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ANALYSIS - FISCALNOTE FOR CSSB 549 (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 Compa\r}\y ‘ML&P) fully
urisdictional but has the effect of deregulating Anchorage Waste and Waste

ater Utility.

This fiscal note assumes the elimination of .5 Utility Financial Analyst (Ran%\e
%%\,9)$27.2) and .5 Consumer Protection and Information Officer (Range 14A,

(386D-2/041790a Page 2 0f 2
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Original sponsor(s): HEP. ZAWACKI, Collins

1IN THE HOUSE BY THE CS8RA COVMMTTEE
2 CS FOR HOUSE BILL NO. 549 (C&RA)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

' SIXTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the exemption from regulation by
7 the Alaska Pjblic Utilities Commission of public
8 utilities owned and operated by political subdi-
9 visions."

10 BE [T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA

1 * Section 1 AS 42.05.711(b) Is amended to read:

12 (b) Except as otherwise provided in this subsection, publ
3 utilities owned and operated by a political subdivision of the state,
# or electric operating entities established as the instrumentality of
B two or more public utilities owned and operated by political subdi-
. visions of Che state, are exempt from this chapter, other than AS 42.-
g 05.221 - 42.05.281 and 42.05.385. However,

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

X (2) a utility or electric operating entity that is owned
“ and operated by a political subdivision and that directly competes
2 with another utility or electric operating entity is subject to this
= chapter with respect to the service for which there iIs direct compe-
wh tition; and

H (3) a utility furnishing telecommunications service that Is

2ot owned and operated by a political subdivision that has a population of
27} more than 150,000 is subject Qo this chapter [AND ANY OTHER UTILITY CR
! ELECTRIC OPERATING ENTITY OANED AND OPERATED BY THE POLITICAL SUBDIVI-

§

By SION IS ALSO SUBJECT TO THIS CHAPTER].
| Z]- C3H3 H490C8RA)



jReprosEntatiuE glim Zaiarkt
Alaska State %BgialaturE

3111 -C" STREET. SUITE 415
ANCHORAGE. ALASKA 99503 flL « ~ V *» K s
(907) 561-203/ % e
15 Curre*.rutinj
POUCH V C fa i3Ur

JUNEAU. ALASKA 99811

(907) 465-2719/2693
COCHK™ ..

MEMORANDUM

T0: ALL REPRESENTATIVES
FROM: Representative Jim
DATE: January 11, 1990
RE: Co-sponsorship:

Proposed legislation regarding Anchorage Utilities
and exemption from certain regulations by APUC

Attached please find a bill 1 intend to introduce Monday,
February 12, 1990.

This legislation addresses the need to amer "he existing
regulatory statute due to the new regulato * "licy adopted by
the Municipality of Anchorage which removeu ,,be municipal
utilities from the jurisdiction of APUC and created a
regulatory body for review of rate and operation matters and

a new regulatory process.

This statutory change would 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.

I introduced this legislation because 1 believe the existing
regulatory process is unnecessarily costly, time consuming,
and cumbersome.

If you would like to co-sponsor this bill, please call Portia
at 465-2719.



BY REP. ZAWACKI

IN THE HOLKE
HOUSE BILL NO. ;

IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the exemption from regulation by
the Alaska Public Utilities Commission of public
utilities owned and operated by political subdi- 1
visions."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1 AS 42.05.711(b) is amended to read:

(b) Unless the governing bedy of a political subdivision elects
to be subject to this chapter [2XCEPT AS OTHERMSEPROVIDED IN THIS
SUBSECTION] , public utilities ow.ed and operated bya political subdi-
vision of the state, or electric operating entities established as the !
Instrumentality of ttfo or more public utilities owned and operated by
political subdivisions of .the state, are exempt from this chapter,
other than AS 42.05.221 - 42.05.281 and 42.05.385. [HOWEVER,

(1) THE GOVERNING BXDY OF A POLITICAL SUBDIVISION MRY ELECT
TO BE SUBJECT TO THIS CHAPTER, A\D

(2) A UTILITY OR ELECTRIC OPERATING ENTITY THAT IS OMEBD
AND OPERATED BY A POLITICAL SUBDIVISION A\D THAT DIRECTLY COMPETES
WTH ANOTHER UTILITY OR ELECTRIC OPERATING ENTITY IS SUBJECT TO THIS
CHAPTER A\D ANY OTHERR UTILITY OR ELECTRIC OPERATING ENTITY OAND AND
OPERATED BY THE POLITICAL SUBDIVISION IS ALSO SUBJECT TO THIS CHAP-



Anchorage Telgdae Uity

-600 TELEPHONE AVENUE ANCHORAGE, ALASKA 99503-6091

| LEPHONE 6907 561-3000 Owned by the
Tom Fink. Telex 090-26-532 Municipality
Mayor Fac5|m|Ie (907) 561-1703 of Anchorage

January 26, 1990

The Honorable Dave Donley
House of Representatives
P.0. Box V

Juneau, AK 99811

Dear Representative Donley:

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 Dave Donley
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 from APUC regulation.

Sincerely,

—————— ITILITY ADVISORY COMMISSION

Harold D. Smith
Chairman

HDS :DRM: fs

Attachment



Anchorage Telephone Utility

600 TELEPHONE AVENUE, ANCHORAGE. ALASKA 99503-6091
TELEPHONE 0590% 561-3000

v FacsTi?A?l)e( ?3 7§ gfz].703 o%;\l—ngh%rg\g/e

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 its 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, tocorrespond 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 from APUC regulation.

Sincerely,

ADVISORY COMMISSION

Harold D. Smith
Chairman

HDS:DRM :fs

Attachment
"HHI b )



Offered:
Referred

Original sponsors:

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

A BILL

For an Pet 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. 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.”

o Except 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 - 42.05.281 and 42.0r .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 OtoJED AND OPERATED BY A
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POLITICAL SUBDIVISION AND THAT DIRECTLY COMPETES WITH ANOTHER UTILITY OR
ELECTRIC OPERATING ENTITY 1S SUBJECT TO THIS CHAPTER AND ANY OTHER UTILITY OR
ELECTRIC OPERATING ENTITY OWED 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 this chapter, cny 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 commission
for regulation.

() Notwithstanding any other provisions of this chapter, any electric or
telephone utility that dees not gross $325,000 annually may elect to be exempt
from vhe 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 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.CJ.712.

(1) 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 exempt 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 gross 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 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 exempt 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.

(k) 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 commission for regulation.

(1) A person, utility, or cooperative that is exempt 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. (86 ch 113 SLA 1970; am § 3 ch 76 SLA 1973;
am 88 ch 83 SLA 1980; am &7 - 9d 136 SLA 1980; am &89 ch 59 SLA 1982; am &1

ch 30 SLA 1983; am 868 ch 74 SLA 1985; am &1 ch 80 SLA 1985; am &2 ch 107 SLA

1986).



ALASKA PUBLIC UTILITIES COMMISSION
COMMENTS ON KB 549*
FEBRUARY 26, 1990
PASS 1 07

The Commission believes that the changes proposed by
HB 549 are contrary to sound publio policy and therefore opposes
its enactment. As currently written, AS 42.05.711(b) sets out
the presumption that utilities owned and operated by political
subdivisions are exempt from Commission regulation as to rates
and quality of service. Paragraph (2) jf 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 publio
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 its utility to thwart competition,

*Commissioner D.P.O'Tierney was out of state and did not
Pa,rtmpate in the Public Meeting where the Commission discussed
his legislation.

Page 1 of 3



Alaska Publio U tilities Commission
Comments on HB 549

February 26/ 1990

Page 2 of

Under regulation, the Commission provides reasonable assurance
that the competitive playing field remains level, in the absence
of regulation, the potential for uneoonomic competition is 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 he in
direct competition with another utility. This provision assists
the monitoring of transactions and cost allocations between
utilities to ensure that crosB-subsidization does not ooeur. The
Commission is satisfied, however, that its ability to investigate
such issues 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 bean 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 1b

provided for your consideration.



Alaska Publio Utilities Commission
Comments on HB 549

February 26, 1990

Page 3 of 3

PRQPO3ED COMMITTEE SUBSTITUTE FOR HB 549
* Section 1. AS 42.05.711(b) is amended to read:

(b) Except as otherwise provided in this subsection,
publio 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 - 42.05.281 and 42,05.385. However,

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

(2) Awutility 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].



1990 TECISL AT AVE Eas1on AUBLISH DATE
e FISCAL NOTE

Revision Date. Agency Affected:  APUC
Titla; relating to the exemptlon of apn.. APUC
Municipal utilities from APUCAH

Sponsor: Components
Requestor:,
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Analysis: Fiscal Note for HB549

f enacted, HB549 would operate to immediately deregulate_the
Municipality of Anchorage (MOA) which are

|

utilities owned by the

currently requlated by the APUC. Although only 4 of 119 requ-
lated entities (3.4%), given their siae and complexity, the Moa
utilities constitute a much larger workload component. Even when
factoring out those areas which will continue to be jurisdiction-
al under other sections of AS 42.05 (i.e. certifications, inter-

connections, wholesale power agreements, access charges, etc.),
the APUC estimates that its workload will be decreased by ap-

proximately 10% if HB549 becomes law.

A 10% reduction in the Personal services line item, commensurate
with the anticipated workload decrease, equates to 4.0 FTE posi-
tions. The distribution of impact results in staffing reductions
i)ar the following probable scenario: 1.5 Utility Financial Ana-
ysts, ,5 Utility Tariff Analyst, .5 Utility Engineer, .5 con-
sumer Protection and Information Officer, and i.0 support

position.
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SUMMARY

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

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

° The proposed changes have no effect on the regulation of rural electric
association's or mvestor-owned utilities.

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

° Anchorage's municipal public utilities are the only ones in the state now
requlated.

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

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

o Asignificant cost savings for the State and the Municipality would be
achieved.

° 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 PROCESS 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 commissions 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 requlate the utilities %uicker and at
less cost than the lengthy and costly proceedings before the APUC.

