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I

ANALYSIS - FISCAL N O TE FO R  CSSB 549 (C&RA)

CSHB 549 (C&RA) elim inates th e  "catch-all" provision in  cu rren t s ta tu te  w hich 
req u ires th e  economic regulation  of a ll u tilities  ow ned by a political subdivision 
if  only one of th em  is found to be in  d irect com petition w ith  ano th er u tility . The 
bill serves to  deregu la te  noncom peting u tilities. The CS leaves A nchorage 
Telephone U tility  an d  M unicipal L ight & Pow er Com pany (ML&P) fully 
ju risd ic tio n a l bu t h a s  th e  effect of deregu lating  A nchorage W aste and W aste 
W ater U tility .

T his fiscal note assum es th e  elim ination of .5 U tility  F inancial A nalyst (Range 
19A, $27.2) an d  .5 C onsum er Protection and Inform ation  Officer (Range 14A, 
$19.9).

G386D-2/041790d Page 2 of 2
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Original sponsor(s): HEP. ZAWACKI, Coll ins

i

IN THE HOUSE BY THE C&RA COMMITTEE
CS FOR HOUSE BILL NO. 549 (C&RA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act e n t i t l e d :  "An Act r e l a t i n g  to the exemption from regu la t ion  by

the Alaska P jb l ic  U t i l i t i e s  Commission of  public 
u t i l i t i e s  owned and opera ted  by p o l i t i c a l  subdi­
v i s i o n s . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42.05.711(b) i s  amended to  read:

(b) Except as otherwise provided in  t h i s  subsection, public 
u t i l i t i e s  owned and operated by a p o l i t i c a l  subd iv is ion of the s t a t e ,  
o r  e l e c t r i c  opera t ing e n t i t i e s  e s t a b l i s h ed  as the in s t rum en ta l i ty  of 
two o r  more publ ic  u t i l i t i e s  owned and opera ted by p o l i t i c a l  subdi­
v is ion s  o f  Che s t a t e ,  are exempt from th i s  chapter, o the r  than AS 42.- 
05.221 - 42.05.281 and 42.05.385. However,

(1) the governing body o f  a p o l i t i c a l  subd iv is ion may e l e c t  
to be sub jec t  to  t h i s  chapter; [AND]

(2) a u t i l i t y  or e l e c t r i c  ope ra t ing  e n t i t y  th a t  i s  owned 
and operated by a p o l i t i c a l  subd iv is ion and th a t  d i r e c t l y  competes 
with another u t i l i t y  or e l e c t r i c  opera t ing  e n t i t y  i s  sub jec t  to t h i s  
chapter with respec t  to the se rv ice  fo r  which the re  i s  d i r e c t  compe­
t i t i o n ;  and

(3) a u t i l i t y  fu rn ish ing  telecommunications se rv ice  th a t  i s  
owned and operated by a p o l i t i c a l  subd iv is ion th a t  has a popu la t ion of 
more than 150,000 is  subjec t Co t h i s  chapter  [AND ANY OTHER UTILITY OR 
ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE POLITICAL SUBDIVI­
SION IS ALSO SUBJECT TO THIS CHAPTER].

- I- C3H3 549CC&RA)
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M E M O R A N D U M

TO: A L L  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 I 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 „ne 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 I 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 HOUSE
HOUSE BILL NO. ;

IN THE LEGISLATURE OF THE STATE OF ALASKA 
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL
iFor an Act e n t i t l e d :  "An Act r e l a t i n g  to the exemption from regu la t ion  by
jthe Alaska Public U t i l i t i e s  Commission of public 

u t i l i t i e s  owned and operated by p o l i t i c a l  subdi- 1 
v i s i o n s ."

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

* Section 1. AS 42.05.711(b) i s  amended to read:
(b) Unless the governing be dy of a p o l i t i c a l  subd iv is ion e l e c t s  '

to be sub jec t  to th i s  chapter [ 2XCEPT AS OTHERWISE PROVIDED IN THIS
SUBSECTION] , pub l ic  u t i l i t i e s  owi.ed and operated by a p o l i t i c a l  subd i­
v is ion  of the s t a t e ,  or e l e c t r i c  opera t ing e n t i t i e s  e s tab l i sh ed  as the !

i
in s t rum en ta l i ty  of ttfo or more public  u t i l i t i e s  owned and operated by 
p o l i t i c a l  subd iv is ions of .the s t a t e ,  a re  exempt from th i s  chapter, 
o ther than AS 42.05.221 - 42.05.281 and 42.05.385. [HOWEVER,

(1) THE GOVERNING BODY OF A POLITICAL SUBDIVISION MAY ELECT
I

TO BE SUBJECT TO THIS CHAPTER; AND
I

(2) A UTILITY OR ELECTRIC OPERATING ENTITY THAT IS OWNED
i

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 CHAP-



Tom Fink. 
Mayor

Anchorage Telephone Utility
-600 TELEPHONE AVENUE, ANCHORAGE, ALASKA 99503-6091 

TELEPHONE (907) 561-3000 
Telex 090-26-532 

Facsimile (907) 561-1703
Owned by the 
Munic ipa li ty 
o f  Anchorage

January 26, 1990

The Honorable Dave Donley 
House of Representatives 
P.O. Box V 
Juneau, AK 99811

Dear Representative Donley:

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, 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

H D S :DRM:fs

Attachment



w Anchorage Telephone Utility
600 TELEPHONE AVENUE, ANCHORAGE. ALASKA 99503-6091 

TELEPHONE (907) 561-3000 
Tô 'n;- Telex 090-26-532 ZTcZw

Facsimile (907) 561-1703 o f Anchorage

January 26, 1990

The Honorable Jim Zawacki 
House of Representatives 
P.O. 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
(42.05.7 1 1 b 2 ) needs amending to exempt the Municipality of Anchorage
utilities from regulation, to correspond with the regulatory exemption
of the utilities owned by the cities of Fairbanks and Ketchikan.

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



The Honorable Jim Zawacki 
January 26, 1990 
Page Two

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

Sincerely,

ADVISORY COMMISSION

Harold D. Smith 
Chairman

H D S : D R M : f s

Attachment
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Original sponsors:

Offered:
Referred

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.

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 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

Section
711. Exemptions
712. Deregulation ballot

Section:
720. Definitions
721. short title

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

-  6 -
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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 O W E D  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, 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.

(f) 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.

(g) 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.

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

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



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.

(1) A person, utility, or cooperative that is exempt from regulation under

(a) 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 ij 3 ch 76 SLA 1973; 

am § 8 ch 83 SLA 1980; am §§ 7 - 9d 136 SLA 1980; am § 89 ch 59 SLA 1982; am § 1 

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

1986).

-  8  -



ALASKA PUBLIC U TILITIES COMMISSION 
COMMENTS ON KB 549* 

FEBRUARY 2 6 , 1990 
PASS 1 07

T h e  C o m m i s s i o n  b e l i e v e s  t h a t  t h e  c h a n g e s  p r o p o s e d  b y  

HB 549 a r e  c o n t r a r y  t o  s o u n d  p u b l i o  p o l i c y  a n d  t h e r e f o r e  o p p o s e s  

i t s  e n a c t m e n t .  A s  c u r r e n t l y  w r i t t e n ,  AS 4 2 . 0 5 . 7 1 1 ( b )  s e t s  o u t  

t h e  p r e s u m p t i o n  t h a t  u t i l i t i e s  o w n e d  a n d  o p e r a t e d  b y  p o l i t i c a l  

s u b d i v i s i o n s  a r e  e x e m p t  f r o m  C o m m i s s i o n  r e g u l a t i o n  a s  t o  r a t e s  

a n d  q u a l i t y  o f  s e r v i c e .  P a r a g r a p h  (2) j f  t h i s  s u b s e c t i o n  c r e a t e s  

a n  e x c e p t i o n  i n  c a s e s  w h e r e  s u c h  u t i l i t i e s  d i r e c t l y  c o m p e t e  w i t h  

a n o t h e r  u t i l i t y ,  i n  t h a t  ’i n s t a n c e ,  t h e  c o m p e t i n g  u t i l i t y  a s  w e l l  

a s  a l l  o t h e r  u t i l i t i e s  o w n e d  b y  t h e  p o l i t i c a l  s u b d i v i s i o n  b e c o m e  

s u b j e c t  t o  r e g u l a t i o n .

T h e  C o m m i s s i o n  b e l i e v e s  t h a t  t h e  e x i s t e n c e  o f  t h e  

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

p r o t e c t i o n  w h i c h  e x t e n d s  b e y o n d  t h e  m e r e  r e s o l u t i o n  o f  u t i l i t y  

“ t u r f  w a r s . "  S u b s e c t i o n  . 7 1 1 ( b ) ( 2 )  a l s o  p r o t e c t s  t h e  p u b l i c  

f r o m  t h e  p o s s i b i l i t y  o f  a  m u n i c i p a l i t y  ( o r  o t h e r  p o l i t i c a l  

s u b d i v i s i o n )  s u b s i d i z i n g  i t s  u t i l i t y  t o  t h w a r t  c o m p e t i t i o n .

* C o m m i s s i o n e r  D . P . O ' T i e r n e y  w a s  o u t  o f  s t a t e  a n d  d i d  n o t  
p a r t i c i p a t e  i n  t h e  P u b l i c  M e e t i n g  w h e r e  t h e  C o m m i s s i o n  d i s c u s s e d  
t h i s  l e g i s l a t i o n .

Page 1 of 3



A l a s k a  P u b l i o  U t i l i t i e s  C o m m i s s i o n  
C o m m e n t s  o n  HB 549 
F e b r u a r y  26/ 1990 
P a g e  2 o f  3

U n d e r  r e g u l a t i o n ,  t h e  C o m m i s s i o n  p r o v i d e s  r e a s o n a b l e  a s s u r a n c e  

t h a t  t h e  c o m p e t i t i v e  p l a y i n g  f i e l d  r e m a i n s  l e v e l ,  i n  t h e  a b s e n c e  

o f  r e g u l a t i o n ,  t h e  p o t e n t i a l  f o r  u n e o o n o m i c  c o m p e t i t i o n  i s  r e a l .  

C o n s e q u e n t l y ,  t h e  C o m m i s s i o n  s u p p o r t s  t h e  c o n t i n u a t i o n  o f  

s u b s e c t i o n  . 7 1 1 ( b ) ( 2 )  a s  s o u n d  p u b l i c  p o l i c y  b u t  o f f e r s  t h e  

m o d i f i c a t i o n  d e s c r i b e d  b e l o w .

