

February 26, 1990

Page 2 of 3

Under regulation, the Commission provides reasonable assurance
that the competitive playing field remains level. In the absence
of regulation, the potential for uneconomic competition is real.
Consequently, the Commission supports the continuation of
subsection .711(b)(@) as sound public policy but offers the

modification described below.

As noted, the current statutory language requires
the regulation of all utilit;es owned and operated by a
political subdivision even if only one of them is found to be in
direct competition with another utility. This provision assists
the monitoring of transactions and cost allocations between
utilities to ensure that cross-subsidization does not occur. The
Commission is satisfied, however, that i1ts ability to Investigate
such i1ssues would not be substantially impaired i1f non-competing
utilities owned or operated by political subdivisions were not
regulated as to rates and quality of service. Since this
"catch-all" provision seems to have been the most objectionable,
the Commission would not oppose substitute language which still
required the regulation of a competing utility but did not
require the regulation of all other utilities owned by the

political subdivision. A proposed committee substitute is

provided for your consideration.



Alaska Public Utilities Commission
Comments on HB 549

February 26, 1990

Page 3 of 3

PROPOSED COMMITTEE SUBSTITUTE FOR HB 549
* Section 1. AS 42.05.711(b) 1s amended to read:

(b) Except as otherwise provided iIn this subsection,
public utilities owned and operated by a political
subdivision of the state, or electric operating entities
established as the instrumentality of two or more public
utilities owned and operated by political subdivisions
of the state, are exemgt from this chapter, other than
AS 42.05.221 - 42.05.281 and 42.05.385. However,

(1) The governing body of a political subdivision may
elect to be subject to this chapter; and

(@ A utility or electric operating entity that is owned
and operated by a political subdivision and that directly
competes with another utility or electric operating entity
IS subject to this chapter [AND ANY OTHER UTILITY OR
ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE

POLITICAL SUBDIVISION IS ALSO SUBJECT TO THIS CHAPTER].



L10 Meeting

Tuesday, February 27, 1990
¢+ 1i30 p.m.

1. Rick Basse

2. Tom Stahr

3. Joel Grunwaldt
Theme

0 ,.Not a consumer issue

4

Issue Is Home Rule

Economic Deregulation - service i/na still under APUC

Border dispute changedthe statut:

MOA should be exempt - as otherm.nicpalitieo

Comments

1.

2.

3.

, MDA should be exempt

Delete 42.05.711(b)(2) — ™all ¥ ;ne in" and "directly competes"

Other municipalities are exempt

One government overseeing anot®™ a government (paternalism)

e State over MDA

0O Home Rule

Border dispute started in the 19€"":- *atweem ML&P and CEA

Whs resolved by APUC action
APUC would continue to manage < ifvice areas

Border dispute was a wasteful t'VV ration of assets.
the city is also a wasteful dtp ti-v~_tion,

M3A manages SWS cn a waiver

Consumers are protected

Coets are competitive

APUC regulating



MOA managed since 1980

Simplified rate filing®

Coet effective vs. APUC ragulc.".ion

MOA is/has been capable of man-j-rtj utilities

Other municipalitiee aren"t ui;.!>> /PUC

MOA ordinance on eelf-regulation, K: 79-51 (S-3) and rules of procedure,
AR 89-242 (8)

Passed August 15, 1989
Several public hearings
APUC did not comment at any piMic hearings
Assembly unanimously supports er.r/ uic self-regulation
Mayor and administration euppc it. LF-regulation
Public friendly process
0 Public Hearing Process
A. Advisory Commissions - 4
B. Ragulatory Commission
C. Assembly

Expanded commissions from 5 mo  :e to 7 mer.ibers each for more public
involvement

31 commissioners from the publiu

Assembly has 11 members voted i office Who make the final rate
determination

Notice to public 30 dayB before a hearing
Notice to public 7 days before <nsjting
Procedures specify justificatk; .e pired for rate changes

Process 1is very public oriented .a".LetnsdafterPlanning and Zoning
Commission



Page 3 *

BH41

tia»188i0ner8 0X6 1* "ned, knowledgeable, interested parr-

Legislative Audit and Budget Connie:*!* report
- Supports MOA economic regulati™i

- APUC responded in kind

" APUC process clearly cceta lor., of nwney
- Rate payers pay for those cost 1

MOA will try to minimize rogu? tor., costs to keep rates low for rate
payers

Regulatory lag occurs by ARJC < r“tes given do not fit current finan-

cial condition

MOA goes through a process for changes to the Assembly then to APUC

Municipal League®s support
Sunset APUC legislation
Attach package

Attach copies of commission

*>]



X ; MUNICIPALITY OF ANCHORAGE
f ASSEMBLY K fMORANDUM

No AMm - M

Meeting Date; Stpcembt? 12, 1989
Txonu Mayor

Subject: Assembly ResolutionN<-. An 09-152(8) Amending the Code
of Regulations and Ad; jning Municipal Regulations 4.70
and 4.80 Relating to r.ules of Procedure for the
Anchorage Utility Advisory Commissions and Anchorage
Utility Regulatory Com Lasion, Respectively

The subject resolution has Veer, resubmitted for Anchorage
Assembly approval pursuant to /r*horage Municipal Code 3.40.040
and in conjunction with the Astunoly approving AR No. 89-113 and
AO No, 89-51(3-3) pertaining to economic self-regulation of
municipal public utilities. leccgnising that effective self-
regulation requires the implem-. itatlo. or certain uniform rules
of procedure by the advisory an: :a.julatory commissions, the sub-
ject resolution and associated ruias of procedure are submitted
for Assembly consideration and approval.

Regulation 4.70 sets forth proc-idures applicable to regular and
special meetings conducted by t e municipal advisory commissions
at which ongoing utility mattt/s are systematically addressed,
and procedures applicable to public hearings on matters of perma-
nent rate increases and custom*? complaints per AMC 3.40 and
3.60, respectively, and on oth*r matters as provided for per
AMC 4.70.010. Particular consideration is given the public in
permanent rate and complaint m;tters dus to the direct effect
decisions made in these areas have on the utilities' customers.
Such consideration in matters o: permanent rates is reflected in
the public notice provisions of t.70.404 and throughout Articles
11, IV and V which specifica .-y address the public hearing

ocess, including filing requi tnants and public participation

the permanent rate and asscelated coet-of-service and rate
design processes. Special precision is made for abbreviated
filings, where applicable and sp-ttlsl contracts to ensure appro-
priate review within shorter ar: upocific timeframes. As indi-
cated in 4.70.402, applications for review of complaint matters

shall be reviewed in accordance vuh the administrative adjudica-
tion procedures in AMC 3.60.