(See attached char')



MUNICIPALITY OF ANCHORAGE

Economic Self-R qulation Flow Chart

Determinations by

Proposals From U tilities Commissions Approval by Assembly
° Revenue Requirements Study o Public Hearings o Public Hearings
° Revenue Deficiencies o Review and Recommendations ° Ordinance Submitted by

. of Rates, Regulations and Mayor
° Cost of Service Study Policies
: . o _ o Assembly Approval of Rates,

° New Tariff Offerings o Findings and Conclusions Contracts and Regulations
° Special Contracts o Chmplainls
Anchorage U tilities Anchorage Commissions
Anchorage Telephone U tility Advisory:
Anchorage Sewer U tility o
Anchorage Whter U tility Anchorage Telephone Commission o
Municipal Light and Power Anchorage Water and Vfastewater Commission
Anchorage Refuse Collection Municipal Light and Power Commission

Utility . Anchorage Solid Vfaste Services Commission
Anchorage Solid Waste Disposal

U tility Regulatory:

Anchorage U tility Regulatory Commission

BH201



TITLE; Municipal U tility Self-Regulation
SPECIAL LEGISLATIVE REQUEST;

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

BAOERCXUD/JUSTIFICATICM:;

Alaska Statute 42.05.711 currently provides that public utilities owned and
operated  municipalities are exempt from economic regulation by the Alaska
Public U xlities 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 mumuﬁall -owned Fubllc 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 Bower Department/Chu?ach Electric Association boun-
daryldlapute, which precipitated the onset of AS 42.05.71i, has been
resolved.

2. Whether or not a municipal public utility is subgect to economic regulation
by the APUC, the APUC retains qurlsdllgtllon per AS 42.05.221, over such mou-
ters as wasteful duplication of facilities where direct comé)etltlon within
the same service area 0CCUTIS éas 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 hecause éa) 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, (c) the public and its consumer representatives have* the right to
part|0|§)ate in the ratemaking process under economic self-regulation, and
éd)tal rate decisions are aligible for judicial review in the Alaska Court
ystem.

Alegislative griority_ is to remove the "direct competition” exception from the
statute, therepy allowing Anchorage, absent its consent, to regulate the rates
of its utilities and allow for adequate rates of return for its respective util-
ities.

STAFF CONTACT: W ill Gay, Acting Executive Manager,
Enterprise Activities, 343-4906

12/13/89



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 IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Article 10. General Provisions.

on _ Section:

Elxemptions 7120. Definitions

Deregulation ballot 121, short title

Sec. 42.05.711. Exemptions.(a) The provisions of this chapter do not apply

Section
711,
712.

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 pubxic utilities
owned and operated by political subdivisions of the state, are exenpt from this
chapter, other than AS 42.05.221 - 42.05.281 and 42.05.385. However,

(1) the governing body of a political stk™vision may elect to be subject to

this chapter® [, AND)
[(2) A UTILITY OR ELECTRIC OPERATING ENTITY THAT IS OWNED AID OPERATED BY A
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POLITICAL SUBDIVISION /»ND THAT DIRECTLY COMPETES WITH ANOTHER UTILITY OR
ELECTRIC OPERATING ENTITY IS SUBJECT TO THIS CHAPTER AND ANY OTHER UTILITY OR
ELECTRIC OPERATING ENTITY OWNED £ND OPERATED BY THE POLITICAL SUBDIVISION IS
ALSO SUBJECT TO THIS CHAPTER. ]

(c) 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 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 commission
for regulation,

(f) Notwithstanding any other provisions of this chapter, any electric or
telephone utility that does not gross $325,000 annually may elect to he 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 $1o0o0,000 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 of this chapter, other than AS 42.05.221 - 42.05.281, under the pro-
cedure described in AS 42.05.712.

(1) Autility 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 exempt 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 gross 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 . 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 which no electric utility is certificated for service, energy pro-
vided by sale, exchange or gift nay be provided to any utility which is cer-
tificated for service to that area. A contract for the sale, exchange or gift
of energy exempt under this subsection does not make the supplier a public uti-
lity, and does not transfer the responsibility to provide utility services frora
a certificated utility to any other person.

(k) 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 commission for regulation,

(1) Aperson, utility, < cooperative that is exempt from regulation under
(@) or (d) - (k) >f this section is not subject to regulation by a municipality
under AS 29.35.060 and 29.35.070. (§ e ch 113 SLA 1970; am § 3 ch 76 SLA 1973;
am § s ch 83 SLA 1980; am 88 7 - 9d 136 SLA 1980; am § 89 ch 59 SLA 1982, am § 1
ch 30 SLA 1983; am § es ch 74 SLA 1985, am § 1 ch 80 SLA 1985; am § 2 ch 107 SLA

1986).
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O ffered:
Referred:

Original sponsors:

IN THE rDUSE
BOUSE 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

;%% IZE))éerrengplﬁll(;nt?on ballot ;%9 theo“r?lttllotrl]eS

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 - 42.05.281 and 42.05.385. However,

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

[(2) A UTILITY OR ELECTRIC OPERATING ENTITY THAT IS OWNED AND OPERATED BY A
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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 OWSIED AND OPERATED BY THE POLITICAL SUBDIVISION IS
ALSO SUBJECT TO THIS CHAPTER.]

(c) 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 he
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 commission
for regulation.

(f) Notwithstanding any other provisions of this chapter, any electric or
telephone utility that does not gross $321,000 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 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

(1) 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 exempt 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 gross revenue of the utility petition
the commission for regulation.

(j) The provisions of this chapter do not apply to saies, 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 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 exempt 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.

(k) Autility 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 commission for regulation.

(L) Aperson, 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. (8 6 ch 113 SLA 1970; am ~ 3 ch 76 SLA 1973;
am § s ch 83 SLA 1980; am 7 - 9d 136 SLA 1980; am S 89 ch 59 SLA 1982; am § 1
ch 30 SLA 1983; am S es ch 74 SLA 1983; am § 1 ch 80 SLA 1985; am § 2 ch 107 SLA

1986),
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PART VI

UTILITIES AND ENVIRONMENT

A. UTILITY REGULATION

1. Alaska Public Utilites Commission: The League supports the current
statutory exemptions that allow municipal utilities to operate in the best interest of the
consumer public without regulation by the APUC.

2 Acguisi_ti.on: In order to eliminate service area conflicts hetween
municipalities and utilities, the League supports legislation that would allow municipalities
to acquire the facilities of a utility under specific terms that would fairly compensate the

utility.

3. Utility Relocation Costs: The League opposes any effort to shift to
mummtpalmes the cost of utility relocations associated with municipal public works
projects.

~ 4. Deregulation of Solid Waste: The League supports statutory changes to
eliminate APUC regulation of solid waste collection and disposal.

So'id waste collection and transport are essentially freight hauling issues and there is
no need for APUC regulation. If regulation is needed, local government can focus on
the needs at a local level. AS 29.35.060(b) should be repealed to make this
deregulation complete and effective.

5. Waste Disposal Sites: The League encourages the State to hold local
area public hearings concerning waste disposal sites and their locations.
W, FUNDING ASSISTANCE FOR UTILITIES
1 Construction Grant Program: The League strongly endorses the concept

of the State's paying at least 50 percent of the cost of sewage systems, —auxiliary
equipment, solid waste facilities, and water systems constructed by municipalities under

33
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audit division
BOX h
JUNEAU. ALASXA *0411-3300

THE LEGISLATURE

BUDGET ANO AUDIT CCHUITTEE
February 21, 1989

Members of che Le,qislative Budget
and Audit Committee:

In accordance with the provisions of Titles 24 and 44 0f che

Alaska Statutes, the attached reoort is submitted for nou*l
review.

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

February 14, 1989

Audit Control Number
08-1354-89-R
e bjeclt'ves of this audit were to examine che activities
e

Alaska Public Utilities Commission to determine if
s a demonstrated public need for its continued
e
f

Q —

and if che commission has been operating in an
and effective manner.

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

lUndy  Welker, CPA
Legislative Auditor .
Division of Legislative Audit



W* believe cfttt cable television may be a natural mono-
poly tn tha small and madium-sizsd towns. a* such
ehaee may ba candidates for tconomic regulation!
However, ~cha cost of re?ulatlon may outweigh chs
benefits for chasa small markaes. ~ Tha aconomic
ragulation that is availabla is also limitad ec basic
sarvicas, as the fadaral Cabla Comiunicaciona Policy
Act of 1984 prohibits prica ragulation of cha pramiun
packages. In tha largest cirties, cha competitive
environment indicates chat chare is not a natural
monopoly present for cabla television, thus certifi-
cation and economic regulation is inappropriate.

Tha fadaral Cabla Act was designed to promote cha
expansion of ~cabla television systems by promoting
local franchising and limiting rata ragulation. This
law would not allow any rata regulation in Anchorage or
Fairbanks but would allow basic service rates to be
regulated in other areas such as Juneau or Homer. |t
does, however, appear to allow us control over the
ossible competitive side effect of duplicate cabllng].

statute we could require che segregation of cable
distribution companies and these could be fully regu-
lated. The cable programming could then be opened to
competition.

In summary, regardless as to whether or not cable
television is viewed as essential, we recorsaended that
the present certification requirement be deleted from
the statute. To the extent that this service is deemed
essential, municipal franchising or certification and
reflation of distribution-only companies should b®
considered.

We also must point out a potential Tliability to che
State under the Cable Act if this recommendation is
Implemented. The Cable Act outlines specific criteria
which must be ehovn to den?/ a franchise and the pro-
posed statute amendment would categorically retract che
certificate* (franchise) without this showing.  How-
ever, the Attorney General's Office indicated to us
that the State would prevail in court. W+ recommend
that a formal opinion on this potential liability be
obtained from the Attorney General before this statute
is amended.

Alaska Statute 42.05 should be amended to exempt the
smaller utilities from economic regulation.

Electric, telephone, gas, water, and sewer utilities
have traditionally been considered essential services
and are often natural monopolies. Nevertheless, we
should refrain from economic regulation if its cost

stat* o# iu u u '11' a«viM «« mr Li*r**>ATive au*mt
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Sever

exceeds che benefits. However, this information i* not
Available nor can 1c bha reasonably gantracad. "Cose"
would include IncremsntAl APUC and wutility time and
macariala as vail as che effect of ﬁrOJeCt delay* on
long-tara rates: chis component of enha aquation could
ba studied and sitiwAtad. Tha "benefits" of ragulation
includa a financially stable wutility providing con-
sistent sarvica uniformly to customers who ara aaaurad
of equitable ratas and services now and in tha futurai
this cannot ba quantified.