A s  n o t e d ,  t h e  c u r r e n t  s t a t u t o r y  l a n g u a g e  r e q u i r e s  

t h e  r e g u l a t i o n  o f  a l l  u t i l i t i e s  o w n e d  a n d  o p e r a t e d  b y  a  

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

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

t h e  m o n i t o r i n g  o f  t r a n s a c t i o n s  a n d  c o s t  a l l o c a t i o n s  b e t w e e n  

u t i l i t i e s  t o  e n s u r e  t h a t  c r o s B - s u b s i d i z a t i o n  d o e s  n o t  o o e u r .  T h e  

C o m m i s s i o n  i s  s a t i s f i e d ,  h o w e v e r ,  t h a t  i t s  a b i l i t y  t o  i n v e s t i g a t e  

s u c h  i s s u e s  w o u l d  n o t  b e  s u b s t a n t i a l l y  i m p a i r e d  i f  n o n - c o m p e t i n g  

u t i l i t i e s  o w n e d  o r  o p e r a t e d  b y  p o l i t i c a l  s u b d i v i s i o n s  w e r e  n o t  

r e g u l a t e d  a s  t o  r a t e s  a n d  q u a l i t y  o f  s e r v i c e .  S i n c e  t h i s  

’' c a t c h - a l l "  p r o v i s i o n  s e e m s  t o  h a v e  b e a n  t h e  m o s t  o b j e c t i o n a b l e ,  

t h e  C o m m i s s i o n  w o u l d  n o t  o p p o s e  s u b s t i t u t e  l a n g u a g e  w h i c h  s t i l l  

r e q u i r e d  t h e  r e g u l a t i o n  o f  a  c o m p e t i n g  u t i l i t y  b u t  d i d  n o t  

r e q u i r e  t h e  r e g u l a t i o n  o f  a l l  o t h e r  u t i l i t i e s  o w n e d  b y  t h e  

p o l i t i c a l  s u b d i v i s i o n .  A p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  1b 

p r o v i d e d  f o r  y o u r  c o n s i d e r a t i o n .
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A n a l y s i s :  F i s c a l  N o t e  f o r  HB549

i f  e n a c t e d ,  HB549 w o u l d  o p e r a t e  t o  i m m e d i a t e l y  d e r e g u l a t e  t h e  
u t i l i t i e s  o w n e d  b y  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  (MOA) w h i c h  a r e  
c u r r e n t l y  r e g u l a t e d  b y  t h e  APUC.  A l t h o u g h  o n l y  4 o f  119 r e g u ­
l a t e d  e n t i t i e s  ( 3 . 4 % ) ,  g i v e n  t h e i r  s i a e  a n d  c o m p l e x i t y ,  t h e  Mo a  
u t i l i t i e s  c o n s t i t u t e  a  m u c h  l a r g e r  w o r k l o a d  c o m p o n e n t .  E v e n  w h e n  
f a c t o r i n g  o u t  t h o s e  a r e a s  w h i c h  w i l l  c o n t i n u e  t o  b e  j u r i s d i c t i o n ­
a l  u n d e r  o t h e r  s e c t i o n s  o f  AS 4 2 . 0 5  ( i . e .  c e r t i f i c a t i o n s ,  i n t e r ­
c o n n e c t i o n s ,  w h o l e s a l e  p o w e r  a g r e e m e n t s ,  a c c e s s  c h a r g e s ,  e t c . ) ,  
t h e  APUC e s t i m a t e s  t h a t  i t s  w o r k l o a d  w i l l  b e  d e c r e a s e d  b y  a p ­
p r o x i m a t e l y  10% i f  HB549 b e c o m e s  l a w .

A 10% r e d u c t i o n  i n  t h e  P e r s o n a l  s e r v i c e s  l i n e  i t e m ,  c o m m e n s u r a t e  
w i t h  t h e  a n t i c i p a t e d  w o r k l o a d  d e c r e a s e ,  e q u a t e s  t o  4 . 0  FT E  p o s i ­
t i o n s .  T h e  d i s t r i b u t i o n  o f  i m p a c t  r e s u l t s  i n  s t a f f i n g  r e d u c t i o n s  
p a r  t h e  f o l l o w i n g  p r o b a b l e  s c e n a r i o :  1 . 5  U t i l i t y  F i n a n c i a l  A n a ­
l y s t s ,  , 5  U t i l i t y  T a r i f f  A n a l y s t ,  . 5  U t i l i t y  E n g i n e e r ,  . 5  c o n ­
s u m e r  P r o t e c t i o n  a n d  I n f o r m a t i o n  O f f i c e r ,  a n d  i . o  s u p p o r t  
p o s i t i o n .
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SUMMARY

C u r r e n t  s t a t u t e s  a l l o w  m u n ic ip a l p u b l i c  u t i l i t i e s  t o  b e  exem p t f r o m  ec on om ic  
r e g u la t i o n  b y  t h e  A la s k a  P u b l i c  U t i l i t i e s  C om m iss ion  (A P U C ). Due t o  th e  b o r d e r  
d i s p u t e  b e tw een  M u n ic ip a l L ig h t  and  Rower (ML&P) and Chugach E l e c t r i c  
A s s o c ia t io n  (CEA) t h e  u t i l i t i e s  o f  t h e  M u n ic i p a l i t y  o f  A n ch o ra g e  (MDA) w e re  s u b ­
j e c t  t o  r e g u la t i o n .  The b o r d e r  d i s p u t e  and  c o m p e t i t io n  b e tw e en  ML&P and CEA h a s  
b e en  r e s o lv e d  and  t h e r e  i s  no n eed  f o r  e c on om ic  r e g u la t i o n  b y  APUC s in c e  th e  
M u n ic ip a l i t y  c a n  r e g u la t e  th e  u t i l i t i e s .  The c u r r e n t  s t a t u t e  d o e s  n o t  make i t  
c l e a r  as t o  how th e  m u n ic ip a l p u b l i c  u t i l i t i e s  becom e e x em p t .

The p ro p o s e d  b i l l  w o u ld  a l l o w  m u n ic ip a l p u b l i c  u t i l i t i e s  t o  b e  exem p t f ro m  APUC 
r e g u la t i o n  u n le s s  th e  M u n i c i p a l i t y  a l lo w e d  a  u t i l i t y  t o  b e  r e g u la t e d .

° The p ro p o s e d  c h an g e s  h a v e  n o  e f f e c t  o n  t h e  r e g u la t i o n  o f  r u r a l  e l e c t r i c  
a s s o c i a t i o n ' s  o r  in v e s t o r - o w n e d  u t i l i t i e s .

0 L e g i s l a t i v e  a u d i t  fo u n d  i n  F e b ru a r y  1 9 8 9  t h a t  m u n ic ip a l p u b l i c  u t i l i t i e s  
s h o u ld  n o t  be r e g u la t e d  b y  th e  APUC.

° A n c h o ra g e 's  m u n ic ip a l p u b l i c  u t i l i t i e s  a r e  th e  o n l y  o n e s  i n  th e  s t a t e  now 
r e g u la t e d .

° APUC r e g u la t i o n  w o u ld  s t i l l  e x i s t  f o r  s e r v i c e  a r e a s ,  j o i n t  u s e  and  i n t e r ­
c o n n e c t io n .

0 A d d i t i o n a l  r e g u la t i o n  a b o v e  th e  A d m in is t r a t io n  an d  t h e  A ssem b ly  i s  u n n ec ­
e s s a r y  an d  a  w a s t e f u l  r e s o u r c e .

0 A s i g n i f i c a n t  c o s t  s a v in g s  f o r  th e  S t a t e  an d  th e  M u n i c i p a l i t y  w ou ld  b e  
a c h ie v e d .

° The MDA h a s  an  o r d in a n c e  an d  r u l e s  o f  p r o c e d u re  t o  s e l f - r e g u l a t e  i t s  m un i­
c i p a l  p u b l i c  u t i l i t i e s  t h a t  in v o lv e s  th e  p u b l i c  and e x c e e d s  th e  l e v e l  o f  
A P U C /p u b lic  r e v ie w .

SELF-REGULATICN PROCESS OF THE M UN IC IPALITY  OF ANCHORAGE

Econom ic r e g u la t i o n  o f  u t i l i t i e s  b y  t h e  M u n ic i p a l i t y  o f  A n ch o ra g e  r e q u i r e s  t h e  
u t i l i t i e s  t o  p r e p a r e  j u s t i f i c a t i o n  f o r  p r e s e n t a t i o n  t o  th e  p u b l i c  a t  h e a r in g s  
h e ld  b y  th e  c i t i z e n  c o m m is s io n s  e s t a b l i s h e d  t o  a d v i s e  an d  a n o t h e r  r e g u la t o r y  
com m iss ion  t o  r e v ie w  re c om m en d a tio n  b y  th e  u t i l i t i e s .  The r e g u l a t o r y  com ­
m is s io n  in c lu d e s  a  member f r o m  t h e  f o u r  a d v i s o r y  c om m is s io n s  and t h r e e  members 
d rawn from  th e  g e n e r a l  p u b l i c .  The A ssem b ly  h a s  th e  f i n a l  a u t h o r i t y  o v e r  e c o n o ­
m ic r e g u la t i o n  a n d  r a t e  ch an g e s  r e q u i r e  a  p u b l i c  h e a r i n g  b y  th e  A s s em b ly .

The A d m in is t r a t i o n  and  th e  A s sem b ly  w i l l  r e g u la t e  th e  u t i l i t i e s  q u ic k e r  and a t  
le s s  c o s t  th a n  t h e  le n g t h y  an d  c o s t l y  p r o c e e d in g s  b e f o r e  t h e  APUC.

(S e e  a t ta c h e d  c h a r '  )

-  1 -



M UNICIPALITY OF ANCHORAGE 

Econom ic S e l f - R  q u l a t i o n  F lo w  C h a r t

P r o p o s a ls  F rom  U t i l i t i e s
D e t e rm in a t io n s  b y  

C om m iss io n s A p p ro v a l b y  A s sem b ly

° R evenue R e q u irem en ts  S tu d y 0 P u b l i c  H e a r in g s 0 P u b l i c  H e a r in g s

° R evenue D e f i c i e n c i e s  

° C o s t o f  S e r v i c e  S tu d y  

° New T a r i f f  O f f e r i n g s

0 R ev iew  and R ecom m endation s 
o f  R a t e s ,  R e g u la t i o n s  and 
P o l i c i e s

0 F in d in g s  and  C o n c lu s io n s

° O rd in a n c e  S u b m it te d  b y  
M ayor

0 A s sem b ly  A p p ro v a l o f  R a t e s ,  
C o n t r a c t s  an d  R e g u la t i o n s

° S p e c i a l  C o n t r a c t s 0 C b m p la in ls

A n ch o rag e  U t i l i t i e s A n cho rag e  C om m iss io n s

A n cho rag e  T e le p h o n e  U t i l i t y  
A n ch o rag e  Sew er U t i l i t y  
A n ch o rag e  W h te r U t i l i t y  
M u n ic ip a l L ig h t  and Power 
A n ch o rag e  R e fu s e  C o l le c t i o n  

U t i l i t y
A n cho rag e  S o l i d  W as te  D is p o s a l 

U t i l i t y

A d v is o r y :

A n cho rag e  T e le p h o n e  C om m iss ion  
A n cho rag e  W a te r and  V fa s tew a te r C om m iss ion  
M u n ic ip a l L ig h t  an d  Pow er C om m iss ion  
A n ch o rag e  S o l i d  V faste  S e r v i c e s  C om m iss ion

R e g u la t o r y :

A n ch o rag e  U t i l i t y  R e g u la t o r y  C om m ission

BH201



T IT L E ; M u n ic ip a l U t i l i t y  S e l f - R e g u la t i o n  

SPEC IA L LEG ISLATIVE REQUEST;

R e v i s i o n s  t o  th e  s t a t e  s t a t u t e s  l im i t i n g  th e  pow er o f  th e  AFUC t o  r e g u la t e  r a t e s  
a n d  c l a r i f y i n g  A n c h o ra g e 's  r i g h t  t o  exem pt i t s  m u n ic ip a l u t i l i t i e s  f r o m  econom ic  
r e g u la t i o n  b y  th e  APUC.