Regulation 4.80 sets forth procer-ire® applicable to meetings con-
ducted by the regulatory commission at which primarily rate mat-

ters would be addressed, Mid procedures for reviewing
recommendations received from t/fc odvisory commissions on rata
matters. Discretion is afforded the regulatory commission to

make its own recommendation, acc; ';ar.ied by draft ordinance,

AR 89



baaed solely on the review oi tha record as developed before the
advisory commissions and mad* available to it, or upon a public
hearing conducted by the regv .atcry commission Itself, The same

consideration given the publi- .n the advisory commission regula-
tions apply to, and appears t'isougftout the regulatory commission
regulations, particularly with respect to noticing and
participatory provisions and :vcughout Articles 111, iv and v.

Municipal Regulations 4.70 e.d 4.80 are designed to provide a
framework within which the “poctlve advisory and regulatory
commissions can be relied up?-, to function both responsibly and
effectively in assisting thu Municipal Assembly in regulating
municipal public utilities.

Municipal Regulations 4.70 an* 4.30 reflect the coordination and
cooperative efforts of the administration* municipal utilities,
and the wutility commissions The Administration recommends
approval of AR No. 89-152(3) ;coptlng Municipal Regulations 4.70
and 4.80 relating to advisory »na regulatory commissions rules of
procedure.

Concur: Prepared by: \
Larry w Crawford” Lee R. kunn,"Eixecutive'Manager"
Municipal Manager Enterprise Activities

Respectfully submitted,

6/comm



Submitted by: Mayor Tom Fink
prepared by; Enterprise Activities
For Readingl September 12, 1989

ANCHOR1nN , ALASKA | A PALS
AR NC  Q->-242'S)

A RESOLUTION OF THE MUNICIPALS/ OF ANCHORAGE, ALASKA, AVENDING
THE CODE OF REGULATIONS AND Alt FTING REGULATION 4.70 RELATING TO
THE ANCHORAGE UTILITY ADVISOR. COMMISSIONS' RULES OF PROCEDURE
AND REGULATION 4,80 RELATING T( "2 ANCHORAGE UTILITY REGULATORY
COMMISSION'S RULES OF PROCEDURE.

THE ANCHORAGE MUNICIPAL ASSEMBLE RESOLVES:

WHEREAS, the Municipality of Anchorage adopted Aaeembly

Resolution No. 89-113 on Au<** 15, 1989 exempting itself,

reuant to Alaska Statute 42.0-.721 (b), from economic regulation
the Alaska Public Utilities commlasion; and

WHEREAS, the Anchorago Municipal Code 3.40.040 require*
that regulations adopted by mur. c.pil commissions for purposes of
governing its procedures be approved by resolution of the
Assembly to be effective.

~ NOW THEREFORE, BE IT resolved by the Assembly of the
Municipality of Anchorage, AlaaLa, as follows:

Section 1. The Assembly hareby finds and concludes that
it would best serve the interests of the citizens of Anchorage
and the customers of the Anchor .ge municipal public utilities if
uniform rules of procedure we-f adopted and approved for the
Anchorage Utility Advisory GComim zriona and the Anchorage Utility
Regulatory Commission.

Section 2. Based on Its findings, tne Assembly hereby
amends the Code of Municipal Re., nation* to read as follows:

Regulation 4.70
ANCHORAGE UTILITY AEVIS0RY COMMISSIONS
RULES OF PROCEDURE
Section*:
ARTICLE | -- OFFICERS

0.101 Chair and vice-chair.
0.102 Secretary.

NN
~~

ARTICLE Il — MEETINGS



UL2J&& design.

~ Each municipal public utility shall submit appropriate justi-
fication for and analysis of changes to the rate structure as
such relate to its pricing ocjactives.

JJb ., 21EH2iUl« This re?elution shall become effective imme-

diately upon passage and arrival by the Anchorage Municipal
Assembly *

PASSED and APPROVED \/g \he Anchorage As1Jf&mbechIs 12th
day o f Septtmfaar \

Chai jrnMi*

P/DENNIS-DENNIS12/Cis



ANCHORAGE WATER 6 WASTEWAT-L COMMISSION
Rick Basse, Staff Support
786-5506

Murphy,99508,06,900214,20
Ms, Laurel A. Murphy
4014 Reka, H-6
Anchorage, Alaska 99508
276-747

*6/3/86*

Redmond,99509,06,910214

Mb. Pat Redmond

P.O. Box 90079

Anchorage, Alaska 99509-0L7V
265-0433

3/22/88

Neuser,99502,06,910214,10
Mr, David Neuser

7501 Cranberry Road
Anchorage, Alaska 99502
243-5651

03/08/88

Crowder,99577,06,910214,10
Mr. Del Crowder

10736 High Bluff Drive
Eagle River, Alaska 99577
*694-8989(h J/745-3 211(w)*
*11/12/89*

Lawrence,99507,06,920214,1C
Mr, William B. Lawrence
8631 Jupiter Dr.

Anchorage, Alaska 99507
257-264

*5/21/85*

Nichols,99503,920214,10
Melvin Nichols

4040 B Street

Anchorage, Alaska 93503
*562-2000*

*2/28/89*

Schroer,99508,920214

Don Schroer

1035 W. Fireweed Lane
Anchorage, Alaska 99503
*272-5668(H)/279-2522(W)*
*3/7/89*
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SOLID WASTE ADVISORY COMMISSION
Joel Qrunwaldt, Staff Support
561-1906

Miller,99508, 04,900214,10

Mr. Robert Miller

University of Alaska, Anchcraga
3221 Providence Drive
Anchorage, Alaska 99508
*786-1900*

*7/26/88*

AnderaonJ,99503,04,900214, 10
Mr. James C. Anderson, C.P.A.
2525 Blueberry, Suite 202
Anchorage, Alaska 99503
*258-7713*

*10/08/85*

Coyne,99504,04,910214,10
Mr. Jack Coyne

4006 Hampton Drive
Anchorage, Alaska 99504
*276-4557*

*9/15/87*

Burrows,99508,04,910214,20
Niki Burrows

608 North Klevin

Anchorage, Alaska 99508-14.38
274-1179

5/24/88

Huber,99503,04,920214,10
Mr, Francis J. Huber
501 W. 20th Avenue
Anchorage, Alaska 99503
*272-4747*

*10/88*

Lee,99501,930214
Harry R. Lee, P.E.
810 Whitney Road
Anchorage, Alaska 99501
*279-3jU8(H)/276-8234 *
~§/1ord8e(H) W

Harmon,99515,930214
Carl Harmon

11811 Hilltop Drive
Anchorage, Alaska 99515
*564-0739*

*9/12/89*

Parisena,99503,930214

John Parisena
3301 C Street, Suite 520

Anchorage, Alaska 99503
*243-3879(H)/563-4547(W)*

CPA

Attorney

Recycling

interest

eSafe?