Nevertheless, in consideration of tha State's dwindling
resources and tha public’s disenchantment with the
proliferation of state government, va believe that it
Is appropriate for us to presume that the cost of
regulation presently exceeds its benefits for many
smaller utilities and that tha gross revenue exemption
levels provided in the statutes should be raised.

Alaska Statute 42.05.711 exempts electric and telephone
utilities with gross revenues under $50,000 from
certification and economic regulation. It also allows
a utility's consumers to elect economic deregulation
for cooperatives, electric or telephone utilities with
less than $325,000 in annual gross revenues, and for
any utility which does not gross $100,000 annually. We
propose that an across-the-hoard gross revenue-based
exemption from economic regulation be established.
Three options are presented in the f0||0WIn? table. It
was prepared based upon APUC's FY 38 Annual Report and
represents all wutilities that 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:

- BRI e o O  omers

Electric 10 819 15 1,990 18 2,691
Telephone -0- -0- 1 343 2 863
-0- -0- -0- 1 908

W ater % 3,715 22 3,715 22 3,715
15 3 382 3 382

Total, Uhl =i Lia 8.559

Percent e e || Ljd £4J|

The above percent calculations represent che reduction
in che coverage of economic regulation wunder -each
revenue scenario: however, we caution che inference
from che <cable chat APUC's workload would decrease

«tatimrtutwt 12* . «ruettiATive Averr



prooorcionaca co cha decrease in eh* number at
utilities. ~ While there certainly ihould be SOm«
relationship, the coaaission has no time cheat data
available to correlate these factors.

In doncert with an amendment to qxamPt these smaller
utilities, the following areas ihould also be ad-

dressed:

1. The petition provision which allows customers to
request economic regulation of exempted utilities
should be amended. Alaska Statute 42.02.711
presently requires 22Zof an exempted utility's
subscribers co sign the petition. e believe that
this is much too great an obstacle to overcome and

recommend that an election be called if APUC
receives a petition demonser-iting significant
consumer interest. For example, Cho petition
requirement could be sec at the lesser of 2Z or
200 customers.

2. This proposed gross revenue 6exemption statute
should not take effect for months co allow
utility customers who wish to retain regulation to
do so without interruption.

3. The results of past deregulation elections should
be honored, thus not requiring a new vote on
failed deregulation elecciona.

4. The customers who continue che benefits of APUC'S
economic reqgulatory oversight should be expected
I£|0 ﬁjy for this service (See Recommendation
0. :

E. Alaska Statute 42.02 should ba amended to cease man-
datory economic ragulation of certain utilities ovnTq
by political subdivisions.

Alaska Statute 42.02.711(b) generally exempt* utilities
owned by political subdivision* from economic regula-
tion, unless they so elect. However, it also provides
thas if any of a subdivision's utilities directly
competes with any ocher certificated utility then all
Che subdivision s utilities shall he economically
rtgulacad. We ﬁresume Che intent of this provision was
to eliminate the westing of resources from facility
duplication rasulcing from cha than ongoing alaccrlc
servica area dispute as well as preventing the cross-
subsidization of races which m|?.ht accompany such a
dispuca. The only utilities falling undar this pro-
vision, at present, are owned by the Municipality of
Anchoraga.

STAT*  tUHA -13 . <« UCSHOATIV* AIA*IT
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Tha Anchorage service tree dltpuca has been retolved
end Cha present day comf)etltllon_ it in che fora of
economy energy sale* of electricity tnd perhaps tele-
phone ccs*unication syitea*. This type of competition
doee nothencourage che massive facilicy duplicacion or
che cross-subsidization of rataa chat a service area
dispute might. Service area concerns can be adequately
addressed through che certificacion process without
economic regulation.

In conjunction with an_ amendment to delete chis man-
datory ‘economic regulation, the following areas should
also Dbe addressed:

1. The utilities previously regulated by APUC due co
competitign should ¢ -itinua ;co ba so regulated
unless rejected by che governing body.

2. A go.vernin? body should be allowed to withdraw a
previous eflection.

3. Tha consumers who, through their local government,
have chosen co continue the benefits of APUC’S
economic regulatory oversight should be expected
to pay for chis service. Specifically, che
Municipality of Anchorage Assembly should decide
whether their utilities should be regulated
locally or bK.APUC. If they choose co "hire” APUC
co oerformchis vregulatory function in their
behalf, citizens from all across che State should
not ba forced co pay for chat service with General
Funds (See Recommendation Ho. 2).

Recommendation Ho. 2

Alaska Statute *2.05 and Alaska Statute 42.06 should be
amended to more fully allocate cha coses of regulation

APUC is currently being funded primarily by Gen«ral Funds
with a program receipts supplement from partial direct
allocation* "of coee. The statutes require che cost of
investigation* and hearings to be allocated among che
parties, mcludmg che commission, es is just under cha
circumstance*. The commission has traditionally not allo-
cated cost* to itself and haa allocated only cha hired
consultant faea, attomay ganaral services, and ocher
incremental out-of-pocket costs. In a 1988 daciaion, tha
Alaska Supreme Court interpreted che present statutes on
cost allocations co disallow attorney general services. The
court also remanded che case back co cha commission to
dgterrgine what portion of the cost allocation they should
absorb.

«TATI  AKAMUK -14 yivusiiktnvi «utr
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Basic fairness prescribes that only tha consumers who
benefit from cha regulatory services providad by APUC should
pay th« coac of chis sarvica. This is cha "user fee"
concent of funding. A funding method should alio ba de-
signed to allow rasponsiva adjustments co ba nada in cha
laval of*regulation as daairad by consumers. With chasa
cricaria in mind, va have briafly cooaancod on chraa pradom-
inaca alcamacivas.

To cha extant of its ganaral funding, any approach fails to
equitably match tha regulator){) coac to cha consuaars who
banafic.” Ganaral funding may ba viewed as a payment by all
citizens all across cha Scata, whila cha banafic ma* accrua
primarily to consumars in Anchorage. Tha utilities owned by
che Municipality of Anchorage have contributed greatly co
tha commission's workload, yet a significant portrion of cha
total cost of cha proceedings is paid out of General Funds.

Ganaral fundingI is also lass rasp
$) in a

rasponsiva co appropriate
regulatory leve fact, it prob

0
leve | bly wastes soma of the
State's dwindling resources. Given that there is a regula-
tory cost/benefit braak-evan point and that certain consua-
ars are given che opportunity to elect full economic regula-
tion, general funding will Iikely be perceived as p.arment by
"someone else" with che result that regulation will always
be exconded past chis break-even point. Thus, government is
providing an unnecessary service.

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

This tax approach would be responsive to regulatory needs
only co che extant that che matching is accurate. However,
taxation has traditionally focused on abilicy co bear rather
chan resource utilization and, chus, such a funding approach
may not he responsive. For example, if a tax was designed
which levied 100Z of che commission's costs agalnsc che
pipeline companies and none co che utilities, <chis approach
wo.ullld.do nothing co reduce unnecessary regulation of che
utilities.

Full and direct allocation of che commission's costs pro-
vides che most accurate and defensible matching among che
three alternatives. As such, it would not only be an
effective method in eliminatin unwarranted government
regulation but it could also make che regulatory process
rfn.olr.e efficient Dby -encouraging adequate and appropriate
ilings.

To administer this full allocation program would require
time sheets for commission staff and attorney general

rrat* mwtu iu 15



services, tad che use of account coda* co share docket
proceeding coses among cha parties and co allow recovery Of
general overhead. Tha adminiscraciva coat of chis program
should ba lass chan vilch cha tax approach but, of course
graacar chan wlch cha Ganaral Fund daaign. Theaa coaci
could potentially ba offset by Incraaaad staff efflf:len_cx
through ciaa shaac accountability. Wa believe cha banafic
of a full-cost allocation program would far outweigh a
slightly higher adminiscraciva coac.

Baaed upon cha above, wa recommend chat che statutes ba
amended co aacabliah a full-cost allocation funding approach
for APUC. In_ conjunction with chia shift coward program
racaipca funding, 'AS 42.05.651 and AS 42.06.610 should ba
amended, as follows:

1. These statutes should be amended co specify chac all
costa of the commission may bha allocated.

2. Alaska Statute 42.05.651 should ba changed Co require

interim allocation, rather chan awaiting completion of

a proceeding.  The commission has estimated chair
unbilled utility allocations at $1.6 million with an
average age of 3.0 years. Ve note chac the related
pipeline statute, at AS 42.06.610, already requires
interim billings. However, APUC does not appear to be
in compliance, wich chair estimated unbilled pipeline
allocations at $2.1 million wich an average of 4.7
ears. Further, APUC should amend their re?.ulatlon at
_AAC 48.157 which provides for cost allocations after
B|pe_l|ne hearings rather chan on che required interim
asis.

3. These statutes presently reguire allocation to che
parties of a proceeding including che commissionj these
should be modified to exclude the commission. However,
the provisions allowing EKe commission to allocate
among che parties as is reasonable and just should be
retained, thus che commission may occasionally ahbsorh
some costs indirectly and have a need for minimal
General Fund monies.

4.  For economically regulated companiss, on a case-by-ca*e
basis, Che commission should be allowed co determine
whether Cha costs being allocated are co be passed
through to che consumers.

Recommendation No. 3

APUC should develop a topical raference system for commis-
sion oroers and court decisions.

Tha commission is a quasi-judicial agency which issues
decisions based upon finding of fact and conclusions of law.

«UMA -16-
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r. Randy Welker
egislative Auditor _
ivision of Legislative Audit

ta(t)é %)(Av!laska

uneau, Alaska 99811-3300

M
L
D
S
P.
J
Re. Response to Preliainary Audit Report

Dear Mr. Welker:

The following is the response of the Commission to the preliai-
nary audit report and recoaaendations submitted by the Division
of Legislative Audit on February 14, 1989, as a result of its
performance review of the Commission.

The Commission concurs with tha fundamental conclusion of tha
report that the

Alaska Public Utilities Commission is oi)erating in an
efficient and effective manner and should continue to
regulate public utilities and pipelines. (Page S.)

The Cosmission does not agree with all of the statements of re%-
ulatory theory and philosophy in the preliainary audit report but
has focused its comments on the actual recommendations.



Racoaaemdatie* 3®. I1&

Alaska Statute 43.03 should ba amended to cease certification and
ragulation of companies furnishing collection and dispoaal aar-
vica of garbage, refuse, traah. or other waata notarial.