BAOERCXUD/JUST IF ICATICM ;

A la s k a  S t a t u t e  4 2 .0 5 . 7 1 1  c u r r e n t l y  p r o v id e s  t h a t  p u b l i c  u t i l i t i e s  owned and 
o p e r a t e d  m u n i c i p a l i t i e s  a r e  exem pt from  econom ic  r e g u la t i o n  b y  th e  A la s k a  
P u b l i c  U x l i t i e s  C om m iss io n  u n le s s  th e y  c h o o s e  t o  b e  r e g u la t e d  o r  d i r e c t  com­
p e t i t i o n  i s  fo u n d  t o  e x i s t  b e tw een  a  m u n ic ip a l ly -o w n e d  p u b l i c  u t i l i t y  and 
a n o t h e r  p u b l i c  u t i l i t y .  I f  d i r e c t  c o m p e t i t io n  i s  fo u n d  t o  e x i s t ,  AS 4 2 .0 5 .7 1 1  
d i r e c t s  t h a t  a l l  o f  th e  m u n ic ip a l ly -o w n e d  p u b l i c  u t i l i t i e s  a r e  s u b je c t  t o  e c o n o ­
m ic  r e g u la t i o n  b y  t h e  APUC. The M u n ic ip a l i t y  o f  A n ch o rag e  b e l i e v e s  t h a t  AS
4 2 . 0 5 . 7 1 1  s h o u ld  b e  amended t o  e l im in a t e  th e  " d i r e c t  c o m p e t i t io n "  e x c e p t io n  t o  
e c on om ic  d e r e g u la t i o n ,  t h e r e b y  l im i t i n g  APUC r a t e  r e g u la t i o n  t o  th o s e  m u n ic ip a l 
u t i l i t i e s  who s p e c i f i c a l l y  c h o o s e  t o  be r e g u la t e d .

1 .  The M u n ic ip a l L ig h t  and  Bower D ep a rtm en t/C h ug a ch  E l e c t r i c  A s s o c i a t i o n  b oun ­
d a r y  d i s p u t e ,  w h ich  p r e c i p i t a t e d  th e  o n s e t  o f  AS 4 2 . 0 5 . 7 i i ,  h a s  b e en  
r e s o lv e d .

2 .  W he th e r o r  n o t  a  m u n ic ip a l p u b l i c  u t i l i t y  i s  s u b je c t  t o  econom ic  r e g u la t i o n  
b y  t h e  APUC, th e  APUC r e t a i n s  j u r i s d i c t i o n  p e r  AS 4 2 . 0 5 . 2 2 1 ,  o v e r  su ch  mou- 
t e r s  a s  w a s t e f u l  d u p l i c a t i o n  o f  f a c i l i t i e s  w here  d i r e c t  c o m p e t i t io n  w i t h in  
th e  same s e r v i c e  a r e a  o c c u r s  ( a s  was th e  c a s e  b e f o r e  t h e  ML&P/Chugach 
E l e c t r i c  b o u n d a ry  s e t t le m e n t  d i s p u t e ) .

3 .  C on c e rn s  o v e r  th e  p o t e n t i a l  f o r  c r o s s - s u b s i d i z a t i o n  b e tw een  m u n i c i p a l l y -  
owned u t i l i t i e s  a r e  u n n e c e s s a ry  b e c a u se  ( a )  th e  A n ch o rag e  owned p u b l i c  u t i l ­
i t i e s  a r e  in d e p e n d e n t ly  o p e r a t e d  and b y  C h a r t e r  m ust h a v e  s e p a r a t e  b o o k s  o f  
a c c o u n t s ,  ( b )  t h e  M ayor and  A ssem b ly  a r e  d i r e c t l y  a c c o u n t a b le  t o  t h e  v o t in g  
p u b l i c ,  ( c )  th e  p u b l i c  and i t s  con sum er r e p r e s e n t a t i v e s  have* th e  r i g h t  t o  
p a r t i c i p a t e  in  th e  ra te m a k in g  p r o c e s s  u n d e r econ om ic  s e l f - r e g u l a t i o n ,  and
(d )  a l l  r a t e  d e c i s i o n s  a r e  a l i g i b l e  f o r  j u d i c i a l  r e v ie w  in  th e  A la s k a  C o u r t  
S y s te m .

A l e g i s l a t i v e  p r i o r i t y  i s  t o  rem ove th e  " d i r e c t  c o m p e t i t io n "  e x c e p t io n  from  th e  
s t a t u t e ,  t h e r e b y  a l lo w in g  A n ch o ra g e , a b s e n t i t s  c o n s e n t ,  t o  r e g u la t e  th e  r a t e s  
o f  i t s  u t i l i t i e s  and  a l lo w  f o r  a d e q u a te  r a t e s  o f  r e t u r n  f o r  i t s  r e s p e c t i v e  u t i l ­
i t i e s .

STAFF CONTACT: W i l l  G a y , A c t in g  E x e c u t iv e  M anage r,
E n t e r p r i s e  A c t i v i t i e s ,  3 4 3 - 4 9 0 6
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R e fe r r e d :

O r i g i n a l  s p o n s o r s :

IN  THE SENATE

SENATE B IL L  NO. ________

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE -  SECOND SESSION 

A B IL L

F o r  an  A ct e n t i t l e d :  "An A c t r e la t e d  t o  m u n ic ip a l u t i l i t y  s e l f - r e g u l a t i o n . "

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

A r t i c l e  1 0 .  G e n e r a l P r o v i s i o n s .

S e c t i o n  S e c t i o n :
7 1 1 .  E lxem ptions 7 2 0 .  D e f i n i t i o n s
7 1 2 .  D e r e g u la t i o n  b a l l o t  7 2 1 . s h o r t  t i t l e

S e c .  4 2 . 0 5 . 7 1 1 .  E x e m p t io n s . (a )  The p r o v i s i o n s  o f  t h i s  c h a p t e r  d o  n o t  a p p ly  

t o  a  p e r s o n  who f u r n i s h e d  w a t e r ,  g a s  o r  p e t r o le u m  o r  p e t r o le u m  p ro d u c t s  b y  t a n k , 

w agon , o r  s i m i l a r  c o n v e y a n c e , u n le s s  th e  p e rs o n  i s  t h e r e b y  s u p p ly in g  w a te r ,  g a s ,  

p e t r o le u m  o r  p e t r o le u m  p r o d u c t s  t o  a  p u b l i c  u t i l i t y  in  w h ich  t h e  p e r s o n  h a s  an  

" a f f i l i a t e d  i n t e r e s t . "

(b )  E x c e p t a s  o t h e rw is e  p r o v id e d  in  t h i s  s u b s e c t i o n ,  p u b l i c  u t i l i t i e s  owned 

and  o p e ra t e d  b y  a  p o l i t i c a l  s u b d i v i s i o n  o f  th e  s t a t e ,  o r  e l e c t r i c  o p e r a t i n g  

e n t i t i e s  e s t a b l i s h e d  a s  th e  i n s t r u m e n t a l i t y  o f  two o r  m ore p u b x ic  u t i l i t i e s  

owned an d  o p e ra t e d  b y  p o l i t i c a l  s u b d i v i s i o n s  o f  th e  s t a t e ,  a r e  e x e n p t  f ro m  t h i s  

c h a p t e r ,  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  and  4 2 . 0 5 . 3 8 5 .  H ow eve r,

( 1 ) th e  g o v e rn in g  b o d y  o f  a  p o l i t i c a l  s t k ^ v i s i o n  may e l e c t  t o  b e  s u b je c t  t o  

t h i s  c h a p t e r^  [ ;  AND)

[ ( 2 )  A U T IL IT Y  OR ELECTRIC OPERATING ENTITY THAT IS  OWNED A ID  OPERATED BY A

-  3  -
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POLIT ICAL SUBD IV IS IO N  /»ND THAT DIRECTLY COMPETES WITH ANOTHER U T IL IT Y  OR 

ELECTRIC OPERATING ENTITY IS  SUBJECT TO TH IS  CHAPTER AND ANY OTHER U T IL IT Y  OR 

ELECTRIC OPERATING ENTITY OWNED £ND OPERATED BY THE PO L IT ICA L SUBD IV IS IO N  IS  

ALSO SUBJECT TO TH IS CHAPTER. ]

( c )  T he ow n e rs h ip  in  w h o le  o r  p a r t ,  o f  th e  c o r p o r a t e  s t o c k  o f  a  p u b l i c  

u t i l i t y  d o e s  n o t  make th e  ow ner a  p u b l i c  u t i l i t y .

( d )  T he  c om m is s io n , o n  a  f i n d in g  t h a t  n o  le g i t im a t e  p u b l i c  i n t e r e s t  w i l l  be  

s e r v e d ,  may exem pt a  u t i l i t y  f r o m  a l l  o r  a n y  p o r t i o n  o f  t h i s  c h a p t e r .

( e )  N o tw ith s ta n d in g  a n y  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  a n y  e l e c t r i c  o r  

t e le p h o n e  u t i l i t y  t h a t  d o e s  n o t  g r o s s  $ 5 0 ,0 0 0  a n n u a l ly  i s  exem pt f ro m  r e g u la t i o n  

unde r t h i s  c h a p t e r  u n le s s  2 5  p e r c e n t  o f  th e  s u b s c r ib e r s  p e t i t i o n  th e  c om m iss io n  

f o r  r e g u la t i o n .

( f )  N o tw ith s ta n d in g  a n y  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  a n y  e l e c t r i c  o r  

t e le p h o n e  u t i l i t y  t h a t  d o e s  n o t  g r o s s  $ 3 2 5 ,0 0 0  a n n u a l ly  may e l e c t  t o  b e  exem pt 

from  th e  p r o v i s i o n s  o f  t h i s  c h a p t e r  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  u n d e r 

th e  p r o c e d u re  d e s c r ib e d  in  AS. 4 2 . 0 5 . 7 1 2 .

( g )  A u t i l i t y ,  o t h e r  th a n  a  t e le p h o n e  o r  e l e c t r i c  u t i l i t y ,  t h a t  d o e s  n o t  

g r o s s  $ 100,000  a n n u a l ly  may e l e c t  t o  b e  exem pt f r o m  th e  p r o v i s i o n s  o f  t h i s  

c h a p te r  o t h e r  th a n  AS 4 2 .0 5 .2 2 1  -  4 2 .0 5 .2 8 1  un d e r he  p r o c e d u r e  d e s c r ib e d  in  

AS 4 2 . 0 5 . 7 1 2 .

( h )  A c o o p e r a t i v e  o r g a n iz e d  un d e r AS 1 0 .2 5  may e l e c t  t o  b e  exem pt f ro m  t h e  

p r o v i s i o n s  o f  t h i s  c h a p t e r ,  o t h e r  th an  AS 4 2 .0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1 ,  u n d e r th e  p r o ­

c e d u re  d e s c r ib e d  in  AS 4 2 . 0 5 . 7 1 2 .

( i )  A u t i l i t y  w h ich  fu r n i s h e d  c o l l e c t i o n  and d i s p o s a l  s e r v i c e  o f  g a rb a g e , 

r e f u s e ,  t r a s h ,  o r  o t h e r  w a s te  m a t e r i a l  and h a s  a n n u a l g r o s s  re v e n u e s  o f  $ 200,000

-  A -
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o r  l e s s  i s  exem pt f r o m  th e  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  o t h e r  th a n  th e  c e r t i f i ­

c a t i o n  p r o v i s i o n s  o f  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1 ,  u n le s s  25  p e r c e n t  o f  th e  su b ­

s c r i b e r s  r e p r e s e n t i n g  2 5  p e r c e n t  o f  th e  g r o s s  re v e n u e  o f  th e  u t i l i t y  p e t i t i o n  

th e  c om m iss io n  f o r  r e g u l a t i o n .