ANCHORAGE UTILITY REGULATC/Y COMMISSION
343-4906

Smith,99508,900214

Harold Smith Telephone Commission
3147 Cottonwood

Anchorage, Alaska 99508

*274-6205*
*9/12/89*
Ni(I:hoIs,99ﬁ0|3,920214 m
Melvin Nichols icci
Anchorage, Alaska 99503 Water/Wastewater Commission '
*562-2000*
*9/12/89* A
Euber_,99aO%,920214 mm
rancis Huber i i
501 W 20th  Avenue Solid Waste Service Comm.
Anchorage, Alaska 99503 1
*272-4747*
*9/12/89* M
_ »UX
Shipley,99515,920214
Robert Shipley Light & Power Commission Ryl

9600 Albatross Drive
Anchorage, Alaska 99515 I

*243-0850*

*9/12/89*

Retherford,99515,910214

Robert Retherford, p.e. Citizen Member

6728 W Dimond Boulevard
Anchorage, Alaska 99515
*243-5466 (H)/243-4639 (W)»
*9/12/89*

Rees,99516,930214

Lane C* Rees Citizen Member
2430 Nancy Circle

Anchorage, Alaska 99516

*345-6507*

*9/12/89*

Bagoy,99501,950214

John P, Bagoy .

611 West 11th Avenue Citizen Member
Anchorage, Alaska 99501

4272-9364*

*9/12/89*



MUNICIPAL LIGHT t POWER GaOW

Tom Stahr, Staff Support
279-7671 X5201

Shaw,99501,29,900214,10
Mr. Roger C. Shaw

6431 Regent Dr.
Anchorage, Alaska 99504
*274-1089*

*02/14/78*

Harman,99577,29,910214
Mr. Patrick Harman

17224 Teklanika

Eagle River, Alaska 99577
271-3847

3/1/88

Cattanach,99516,29,910214
Mr. Richard Cattanach
12621 Lupine Road
Anchorage, Alaska 99516
345-2287

3/8/88

Shipley,99515,29,920214,10
Mr. Robert H, Shipley
9600 Albatross Drive
Anchorage, Alaska 99515
*243-0850*

*10-21- 86+

Phillips,99510,920214
Brad Phillips

P. 0. Box 100034
Anchorage, Alaska 99510
*276-8023*

*3/7/89*

Shake,99501,930214
Robert L. Shake

923 W 74th Avenue
Anchorage, Alaska 99501
:5/4182/5544(H)/265 2014(W)*

Henri,99504,930214

Joseph Henri

9921 Near Point Drive
Anchorage, Alaska 99504
*333- 7505(H)/338 0880(W)*
*9/12/89



'‘telephone commission
Dale Merrell, Staff Support
564-1415

Glaser,99501,05,900214, 10
Mr. Gordon M Glaser

1201 Denali, 1210
Anchorage, Alaska 99501
*258-7267*

*02/17/87*

8mith,99508,05,900214, 10
Mr. Harold D. Smith
3147 Cottonwood Street
Anchorage, Alaska 99508
*274-6205*

*02/17/87*

Rodriguez,99504,05,910214, 10
Mr. John Rodrigue2

3220 Shamrock Street
Anchorage, Alaska 99504
*552-2601/552-4588*
*12/6/88*

Morgan,99508,920214
Michael Morgan

4240 Abbott Road
Anchorage, Alaska 99508
*272-3332/346-1514*
*5/23/89*

Snider,99517,920214
Robert K. Snider

2122 Forest Park Drive
Anchorage, Alaska 99517
*277-5306%*

*6/20/89*

Croaley,99517,930214
Britton E. Croaley

2105 Belair Drive
Anchorage, Alaska 99517
*276-0796*

*9/12/89*

Harmon,99515,930214
Carl Harmon

11811 Hilltop Drive
Anchorage, Alaska 99515
*564-0739*

*9/12/89%*



Anchorage Telephone Utility

600 TELEPHONE AVENUE. ANCHORAGE . ALASKA 99503-6091

_ TELEPHONE (907) 561-3000 ow'ird by
T?Am Fink, Telex 090-26-532 Monit (polity
aver Facsimile (907) 561-1703 il ATO

January 26, 1990

The Honorable Jim Zawacki
House of Representatives
P.0. Box V

Juneau, AK 99811

Dear Representative Zawacki:

In 1989 the Municipality of Anchorage Assembly and Administration
reviewed 1its position relative to its regulatory posture with the
Alaska Public Utilities Commission. After weeks of consideration and
study the Administration and the Assembly adopted a new regulatory
policy which involved removing the Municipal utilities from the
jurisdicion of the APUC. This resulted in an ordinance creating a
regulatory body for review of rate and operation matters which was
followed by an ordinance adopting a regulatory process.

It has now been determined that the existing regulatory statute
(42.05.711b2) needs amending to exempt the Municipality of Anchorage
utilities from regulation, to correspond with the regulatory exemption
of the utilities owned by the cities of Fairbanks and Ketchikan.

We strongly support this legislation, because we believe the existing
regulatory process is unnecessarily costly, time consuming and
cumbersome, and because we believe that the criteria for the
regulation of Anchorage owned utilities are no longer valid. We
areattaching the draft of the legislation for your review and comment.



The Honorable Jim Zawacki
January 26, 1990
Page Two

If you should have further comment or questions concerning this
legislation, please let me know. Again, we sincerely hope that you
will support legislation that exempts Municipality of Anchorage
utilities frcm APUC regulation.

Sincerely,

ADVISORY COMMISSION

Harold D. Smith
Chai rman

HDS :DRM:is
Attachment
(9s(06"4HIDb )
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SUt-MAPY

Current statutes allow municipal public utilities to be exempt from economic
regulation by the Alaska Public Utilities Commission (AFUC). Due to the border
dispute between Municipal Light and Power (ML&) and Chugach Electric
Association (CEA) the utilities of the Municipality of Anchorage (MOA) were sub-
ject to regulation. The border dispute and competition between ML&P and CEA has
been resolved and there is no need for economic regulation by APUC since the
Municipality can regulate the utilities. The current statute does not make it
clear as to how the municipal public utilities become exempt.

The proposed bill would allow municipal public utilities to be exempt from APUC
regulation unless the Municipality allowed a utility to be regulated.

0 The proposed changes have no effect on the regulation of rural electric
association®™s or investor-owned utilities.

0 Legislative audit found in February 1989 that municipal public utilities
should not be regulated by the APUC.

0 Anchorage®s municipal public utilities are the only ones in the state now
regulated.

° APUC regulation would still exist for service areas, joint use and inter-
connection.

0 Additional regulation above the Administration and the Assembly is unnec-
essary and a wasteful resource.

0 A significant cost savings for the State and the Municipality would be
achieved.

0 The MDA has an ordinance and rules of procedure to self-regulate its muni-
cipal public utilities that involves the public and exceeds the level of

APUC/public review.