Tha Commission supports this recommendation aa it did tha identi-
cal racoaaandation made in tha 1979 and 1985 Sunset Audita. Tha
auditor*a atataaant that tha public haalth and aanitation aapacts
0& thia aarvica ara aonitorad by local governments and tha De-
partment of Environaantal Conaarvation addraaaaa tha Coaaiaaion*a
previous raaarvation on deregulation.

Racoaaandation Ve. 11

Alaska Statute 42.03 ahould bo anandad to caaaa certification and
ragulation of radio common carriara.

Tha Coaaiaaion concura with thia racoaaandation baaad on tha
character of radio coaaon carrier (RCC) earvicaa and tha currant
regulatory atatua of RCCa operating in the atata. However, aa
noted in the Coaaiaaion'a reaponaa to tha sane racoaaandation in
tha 1985 Sunset Audit, future development* in tha telaeoaaunica-
tiona industry nay require reiapoaition of RCC ragulation at soma
latar time.

Tha Commission alae believes that its authority to partially or
fully deregulate a particular utility industry in reaponaa to
currant circumstances is a daairable and appropriate supplaaant
to tha legislative action advocated by tha auditor. Accordingly,
tha Coaaiaaion requests legislative guidance on tha validity of
its decision to econoaically deregulate tha RCC industry in tha
event thia racoaaandation is not implemented by statute.



A% st onfe

*ecoaeeadatioB *0. ic

Alaska Statute 43.03 should be amended to caaaa certifies o f
calJsla television. -

Tha Coaaiaaion concurs with thia racoaaandation with soaa
qualifications, aa it did vith tha saaa racoaaandation in tha
19«5 Sunset Audit. Tha racoaaandation appropriately aliminataa
tha anoaaly in tha currant regulatory achaaa for cabla talaviaion
(CATV) aarvica whereby CATV providara hold monopoly certificates
but ara economically deregulated. However, tha Commiaaion would
encourage tha Legislature to uaa ita legal and raaaarch staffs to
examine tha implications of tha following on full CATV dsregula- *
tions (1) tha Cabla Communications Policy Act of 1914, (2) tha
Fadaral Communications Commission's racant inltiativaa to alimi-
nata tha existing ban on cross-ownership of CATV and talaphona
eoapaniaa, (3) tha availability and status of local government
oversight, (4) sharad usa of rights-of-way, (5) community sccass
and institutional network usa of CATV systems, and (e) disposi-
tion of cartificatss hald by existing CATV providara. In any
avant, as notad in response to tha 1915 Sunaat Audit rscosaenda-
tion, CATV certification is not a large element of tha Commis-
sion's workload.

Recommendation Ve. 10

Alania m tuta <3.65 should ba amended to extant smaller utili-
ties frcm economic regulation.

Tha Commiaaion oppoaaa this racommendation because it disagrees
vith tha auditor's unsupported presumption that tha cost of
economic ragulation presently exceeds its benefits for smaller
utilities. Rather, tha Commission concludes from its experience
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that regulation of small utilities i* at the core of its public
protection function, especially given the geographic and de-
mographic characteristics of Alaska* The Commission also
believes that the burden and cost of regulation on smaller utili-

ties can and should be reduced administratively, and it is cur-
rently addressing this issue.

As the auditor points out, it is extremely difficult to quantify
the cost of regulation, both to the regulated and to the regula-
tor. At the same time, it ia relatively easy to Inflate or de-
flate coat figures to support a given predisposition far or
against regulation. Regardless of amount, costs are relatively
meaningless unless they are compared to benefits

The Commission agrtas with the auditor that the primary benefits
of reqgulation are a financially stabla utility which provides
reliable, safe service to all customers at reasonable, non-
diicriainatory rates, with the exception of 22 water companies,
the utilities affected by thia recommendation are providing ser-
vice in rural Alaska and are predominantly electric utilities.

It has been the Commission's experience that the need for regula-
tion and the potential benefits provided by regulation are fre-
quently greater for smaller utilities than for larger utilities
for many reasons, including, the logistical challenge of operat-
ing in remote locations; inexperienced personnel; unsafe facili-
ties as a result of non-compliance vith the National Electric
Safety Cede; lack of familiarity vith utility managament, main-
tenance, and accounting prccadurss; discriminatory actions by
utility management; failure to request rate increases when
needed; and procurement of wrong equipment. In addition, it can
be argued that the consumers in rural Alaska are even more cap-
tive than those in the urban areas, and, therefore, are particu-
larly dependent on a high level of protection.



Although *&e reduction in workload would bo approximately COAmen-
luxato with the loo* of Commission staff over ths past three
years if thlg recommendation wara enacted, and fro* that stand-
point may ba appealing, tha Coaaiaaion doaa not baiiava that tha
public intarast would ba aarved by vholasala deregulation of
utilitias serving parhaps tha most (or ona of tha more) vul-
narabla sagaant(s) of tha ratapaying public.

Tha Coaaiaaion baliavaa that tha concam about tha coat of rag-
ulation that has baan voicad by tha auditor as wall as othars,
for tha moat part, la diractad at tha expense (both in tine and
dollars) associated with regulatory requirements whan a utility
desires or needs to change its rates. Tha Cosmission has recog-
nized for some tins that tha regulatory scheme that exists and
has been applied to both largo and small utilitias should ba ax-
aainad. To that and, on February 3, 1989, tha Cosaission has
issued @ Notice of Inquiry. The purpose of the Inquiry is to
receive information which would assist tha Cosaission in propos-
ing regulations to siaplify rata and other regulatory proceedings
for smaller utilities. A copy of this order is attached, (lee
Appendix A.)

In summary, tha Cosaission believes that tha issue of the cost of
regulation as it relates to tha ssallar-sized utilities can ba
substantially mitigated through administrative procedures rather
than legislation which would aliainata tha important public pro-
taction function today provided by economic regulation.

However, if tha Legislature balleves public policy is batter
served by deregulating smaller utilitiaa, tha Commission would
propose, as it did in response to tha 1985 Sunset Audit, tha fol-
lowing amendment to AS 42.03.711 to expand the deregulation elec-
tion process found in AS 42.03.712 which would replace tha provi-

sions of AS 42.03.711(e), (f), (g), and (1):

_ 3
v -20.
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All utilities which ha' 3 gross revenues of *900,000
or less saay sled: to be exsapt frca tha provisions of
A) 42.03, Other than AJ 42.03.221*42.03.221, under
the procedure* described in A)J 42.03.712.

This approach conforms vith tha cosaission*s position that reg-
ulation for utilitias that haratofora hava faaan regulated should

be continuad unlass tha pacpla aost affacted, tha consuaars, vote
to beeose deregulated.

Tha Conlastlon also concurs with tha auditor's suggestion that
consideration be given to reducing tha nuaber of cuatcaars re-
quired to petition for ragulation under AJ 42.03.711.

Raeos&aadatioa Jo. 13

Alaska Statute 42.03 should be aaanded to cease mandatory
aconoalc regulation of certain utilitias owned by political
subdivisions.

The Cosaission supports the philosophy underlying this racosaan-
dation. However, the Cosaission does not believe that elimina-
tion of A) 42.05.711(b)(2) is necessary to ach.lava the auditor’s
objective and has proposed an alternative legislative approach
and language.

It is reasonable that if regulation is elected at one tine by a
governing body as currently provided under AJ 42.03.711(b)(1)
than a future governing body should have similar authority to
vote to revoke that election. If such revocation is txsrsised,
it is presuaed that the public protection function provided by
the Cosaission will be assuaed by the governing body of tha



political subdivision, thus giving affactod conauaara a forum and
racoursa for concerns and eomplainta.

The Coaaiaaion racogniras that thia racoaaandation praaantly if.
facta only tha Municipality of Anchorage. Zt ia partinant to
conaidaration of thia racoaaandation that, at tha praaant tiaa,
thara ara a number of outatanding iaouaa before, and outatanding
raquiremecnta by, tha Coaaiaaion for tha Anehoraga Watar and
waatovatar Utility (savor), tha Anehoraga Talophona Utility, and
tha Anehoraga Municipal Light and Povar Department.* it i« rea-
aonablo to assume that tha Anehoraga Assembly would taka into
conaidaration tha atatua and rasulta of procaadinga bhafora tha
Coaaiaaion at aueh tiaa aa it conaidars any daciaion to and
aeonoaic ragulation by tha Coaaiaaion.

"Dockat U-i7-47 ia an invaatigation into tha ganaral sanaga-
aant practices of Anchorage's sever utility. Zn Dockets u-It-u
and U-S7-41 tha Anehoraga Telephone U tility ia bafora tha Coamis-
sion requesting a 54.13% rata increase and responding to an in-
vestigation into tha ganaral and financial management practices
of the utility. Commiaaion decisions ara currently pending in
thase sever and telephone cases. At tha present time, the
Municipal Light and Povar Department ia required to ?FOVIde an
equity management plan and obtain Coaaiaaion approval bafora fur-
the%.?ﬁbt refunding is issued because of its poor financial
condition.
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Rather than eliminating M 42.03.711(b)(3), si the auditor ap-
pears to suggest,* AJ 42.05.711(b) should be expended to provide
for deregulation of a municipal entity if ita governing body 1o
elect*, once competition no longer exists betvsen it and other
utilities, and to allov the governing body of a political sub-
division to revoke a previous election. The Commission believe*
it i* desirable to continue a protective mechanism for regulated
utilities in the event a future situation arises involving coa-
petition vith a municipal utility. Proposed language is at-
tached. (See Appendix B.)

Recommendation so. 3

Alaska Statute 42.05 and 42.06 should be amended to sore fully
allocate the costa of regulation.

The Commission concurs in part, and opposes in part, this recom-
mendation. The Commission agrees vith the auditor's suggestion
that, in light of the current economic climate as veil as a re-
cent court decision, discussion should be focused on the ap-
propriate method to fund this agency. Clearly, the time is ripe
to evaluate funding options; however, the Commission disagree*
vith the method of funding advocated by the auditor. Regardless
of tha outcome of the broader funding discuseion, the Commission
concurs that Afl 42.0S5.€51(a) should be amended to allov interim
illocations daring s proceeding and to exclude the Commission
from bearing any coats of a hearing or investigation.