( j )  The p r o v i s i o n s  o f  t h i s  c h a p t e r  d o  n o t  a p p ly  t o  s a l e s ,  exchanges o r  g i f t s  

o f  e n e rg y  t o  an  e l e c t r i c  u t i l i t y  c e r t i f i c a t e d  u n d e r t h i s  c h a p t e r  when th e  e n e rg y  

w h ich  i s  th e  s u b je c t  c.  th e  s a l e ,  ex ch ang e  o r  g i f t  i s  w a s te  h e a t ,  e l e c t r i c i t y ,  

o r  o t h e r  e n e rg y  W h ich  i s  s u r p lu s  o r  th e  b y -p r o d u c t  o f  an i n d u s t r i a l  p r o c e s s .  I n  

a n  a r e a  in  w h ich  n o  e l e c t r i c  u t i l i t y  i s  c e r t i f i c a t e d  f o r  s e r v i c e ,  e n e rg y  p r o ­

v id e d  b y  s a l e ,  e x c h a n g e  o r  g i f t  n a y  be p r o v id e d  t o  a n y  u t i l i t y  w h ich  i s  c e r ­

t i f i c a t e d  f o r  s e r v i c e  t o  t h a t  a r e a .  A c o n t r a c t  f o r  th e  s a l e ,  ex chang e  o r  g i f t  

o f  e n e rg y  exem pt u n d e r t h i s  s u b s e c t i o n  d o e s  n o t  make th e  s u p p l i e r  a  p u b l i c  u t i ­

l i t y ,  a n d  d o e s  n o t  t r a n s f e r  t h e  r e s p o n s i b i l i t y  t o  p r o v i d e  u t i l i t y  s e r v i c e s  f ro ra  

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

( k )  A u t i l i t y  w h ich  f u r n i s h e s  c a b le  t e le v i s i o n  s e r v i c e  i s  exem pt from  th e  

p r o v i s i o n s  o f  t h i s  c h a p t e r  o t h e r  th a n  AS 4 2 .0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  u n le s s  25 p e r c e n t  

o f  th e  s u b s c r ib e r s  p e t i t i o n  t h e  c om m iss io n  f o r  r e g u la t i o n .

( 1 )  A p e r s o n ,  u t i l i t y ,  <_ c o o p e r a t i v e  t h a t  i s  exem pt f ro m  r e g u la t i o n  u n d e r

( a )  o r  ( d )  -  ( k )  >f t h i s  s e c t i o n  i s  n o t s u b je c t  t o  r e g u la t i o n  b y  a  m u n ic ip a l i t y  

u n d e r AS 2 9 . 3 5 . 0 6 0  and  2 9 . 3 5 . 0 7 0 .  (§  6 c h  1 13  SLA 1 9 7 0 ;  am § 3  ch  7 6  SLA 1 9 7 3 ; 

am § 8 c h  8 3  SLA 1 9 8 0 ;  am §§ 7  -  9 d  136  SLA 1 9 8 0 ; am § 8 9  ch  5 9  SLA 1 9 8 2 ; am $ 1 

c h  30  SLA 1 9 8 3 ;  am § 68 c h  7 4  SLA 1 9 8 5 ; am § 1 ch  8 0  SLA 1 9 8 5 ;  am § 2 ch 1 0 7  SLA 

1 9 8 6 ) .

- 5 -
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O f f e r e d :
R e f e r r e d :

O r i g i n a l  s p o n s o r s :

IN  THE rDUSE

BOUSE B IL L  NO

IN  THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE -  SECOND SESSION

A B IL L

F o r  an  A c t e n t i t l e d :  "An A c t r e l a t e d  t o  m u n ic ip a l u t i l i t y  s e l f - r e g u l a t i o n . " 

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

A r t i c l e  1 0 .  G e n e r a l P r o v i s i o n s .

S e c .  4 2 . 0 5 . 7 1 1 .  E x e m p t io n s . ( a )  T he p r o v i s i o n s  o f  t h i s  c h a p t e r  d o  n o t  a p p ly  

t o  a  p e rs o n  who fu r n i s h e d  w a t e r ,  g a s  o r  p e t r o le u m  o r  p e t r o le u m  p r o d u c t s  b y  t a n k ,  

w agon , o r  s i m i l a r  c o n v e y a n c e , u n le s s  th e  p e r s o n  i s  t h e r e b y  s u p p ly in g  w a te r ,  g a s ,  

p e t r o le u m  o r  p e t r o le u m  p r o d u c t s  t o  a  p u b l i c  u t i l i t y  i n  w h ich  th e  p e r s o n  h a s  an  

" a f f i l i a t e d  i n t e r e s t . "

( b )  E x c e p t a s  o t h e rw is e  p r o v id e d  in  t h i s  s u b s e c t i o n ,  p u b l i c  u t i l i t i e s  owned 

and  o p e ra t e d  b y  a  p o l i t i c a l  s u b d i v i s i o n  o f  th e  s t a t e ,  o r  e l e c t r i c  o p e r a t in g  

e n t i t i e s  e s t a b l i s h e d  a s  th e  i n s t r u m e n t a l i t y  o f  tw o  o r  m ore p u b l i c  u t i l i t i e s  

owned and o p e r a t e d  b y  p o l i t i c a l  s u b d i v i s i o n s  o f  th e  s t a t e ,  a r e  exem pt from  t h i s  

c h a p t e r ,  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  and 4 2 . 0 5 . 3 8 5 .  H ow ever,

( 1 ) th e  g o v e r n in g  b o d y  o f  a  p o l i t i c a l  s u b d i v i s i o n  may e l e c t  t o  be s u b je c t  t o  

t h i s  c h a p te r^  [ ;  AND]

[ ( 2 )  A U T IL IT Y  OR ELECTRIC OPERATING ENTITY THAT IS  OWNED AND OPERATED BY A

Section
7 1 1 .  E x em p tio n s
7 1 2 .  D e r e g u la t i o n  b a l l o t

S e c t i o n :
7 2 0 .  D e f i n i t i o n s
7 2 1 .  s h o r t  t i t l e

-  6 -
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PO L IT ICA L SUBD IV IS IO N  AND THAT DIRECTLY COMPETES WITH ANOTHER U T IL IT Y  OR 

ELECTRIC OPERATING ENTITY IS  SUBJECT TO TH IS  CHAPTER AND ANY OTHER U T IL IT Y  OR 

ELECTRIC OPERATING ENTITY OWSIED AND OPERATED BY THE PO LIT ICA L SUBD IV IS ION  IS  

ALSO SUBJECT TO TH IS CHAPTER.]

( c )  The o w n e rs h ip  i n  w h o le  o r  p a r t ,  o f  t h e  c o r p o r a t e  s t o c k  o f  a  p u b l i c  

u t i l i t y  d o e s  n o t  make th e  ow ne r a  p u b l i c  u t i l i t y .

( d )  The c om m is s io n , o n  a  f i n d in g  t h a t  n o  le g i t im a t e  p u b l i c  i n t e r e s t  w i l l  b e  

s e r v e d ,  may exem pt a  u t i l i t y  f r o m  a l l  o r  a n y  p o r t i o n  o f  t h i s  c h a p t e r .

( e )  N o tw ith s ta n d in g  a n y  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  a n y  e l e c t r i c  o r  

t e le p h o n e  u t i l i t y  t h a t  d o e s  n o t  g r o s s  $ 5 0 ,0 0 0  a n n u a l ly  i s  exem pt f ro m  r e g u la t i o n  

u n d e r t h i s  c h a p t e r  u n le s s  25 p e r c e n t  o f  th e  s u b s c r ib e r s  p e t i t i o n  th e  c om m iss io n  

f o r  r e g u la t i o n .

( f )  N o tw ith s ta n d in g  a n y  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  a n y  e l e c t r i c  o r  

t e le p h o n e  u t i l i t y  t h a t  d o e s  n o t  g r o s s  $ 3 2 1 ,0 0 0  a n n u a l ly  may e l e c t  t o  b e  exem pt 

f r o m  th e  p r o v i s i o n s  o f  t h i s  c h a p t e r  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  u n d e rr
t h e  p ro c e d u re  d e s c r ib e d  i n  AS, 4 2 . 0 5 . 7 1 2 .

( g )  A u t i l i t y ,  o t h e r  th a n  a  t e le p h o n e  o r  e l e c t r i c  u t i l i t y ,  t h a t  d o e s  n o t  

g r o s s  $ 1 0 0,0 0 0  a n n u a l ly  may e l e c t  t o  be exem pt from  t h e  p r o v i s i o n s  o f  t h i s  

c h a p t e r  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 .0 5 . 2 8 1  u n d e r th e  p r o c e d u re  d e s c r ib e d  in  

AS 4 2 . 0 5 . 7 1 2 .

(h )  A  c o o p e r a t i v e  o r g a n iz e d  u n d e r AS 1 0 .2 5  may e l e c t  t o  be  exem pt from  th e  

p r o v i s i o n s  o f  t h i s  c h a p t e r ,  o t h e r  th a n  AS 4 2 .0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1 ,  u n d e r th e  p r o ­

c e d u re  d e s c r ib e d  in  AS 4 2 . 0 5 . 7 1 2 .

( i )  A u t i l i t y  w h ich  fu r n i s h e d  c o l l e c t i o n  an d  d i s p o s a l  s e r v i c e  o f  g a rb a g e , 

r e f u s e ,  t r a s h ,  o r  o t h e r  w a s te  m a t e r i a l  and h a s  a n n u a l g r o s s  re v e n u e s  o f  $ 2 0 0,0 0 0
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o r  l e s s  i s  exem p t f ro m  th e  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  o t h e r  th a n  th e  c e r t i f i ­

c a t i o n  p r o v i s i o n s  o f  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1 ,  u n le s s  2 5  p e r c e n t  o f  th e  su b ­

s c r i b e r s  r e p r e s e n t i n g  2 5  p e r c e n t  o f  th e  g r o s s  re v e n u e  o f  th e  u t i l i t y  p e t i t i o n  

th e  c om m iss io n  f o r  r e g u l a t i o n .

( j )  The p r o v i s i o n s  o f  t h i s  c h a p t e r  d o  n o t  a p p ly  t o  s a i e s ,  exchang es o r  g i f t s  

o f  e n e rg y  t o  an  e l e c t r i c  u t i l i t y  c e r t i f i c a t e d  u n d e r t h i s  c h a p t e r  when th e  e n e rg y  

w h ich  i s  t h e  s u b je c t  o f  th e  s a l e ,  e x ch ang e  o r  g i f t  i s  w a s te  h e a t ,  e l e c t r i c i t y ,  

o r  o t h e r  e n e rg y  w h ic h  i s  s u r p lu s  o r  t h e  b y -p r o d u c t  o f  a n  i n d u s t r i a l  p r o c e s s .  In  

a n  a r e a  in  w h ich  n o  e l e c t r i c  u t i l i t y  i s  c e r t i f i c a t e d  f o r  s e r v i c e ,  e n e rg y  p r o ­

v id e d  b y  s a l e ,  e x c h a n g e  o r  g i f t  may be  p r o v id e d  t o  an y  u t i l i t y  w h ich  i s  c e r ­

t i f i c a t e d  f o r  s e r v i c e  t o  t h a t  a r e a .  A c o n t r a c t  f o r  th e  s a l e ,  exchange  o r  g i f t  

o f  e n e rg y  exem pt u n d e r t h i s  s u b s e c t i o n  d o e s  n o t  make th e  s u p p l i e r  a  p u b l i c  u t i ­

l i t y ,  and d o e s  n o t  t r a n s f e r  t h e  r e s p o n s i b i l i t y  t o  p r o v id e  u t i l i t y  s e r v i c e s  from  

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

( k )  A u t i l i t y  w h ich  f u r n i s h e s  c a b le  t e l e v i s i o n  s e r v i c e  i s  exem pt f ro m  th e  

p r o v i s i o n s  o f  t h i s  c h a p t e r  o t h e r  th a n  AS 4 2 .0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  u n le s s  25 p e r c e n t  

o f  t h e  s u b s c r ib e r s  p e t i t i o n  th e  c om m iss io n  f o r  r e g u la t i o n .