SELF-REGULATICN PRiICESS OF THE MUNICIPALITY OF ANCHORAGE

Economic regulation of utilities by the Municipality of Anchorage requires the
utilities to prepare justification for presentation to the public at hearings
held by the citizen commission;; established to advise and another regulatory
commission to review recommendation by the utilities. The regulatory com-
mission includes a member from the four advisory commissions and three members
drawn from the general public. The Assembly has the final authority over econo-
mic regulation and rate changes require a public hearing by the Assembly.

The Administration and the Assembly will regulate the utilities quicker and at
less cost than the lengthy and costly proceedings before the APUC.

(See attached chart)



Proposals From Utilities

° Revenue Requirements Study
° Revenue Deficiencies

° Cbst of Service Study

° New Tariff Offerings

© Special Contracts

Anchorage Utilities

Anchorage Telephone Utility

Anchorage Sewer Utility

Anchorage Vfeter Utility

Municipal Light and Bower

Anchorage Refuse Collection
Utility

Anchorage Solid Waste Disposal
Utility

BH201

MUNICIPALITY OF ANCHORAGE

Economic Self-Regulation Flow Chart

Determinations by
Commissions
0 Public Hearings
° Review and Recommendations
of Rates, Regulations and
Policies

0 Findings and Conclusions

0 Ooinplaints

Anchorage Commissions

Advisory:

Anchorage Telephone Commission

Approval by Assembly

0 Public Hearings

0 Ordinance Submitted by
Mayor

0 Assembly Approval of Rates,
Contracts and Regulations

Anchorage Vfeter and Whstewater Commission

Municipal Light and Bower Commission

Anchorage Solid WSaste Services Commission

Regulatory:

Anchorage Utility Regulatory Commission



TITLE: Municipal Utility Self-Regulation
SPECIAL LEGISLATIVE REQUEST:

Revisions to the state statutes limiting the power of the APUC to regulate rates
and clarifying Anchorage®s right to exenpt its municipal utilities from economic
regulation by the APUC.

BACKGROUND/JUSTIFICATION:

Alaska Statute 42.05.711 currently provides that public utilities owned and
operated by municipalities are exempt from economic regulation by the Alaska
Public Utilities Commission unless they choose to be regulated or direct com-
petition is found to exist between a municipally-owned public utility and
another public utility. If direct competition is found to exist, AS 42.05.711
directs that all of the municipally-owned public utilities are subject to econo-
mic regulation by the APUC. The Municipality of Anchorage believes that AS
42.05.711 should be amended to eliminate the "direct competition™ exception to
economic deregulation, thereby limiting APUC rate regulation to those municipal
utilities who specifically choose to be regulated.

1. The Municipal Light and Power Department/Chugach Electric Association boun-
dary dispute, which precipitated the onset of AS 42.05.711, has been
resolved.

2. Whether or not a municipal public utility is subject to economic regulation
by the APUC, the APUC retains jurisdiction per AS 42.05.221, over such nat-
ters as wasteful duplication of facilities where direct competition within
the same service area occurs (as was the case before the ML&P/Chugach
Electric boundary settlement dispute).

3. Concerns over the potential for cross-subsidization between municipally-
owned utilities are unnecessary because (&) the Anchorage owned public util-
ities are independently operated and by Charter must have separate books of
accounts, (b) the Mayor and Assembly are directly accountable to the voting
public, (¢) the public and its consumer representatives have the right to
participate in the ratemaking process under economic self-regulation, and
(@ all rate decisions are eligible for judicial review in the Alaska Court
System.

A legislative priority is to remove the "direct conpetition” exception from the
statute, thereby allowing Anchorage, absent its consent, to regulate the rates
of its utilities and allow for adequate rates of return fo.. its respective util-
ities.

STAFF OCNTACT: Will Gay, Acting Executive Manager,
Enterprise Activities, 343-4906

12/18/89



Offeredj
Referred:

Original sponsors:

IN THE SENATE
SENATE BILL NO
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled; "An Act related to municipal utility self-regulation.”
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Article 10. General Provisions.

Section Section:
711. Exemptions 720. Definitions
712. Deregulation ballot 721. short title

Sec. 42.05.711. Exemptions.(a) The provisions of this chapter do not apply
to a person who furnished water, gas or petroleum or petroleum products by tank,
wagon, or similar conveyance, unless the person is thereby supplying water, gas,
petroleum or petroleum products to a public utility in which the person has an

“"affiliated interest."

(b) Except as otherwise provided in this subsection, public utilities owned
and operated by a political subdivision of the state, or electric operating
entities established as the instrumentality of two or more public utilities
owned and operated by political subdivisions of the state, are exempt from this
chapter, other than AS 42.05.221 - 42.C5.281 and 42.05.385. However,

(1) the governing body of a political subdivision may elect to be subject to
this chapter™ [; AND)

t(2 A UTILITY OR ELECTRIC OPERATING ENTITY THAT IS OWED AND OPERATED BY A
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POLITICAL SUBDIVISION AND TOAT DIRECTLY OOMPETES WITH ANOTHER UTILITY OR
ELECTRIC OPERATING FENTITY IS SUBJECT TO TOIS CHAPTER AND ANY OTHER UTILITY OR
ELECTRIC OPERATING FNTITY OWNED AND OPERATED BY '"TCE POLITICAL SUBDIVISION IS
ALSO SUBJECT TO TOIS CHAPTER. 1

(c) TOe ownership in whole or part, of the corporate stock of a public
utility does not make the owner a public utility.

(d) The conmission, on a finding that no legitimate public interest will be
served, may exempt a utility from all or any portion of this chapter.

(e) Notwithstanding any other provisions of this chapter, any electric or
telephone utility that does not gross $50,000 annually is exempt from regulation
under this chapter unless 25 percent of the subscribers petition the conmission
for regulation.

(P Notwithstanding any other provisions of this chapter, any electric or
telephone utility that does not gross $325,000 annually may elect to be exempt
from the provisions of this chapter other than AS 42.05.221 - 42.05.281 under
the procedure described in AS. 42.05.712.

(@ A utility, other than a telephone or electric utility, that does not
gross $100,000 annually may elect to be exempt from the provisions of this
chapter other than PS 42.05.221 - 42.05.281 under the procedure described in
AS 42.05.712.

(h) A cooperative organized under AS 10.25 may elect to be exempt from the
provisions of this chapter, other than AS 42.05.221 - 42.05.281, under the pro-
cedure described in AS 42.05.712.

(i) A utility which furnished collection and disposal service of garbage,

refuse, trash, or other waste material and has annual gross revenues of $200,000
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or less is exenpt from the provisions of this chapter, other than the certifi-
cation provisions of AS 42.05.221 - 42.05.281, unless 25 percent of the sub-
scribers representing 25 percent of the groes revenue of the utility petition
the commission for regulation.