MUNICIPALITY OF ANCHORAGE
Summary of Economic Effects - Utilities

AO Number; 89-51 Title: Municipal Regulation of Utilities

Sponsor: Enterprise Activities
Preparing Agency: Municipal Light & Power/OMB  Others Affected: ATU-AWWU-SWS

CHANGES IN REVENUES AND EXPENSES (Thousands of Dollars)
FY FY FY FY FY
6mo. 89 90 91 92 93

Operating Expenses:

ATU - Regulation Expense (Net) (154) (306) (306) (306) (306)
ML&P - Regulation Expense (Net) (123) (245) (245) (245) (245)
AWWU - Regulation Expense (Net) (68) (137) (137) (137) (137)
SWS - Regulation Expense 8 15 15 15 15

Expense RecaD: (1989-6 months onlvl

ATU ML&P AWWU SWS
APUC Regulation Expense Savings (168) (133) (100) -0-
New Municipal Regulation Expense 14 10 32 8
Net change 1n Expense (154) (123) (68) 8

Expense Recap (1990 and outyears)

ATU ML&P Awwu SWS
APUC Regulation Expense Savings (335) (265) (200) -0-
New Municipal Regulation Expense 29 20 63 15
Net Change 1n Expense (306) (245) (137) 15

Impact on General Government (Yes or No) No

Public Sector Economic Effects: $3,029,000 savings over the next 4 years 6
months.The public sector effect of Municipal regulation by commissions as an
alternative to the current requirement to be regulated by the APUC would be to
reduce Utility operating expenses. The avoided costs above are comprised of
attorney fees, consulting contracts, expert witness cost and some reduction 1n
Internal cost created by an assumed simplification of the rate making process.
New expenses Include Increased compensation for commissioners, supplies,
advertising and court reporting. Under self regulation the utilities will
continue to Incur some level of professional service expenses. However, the
reductions noted result from more abbreviated and less protracted rate
hearings. Costs were derived using a three year average and assuming six (6)
months 1n 1989. No allowance has been made 1n succeeding years for Inflation.

During past legislative sessions the APUC has proposed bills requesting a .55%
charge on gross revenues on all regulated utilities and a .14% gross revenue
charge for all utilities exempt from their jurisdiction. IT such a bill were
to pass 1t would result 1n an Immediate extra cost to the utilities of
approximately $725,000 per year based on 1987 gross revenues, 1Ff regulated.

97 .



SUMMARY OF ECONOMIC EFFECTS
Page

Private Sector Economic Effects:

The private sector effects of regulation by MuniciDal commissions

would be a reduction in utility operating cost which may alter the
timing of rate increases.

If further explanation 1s necessary”, separate page may be attached.
C=g&dat&idbfe: Fred Tral;er

Telephone: JTV3. -Vy£ ,
(Name, Title)

Valldated by OMB: Date:
Approved by : Date:

Oirector, Preparing Agency
Concurred by : Date:

Director, Affected Agency:
Approved by: D>te.

Executive Manager
Farr



UTILITY COMMISSION EXPENSE DETAIL

AN

26 Regular meetings 0 $210 $ 5,460
28 Special meetings for rates, tariffs,& budget 0 $280 7,840
16 Hearings for rates and tariffs 0 $700 11,200
12 Hearings for complaints 0 $700 8,400
Supplies 1,000
Court Reporter for 54 meetings 0 $300 16,200
Advertising for 54 meetings 0 $200 101800
Rental space for 16 hearings 0 $100 1,600
$62,500

ATU
24 Regular meetings 0 $210 $ 5,040
10 Special meetings 0 $280 2,800
4 Hearings for rates & tariffs 0 $700 2,800
2 Hearings for complaints 0 $700 1,400
Supplies 1,000
Court Reporter for 30 meetings 0 $300 9,000
Advertising for 30 meetings 0 $200 6,000
Rental space for 6 hearings 0 $100 600
$28,640

SWS
12 Regular meetings 0 $350 $ 4,200
2 Special meetings 0 $280 560
3 Hearings for budget & rates 0 $700 2,100
Supplies 500
Court Reporter for 15 meetings 0 $300 4,500
Advertising for 15 meetings 0 $200 3,000
$14,860

ML&P
12 Regular meetings 03$210 $2,520
6 Special meetings 0$280 1,680
2 Hearings for rates0 $700 1,400
6 Complaint hearings0 $700 4,200
Supplies 500
Court Reporter for 20 meetings 0 $300 6,000
Advertising for 20 meetings 0 $200 4,000
$20,300

JP11/FT3



MUNICIPALITY OF ANCHORAGE

Proposed B ill to Exempt MOA From Economic Regulation

by Alaska Public Utilities Commission
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SUMMARY

Current statutes allow municipal public utilities to be exempt from

economic reqgulation by the APUC. "Due to the border disFute between

ML&P and CEA the utilities of MOA were sub&ect to regulation. The

border dispute and competition hetween ML&P and CEA has been resolved
and there is no need for economic regulation by APUC. The current
statute does not make it clear as to how the municipal public utili-
ties become exempt.

The proposed b ill would allow municipal public utilities to be exempt
from APUC regulation unless the Municipality allowed a utility to be

regulated.
o Noeffect on rural electric association's or investor owned
utilities.
o Legislative audit found in Februarg 1989 that municipal public
utilities should not be regulated by the APUC.

o Anchorage's municiJ)aI public utilities are the only ones in the
state now regulated.

° APUC regulation would still exist for service areas, joint use
and interconnection.

o The MDA has an ordinance and rules of procedure to self-requlate
its municipal public utilities that involves the public and
exceeds the level of AFUC/public review.

o Mditional regulation above the Administration and the Assembly
Is unnecessary.

° Asignificant cost savings for the state and the Municipality
would be achieved.



TITLE; Municipal U tility 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 exempt 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 U tilities Commission unless they choose to be requlated or direct com-
petition is found to exist between a municipally-owned public utility and
another public utility. [f direct competition is found to exist, AS 42.05.711
directs that all of the mummﬁall%-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 whospecifically choose to be regulated.

1. The Municipal Light and Power Department/Chu?ach Electric Association boun-
daryldlapute, Which precipitated the onset of AS 42.05.711, has been
resolved.

2. Whether or not a municipal public utility is subéect to economic regulation
by the APUC, the APUC retains ‘urlsdllgtllon per AS 42.05.221, over such nat-
ters as wasteful duplication of facilities where direct coirpetition within
the same service area occurs (Sas was the case hefore the ML&P/Chugach

Electric boundary settlement dispute).

3. Concerns over the potential for cross-subsidization between municipally-
owned utilities are unnecessary because éa) 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, (c) the public and its consumer representatives have the right to
partlcw)ate in the ratemaking process under economic self-regulation, and
éd) all rate decisions are eligible for judicial review in the Alaska Court

ystem,

Alegislative Eriority_ is to remove the "direct competition” exception from the
statute, thereby allowing Anchorage, absent its consent, to regulate the rates
of its utilities and allow for adequate rates of return for its respective util-

ities.
STAFF OCNTACT: W ill Gay, Acting Executive Manager,
Enterprise Activities, 343-4906

12/13/89



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-requlation."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Article 10. General Provisions.

Section Section:

711. Exemptions 7120. 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 - 42.05.281 and 42.05.385. However,

(1) the governing body of a political subdivision may elect to be subject to

this chapter™ [; AND]
[(2) A UTILITY OR ELECTRIC OPERATING ENTITY THAT IS OWNED AND OPERATED BY A

no ra



Page 2

POLITICAL SUBDIVISION AND THAT DIRECTLY COMPETES WITH ANOTHER UTILITY OR

E. ECTRIC OPERATING ENTITY IS SUBJECT TO THIS CHAPTER AND ANY OTHER UTILITY OR
ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE POLITICAL SUBDIVISION IS
AT'0 SUBJECT TO THIS CHAPTER|]

(c) 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 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 commission
for regulation,

(f) 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.

() Autility, other than a telephone or electric utility, that does not
gross $10o0,000 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.

(h) Acooperative 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.

(1) Autility which furnished collection and disposal service of garbage,

refuse, trash, or other waste material and has annual gross revenues of $200,000



Page 3

or less is exempt 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 gross 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 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 exempt 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,

(k) 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 commission for regulation.

(L) 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. (8 e ch 113 SLA 1970; am § 3 ch 76 SLA 1973,
am § s ch 83 SLA 1980; am 88 7 - 9d 136 SLA 1980; am § 89 ch 59 SLA 1982; am § 1
ch 30 SLA 1983; am § es ch 74 SLA 1985; am § 1 ch 80 SLA 1985; am § 2 ch 107 SLA

1986).



O ffered:
Referred

Original sponsors

IN THE BOUSE
BOUSE 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:

;H E)éi?gplﬁllgr}?on ballot ;%9 theofIrrt]Ittliotrl]eS

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 - 42.05.281 and 42.05.385. However,

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

[(2) A UTILITY OR ELECTRIC OPERATING ENTITY THAT IS OWNED AND OPERATED BY A
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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 OVNED AND OPERATED BY THE POLITICAL SUBDIVISION IS
ALSO SUBJECT TO THIS CHAPTER. ]

(c) 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 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 commission
for regulation.

(f) 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 the procedure described in
AS 42.05.712.

(h) A cooperative organized under AS 10.25 may elect to be exeirpt 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.

(1) Autility 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 exempt 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 gross 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 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 exempt 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.

(k) 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 commission for regulation.

(1) 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. (§ 6 ch 113 SLA 1970; am 3 3 ch 76 SLA 1973;
am § 8 ch 83 SLA 1980; am 8§ 7 - 9d 136 SLA 1980; am § 89 ch 59 SLA 1982; am § I
ch 30 SLA 1983; am § 68 ch 74 SLA 1985; am § 1 ch 80 SLA 1985; am § 2 ch i07 SLA

1986).
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PART VI
UTILITIES AND ENVIRONMENT

A, UTILITY REGULATION

1. Alaska Public Utilities Commission; The League supPorts the current
statutory exemptions that allow mumuPaI tilities to operate In the best interest
of the consumer public without regufation by the APUC,

2 Ac m(?mon_:_ In order to eliminate service area conflicts. between
municipalities and utilities, the League, supports legislation tha$ [which| would
allow municipalities to acquire_the facilities of a utility under specific terms that
would fairly compensate the utility.