( 1 )  A p e r s o n ,  u t i l i t y ,  o r  c o o p e r a t i v e  t h a t  i s  exem pt from  r e g u la t i o n  un d e r

( a )  o r  ( d )  -  ( k )  o f  t h i s  s e c t i o n  i s  n o t  s u b je c t  t o  r e g u la t i o n  b y  a  m u n ic ip a l i t y  

u n d e r AS 2 9 . 3 5 . 0 6 0  an d  2 9 . 3 5 . 0 7 0 .  (§  6 c h  1 1 3  SLA 1 9 7 0 ; am ^ 3 ch  76  SLA 1 9 7 3 ; 

am § 8 ch  8 3  SLA 1 9 8 0 ;  am 7 -  9d 1 3 6  SLA 1 9 8 0 ; am S 8 9  ch  5 9  SLA 1 9 8 2 ; am § 1 

c h  30  SLA 1 9 8 3 ;  am S 68 ch  7 4  SLA 1 9 8 3 ;  am § 1 ch  8 0  SLA 1 9 8 5 ;  am § 2 ch  107  SLA 

1 9 8 6 ) .
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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 municipal utilities to  operate in the best interest of the 
consumer public w ithout regulation by the APUC.

2. Acquisition: In order to eliminate service area conflicts between 
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 
municipalities 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



A u d i t  C o n t r o l  N u m b e r  

08-1334-89-R

C o m m i s s i o n e r ,  D e p a r t m e n t  o f  
C o m m e r c e  e n d  E c o n o m i c  D e v e l o p m e n t
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M e m b e r s  o f  t h e  
A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n

C h a i r p e r s o n
M e m b e r
M em b e r
M e m b e r
M e m b e r

S u s a n  M. K n o w l e s  
C a r o l y n  S ,  G u e s s  
P e t e r  S o k o l o v  
L o u i s  E .  A g i  
K a t h l e e n  L .  W h i t e a k e r

r?ate •  ? t i i i i u n v i

-  11 -



/T\

*9411-3300

F e b r u a r y  21 ,  1989

M e m b e r s  o f  c h e  L e g i s l a t i v e  B u d g e t  
a n d  A u d i t  C o m m i t t e e :

I n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  T i t l e s  24 a n d  44 0 f  c h e  
A l a s k a  S t a t u t e s ,  t h e  a t t a c h e d  r e o o r t  i s  s u b m i t t e d  f o r  yo u *1 
r e v i e w .  J

A PERFORMANCE REPORT ON THE 
DEPARTMENT OF COMMERCE AND 

ECONOMIC DEVELOPMENT 
ALASKA PUBLIC U T I L I T I E S  COMMISSION

F e b r u a r y  14,  1989

A u d i t  C o n t r o l  N u m b e r  

08-1354-89-R

T h e  o b j e c t i v e s  o f  t h i s  a u d i t  w e r e  t o  e x a m i n e  c h e  a c t i v i t i e s  
o f  c h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  t o  d e t e r m i n e  i f  
t h e r e  i s  a  d e m o n s t r a t e d  p u b l i c  n e e d  f o r  i t s  c o n t i n u e d  
e x i s t e n c e  a n d  i f  c h e  c o m m i s s i o n  h a s  b e e n  o p e r a t i n g  i n  a n  
e f f i c i e n t  a n d  e f f e c t i v e  m a n n e r .

T h e  a u d i t  w a s  c o n d u c t e d  i n  a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t ­
e d  g o v e r n m e n t a l  p e r f o r m a n c e  a u d i t i n g  s t a n d a r d s .  A u d i t  s c o p e  
a n d  m e t h o d o l o g y  a r e  d i s c u s s e d  i n  c h e  R e p o r t  O b j e c t i v e s ,  
S c o p e *  a n d  M a t h o d o l o g y  s e c t i o n  o f  t h i s  r e p o r t .  A u d i t  
r e s u l t s  m a y  b e  f o u n d  i n  c h e  R e p o r t  C o n c l u s i o n s ,  F i n d i n g s  a n d  
R e c r i f  n d a t l o n a , a n d  i n  c h e  A n a l y s i s  o t  P u b l i c  N e e d  s e c t i o n s  
o f  t h i s  r e p o r t .

a u d it  d iv is io n
BOX h  

JUNEAU. ALASXATHE LEGISLATURE
BUDGET ANO AUDIT CCttUlTTEE

l U n d y  W e l k e r ,  CPA 
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t



W* b e l i e v e  c f t t t  c a b l e  t e l e v i s i o n  m a y  b e  a n a t u r a l  m o n o ­
p o l y  t n  t h a  s m a l l  a n d  m a d i u m - s i z s d  t o w n s .  a * s u c h  
e h a e e  m a y  b a  c a n d i d a t e s  f o r  t c o n o m i c  r e g u l a t i o n !  
H o w e v e r ,  c h a  c o s t  o f  r e g u l a t i o n  m a y  o u t w e i g h  c h s  
b e n e f i t s  f o r  c h a s a  s m a l l  m a r k a e s .  T h a  a c o n o m i c  
r a g u l a t i o n  t h a t  i s  a v a i l a b l a  i s  a l s o  l i m i t a d  e c  b a s i c  
s a r v i c a s ,  a s  t h e  f a d a r a l  C a b l a  C o m i u n i c a c i o n a  P o l i c y  
A c t  o f  1984 p r o h i b i t s  p r i c a  r a g u l a t i o n  o f  c h a  p r a m i u n  
p a c k a g e s . I n  t h a  l a r g e s t  c i t i e s ,  c h a  c o m p e t i t i v e  
e n v i r o n m e n t  i n d i c a t e s  c h a t  c h a r e  i s  n o t  a  n a t u r a l  
m o n o p o l y  p r e s e n t  f o r  c a b l a  t e l e v i s i o n ,  t h u s  c e r t i f i ­
c a t i o n  a n d  e c o n o m i c  r e g u l a t i o n  i s  i n a p p r o p r i a t e .

T h a  f a d a r a l  C a b l a  A c t  w a s  d e s i g n e d  t o  p r o m o t e  c h a  
e x p a n s i o n  o f  c a b l a  t e l e v i s i o n  s y s t e m s  b y  p r o m o t i n g  
l o c a l  f r a n c h i s i n g  a n d  l i m i t i n g  r a t a  r a g u l a t i o n .  T h i s  
l a w  w o u l d  n o t  a l l o w  a n y  r a t a  r e g u l a t i o n  i n  A n c h o r a g e  o r  
F a i r b a n k s  b u t  w o u l d  a l l o w  b a s i c  s e r v i c e  r a t e s  t o  b e  
r e g u l a t e d  i n  o t h e r  a r e a s  s u c h  a s  J u n e a u  o r  H o m e r .  I t  
d o e s ,  h o w e v e r ,  a p p e a r  t o  a l l o w  u s  c o n t r o l  o v e r  t h e  
p o s s i b l e  c o m p e t i t i v e  s i d e  e f f e c t  o f  d u p l i c a t e  c a b l i n g .  
By  s t a t u t e  we  c o u l d  r e q u i r e  c h e  s e g r e g a t i o n  o f  c a b l e  
d i s t r i b u t i o n  c o m p a n i e s  a n d  t h e s e  c o u l d  b e  f u l l y  r e g u ­
l a t e d .  T h e  c a b l e  p r o g r a m m i n g  c o u l d  t h e n  b e  o p e n e d  t o  
c o m p e t i t i o n .

I n  s u m m a r y ,  r e g a r d l e s s  a s  t o  w h e t h e r  o r  n o t  c a b l e  
t e l e v i s i o n  i s  v i e w e d  a s  e s s e n t i a l ,  w e  r e c o r s a e n d e d  t h a t  
t h e  p r e s e n t  c e r t i f i c a t i o n  r e q u i r e m e n t  b e  d e l e t e d  f r o m  
t h e  s t a t u t e .  To  t h e  e x t e n t  t h a t  t h i s  s e r v i c e  i s  d e e m e d  
e s s e n t i a l ,  m u n i c i p a l  f r a n c h i s i n g  o r  c e r t i f i c a t i o n  a n d  
r e f l a t i o n  o f  d i s t r i b u t i o n - o n l y  c o m p a n i e s  s h o u l d  b® 
c o n s i d e r e d .

We a l s o  m u s t  p o i n t  o u t  a  p o t e n t i a l  l i a b i l i t y  t o  c h e  
S t a t e  u n d e r  t h e  C a b l e  A c t  i f  t h i s  r e c o m m e n d a t i o n  i s  
I m p l e m e n t e d .  T h e  C a b l e  A c t  o u t l i n e s  s p e c i f i c  c r i t e r i a  
w h i c h  m u s t  b e  e h o v n  t o  d e n y  a  f r a n c h i s e  a n d  t h e  p r o ­
p o s e d  s t a t u t e  a m e n d m e n t  w o u l d  c a t e g o r i c a l l y  r e t r a c t  c h e  
c e r t i f i c a t e *  ( f r a n c h i s e )  w i t h o u t  t h i s  s h o w i n g .  H ow ­
e v e r ,  t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  i n d i c a t e d  t o  u s  
t h a t  t h e  S t a t e  w o u l d  p r e v a i l  i n  c o u r t .  W* r e c o m m e n d  
t h a t  a  f o r m a l  o p i n i o n  o n  t h i s  p o t e n t i a l  l i a b i l i t y  b e  
o b t a i n e d  f r o m  t h e  A t t o r n e y  G e n e r a l  b e f o r e  t h i s  s t a t u t e  
i s  a m e n d e d .

D. A l a s k a  S t a t u t e  4 2 . 0 5  s h o u l d  b e  a m e n d e d  t o  e x e m p t  t h e  
s m a l l e r  u t i l i t i e s  f r o m  e c o n o m i c  r e g u l a t i o n .

E l e c t r i c ,  t e l e p h o n e ,  g a s ,  w a t e r ,  a n d  s e w e r  u t i l i t i e s  
h a v e  t r a d i t i o n a l l y  b e e n  c o n s i d e r e d  e s s e n t i a l  s e r v i c e s  
a n d  a r e  o f t e n  n a t u r a l  m o n o p o l i e s .  N e v e r t h e l e s s , w e  
s h o u l d  r e f r a i n  f r o m  e c o n o m i c  r e g u l a t i o n  i f  i t s  c o s t

•t a t *  • #  i u u u - 1 1 -
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e x c e e d s  c h e  b e n e f i t s .  H o w e v e r ,  t h i s  i n f o r m a t i o n  i *  n o t  
A v a i l a b l e  n o r  c a n  1c  b a  r e a s o n a b l y  g a n t r a c a d .  " C o s e "  
w o u l d  i n c l u d e  l n c r e m s n t A l  APUC a n d  u t i l i t y  t i m e  a n d  
m a c a r i a l a  a s  v a i l  a s  c h e  e f f e c t  o f  p r o j e c t  d e l a y *  o n  
l o n g - t a r a  r a t e s :  c h i s  c o m p o n e n t  o f  e h a  a q u a t i o n  c o u l d  
b a  s t u d i e d  a n d  s i t i w A t a d .  T h a  " b e n e f i t s "  o f  r a g u l a t i o n  
i n c l u d a  a  f i n a n c i a l l y  s t a b l e  u t i l i t y  p r o v i d i n g  c o n ­
s i s t e n t  s a r v i c a  u n i f o r m l y  t o  c u s t o m e r s  w ho  a r a  a a a u r a d  
o f  e q u i t a b l e  r a t a s  a n d  s e r v i c e s  n o w  a n d  i n  t h a  f u t u r a i  
t h i s  c a n n o t  b a  q u a n t i f i e d .