(J) The provisions of this chapter do not apply to sales, exchanges or gifts
of energy to an electric utility certificated under this chapter when the energy
which is the subject of the sale, exchange or gift is waste heat, electricity,
or other energy which is surplus or the by-product of an industrial process. In
an area in v .ich no electric utility is certificated for service, energy pro-
vided by sale, exchange or gift may be provided to any utility which is cer-
tificated for service to that area. A contract for the sale, exchange or gift
of energy exenpt under this subsection does not make the supplier a public uti-
lity, and does not transfer the responsibility to provide utility services from
a certificated util"ty to any other person.

() A utility which furnishes cable television service is exempt from the
provisions of this chapter other than AS 42.05.221 - 42.05.281 unless 25 percent
of the subscribers petition the oomnission for regulation.

(D) A person, utility, or cooperative that is exenpt from regulation under
(@ or (d - (kK of this section is not subject to regulation by a municipality
under AS 29.35.060 and 29.35.070. (5 6 ch 113 SLA 1970; am S 3 ch 76 SLA 1973;
am S 8 ch 83 SLA 1980; am SS 7 - 9d 136 SLA 1980; am j 89 ch 59 SLA 1982; am J 1

ch 30 SLA 1983; am S 68 ch 74 SLA 1985; am S 1 ch 80 SLA 1985; am S 2 ch 107 SLA

1986)..
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IN THE FDUSE
{DUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act related to municipal utility self-regulation.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Article 10. General Provisions.

Section Section:

711. Exemptions 720. Definitions
712. Deregulation ballot 721. short title

Sec. 42.05.711. Exenptions.(a) Tne provisions of this chapter do not apply
to a person who furnished water, gas or petroleum or petroleum products by tank,
wagon, or similar conveyance, unless the person is thereby supplying water, gas,
petroleum or petroleum products to a public utility in which the person has an

“"affiliated interest."

(b) Except as otherwise provided in this subsection public utilities owned
and operated by a political subdivision of the state, or electric operating
entities established as the instrumentality of two or more public utilities
owned and operated by political subdivisions of the ste .e, are exempt from this
chapter, other than AS 42.05.221 - 42.05.281 and 42.05.385. However,

(1) the governing body of a political subdivision may elect to be subject to
thi9 chapter™ [; AND]

[(@ A UTILITY OR ELECTRIC OPERATING ENTITY THAT IS OWED AND OPERATED BY A
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POLITICAL SUBDIVISION AND THAT DIRECTLY OOMPETES WITH ANOTHER UTILITY OR
ELECTRIC OPERATING ENTITY IS SUBJECT TO THIS CHAPTER AND ANY OTHER UTILITY OR
ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE POLITICAL SUBDIVISION IS
ALSO SUBJECT TO THIS CHAPTER. ]

(©) The ownership in whole or part, of the corporate stock of a public
utility does not make the owner a public utility.

(d) The commission, on a finding that no legitimate public interest will be
served, may exempt a utility from all or any portion of this chapter.

(e) Notwithstanding any other provisions of thi3 chapter, any elec. ic or
telephone utility that ioes not gross $50,000 annually is exempt from regulation
under this chapter unless 25 percent of the subscribers petition the commission
for regulation.

(M Notwithstanding any other provisions of this chapter, any electric or
telephone utility that does not gross $325,000 annually may elect to be exempt
from the provisions of this chapter other than AS 42.05.221 - 42.05.281 under
the procedure described in AS. 42.05.712.

(@ A utility, other than a telephone or electric utility, that does not
gross $100,000 annually may elect to be exempt from the provisions of this
chapter other than AS 42.05.221 - 42.05.281 under .he procedure described in
AS 42.05.712.

(h) A cooperative organized under AS 10.25 may elect to be exempt from the
provisions or this chapter, other than AS 42.05.221 - 42.05.281, under the pro-
cvdure described iIn AS 42.05.712.

(1) A utility which furnished cc .lection and disposal service of garbage,

refuse, trash, or other waste material and has annual gross revenues of $200,000
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or less is exenpt from the provisions of this chapter, other than the certifi-
cation provisions of AS 42.05.221 - 42.05.281, unless 25 percent of the sub-
scribers representing 25 p*.":ent of the gross revenue of the utility petition
the coronission for regulation.

(J) The provisions of this chapter do not apply to sales, exchanges or gifts
of energy to an electric utility certificated under this chapter when the energy
which 19 th~ subject of the sale, exchange or gift ip waste heat, electricity,
or other energy which 1is surplus or the by-product of an industrial process. In
an area in which no electric utility is certificated for service, energy pro-
vided by sale, exchange or gift may be provided to any utility which is cer-
tificated for service to that area. A contract for the sale, exchange or gift
of energy exenpt under this subsection does not make the supplier a public uti-
lity, and does not transfer the responsibility to provide utility services from
a certificated utility to any other person.

& A utility which furnishes cable televisicn service is exenpt from the
provisions of this chapter other than AS 42.05.221 - 42.05.281 unless 25 percent
of the subscribers petition the comnission for regulation.

(D) A person, utility, or cooperative that is exempt from regulation under
(@ or (d - (K of this section is not subject to regulation by a municipality
under AS 29.35.060 and 29.35.070. (S 6 ch 113 SLA 1970; am * 3 ch 76 SLA 1973;
am 8 8 ch 83 SLA 1980; am $$ 7 - 9d 136 SLA 1980; am § 89 ch 59 SLA 1982; am § 1

ch 30 SLA 1983; aa § 68 ch 74 SLA 1985; am § 1 ch 80 SLA 1985; am § 2 ch 107 SLA

1986).
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PART VI

UTILITIES AND ENVIRONMENT

A. UTILITY REGULATION

L Alaska Public Ualities Commission: The League supports the aurrent
statutory exemptions that allov municipal ulitiss to operate iIn the best Interest of the
consumer public without regulation by the APUC.

2. Acquisition:  In order t eliminate service area axflicts between
municipalrties and Jalitis, the League supports legislationtratwould allovmunicipalities
1o acquire the faalities of a uality under specific terms that would fairly compensate the
utillity.

3. Uality Relocation Costs: The League opposes any effot to dift
municipalities the cost of uility relocations associated with municipal public works
projects.

4. Deregulation of Solid Wastu: The League supports statutory changes
eliminate APUC regulation of solid waste aollection and disposal.

Sj"id waste oollection and transport are essattally freight hauling issues and there B
no need for APUC regulation. IFregulation s needed, local government can focus on
the needs at a loal lkel. AS 20.35.060(b) should be repealed to make this
deregulation complete and effectie.