.3 Utility Relocation Costs: The League opposes any effort to shift to
mumugahnes the cost of utility relocations associated with municipal public works

projects,
[4. APEC Role In Water Quality Standards] (moved to Part VI, D.1)

. 4. Derequlation of Soligd Waste: The Leaoug supports statufory changes
to eliminate APUg requlation ofj solid woste co?lecnon gr?tf disposal. Y Cang

Solid Waste collection and tranS{)ort are essentially freight hauling issues and there is
no need for APUC regulation. If regulation is needed, local government can- fucus on
the needs ata local level. AS.29.35,060b should be repealed to make this deregulation

complete and effective.

5. Waste Disposal Sites:. The League encourages the State to hold
local r?a ublic heT”b gs concerning waste ‘disposal sites and their locations,
(moved from Part IV, .Gr}

B. FUNDING. ASSISTANCE FOR UTILITIES

1. . Construction Grant Pro%ram: The League strongly endorses the
concept of the State's paying at least 50 percent of the cost of ‘sewage systems,

45
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A PERFORMANCE REPORT ON THE
DEPARTMENT OF COMMERCE 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

Deé)uty Commissioner, Department of
ommerce and Economic Development Jeffrey W. Bush

Members of the o
Alaska Public Utilities Commission

Chairperson Susan M. Knowles

Member Carolyn S. Guess

Member Peter Sokolov

Member Louis E. Agl

Member Kathleen L. Whiteaker
OTAY* or ALASKA oivimkn uasisLATtva aukit
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audit division
f*0 box w

THE LEG'SLATURE JUNEAU. ALASKA 99611-3300

8U0QIT ANO AUQIr COHUITTIt
February 21, 1989

Members cf che Legislacive Budgec
and Audic Committee:

In accordance wich che provisions of Tielas 24 and 44 of che

Alaska Scacuces, che accached reporc is submitted for your
review.

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

February 14, 1989

Audic Concrol Number
08-1354-89-R

The objeccives of chis audic were co examine the activtciss
of chc Alaska Public Ucilicies Commission Co determine if
chcre is a demonscraced public need for its concinued
exiscence and if che commission has been operacing in an
efficienc and effeccive manner,

The audic was conducced in accordance wich generally accepc-
ed governmental performance auditing standards. Audit scope
and mechodology are discussed in che Reporc Objeccives,
Scope, and ethodology saccion of chis report.  Audic
reaulti may be found in che Reporc Conclusions, Findings and
R#co«endation«, and in the Analysis or Public Need seccions
of thia report.

Randy Y. Welker, CPA
Legislative Auditor .
Division of Legislative Audic
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Ve. believe that cable television may be « natural mono-
poly in che small and medium-sized towns, as such
cheat may be candidates for economic regulation!
However, che cose of regiulatlon may outweigh the
benefits for these small markets. =~ The economic
regulation that is available is also limited to basic
services, as the federal Cable Communications Policy
Act of 1984 prohibits price regulation of che premium
packages. In the largest cities, the ~competitive
environment indicates chat there is not a natural
monopoly present for cable television, thus certifi-
cation and economic regulation is inappropriate.

Tha federal Cable Act was designed to promote che
expansion of cable television sYstems by promoting
local franchising and limiting rate regulation. This
law would not allow any rate regulation in Anchorage or
Fairbanks but would allov basic service rates to be
regulated in other areas such as Juneau or Homer. It
does, however, appear to allov us control over the
ossible competitive side effect of duplicate cabling.

statute ve could require the segregation of cable
distribution companies and these could be fully reqgu-
lated. ~The cable programming could then be opened to
competition.

In summary, rsgardless as to whether or not cable
television is viewed as essential, we recommended chac
che present certification requirement be deleted from
che statute. To the extent that chis service is deemed
essential, municipal franchising or certification and
regulation of distribution-only companias should be
considered.

Ve also must point out a potantial liability to che
State wunder the Cable Act if this recommendation is
implemented. The Cable Act outlines specific criteria
which must be shown co den?/ a franchise and the pro-
posed statute amendment would categorically retract che
certificates (franchise) without this shoving.  How-
ever, the Attorney General's Office indicated to us
that che State would prevail in court. We recommend
Chet e formal opinion on chis potential liability be
obtained from che Attorney General before chis statute
le amended.

Alaska Statute 42.05 should be amended to exempt the
smaller uellicles from economic regulation.

Electric, telephone, gas, water, and sever utilities
have traditionally been considered essential services
and are often natural monopolies. Nevertheless, we
should refrain from economic regulation if its cost

«Trtc «UI1IM '11' mrUtaiM Jinv| *u*rr
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exceeds che benefits. However, this information IS not
available nor can it ba reasonably generated. "Cost"
would ineluda incnmsntal APUC and wutility tiaa and
materials aa wall aa tha effect of project delays on
long-term rates; this component of the equation could
be studied and estimated. The "benefits'* of regulation
include a financially stable wutility providing con-
sistent service uniformly to customers who are assured
of equitable rates and services now and in the future;
chis cannot be quantified.

Nevertheless, in consideration of che State's dwindling
resources and the opublic's disenchantment with the
proliferation of state government, we believe that it
Is appropriate for us ‘to presume that the cost of
regulation presently exceeds its benefits for many
smaller utilities and chat che gross revenue exemption
levels provided in the statutes should be raised.

Alaska Statute 42.05.711 exempts electric and telephone
utilities with gross revenues under $50,000 from
certification and economic regulation. It also allows
a utility's consumers to elect economic deregulation
for cooperatives, electric or telephone utilities vith
less chan $325,000 in annual gross revenues, and for
any utility which does not gross $100,000 annually. We
propose that an across-the-board gross revenue-based
exemption from economic regulation be established.
Three options are presented in che foIIowin? cable. It
was prepared based upon APUC's FY 88 Annual Report and
represents all utilities that are curren_tlg economi-
cally regulated with the exclusion of che industries ve
have recommended for categorical deregulation.

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

Under $500.000 Under $750,000 Under $1fGQQ,,0MN

Type Util. Customers util. Customers Util. Customers
Electric 0 819 15 1,990 18> 2,691
Telephone -U- -0- 1 343 : 863
G -0- -0-  -0- -0- 1 908
W ater 22 3,715 22 3,715 22 3,715
Sever _ 2 15 3 _182 J. 382
Percent ®40.52 101 h || 5481 R

The above percent calculations represent che reduction
in the ~coverage of economic regulation under each
revenue scenarto; however, ve caution the Inference
from che table that APUC's workload would decrease

IT>Tlor >L4M« “12- BivitteN Uaiiunviawht
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proportionate to tha decreaseintha number of
utilities. ~ Whila thara certainly ahould ba soma
relationship, tha corralssion haa no tiaa ihaac data
vV eliable to correlate thaaa factora.

In doncert with an amandaant to cxaapt thaaa soallar
gtllltldaa, tha following araaa ahould alao ba ad-
raasad:

1. Tha paticion provision which allows cuatomars co
raquasc aconooic ragulation of exempted utilitias
should ba amended.  Alaska Stacuta 42.05.711
prasandy raquiras 251 of an exempted utility's

subscribars co sign tha paticion. Wa baliava that

this 1is much coo graat an obatacla co ovarcoma and
recommand chac an  alactionba callad if APUC
racaivaa. a paticion demonstrating significant
consumer Interase.For example, the petition
requirement could be sec at the leaaer of 52 or
500 customers.

2. This proposed gross revenue exemption statute
should not cake affect for 6 months to allov
utility cuatomars who wish to retain regulation to
do so without interruption.

3. The results of past deregulation elections ahould
ba honored, chus not requiring a new voce on
failed deregulation elections.

4. Tha customers who continue the benefits of APUC's
economic regulatory oversight should be axpaccad
It\lo ley for chis service (See Recommendation
0. :

Alaska Statute 42.05 ahould be amended to cease man-
Hatory economic regulation of certain utilitias owned
by policies! subdivisions.

Alaska Statute 42.05.711(b) generally exempts utilicies
owned by political subdivisions from economic ragula-
tion, unless they so elect. However, it also provides
thAfi if any of a subdivision's wutilities directly
competes with any other certificated utility then all
the subdivision s utilities shall be economically
regulated. We ﬁresume the intent of this provision was
to eliminate the wasting of resources from facility
duplication resulting from che then ongoing electric
service area dispute as well as preventing the cross-
subsidization of rates which mi?.ht accompany such a
dispute. The only utilities falling wunder this pro-
vision, at present, are owned by the Municipality of
Anchorage.

rr*r« or AUAOMA -]_3 OIVittOM or UOtOtAnva AtMHT
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Tha Anchorage service area diapuce haa been resolved
and tha present day comlpetltllon_ la in the form of
economy energy sales of electricity and perhaps tele-
phone cewmunication systems. This type of competition
does not,encourage the massive facility duplication or
the cross-subsidization of rates that a service area
dispute might. Service area concerns can be adequately
addressed through the certification process without
economic regulation.

In conjunction with an amendment to delete this man-
datory economic regulation, the following areas should
also Dbe addressed:

1. The utilities previously regulated by APUC due to
competition should ¢ -ttinue to be so regulated
unless rejected by the governing body.

2. A go_vernin? body should be allowed to withdraw a
previous election.

3. The consumers who, through their local government,
have chosen to continue the benefits of APUC's
economic regulatory oversight should bhe expected
to pay for this service. Specifically, the
Municipality of Anchorage Assembly should decide
whether their utilities should he regulated
locally or by APUC. If they choose to "hire" APUC
to perform this regulatory function in their
behalf, citizens from all across che State should
not be forced to pay for chac service wich General
Funds (See Recommendation No. 2).

Recommendation No. 2

Alaska Statute and Alaaka Statute 42.06 should be
amended""to more fully allocate the costs of regulation.

APUC is currently being funded primarily by General Funds
wich a program receipts supplement from partial direct
allocation# "of cose. ~ The statutes re(iuwe che cost of
investigation* and hearings to be allocated among che
parties, mcludmg che cotnission, as is just wunder che
circumstances ¢ The commission has traditionally noe allo-
cated costs to itself and has allocated only the hired
consultant fees, attorney general services, and ocher
Incremental out-of-pocket costs. In a 1988 dacision, che
Alaska Suprema Court interpreted che present statutes _on
cost allocations to disallow attorney general services. Tha
court also remanded che case back to che commission co
dgterrglne what portion of the cost allocation they should
absorb.