N e v e r t h e l e s s , i n  c o n s i d e r a t i o n  o f  t h a  S t a t e ' s  d w i n d l i n g  
r e s o u r c e s  a n d  t h a  p u b l i c ’ s  d i s e n c h a n t m e n t  w i t h  t h e  
p r o l i f e r a t i o n  o f  s t a t e  g o v e r n m e n t ,  v a  b e l i e v e  t h a t  i t  
i s  a p p r o p r i a t e  f o r  u s  t o  p r e s u m e  t h a t  t h e  c o s t  o f  
r e g u l a t i o n  p r e s e n t l y  e x c e e d s  i t s  b e n e f i t s  f o r  m a n y  
s m a l l e r  u t i l i t i e s  a n d  t h a t  t h a  g r o s s  r e v e n u e  e x e m p t i o n  
l e v e l s  p r o v i d e d  i n  t h e  s t a t u t e s  s h o u l d  b e  r a i s e d .

A l a s k a  S t a t u t e  4 2 . 0 5 . 7 1 1  e x e m p t s  e l e c t r i c  a n d  t e l e p h o n e  
u t i l i t i e s  w i t h  g r o s s  r e v e n u e s  u n d e r  $ 5 0 ,0 0 0  f r o m  
c e r t i f i c a t i o n  a n d  e c o n o m i c  r e g u l a t i o n .  I t  a l s o  a l l o w s  
a  u t i l i t y ' s  c o n s u m e r s  t o  e l e c t  e c o n o m i c  d e r e g u l a t i o n  
f o r  c o o p e r a t i v e s ,  e l e c t r i c  o r  t e l e p h o n e  u t i l i t i e s  w i t h  
l e s s  t h a n  $ 3 2 5 ,0 0 0  i n  a n n u a l  g r o s s  r e v e n u e s ,  a n d  f o r  
a n y  u t i l i t y  w h i c h  d o e s  n o t  g r o s s  $ 1 0 0 ,0 0 0  a n n u a l l y .  We 
p r o p o s e  t h a t  a n  a c r o s s - t h e - b o a r d  g r o s s  r e v e n u e - b a s e d  
e x e m p t i o n  f r o m  e c o n o m i c  r e g u l a t i o n  b e  e s t a b l i s h e d .  
T h r e e  o p t i o n s  a r e  p r e s e n t e d  i n  t h e  f o l l o w i n g  t a b l e .  I t  
w a s  p r e p a r e d  b a s e d  u p o n  A P U C ' s  FY 38 A n n u a l  R e p o r t  a n d  
r e p r e s e n t s  a l l  u t i l i t i e s  t h a t  a r e  c u r r e n t l y  e c o n o m i ­
c a l l y  r e g u l a t e d  w i t h  t h e  e x c l u s i o n  o f  t h e  i n d u s t r i e s  v e  
h a v e  r e c o m m e n d e d  f o r  c a t e g o r i c a l  d e r e g u l a t i o n .

N u m b e r  o f  a f f e c t e d  u t i l i t i e s  a n d  c u s t o m e r s ,  b a s e d  u p o n  
g r o s s  r e v e n u e s :

U n d e r  $ 5 0 0 ,0 0 0  U n d e r  $750 ,000  U n d e r  $ 1 , 0 0 0 , 0 0 0n ? in1 ■llJTM il" *■■■■"■ 'i1̂ 1 11 w" * ■ 1 'it u * -
- U t i l . C u s t o m e r s  U t i l . C u s t o m e r s U ' c i l . C u s t o m e r s

E l e c t r i c 10 819 15 1 ,9 9 0 18 2 ,6 9 1
T e l e p h o n e  -0- - 0 - 1 343 2 863
G a s - 0 - -0- -0- 1 908
W a t e r 22 3 ,7 1 5 22 3 ,7 1 5 22 3 ,7 1 5
S e v e r 2 15 3 382 3 382

T o t a l , U h l ■ii L iia 8 .5 5 9

P e r c e n t  • e l l U d £ 4 J I
T h e  a b o v e  p e r c e n t  c a l c u l a t i o n s  r e p r e s e n t  c h e  r e d u c t i o n  
i n  c h e  c o v e r a g e  o f  e c o n o m i c  r e g u l a t i o n  u n d e r  e a c h  
r e v e n u e  s c e n a r i o :  h o w e v e r ,  w e  c a u t i o n  c h e  i n f e r e n c e  
f r o m  c h e  c a b l e  c h a t  A P U C ' s  w o r k l o a d  w o u l d  d e c r e a s e
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p r o o o r c i o n a c a  c o  c h a  d e c r e a s e  i n  e h *  n u m b e r  at 
u t i l i t i e s .  W h i l e  t h e r e  c e r t a i n l y  i h o u l d  b e  SOm« 
r e l a t i o n s h i p ,  t h e  c o a a i s s i o n  h a s  n o  t i m e  c h e a t  d a t a  
a v a i l a b l e  t o  c o r r e l a t e  t h e s e  f a c t o r s .

I n  d o n c e r t  w i t h  a n  a m e n d m e n t  t o  a x a m p t  t h e s e  s m a l l e r  
u t i l i t i e s ,  t h e  f o l l o w i n g  a r e a s  i h o u l d  a l s o  b e  a d ­
d r e s s e d :

1. T h e  p e t i t i o n  p r o v i s i o n  w h i c h  a l l o w s  c u s t o m e r s  t o
r e q u e s t  e c o n o m i c  r e g u l a t i o n  o f  e x e m p t e d  u t i l i t i e s  
s h o u l d  b e  a m e n d e d .  A l a s k a  S t a t u t e  4 2 . 0 2 . 7 1 1  
p r e s e n t l y  r e q u i r e s  22Z o f  a n  e x e m p t e d  u t i l i t y ' s
s u b s c r i b e r s  c o  s i g n  t h e  p e t i t i o n .  We b e l i e v e  t h a t
t h i s  i s  m u c h  t o o  g r e a t  a n  o b s t a c l e  t o  o v e r c o m e  a n d  
r e c o m m e n d  t h a t  a n  e l e c t i o n  b e  c a l l e d  i f  APUC 
r e c e i v e s  a  p e t i t i o n  d e m o n s  e r - i t i n g  s i g n i f i c a n t  
c o n s u m e r  i n t e r e s t .  F o r  e x a m p l e ,  Cho p e t i t i o n  
r e q u i r e m e n t  c o u l d  b e  s e c  a t  t h e  l e s s e r  o f  2Z o r  
200 c u s t o m e r s .

2 .  T h i s  p r o p o s e d  g r o s s  r e v e n u e  e x e m p t i o n  s t a t u t e  
s h o u l d  n o t  t a k e  e f f e c t  f o r  6 m o n t h s  c o  a l l o w  
u t i l i t y  c u s t o m e r s  w ho  w i s h  t o  r e t a i n  r e g u l a t i o n  t o  
d o  s o  w i t h o u t  i n t e r r u p t i o n .

3 .  T h e  r e s u l t s  o f  p a s t  d e r e g u l a t i o n  e l e c t i o n s  s h o u l d  
b e  h o n o r e d ,  t h u s  n o t  r e q u i r i n g  a  n e w  v o t e  o n  
f a i l e d  d e r e g u l a t i o n  e l e c c i o n a .

4. T h e  c u s t o m e r s  w h o  c o n t i n u e  c h e  b e n e f i t s  o f  A P U C ' s  
e c o n o m i c  r e g u l a t o r y  o v e r s i g h t  s h o u l d  b e  e x p e c t e d  
t o  p e y  f o r  t h i s  s e r v i c e  ( S e e  R e c o m m e n d a t i o n  
N o .  2).

E .  A l a s k a  S t a t u t e  4 2 . 0 2  s h o u l d  b a  a m e n d e d  t o  c e a s e  m a n ­
d a t o r y  e c o n o m i c  r a g u l a t i o n  o f  c e r t a i n  u t i l i t i e s  o v n T q  
b y  p o l i t i c a l  s u b d i v i s i o n s .

A l a s k a  S t a t u t e  4 2 . 0 2 . 7 1 1 ( b )  g e n e r a l l y  e x e m p t *  u t i l i t i e s  
o w n e d  b y  p o l i t i c a l  s u b d i v i s i o n *  f r o m  e c o n o m i c  r e g u l a ­
t i o n ,  u n l e s s  t h e y  s o  e l e c t .  H o w e v e r ,  i t  a l s o  p r o v i d e s  
t h a s  i f  a n y  o f  a  s u b d i v i s i o n ' s  u t i l i t i e s  d i r e c t l y  
c o m p e t e s  w i t h  a n y  o c h e r  c e r t i f i c a t e d  u t i l i t y  t h e n  a l l  
C h e  s u b d i v i s i o n  s  u t i l i t i e s  s h a l l  b e  e c o n o m i c a l l y  
r t g u l a c a d .  We p r e s u m e  C h e  i n t e n t  o f  t h i s  p r o v i s i o n  w a s  
t o  e l i m i n a t e  t h e  w e s t i n g  o f  r e s o u r c e s  f r o m  f a c i l i t y  
d u p l i c a t i o n  r a s u l c i n g  f r o m  c h a  t h a n  o n g o i n g  a l a c c r l c  
s e r v l c a  a r e a  d i s p u t e  a s  w e l l  a s  p r e v e n t i n g  t h e  c r o s s -  
s u b s i d i z a t i o n  o f  r a c e s  w h i c h  m i g h t  a c c o m p a n y  s u c h  a  
d i s p u c a .  T h e  o n l y  u t i l i t i e s  f a l l i n g  u n d a r  t h i s  p r o ­
v i s i o n ,  a t  p r e s e n t ,  a r e  o w n e d  b y  t h e  M u n i c i p a l i t y  o f  
A n c h o r a g a .
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T h a  A n c h o r a g e  s e r v i c e  t r e e  d l t p u c a  h a s  b e e n  r e t o l v e d  
e n d  C h a  p r e s e n t  d a y  c o m p e t i t i o n  i t  i n  c h e  f o r a  o f  
e c o n o m y  e n e r g y  s a l e *  o f  e l e c t r i c i t y  t n d  p e r h a p s  t e l e ­
p h o n e  c c s * u n i c a t i o n  s y i t e a * .  T h i s  t y p e  o f  c o m p e t i t i o n  
d o e e  n o t ^ e n c o u r a g e  c h e  m a s s i v e  f a c i l i c y  d u p l i c a c i o n  o r  
c h e  c r o s s - s u b s i d i z a t i o n  o f  r a t a a  c h a t  a  s e r v i c e  a r e a  
d i s p u t e  m i g h t .  S e r v i c e  a r e a  c o n c e r n s  c a n  b e  a d e q u a t e l y  
a d d r e s s e d  t h r o u g h  c h e  c e r t i f i c a c i o n  p r o c e s s  w i t h o u t  
e c o n o m i c  r e g u l a t i o n .