5. Waste Disposal Sites: The League encourages the State to hold local
area public hearings concerning waste disposal sites and teir locations.
B. FUNDING ASSISTANCE FOR UTILITIES
L Construction Grant Program: The League strogly endorses the concept

of the States paying at lesst 50 percent of the cost of sewage systens, axiliay
equipment, solid waste faalities, and water systems constructed by municipalities under

38



A PERFORMANCE REPORT ON THE
DEPARTMENT OF COMVERCE AND
ECONOMIC DEVELOPMENT
ALASKA PUBLIC UTILITIES COMMISSION

February 14, 1989

Audit Control Number
08-1354-89-R

Commissioner, Department of
Commerce and Economic Development Larry Merculieff

Deputy Commissioner, Department of
CoMtrce end Economic Development Jeffrey W Buih

Members of the
Alaska Public Utilities Commission

Chairperson Susan M Knowles
Member Carolyn S. Guess
Member Peter Sokolov

Member Louis E. Agi

Member Kathleen L. Whiteaker
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JUN&AU. ALASKA Wf11-33CO

THE LEGISLATURE
auoatrano auoitco*»nm t

February 21, 1989

Members of eh« Legislative Budget
and Audit Committee:

In accordance with the provision! of Titles 24 and 44 of the

Alaska Statutes, the attached report i* submitted for your
review.

A PERFORMANCE REPORT ON THE
DEPARTIVENT OF COMVERCE AND
ECONOMIC DEVELOPMENT
ALASKA PUBLIC UTILITIES COMMISSION

February 14, 1989

Audit Control Number
08-1354-89-R

The objectives of this audit were to examine the activities
of the Alaska Public Utilities Coomisslon to determine if
there is a demonstrated public need for its continued
existence and if the commission has been operating in an
efficient and effective manner.

The audit was conducted in accordance with generally accept-
ed governmental performance auditing standards. Audit scope
and methodology are discussed in the Report Objectives.
Scope, and Methodology section of this report. Audit
raeulea may be found in the Report Conclusions, Findings and
RfcooMndaelons, and in the Analysis ot Public Need sections
of this report.

Legislative Auditor
Division of Legislative Audit

- 12 -



w* b.tl.v. chic ciblt ciliviilon 017 bi 1 n.tur.l mono-
poly in chi imill md midlua-ilzid cow.. *, 3 h
thaaa may ba candidaeas for aconomic regulation’
nowavar, cht cose of ragulaeion nuy ouewetih the
bunite, for chill raill  mirk.c. Th. .Sonomt?
ragulaeion ehae is availabla t* tlio limited to basic
services, as eha federal Cable Comnunicaeions Policy
Ace of 1984 prohibiea prica regulation of eha premium
packages. In tha largact cieies, eha competitive
anvironmane indicaeaa ehae ehara is noe a natural
monopoly praaanc for cabla television, thua certifi-
cation and aconotaic ragulaeion la Inapproprlaea.

Tha fadaral Cabla Ace vaa daaignad Co promoca tha
axpanaion of cabla ealaviaion syaeama by promoting
local franchiaing and limiting raea ragulaeion. Thia
law would noe allow any raea ragulaeion in Anchoraga or
Falrbanka  bue would allow baalc aarvica raeaato ba
ragulaead in oehar araaa auch aalunaau or Homer. It
doaa, however, appaar eo allow ua control ovar tha

aalbla competitive sida affacc of duplicaea cabling,
S aeaeuca wa could require eha aagragaelon of cabla
diaeribueion companlaa and ehaaa could ba fully ragu-
laead. Tha cabla programing could chan ba opanad eo
compacielon.

In summary, ragardlaaa aa eo whaehar or noe cabla
ealaviaion la vievsd aa eseaneial, wa racomandad that
eha praaant carelflcaelon requirement ba dalacad from
eha aeaeuea. To eha extent ehae thia aarvica la daamtd
essential, municipal franchiaing or carelflcaelon and
ragulaeion of diaeribuelon-only companlaa should ba
conaldarad.

Wa alao mute point out a poeanelal liability to tha
Seaca undar eha Cabla Ace if ehia racomandaelon la
Implamanead. Tha Cabla Ace ouelinaa apaciflc crlearla
which muse ba shown eo dan?/ a franchiaa and eha pro-
poaad aeaeuea aaandmane would caeagorlcally raerace tha
carelficaeaa (franchiaa) wichoueehia showing. How-
avar, ehaAecomay Ganaral'a Offlea indlcaead eo us
ehae eha Seaea would pravail in coure. WA racomand
ehae a formal opinion on ehia poeanelal liabilley ba
obtained from eha Aeeomay Ganaral bafora ehia aeaeuea
Is amandad.

Alaska Staeuta 42.05 should ba amandad eo exampc tha
smailar utiiiciaa trom aconotaic ragulaeion.

Elacerlc, telephone, gas, water, and aawar utilities
hava traditionally baan conaldarad aaaancial aarvices
and ara ofeen natural monopolies. Nevertheless, wa
should refrain from aconomic ragulaeion if 1its cose

mrtHtuiu S11 - VIO BT K« «t*cA rtvi aw »«t



exceeds ch* b*n*£tc*. How*v*r, chi* information i« noc
available nor can ie Db* reasonably g«n*rac*d. "Coat"
would laelud* incremental APUC and utility cia* and
material* as w*Ll aa ch* effect of project delays On
long-term rac*ai chia component of ch* aquation could
ba studio* av* «*ciaac*d. Th* "b*n*fica"™ of r*gulacion
includ* a fi. ~qially itabl* wutility providing con-
ltactnc servic* uniformly eo customers who ar* a**ur*d
of «quicabl* raca* and services now and in ch* fucur*i
Chia cannoc ba quantified.

Nevertheless, in conaidaraeion of ch* Seaea'a dwindling
r*aourc*a and ch* public'* disenchantment with ch*
proliferation of acac* government, w* b*li*v* that it
la appropriate for ua co presume chat th* coat of
regulation pruaencly exceeds ita b*n*fita for many
smaller utillciea and chat ch* groaa ravanu* exemption
I*v*la provided in ch* atatut** should b* raiaad.

Alaska Statute 41.05.711 exempts alactrlc and c*I*phon«
uclllcl** wich groaa r*v*nu«a under 950.000 frota
certification and economic regulation. le also allow*
a utility'a consumer* co *l*ct economic deregulation
for cooperative*, alactrlc ox telephone utilities with
leas chan $325,000 in annual groaa revenues, and for
any utility which does not gross 5100,000 annually. Ve
propose chat an across-the-board gross revenue-baaed
exemption from economic regulation Dbe established.
Three options are preaencad in the following cable. It
was prepared baaed upon APUC*a FT 88 Annual Report and
represents all utilities chat are currently economi-
cally regulated with the exclusion of the industries ve
have recommended for categorical deregulation.