*UW » -14- siwiMAfi ar uxcitutnvs
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Buie fairness prescribes that only the consumers who
benefit from tht regulatory services provided by APUC should
pay cha cote of ¢this service. This is eha "user fee"
conceit of funding. A funding maehod should also ba de-
signed to allov rasponsiva adjustmancs to ba mada in tha
laval of*ragulation as dasirad by consuaars. With thasa
criteria in mind, va hava briafly comenced on thraa pradom-
inaca altamativas.

To cha extent of its ganaral funding, any approach fails co
equitably match cha r_egulator% cose co cha consumers who
banafie.” General fundlngS may be vieved as a payment by all
citizens all across cha Scats, while cha banafic may accrue
primarily to consumers in Anchorage. Tha utilitias owned b
cha Municipality of Anchorage hava contributed greatly to
the commission's workload, yat a signif cant portron of the
toeal cost of the proceedings is paid out of General Funds.

General funding is also lass rasponsiva to appropriate

regulatory levelsi in fact, it probably wastes soma of the
State's dwmdlmg resources. Given chat chare is aregula-
tory cost/banaflt break-even point and that certain consua-
ars ara given cha opportunity to elect full economic ragula-

tion, ganaral funding will Tikely ba parcaivad as parment by
"someone else" with tha result that ragulation will alwaya
ba extended past chis braak-avan point. Thus, government 1s
providing an unnecessary service.

Funding of APUC through a gross receipts tax Isvisd against
cha wutilities and pipelines thst 1s passed through co
consumers could provide a reasonable matching of costs co
banaficiaries. his assumes tax ratas ware established by
utility size, by industry, and by Jlaval of ragulation.
However, there would always ba inequities.

This tax approach would be rasponsiva to regulatory nctds
only to tha axtanc that tha matching is accurate. However,
taxation has traditionally focused on ability co bear rather
than resource utilization and, thus, such a funding approach
may not ba rasponsiva. For example, if a tax was designed
which levied 100Z of tha commission's costs against the
pipeline companies and none to cha utilities, this approach
would do nothing to reduce unnecessary regulation of che

utilities.

Full and diract allocation of cha commission's costs pro-
vides cha most accuracs and defensible matching among cha
three alternatives. As such, it would not only ba an
effective method in eliminatin unwarranted government
regulation but it could also make che regulatory process
more efficient by -encouraging adaquace and appropriate

filings.

To administer this full aIIocati?

, B . program wuuld require
time sheets for commission Sti

N
f and attorney general

*uha -15- a? kisie Anvit

- 17 -



ssrvicss, ind cha use of account codes co share docket
proceeding coats among che parties and co allov recovery of
general overhead. The administrative cost of this program
should be leaa than with che tax approach but, of course
greater than vith che General Fund design. These costs
could potentially be offset by increased staff efficiency
through time sheet accountability. We believe the benefits
of a full-cost allocation program would far outweigh a
slightly higher administrative cost.

Based upon che above, we recommend that the statutes be
amended co establish a full-cost allocation funding approach
for APUC. In conjunction wich thia shift coward program
receipts funding, AS 42.05.651 and AS 42.06.610 should be
amended, as follows:

1. These statutes should be amended to specify Ghat all
coses of the commission may he allocated.

2. Alaska Statute 42.05.651 should be changed to require
interim allocation, rather than awaiting completion of
a proceeding; The comnission has estimated their
unbilled wutility allocations at $1.6 million with an
average age of 3.0 years. We note that the related
pipeline statute, at AS 42.06.610, already requires
Interim billings. However, APUC does not appear to be
in compliance, with their estimated unbille pl&elme
allocations at $2.1 million wich an average CU 4.7
ears. Further, APUC should amend their regulation at
~AAC 48.157 which provides for cost allocations after
pipeline hearings rather chan on che required interim
0asis.

3. These statukes presently require allocation to the
parties of roceeding including the commission', these
should be modified to exclude the commission. However,
the provisions allowing cKe commission to allocate
among the parties as is reasonable and just should be
retained, thus the comission may occasionall> absorb
some cests indirectly and have a need for minimal
General Fund monies.

4. For aeonoaically regulated companies, on a case-hy-ctse
basis, the commission should be allowed to determine
v#athar ehe costs being allocacad are to be passed
throu

rough to the consumers.
Rscotaaandation No. 3

APUC should dsvslop a topical reference system for commis-
sion orders and court decisions.

The commission is a quasi-judicial agency which Issues
decisions bassd upon finding of fact and conclusions of law.

STATS  ALASKA -16- UKitLATive Abxar
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Juneau, Alaska 99811-3300

Rs. Rasponsa to Praliainary Audit Raport
Daar Mr. Walker:

Tha following is tha rasponsa of tha Coaailaaion to tha praliai—
nary audit raport and racoamandations submitted hy tha Division
of Legislative Audit on February 14, 1989, as a rasult of its
parforaanca raviaw of tha Coaaiaaion.

Tha Coaaiaaion concurs vith tha fundaasntal conclusion of tha
raport that tha

Alaska Public Utilitias Commission is operating in an
afflciant and affactiva manner and should continue to
regulate public utilitias and pipalinas. (Page 5.)

Tha cosaission doas not agree vith all of tha stateaenta of reg—
ulatory theory and philosophy in the praliainary audit raport but
has focused its coaaants on tha actual racosaendations.



Recoamendatiea So. 1i&

Alaska Statute 42.03 ahould bo amended to eeaee certification and
racmlatlon of companies furnishing collection and disposal ser—
vice of garbage. refuse. trash, or other waata material.

The cosoLisaion support* this racoaaandation as it did tha identi—
cal racoaaandation made in tha 1979 and 1985 Sunset Audita. The
auditor™s statement that tha public health and sanitation aspects
of this service ara monitored by local governments and the De—
partment of Environmental Conservation addresses the coaailaaion®"s
previous reservation on deregulation.

Recommendation Vo. 1is

Alaska Statute 42.05 should be amended to cease certification and
regulation of radio common carriers.

The Commission concurs vith this recommendation based on the
character of radio common carrier (RCC) services and the current
regulatory status of RCCs operating in the state. Hovavar, as
noted in the Commission™s response to the same recommendation in
the 1985 Sunset Audit, future developments in the telecommunica—
tions industry may require reimposition of RCC regulation at some

later time.

The Commission also believes that its authority to partially or
fully deregulate a particular utility industry in response to
current circumstances is a desirable and appropriate supplement
to the legislative action advocated by the auditor. Accordingly,
the Commission 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.



Alaska ttatu~“ta 42.05 ahould bo aaandad to caaaa cartlflcstirm »#
cabla talavlaion.

Tha commission concurs with this racoaaandation vith aoaa
qualifications, as it did vith tha saaa racoaaandation in tha
1S85 Sunsat Audit. Tha racoaaandation apprepriataly aliainatsa
tha anoaaly in tha currant ragulatory schaaa for cabla talavision
(CATV) sarvica vharaby CATV providara hold monopoly cartificatas
but ara aconoaically daragulatsd. Hovavar, tha Coaaitaaion would
ancouraga tha Lagialatura to uaa ita lagal and raaaarch staffs to
ahaaina tha iaplicationa of tha following on full CATV daragula--
tion: (1) tha Cabla Coaaunicationa Policy Act of 1914, (2) tha
Fadaral Coaaunicationa Coaaiaaionla racant initiativaa to aliai-
nata tha aviating ban on croas-ovnarahip of CATV and talaphona
coapaniaa, (3) tha availability and atatua of local govarnaant
ovarsight, (4) sharad usa of rights-of-vay, (5) coaaunity accaaa
and institutional network uaa of CATV syataaa, and («) disposi—
tion of cartificatas hald by axisting CATV providara. in any
evant, aa notad in rasponsa to tha 1983 Sunsat Audit rocoaaanda-
tion, CATV csrtification ia not a larga alaaant of tha Coaaia-

cion®"s workload.
Racoaaandatioa Ha. 10

Al..X*m m . 42.03 should ba aaandad to axanpt amallar utili—
ties froai aeonoric ragulation.

Tha Coaailaaion oppoaaa thia racoaaandation bacausa it diaagraaa
vith tha auditor®s unsupporttd praauaption that tha cost of
economic ragulation praaantly axcaodo its banafita for smllar
utilitiaa. Rathar, tha Coaaiaaion concludas from its axparianca

- 21 -



that regulation of small utilitit* ia t* the cort of it* publio
protection function, empecialiy givtn tht geographic and da-
mographic characteristics of Alaska. The Commission al*o
believe* that th* burdtn and co*t of rtgrulation on smaller utili-
tit* can and ahould ba raducad administratively, and it ia eur-
rantly addraaaing this iaaua.

As tha auditor points out, it is extremely difficult to quantify
tha coat of ragulation, both to tha ragulatad and to tha regula—
tor. At tha seas tiaa, it is relatively easy to inflate or de—
flate cost figures to support a given predisposition for or
against ragulation. Regardless of amount, costs are relatively
meaningless unless they are compared to benefits.

The cosmission agrees vith the auditor that the primary benefits
of ragulation ara a financially stable utility which provides
reliable, safe service to all customers at reasonable, non-
discriminatory rates. With the exception of 22 water companies,
the utilities affected by this recommendation are providing ser—
vice in rural Alaska and are predominantly electric utilities.

It has been the Commission % experience that the need for regula—
tion and the potential benefits provided by regulation are fre—
quently greater for smaller utilities than for larger utilities
for many reasons, including, the logistical challenge of operat—
ing in remote locations; inexperienced personnel; unsafe facili—
ties as a result of non-compliance vith the National Electric
Safety Cods; leek of familiarity vith utility management, main—
tenance, and accounting procedures; discriminatory actions by
utility management; failure to request rate increases when
needed; and procurement of wrong equipment. In addition, it can
be argued that the consumers in rural Alaska are even more cap—
tive than those in the urban araae, and, therefore, are particu—
larly dependent on a high level of protection.



Although tha reduction in workload would ha approximately enw 1Tl
aurato with tha lose of Coaaiaaion ataff over tha paat thraa
yaara iIf thif racoaaandation ware anacted, and froa that stand-
point may ba appealing, tha Coaaitaaion doaa not baliava that tha
public intaraat would ba aarvad by vhelaaala deregulation of
utilitiaa aerving perhapa the moat (or one of the more) vul-—
nerable eagaent(a) of the ratepaying public.