I n  c o n j u n c t i o n  w i t h  a n  a m e n d m e n t  t o  d e l e t e  c h i s  m a n ­
d a t o r y  e c o n o m i c  r e g u l a t i o n ,  t h e  f o l l o w i n g  a r e a s  s h o u l d  
a l s o  b e  a d d r e s s e d :

1 .  T h e  u t i l i t i e s  p r e v i o u s l y  r e g u l a t e d  b y  APUC d u e  co  
c o m p e t i t i o n  s h o u l d  c - i t i n u a  c o  b a  s o  r e g u l a t e d  
u n l e s s  r e j e c t e d  b y  c h e  g o v e r n i n g  b o d y .

2 .  A g o v e r n i n g  b o d y  s h o u l d  b e  a l l o w e d  t o  w i t h d r a w  a  
p r e v i o u s  e l e c t i o n .

3 .  T h a  c o n s u m e r s  w h o ,  t h r o u g h  t h e i r  l o c a l  g o v e r n m e n t ,  
h a v e  c h o s e n  c o  c o n t i n u e  t h e  b e n e f i t s  o f  APUC’ s 
e c o n o m i c  r e g u l a t o r y  o v e r s i g h t  s h o u l d  b e  e x p e c t e d  
t o  p a y  f o r  c h i s  s e r v i c e .  S p e c i f i c a l l y ,  c h e  
M u n i c i p a l i t y  o f  A n c h o r a g e  A s s e m b l y  s h o u l d  d e c i d e  
w h e t h e r  t h e i r  u t i l i t i e s  s h o u l d  b e  r e g u l a t e d  
l o c a l l y  o r  b y  APUC. I f  t h e y  c h o o s e  c o  '’h i r e ” APUC 
c o  o e r f o r m  c h i s  r e g u l a t o r y  f u n c t i o n  i n  t h e i r  
b e h a l f ,  c i t i z e n s  f r o m  a l l  a c r o s s  c h e  S t a t e  s h o u l d  
n o t  b a  f o r c e d  c o  p a y  f o r  c h a t  s e r v i c e  w i t h  G e n e r a l  
F u n d s  ( S e e  R e c o m m e n d a t i o n  H o .  2 ) .

R e c o m m e n d a t i o n  Ho .  2

A l a s k a  S t a t u t e  * 2 . 0 5  a n d  A l a s k a  S t a t u t e  4 2 . 0 6  s h o u l d  b e
a m e n d e d  t o  m o r e  f u l l y  a l l o c a t e  c h a  c o s e s  o f  r e g u l a t i o n -!

APUC i s  c u r r e n t l y  b e i n g  f u n d e d  p r i m a r i l y  b y  G e n « r a l  F u n d s  
w i t h  a  p r o g r a m  r e c e i p t s  s u p p l e m e n t  f r o m  p a r t i a l  d i r e c t  
a l l o c a t i o n *  o f  c o e e .  T h e  s t a t u t e s  r e q u i r e  c h e  c o s t  o f
i n v e s t i g a t i o n *  a n d  h e a r i n g s  t o  b e  a l l o c a t e d  a m o n g  c h e  
p a r t i e s ,  i n c l u d i n g  c h e  c o m m i s s i o n ,  e s  i s  j u s t  u n d e r  c h a  
c i r c u m s t a n c e * .  T h e  c o m m i s s i o n  h a s  t r a d i t i o n a l l y  n o t  a l l o ­
c a t e d  c o s t *  t o  i t s e l f  a n d  h a a  a l l o c a t e d  o n l y  c h a  h i r e d  
c o n s u l t a n t  f a e a , a t t o m a y  g a n a r a l  s e r v i c e s ,  a n d  o c h e r  
i n c r e m e n t a l  o u t - o f - p o c k e t  c o s t s .  I n  a  1988 d a c i a i o n ,  t h a  
A l a s k a  S u p r e m e  C o u r t  i n t e r p r e t e d  c h e  p r e s e n t  s t a t u t e s  o n
c o s t  a l l o c a t i o n s  c o  d i s a l l o w  a t t o r n e y  g e n e r a l  s e r v i c e s . T h e  
c o u r t  a l s o  r e m a n d e d  c h e  c a s e  b a c k  c o  c h a  c o m m i s s i o n  t o  
d e t e r m i n e  w h a t  p o r t i o n  o f  t h e  c o s t  a l l o c a t i o n  t h e y  s h o u l d  
a b s o r b .
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Basic f a i r n e s s  p r e s c r i b e s  t h a t  o n l y  t h a  c o n s u m e r s  who 
b e n e f i t  f r o m  c h a  r e g u l a t o r y  s e r v i c e s  p r o v i d a d  b y  APUC s h o u l d  
p a y  t h «  c o a c  o f  c h i s  s a r v i c a .  T h i s  i s  c h a  " u s e r  f e e "  
c o n c e n t  o f  f u n d i n g .  A f u n d i n g  m e t h o d  s h o u l d  a l i o  b a  d e ­
s i g n e d  t o  a l l o w  r a s p o n s i v a  a d j u s t m e n t s  c o  b a  n a d a  i n  c h a  
l a v a l  o f  * r e g u l a t i o n  a s  d a a i r a d  b y  c o n s u m e r s .  W i t h  c h a s a  
c r i c a r i a  i n  m i n d ,  v a  h a v e  b r i a f l y  c o o a a n c o d  o n  c h r a a  p r a d o m -  
i n a c a  a l c a m a c i v a s .

To  c h a  e x t a n t  o f  i t s  g a n a r a l  f u n d i n g ,  a n y  a p p r o a c h  f a i l s  t o  
e q u i t a b l y  m a t c h  t h a  r e g u l a t o r y  c o a c  t o  c h a  c o n s u a a r s  who 
b a n a f i c .  G a n a r a l  f u n d i n g  m a y  b a  v i e w e d  a s  a  p a y m e n t  b y  a l l  
c i t i z e n s  a l l  a c r o s s  c h a  S c a t a ,  w h i l a  c h a  b a n a f i c  m a *  a c c r u a  
p r i m a r i l y  t o  c o n s u m a r s  i n  A n c h o r a g e .  T h a  u t i l i t i e s  o w n e d  b y  
c h e  M u n i c i p a l i t y  o f  A n c h o r a g e  h a v e  c o n t r i b u t e d  g r e a t l y  co  
t h a  c o m m i s s i o n ' s  w o r k l o a d ,  y e t  a  s i g n i f i c a n t  p o r t i o n  o f  c h a  
t o t a l  c o s t  o f  c h a  p r o c e e d i n g s  i s  p a i d  o u t  o f  G e n e r a l  F u n d s .

G a n a r a l  f u n d i n g  i s  a l s o  l a s s  r a s p o n s i v a  c o  a p p r o p r i a t e  
r e g u l a t o r y  l e v e l s )  i n  f a c t ,  i t  p r o b a b l y  w a s t e s  s o m a  o f  t h e  
S t a t e ' s  d w i n d l i n g  r e s o u r c e s .  G i v e n  t h a t  t h e r e  i s  a  r e g u l a ­
t o r y  c o s t / b e n e f i t  b r a a k - e v a n  p o i n t  a n d  t h a t  c e r t a i n  c o n s u a ­
a r s  a r e  g i v e n  c h e  o p p o r t u n i t y  t o  e l e c t  f u l l  e c o n o m i c  r e g u l a ­
t i o n ,  g e n e r a l  f u n d i n g  w i l l  l i k e l y  b e  p e r c e i v e d  a s  p a y m e n t  b y  
" s o m e o n e  e l s e "  w i t h  c h e  r e s u l t  t h a t  r e g u l a t i o n  w i l l  a l w a y s  
b e  e x c o n d e d  p a s t  c h i s  b r e a k - e v e n  p o i n t .  T h u s ,  g o v e r n m e n t  i s  
p r o v i d i n g  a n  u n n e c e s s a r y  s e r v i c e .

F u n d i n g  o f  APUC t h r o u g h  a  g r o s s  r e c e i p t s  t a x  l e v i e d  a g a i n s t  
c h e  u c i l i t i e s  a n d  p i p e l i n e s  c h a t  i s  p a s s e d  t h r o u g h  co  
c o n s u m e r s  c o u l d  p r o v i d e  a  r e a s o n a b l e  m a t c h i n g  o f  c o s t s  co  
b e n e f i c i a r i e s .  T h i s  a s s u m e s  t a x  r a t e s  w e r e  e s t a b l i s h e d  b y  
u t i l i t y  s i z e ,  b y  i n d u s t r y ,  a n d  b y  l e v e l  o f  r e g u l a t i o n .  
H o w e v e r ,  t h e r e  w o u l d  a l w a y s  b e  i n e q u i t i e s .

T h i s  t a x  a p p r o a c h  w o u l d  b e  r e s p o n s i v e  t o  r e g u l a t o r y  n e e d s  
o n l y  c o  c h e  e x t a n t  t h a t  c h e  m a t c h i n g  i s  a c c u r a t e .  H o w e v e r ,  
t a x a t i o n  h a s  t r a d i t i o n a l l y  f o c u s e d  o n  a b i l i c y  c o  b e a r  r a t h e r  
c h a n  r e s o u r c e  u t i l i z a t i o n  a n d ,  c h u s ,  s u c h  a  f u n d i n g  a p p r o a c h  
m a y  n o t  b e  r e s p o n s i v e .  F o r  e x a m p l e ,  i f  a  t a x  w a s  d e s i g n e d  
w h i c h  l e v i e d  100Z o f  c h e  c o m m i s s i o n ' s  c o s t s  a g a l n s c  c h e  
p i p e l i n e  c o m p a n i e s  a n d  n o n e  c o  c h e  u t i l i t i e s ,  c h i s  a p p r o a c h  
w o u l d  d o  n o t h i n g  c o  r e d u c e  u n n e c e s s a r y  r e g u l a t i o n  o f  c h e  
u t i l i t i e s .

F u l l  a n d  d i r e c t  a l l o c a t i o n  o f  c h e  c o m m i s s i o n ' s  c o s t s  p r o ­
v i d e s  c h e  m o s t  a c c u r a t e  a n d  d e f e n s i b l e  m a t c h i n g  a m o n g  c h e  
t h r e e  a l t e r n a t i v e s .  As s u c h ,  i t  w o u l d  n o t  o n l y  b e  a n  
e f f e c t i v e  m e t h o d  i n  e l i m i n a t i n g  u n w a r r a n t e d  g o v e r n m e n t  
r e g u l a t i o n  b u t  i t  c o u l d  a l s o  m a k e  c h e  r e g u l a t o r y  p r o c e s s  
m o r e  e f f i c i e n t  b y  e n c o u r a g i n g  a d e q u a t e  a n d  a p p r o p r i a t e  
f i l i n g s .

T o  a d m i n i s t e r  t h i s  f u l l  a l l o c a t i o n  p r o g r a m  w o u l d  r e q u i r e  
t i m e  s h e e t s  f o r  c o m m i s s i o n  s t a f f  a n d  a t t o r n e y  g e n e r a l
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s e r v i c e s ,  t a d  c h e  u s e  o f  a c c o u n t  c o d a *  c o  s h a r e  d o c k e t  
p r o c e e d i n g  c o s e s  a m o n g  c h a  p a r t i e s  a n d  c o  a l l o w  r e c o v e r y  0 f  
g e n e r a l  o v e r h e a d .  T h a  a d m i n i s c r a c i v a  c o a t  o f  c h i s  p r o g r a m  
s h o u l d  b a  l a s s  c h a n  v l c h  c h a  t a x  a p p r o a c h  b u t ,  o f  c o u r s e  
g r a a c a r  c h a n  w l c h  c h a  G a n a r a l  F u n d  d a a i g n .  T h e a a  c o a c i  
c o u l d  p o t e n t i a l l y  b a  o f f s e t  b y  l n c r a a a a d  s t a f f  e f f i c i e n c y  
t h r o u g h  c i a a  s h a a c  a c c o u n t a b i l i t y . Wa b e l i e v e  c h a  b a n a f i c *  
o f  a  f u l l - c o s t  a l l o c a t i o n  p r o g r a m  w o u l d  f a r  o u t w e i g h  a  
s l i g h t l y  h i g h e r  a d m i n i s c r a c i v a  c o a c .