Number of affected utilities and customers, based upon
gross revenues:

Under 9500.000 Under 3750.000 Under $1,000.000

Util. Customers tJEIT7" Customers Util. Customers
Electric 10 819 15 1,990 18 2,691
Telephone -0* -0- 1 343 2 863
Gas -0- -0- -0- -0- 1 908
Water 22 3,715 22 3,715 22 3,715
Sewer 2 15 3 382 3 382
Percent M Uu M U J iu 1 le U

The above percent calculations represent the reduction
in the coverage of -economic regulation under each
revenue seen'’riot however, ve caution che inference
from che cable chat APUCa workload would decrease
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proportionate co cha decrease tn che number n#
utilities. While chare certainly should be ,Onx
relationship, the eonmission has no cima iheec d*rl
available co correlate these factori.

In tfoncerc vlch an amendment co exeapc chaaa amaliar
ucilicias, cha following araat ahould alao ba ad-
draaaad:

1. Tha pedeion provision which allova cuscomara co
raquaac aconomic ragulacion of exempted ucilicias
should ba amended. Alaska Scacuca 42.05.711
praaancly raquiras 25Z of an axempeed udlicy's
subacribars co sign cha pacicion. W baliava chac
chis is much coo graac an obscacla co ovarcoma and
recommend chac an alaccion ba callad if APUC
racaivas a pacicion danonseracing significant
consumar incerase. For example, cha pacicion
raouiramanc could ba sae ae cha lassar of 3Z or
500 customers.

2. This proposad gross ravanua exemption scacuca
should noc caka affacc for 6 months co allow
ucility cuscomara who wish co raealn ragulacion co
do so wichouc interruption.

3. Tha rasulcs of past daragulaeion alacdons should
ba honorad, chus noe raquiring a naw voce on
failed deregulation alacdons.

4. Tha customers who continue cha benefies of APUC's
economic regulatory oversight should ba expecced
co B)ay for chis service (Sea Racommandadon
No

Alaska Statute 42.05 should be amandad to cease man-
cfacory aconomic ragulacion of carcain ueilltlae owned
by pollclcal subdivisions.

Alaska Seaeuta 42.05.711(b) generally axampcs ucilicias
owned by polidcal subdivisions from aconomic regula-
tion, unless chay so elect. However, it also provides
that if any of a subdivision's wucilicias direcdy
competes wich any ocher carcificatad utility chan all
Che subdivision a wutilities shall be economically
regulated. Wa presume Cha incenc of chis orovislon was
co eliminate tne wasting of resources from facility
duplicadon resulting from cha chan ongoing alaccric
service area dispute as wall as preventing cha cross-
subsidizacion of rates which might accompany such a
dispute. Tha only ucilicias falling under chis pro-
vision, ac prasanc, are owned by cha Municipality of
Anchorage.
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Tha Anchortga eervica «raa dispute ha* Db**n r**olv*d
«nd ehs pr*¥a*nc day compeeieion 1* in cha form of
economy energy salat of alaccricley and parhap* eela-
phona communication ayacotaa. Thin type of competition
doaa not encourage cha maaaiva facility duplication or
cha crosi-subtidizaeion of rataa ehae a sarvica art*
diapuea mighc. Sarvica araa concarnt can ba adaquaetly
addraaiad chrough <cha carelflcaelon procast wichoue
aconomic ragulaeion.

In conjunction wlch an amendment eo dalaea ehia man*
daeor% aconomic ragulaeion, eh# following aroaa should
also ba addratsad:

1. Tha utflieies previously ragulaeed by APUC due eo
compaelelon should c¢ ntinue eo ba so ragulacad
unlaaa rejected by cha govaming body.

2. A go_vernin? body should ba allowed eo withdraw a
previous alacclon.

3. Tha consumers who, chrough chair local government,
hava chosen eo continue eha banafies of APUCs
aconomic regulatory overtlghe ahould be expected
co pay for ehia aarvica. Specifically, eha
Municipality of Anchorage Assembly ahould decide
wheeher chair utilities should ba ragulaeed
locally or by APUC. If they chooaa eo "hire"™ APUC
co performchls regulatory funcelon in chelr
behalf, cicizens from all across the Scat* should
noe ba forced co pay for chat aarvica with General
Fund* (See Recommand#cion No. 2).

Recommendation No. 2

Alaska Statute 42.05 and Alaska Statute 42.06 should be
amended eo more fully allocate the""coate of ragulaeion.

APUC is curranely being funded primarily by General Funds
wleh a program raealpes supplement from partial direcc
allocation# of cose. Tha seaeueas require eha cose of
Investigstioas and hearings eo ba allocated among cha
parties, including cha commission, as is just under cha
circumstsaess. The commission has cradieionally noe allo-
cated costs to itself and has allocated only eha hired
consultant fees, attorney general service*, and ocher
incremental out-of-pocket costs. In a 1988 decision, cha
Alaska Supreme Court interpreted eha present seaeuces on
cost allocations co disallow attorney general services. Tha
court also remanded cha case back to cha commission co
decermine what portion of the cose allocation chey should
absorb.
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Basic fairness prescribes chat only eht consumers who
benefit £roa chA regulatory services provided by APUC should
pay the cote of chl« service. This 1is che "user fee"
coneme of funding. A funding method should alio be de-
signed to allow rAsponslvA adjustments eo bo mads iIn the
level of*rAgulAClon as dosirAd by consumers. With -cheat
ericArta In mind, vc Hava briefly contented on three pridon-
INACA AICAmMACIVAS.

To the txctnc of its general funding, any Approach falls eo
equitably match the regulatory coat to the consumers who
benefit. General funding may be viewed as a payment by all
cicix*ne all across the State, while the benefit may accrue
primarily to consumers in Anchorage. The ucllleles owned by
che Municipality of Anchorage have contributed greatly co
che commission’s workload, yet a significant portion of che
total coat of che proceedings la paid out of General Funds.

General funding 1is also less responsive co appropriate
regulatory levelsi in fact, it probably wastes some of che
State's dwindling resources. Given that there is a regula-
tory cost/benefit break-even point and chat certain consum-
ers axe given the opportunity to elect full economic regula-
tion, general funding will likely be perceived as pa?/ment by
"someone else"™ with che result that regulation will always
be extended past chis break-even point. Thus, government is
providing an unnecessary service.

Funding of APUC through a gross receipts tax levied against
the wutilities and pipelines chat 1s passed through co
consumers could provide a reasonable matching of costs co
beneficiaries. This assumes tax rates were established by
utility sire, by industry, and by level of regulation.
Hovevur, there would always be inequities.

This tax approach would be responsive co regulatory naads
only <o che extent that che matching is accurate. However,
taxation has traditionally focused on ability co bear rather
chan resource utilisation and, thus, such a funding approach
may not be responsive. For example, if a tax was designed
which levied 100Z of the commission's costs against che
pipeline companies and none co che utilities, this approach
would do nothing co reduce unnecessary regulation of che
utilicles.