The Coaataaion believea that the eoncarn about the coat of reg—
ulation that haa been voiced by tha auditor aa wall aa othara,
for tha aoat part, 1ia directad at tha expanae (both in tiaa and
dollara) aaaociated vith regulatory requirements whan a utility
desires or neada to change ita rates. Tha Coaaiaaion haa recog—
nized for aoae tiae that tha regulatory scheme that axiata and
haa been applied to both large and small utilities ahould be ex—
amined. To that end, on February 3, 1919, tha Commiaaion hau
issued a Notice of Inquiry. The purpose of tha Inquiry ia to
receive information which would assist tha Commiaaion in propos—
ing regulations to simplify rata and other regulatory proceedings
for smaller utilities.. A copy of thia order is attachad. (Sao

Appendix A.)

In summary, tha Commiaaion balievaa that tha i1aaua of tha coat of
ragulation as it relates to tha amaller-aized utilities can be
eubetantially mitigated through edminietrative proceduree rather
than legislation vhieh would oliminate tha important public pro—
tection function today provided by economic regulation.

However, 1if tha Legislature balievaa public policy 1ia batter
served by deregulating smaller utilitiaa, tha commiaaion would
propose, aa it did in reaponaa to tha 1915 Sunset Audit, tha fol—
lowing amendment to \S 42.05.711 to expand tha deregulation elec—
tion procaaa found in AS 42.05.712 which would replace tha provi—

sion! of AS 42.05.711(a), (f), (g), and (i):



All utilitiee which hr. 3 gross revenues of $500,000
or lass aay elect to be exempt fro* ths provisions of
AS 43.03, other than AS 42.0S.221-42.05,211, undsr
the procedures described in AS 42.05.712.

This approach conforms vith tha Cosaission®s position that reg—
ulation for utilities that heretofore have been regulated should

be continued unless the people aost affected, the consumers, vote
to become deregulated.

The Cosaission also concurs vith the auditor™s suggestion that
consideration be given to reducing the number of customers re—
quired to petition for regulation under AS 42.05.711.

Asooameadatioa Xo. IS

Alaska Statute 42.05 should be amended to cease mandatory
economic regulation of certain utilities owned by political
subdivisions.

The Commission supports the philosophy underlying this recommen—
dation. However, the Commission does not believe that elimina—
tion of AS 42.05.711(b)(2) 1is necessary to achieve the auditor®s
objective and has proposed an alternative legislative approach
and language.

It is reasonable that if regulation ia alactad at ona time by a
governing body es currently provided under AS 42.05.711(b)(1),
then a future governing body should have similar authority to
vota to revoke that elaction. IT such revocation 1is exsrcised,
it is prasumad that tha public protection function provided by
the Commission will be aseumed by the governing body of the



political subdivision, thus giving affected coneuaers a forum and
recourse for coneami and complaints.

Tha Coaaitaaion recognises that thia racommendation preeently af—
fects only tha Municipality of Anehoraga. Zt 1ia partinant to
conaidaration of thia racoaaandation that, at tha praaant tiaa,
thara ara a number of outatanding iaauaa bafora, and outatanding
raquiraaanta by, tha Coaaiaaion for tha Anehoraga »fatar and
Waatavitar Utility (aawer), tha Anehoraga Talaphona Utility, and
tha Anehoraga Municipal Light and Povar Department.l zt ia rea—
sonable to aaauaa that tha Anehoraga Aaaaably would taka into
conaidaration tha atatua and raaults of procaadinga bafora tha
Coaailaaion at aueh tiaa aa it conaidara any daciaion to and
economic ragulation by tha Coaaiaaion.

1Docket u-17-47 1ia an invaatigation into tha ganaral aanaga-
aant praetieae of Anehoraga®a aavar utility. Zn Dockata U-I1l-n
and U-17-C1 tha Anchorage Talaphona Utility i1a bafora tha Commis—
sion requesting a 54.0% rata increase and responding to an in—
vaatigation into tha ganaral and financial management practices
of tha utility. Commission decisions ara currently pending in
these aavar and talaphona cases. At tha praaant time, tha
Municipal Light and Povar Department ia required to provide an
equity management plan and obtain Commiaaion approval bafora fur—
ther debt refunding is issued because of ita poor financial

condition.



Rather then eliainating AS 42.05.711(b)(2), at tha auditor ip-
paara to suggest,"AS 42.05.711(b) ahould ba expanded to provida
for daragulation of a aunieipal antity if itt governing body to
elects, onca competition no longer exists batvaan it and other
utilitiaa. and to allov tha governing body of a political aub-
diviaion to revoke a pravioua alaction. Tha Coaaiaaion balievaa
it ia daairabla to continua a protective aechanisa for ragulatad
utilitiaa in tha avant a future situation ariaaa involving con-
patition vith a aunicipal utility. Proposed language ia at—
tached. (Saa Appendix 8.)

Racoaaandation *0. 2

Alaska Statute 42.05 and 42.06 ahould ba aaandad to nora fully
allocata tha coats of regulation.

Tha cosniaaion concurs 1in part, and oppoaaa in part, this rtcoa-
nandation. Tha Coaailaaion agrees vith tha auditor®s suggestion
that, in light of tha currant economic cliaata aa vail as a re—
cent court daciaion, discussion ahould ba focuaad on tha ap-
propriata nathod to fund this agancy. Clearly, tha tiaa 1is ripe
to evaluate funding options; hovcvar, tha Coaaiseion diaagraaa
vith tha method of funding advocated by tha auditor. Ragardlass
of tha outcome of tha broader funding discussion, tha Cosaission
concurs that”AA 42.03.451(a) should ba aaandad to allov intaria
tllocations Staring a proceeding and to exclude the Cosaission
frcs bearing any coats of a hearing or investigation.






HOUSE COMMITTEE REPORT

Q)
Date Referred: April 3, 1990 FURTHER REFERRALS:
FINANCE
Date of Committee Action:
The LABOR & COMMERCE Committee considered: HB 551

HOUSE BILL NO. 551 APPROP: TOURISM PROGRAMS

"An Act making appropriations to the Department of Commerce and
Economic Development, division of tourism and Alaska Tourism Marketing
Council, for operating expenses and tourism marketing programs? and
providing for an effective date."

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

1 have attached amendment(s)

A do pass
do not pass
no recommendation

individual recommendations

] additional referral to the Committee
ADOPTS: letter of intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
[ 1 fiscal impact [ 1 fiscal note(s)
[ 1 zero fiscal note [ ] zero fiscal note(s)
[ 1 zero with analysis [ ] zero fn/analysis
X/
SIGNING SIGNING: <&
/ X
fAtLAA.
By»vuGkA/

Chairman®s Signature
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MEMORANDUM

T0: REPRESENTATIVE DAVE DONLEY
LABOR AND COMMERCE COMMITTEE

FROM: Representative Jim Zawack

DATE: April 3, 1990

RE: House Bill 551

I would like to respectfully request that the House Labor and
Commerce Committee hold a hearing on House Bill 551 at the
earliest convenience of the Chair.

Thank you.
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MEMORANDUM

TO: REPRESENTATIVE DAVE DONLEY
LABOR AND COMMERCE COMMITTEE

FROM: Representative Jim Zawacki
DATE: April 3, 1990

RE: House Bill 551, An act making appropriations for
tourism operating expenses and marketing programs

HB551 will elevate tourism to a top priority position in the
budget process of the state of Alaska and will establish a
mechanism to properly fund vital tourism programs.

I introduced HB551 because | strongly believe that investment
in tourism programs and the promotion of Alaska as a vacation
and adventure destination is our strongest and most attractive
economic development tool and will aid in the diversification
of Alaska®"s economy.

Over the years, funding for tourism marketing programs has
been eroded due to the expansion of existing programs and the
initiation of new programs, which in turn increased the
demands on funding. At this time increased funding 1is
imperative, as well as established commitment by the
Legislature to support and guarantee funding for tourism

marketing.

I believe it is time for the Legislature to show their
commitment to economic diversification and to environmentally
sound development by establishing a special tourism funding
mechanism.

By separating all areas of funding for tourism marketing from
the general budget and delineating specific levels of funding,
the state can attain support and commitment from all tourism
interests and entities and increase Alaska®"s marketability
worldwide.

I would appreciate your support for HB551.
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TOURISM/ATMC FY91
Budget Categories

Research/Feasibility Studies

Grants

APLIC Center

Highway tourism program

Fi.Ilm/trade shows

Inquiry

Administration/office Expenses
International tourism marketing program
Administrative/office expenses (ATMC)
Domestic tourism marketing program

Winter tourism marketing program

TOTAL:

$ 400,000
400,000
150,000
550,000
150,000
100,000
1,100,000
3,000,000
300,000

12,000,000

350,D00

$18,500,000



Tourism/ATMC FY 90
Budget Categories

Research/feasibilit/Studies' (5.6 Inauiry (09%
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Highy/a/s (I .8%)

Admin/Office Expenses (11.0%)
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Iniemaiional Mg, (984

Film Prxgvam/Trode Shows (1.2%) Domeskc/canada. MKt (h4.8%)
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Utermohle

A/2/90
Funding Information: General Fund $18,500,000
Other Funds -0-
$18,500,000

Original sponsor(s): REP. ZAWACKI, Collins, C.Davis, Hanley, Killer,

Taylor
IN THE HOUSE
CS FOR HOUSE BILL NO. 551 (T o O T S . )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making appropriations to the Department of

Commerce and Economic Development, division of tour—
ism and Alaska Tourism Marketing Council, for operat-—
ing expenses and tourism marketing programs; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The following amounts are appropriated from the general
fund to the Department of Commerce and Economic Development, division of

tourism, for the purposes listed for the fiscal year ending June 30, 1991:

PURPOSE APPROPRIATION
Administrative and office expenses $ 1,100,000
International tourism marketing program 3,000,000\ i,030
Highway tourism marketing progranm 550,000
Research and feasibility studies 400,000
Grants 400,000
Alaska Public Lands Information Center 150,000
Fi"lm promotion and trade show participation 150,000
Response to information requests 100,000

* Sec. 2. The following amounts are appropriated from the general fund
to the Department of Commerce and Economic Development, Alaska Tourism
Marketing Council, for the purposes listed for the fiscal year ending
June 30, 1991:

PURPOSE APPROPRIATION

Administrative and office expenses $ 300,000

-1- CSHB 551( )