Full and direct allocation of che commission's costs pro-
vides the most accurate and defensible matching among cha
three alcamacives. As such, it would not only be an
effective method in eliminating unwarranted government
regulation but it could also make che regulatory process
more efficient Dby encouraging adequate and appropriate
filings.

To administer this full allocation program would require
time sheets for commission staff and attorney general
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services, and ch* use of account cod** co share dcckac
procaadInf eoaci among the parciaa and co allow recovery Of
ganaral overhead. Tha administrative co*c of chi* program
should ba laaa chan wich cha cax approach hue, of cours*
graacar chan with cha Ganaral Fund design. These coses
could potentially ba offset by increased scaff efficiency
chrough cime shaec accountability. We believe che benefits
of a full-cosc allocacion programwould far outweigh a
slightly highar admlniscrsclve cost.

Based upon che above, we rsconnend chat che scacuees be
amended co establish a full-cosc allocation funding approach
for APUC. In conjunction wich chis shift coward program
receipts funding, AS 42.05.651 and AS 42.06.610 should be
amended, as follows:

1. These scacuces should be amended co SJ)ecify chac all
cosca of che commission may be allocated.

2. Alaska Statues 42.05.651 should be changed to require
interim allocation, rather chan awaiting completion of
a proceeding. The commission has estimated their
unbilled utility allocations at $1.6 million wich an
average age of 3.0 years. We note chat che related
pipeline stacute, at AS 42.06.610, already requires
interim billings. However, APUC does not appear to be
in compliance, with cheir estimated unollled pipeline
allocations at $2.1 million wich an average of 4.7
vears. Furchar, APUC should amend their regulation ac
3 AAC 48.157 which provides for cost allocations after
pipeline hearings racher chan on che required interim

3. These scacuces presently require allocation to che
parties of a proceeding including che commission: these
should be modified to exclude cue commission. However,
che provisions allowing the commission co allocate
among che parties as is reasonable and Just should be
retained, thus chi commission may occasionally absorb
some costs indirectly and havea need for minimal
General Fuad monies.

4. For eeonosdcally regulated companies, on a case-by-case
basis, the commission should beallowed co determine
whether the <co:ts being allocated are to be passed
chrough co che consumers.

Recommendation Ho. 3

APUC should develop a topical reference system for cotmls-
sion orders and court decisions.

The  commissionis a quasi-judicial agency which Issues
decisions based upon finding of face and conclusions of law.
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ALASKA PUBLIC UTILITIES COMMISSION
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MAR -7 1333 lurch 7, 1919

Mr. Randy Welker

Legislative Auditor

Division of Legislative Audit
State of Alaska

P. o. Box w

Juneau, Alaska 99111-3300

Ra. Rasponsa to Praliainary Audit Raport
Daar Mr. Walkar:

Tha following is tha rasponsa of tha Coaaission to tha praliai-
nary audit rsport and racoaaandations subaltted by tha Division
of Legislative Audit on February 14, 19*9, as a rasult of its
parforaanca raviav of tha Coaaission.

Tha coaaission concurs with tha fundamental concision of tha
raport that tha

Alaska Putolie Utilitias Coaaission Is operating In an
efficient and affactiva aannar and should continue to
regulate public utilitias and pipalinas. (Rags 9.)

Tha Coaaission doas not agraa with all of tha stataaants of rag-
ulatory thaory and philosophy in tha praliainary audit report but
has focused its consents on tha actual racoaaandations.
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Reooaasndatiem M. 1A

mia lasaa uusi .noma b« toa m aaiiiaman »m
regulation of companies furnishing collection and diipoial en -

vies of gasbags, refuse, trash, or other vasts material.

Tha Conission supports this raeoaaandation as it did tha identi-
cal raeoaaandation aada in tha 1979 and 1919 Sunset Audits. Tha
auditor®s stataasnt that tha public hsalth and sanitation aspects
of this service are aonitorad by local governments and tha De*
partaent of Invironmental conservation addresses tha commission®s
previous reservation on deregulation.

Rr.~ommeadatioa He. IB

Alaska Statute 43.05 should ba aaandad to cease cartification and
regulation of radio coaaon carriers.

Tha commission concurs with this raeoaaandation based on tha
character of radio coaaon carrier (RCC) services and tha current
regulatory status of RCCIls operating iIn tha state. However, as
noted in the Commission®s response to the saae raeoaaandation in
the 1985 Sunset Audit, future developaents in the telecommunica-
tions industry aay require rsiaposition of RCC regulation at soaa
later time.

The Coaaissioa also believes that its authority to partially or
fully deregulate a particular utility Industry in response to
current circumstances iIs a desirable and appropriate supplement
to the legislative action advocated by the auditor. Accordingly,
the Conission requests legislative guidance on the validity of
Its decision to economically deregulate the RCC industry in the
event this recommendation is not implemented by statute.



imuUliti m*. 10

»l«. X« 0.0* «hould b« wndH ta «... c.rtlfldHn.
obit t*lavialon.

Tha commiaaion concur* with this racommandation with aoma
qualification*, aa it did with tha aama racommandation in tha
19«s Sunaat Audit. Tha racommandation appropriataly aliainataa
tha anomaly in tha currant raqulatory achama for cabla talaviaion
(CATV) aarvica wharaby CATV providara hold monopoly cartificataa
but ara aconoaically daragulatad. Hovavax, tha Commiaaion would
ancourago tha Lagialatura to uca ita lagal and raaaarch staffs to
axamina tha Implicationa of tha following on full CATV daragula-
tion: () tha Cabla Communicationa Policy Act of 1954, (2) tha
Fadaral Communicationa Commiaaion*a racant initiativaa to aliml-
nata tha axiating ban on croaa-ovntrahip of CATV and talaphona
companiaa, (3) tha availability and atatua of local govammant
ovaraight, (4) aharad uaa of righta-of-vay, (9) community accaaa
and 1natitutional network uaa of CATV ayatama, and (=) diapoai-
tion of cart".fieataa hold by axlating CATV providara. Zn any
avant, aa notad in raaponaa to tha 1919 Sunaat Audit racommanda-
tion, CATV cartiflcation ia not a largo alamant of tha Commia-
aion"a workload.

Xaooamaadatlaa ha. 10

Alaaka ttatuta 49.05 ahould ba amandad to axampt amallar utlll-
tlaa from aconomic raoulation.

Tha Commiaaion oppoaaa thia racommandation bacauaa i1t diaagraaa
with tha auditor®a unaupportad praaumption that tha coat of
aconomic ragulation praaantly axcaada ita banafita for amallar
utilitiaa. Rathar, tha Commiaaion concludaa from ita axparianca