B a a e d  u p o n  c h a  a b o v e ,  wa  r e c o m m e n d  c h a t  c h e  s t a t u t e s  b a  
a m e n d e d  c o  a a c a b l i a h  a  f u l l - c o s t  a l l o c a t i o n  f u n d i n g  a p p r o a c h  
f o r  APUC.  I n  c o n j u n c t i o n  w i t h  c h i a  s h i f t  c o w a r d  p r o g r a m
r a c a i p c a  f u n d i n g ,  AS 4 2 . 0 5 . 6 5 1  a n d  AS 4 2 . 0 6 . 6 1 0  s h o u l d  b a  
a m e n d e d ,  a s  f o l l o w s :

1 .  T h e s e  s t a t u t e s  s h o u l d  b e  a m e n d e d  c o  s p e c i f y  c h a c  a l l  
c o s t a  o f  t h e  c o m m i s s i o n  m a y  b a  a l l o c a t e d .

2 .  A l a s k a  S t a t u t e  4 2 . 0 5 . 6 5 1  s h o u l d  b a  c h a n g e d  Co r e q u i r e  
i n t e r i m  a l l o c a t i o n ,  r a t h e r  c h a n  a w a i t i n g  c o m p l e t i o n  o f  
a  p r o c e e d i n g .  T h e  c o m m i s s i o n  h a s  e s t i m a t e d  c h a i r  
u n b i l l e d  u t i l i t y  a l l o c a t i o n s  a t  $ 1 . 6  m i l l i o n  w i t h  a n  
a v e r a g e  a g e  o f  3 . 0  y e a r s .  V e  n o t e  c h a c  t h e  r e l a t e d  
p i p e l i n e  s t a t u t e ,  a t  AS 4 2 . 0 6 . 6 1 0 ,  a l r e a d y  r e q u i r e s  
i n t e r i m  b i l l i n g s .  H o w e v e r ,  APUC d o e s  n o t  a p p e a r  t o  b e  
i n  c o m p l i a n c e ,  w i c h  c h a i r  e s t i m a t e d  u n b i l l e d  p i p e l i n e  
a l l o c a t i o n s  a t  $ 2 . 1  m i l l i o n  w i c h  a n  a v e r a g e  o f  4 .7
fe a r s .  F u r t h e r ,  APUC s h o u l d  a m e n d  t h e i r  r e g u l a t i o n  a t  

AAC 4 8 . 1 5 7  w h i c h  p r o v i d e s  f o r  c o s t  a l l o c a t i o n s  a f t e r  
p i p e l i n e  h e a r i n g s  r a t h e r  c h a n  o n  c h e  r e q u i r e d  i n t e r i m  
b a s i s .

3 .  T h e s e  s t a t u t e s  p r e s e n t l y  r e q u i r e  a l l o c a t i o n  t o  c h e  
p a r t i e s  o f  a  p r o c e e d i n g  i n c l u d i n g  c h e  c o m m i s s i o n j  t h e s e  
s h o u l d  b e  m o d i f i e d  t o  e x c l u d e  t h e  c o m m i s s i o n .  H o w e v e r ,  
t h e  p r o v i s i o n s  a l l o w i n g  EKe c o m m i s s i o n  t o  a l l o c a t e  
a m o n g  c h e  p a r t i e s  a s  i s  r e a s o n a b l e  a n d  j u s t  s h o u l d  b e  
r e t a i n e d ,  t h u s  c h e  c o m m i s s i o n  m a y  o c c a s i o n a l l y  a b s o r b  
s o m e  c o s t s  i n d i r e c t l y  a n d  h a v e  a  n e e d  f o r  m i n i m a l  
G e n e r a l  F u n d  m o n i e s .

4 .  F o r  e c o n o m i c a l l y  r e g u l a t e d  c o m p a n i s s ,  o n  a  c a s e - b y - c a * e  
b a s i s ,  C h e  c o m m i s s i o n  s h o u l d  b e  a l l o w e d  c o  d e t e r m i n e  
w h e t h e r  C h a  c o s t s  b e i n g  a l l o c a t e d  a r e  c o  b e  p a s s e d  
t h r o u g h  t o  c h e  c o n s u m e r s .

R e c o m m e n d a t i o n  N o .  3

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

T h a  c o m m i s s i o n  i s  a  q u a s i - j u d i c i a l  a g e n c y  w h i c h  i s s u e s  
d e c i s i o n s  b a s e d  u p o n  f i n d i n g  o f  f a c t  a n d  c o n c l u s i o n s  o f  l a w .

« U M A -16 -
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M r .  R a n d y  W e l k e r  
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  
S t a t e  o f  A l a s k a  
P .  o .  Box w
J u n e a u ,  A l a s k a  99811-3300

R e .  R e s p o n s e  t o  P r e l i a i n a r y  A u d i t  R e p o r t

D e a r  M r .  W e l k e r :

T h e  f o l l o w i n g  i s  t h e  r e s p o n s e  o f  t h e  C o m m i s s i o n  t o  t h e  p r e l i a i ­
n a r y  a u d i t  r e p o r t  a n d  r e c o a a e n d a t i o n s  s u b m i t t e d  b y  t h e  D i v i s i o n  
o f  L e g i s l a t i v e  A u d i t  o n  F e b r u a r y  14,  1989 ,  a s  a  r e s u l t  o f  i t s  
p e r f o r m a n c e  r e v i e w  o f  t h e  C o m m i s s i o n .

T h e  C o m m i s s i o n  c o n c u r s  w i t h  t h a  f u n d a m e n t a l  c o n c l u s i o n  o f  t h a  
r e p o r t  t h a t  t h e

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  i s  o p e r a t i n g  i n  a n  
e f f i c i e n t  a n d  e f f e c t i v e  m a n n e r  a n d  s h o u l d  c o n t i n u e  t o  
r e g u l a t e  p u b l i c  u t i l i t i e s  a n d  p i p e l i n e s .  ( P a g e  S . )

T h e  C o s m i s s i o n  d o e s  n o t  a g r e e  w i t h  a l l  o f  t h e  s t a t e m e n t s  o f  r e g ­
u l a t o r y  t h e o r y  a n d  p h i l o s o p h y  i n  t h e  p r e l i a i n a r y  a u d i t  r e p o r t  b u t  
h a s  f o c u s e d  i t s  c o m m e n t s  o n  t h e  a c t u a l  r e c o m m e n d a t i o n s .



A l a s k a  S t a t u t e  4 3 . 0 3  s h o u l d  b a  a m e n d e d  t o  c e a s e  c e r t i f i c a t i o n  a n d  
r a g u l a t i o n  o f  c o m p a n i e s  f u r n i s h i n g  c o l l e c t i o n  a n d  d i s p o a a l  a a r -  
v i c a  o f  g a r b a g e ,  r e f u s e ,  t r a a h .  o r  o t h e r  w a a t a  n o t a r i a l .

T h a  C o m m i s s i o n  s u p p o r t s  t h i s  r e c o m m e n d a t i o n  a a  i t  d i d  t h a  i d e n t i ­
c a l  r a c o a a a n d a t i o n  m a d e  i n  t h a  1979 a n d  1985 S u n s e t  A u d i t a .  T h a  
a u d i t o r * a  a t a t a a a n t  t h a t  t h a  p u b l i c  h a a l t h  a n d  a a n i t a t i o n  a a p a c t s  
o& t h i a  a a r v i c a  a r a  a o n i t o r a d  b y  l o c a l  g o v e r n m e n t s  a n d  t h a  De­
p a r t m e n t  o f  E n v i r o n a a n t a l  C o n a a r v a t i o n  a d d r a a a a a  t h a  C o a a i a a i o n * a  
p r e v i o u s  r a a a r v a t i o n  o n  d e r e g u l a t i o n .

R a c o a a a n d a t i o n  V e .  11

A l a s k a  S t a t u t e  4 2 . 0 3  a h o u l d  b o  a n a n d a d  t o  c a a a a  c e r t i f i c a t i o n  a n d  
r a g u l a t i o n  o f  r a d i o  c o m m o n  c a r r i a r a .

T h a  C o a a i a a i o n  c o n c u r a  w i t h  t h i a  r a c o a a a n d a t i o n  b a a a d  o n  t h a  
c h a r a c t e r  o f  r a d i o  c o a a o n  c a r r i e r  (RCC) e a r v i c a a  a n d  t h a  c u r r a n t  
r e g u l a t o r y  a t a t u a  o f  RCCa o p e r a t i n g  i n  t h e  a t a t a .  H o w e v e r ,  a a  
n o t e d  i n  t h e  C o a a i a a i o n ' a  r e a p o n a a  t o  t h a  s a n e  r a c o a a a n d a t i o n  i n  
t h a  1985 S u n s e t  A u d i t ,  f u t u r e  d e v e l o p m e n t *  i n  t h a  t e l a e o a a u n i c a -  
t i o n a  i n d u s t r y  n a y  r e q u i r e  r e i a p o a i t i o n  o f  RCC r a g u l a t i o n  a t  s o m a  
l a t a r  t i m e .

T h a  C o m m i s s i o n  a l a e  b e l i e v e s  t h a t  i t s  a u t h o r i t y  t o  p a r t i a l l y  o r  
f u l l y  d e r e g u l a t e  a  p a r t i c u l a r  u t i l i t y  i n d u s t r y  i n  r e a p o n a a  t o  
c u r r a n t  c i r c u m s t a n c e s  i s  a  d a a i r a b l e  a n d  a p p r o p r i a t e  s u p p l a a a n t  
t o  t h a  l e g i s l a t i v e  a c t i o n  a d v o c a t e d  b y  t h a  a u d i t o r .  A c c o r d i n g l y ,  
t h a  C o a a i a a i o n  r e q u e s t s  l e g i s l a t i v e  g u i d a n c e  o n  t h a  v a l i d i t y  o f  
i t s  d e c i s i o n  t o  e c o n o a i c a l l y  d e r e g u l a t e  t h a  RCC i n d u s t r y  i n  t h a  
e v e n t  t h i a  r a c o a a a n d a t i o n  i s  n o t  i m p l e m e n t e d  b y  s t a t u t e .

Racoaaemdatie* 3®. l&
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A l a s k a  S t a t u t e  4 3 . 0 3  s h o u l d  b e  a m e n d e d  t o  c a a a a  c e r t i f i e s  „ f  
c a J s l a  t e l e v i s i o n .  ~ ~ ~

T h a  C o a a i a a i o n  c o n c u r s  w i t h  t h i a  r a c o a a a n d a t i o n  w i t h  s o a a  
q u a l i f i c a t i o n s ,  a a  i t  d i d  v i t h  t h a  s a a a  r a c o a a a n d a t i o n  i n  t h a  
19«5  S u n s e t  A u d i t .  T h a  r a c o a a a n d a t i o n  a p p r o p r i a t e l y  a l i m i n a t a a  
t h a  a n o a a l y  i n  t h a  c u r r a n t  r e g u l a t o r y  a c h a a a  f o r  c a b l a  t a l a v i a i o n  
(CATV) a a r v i c a  w h e r e b y  CATV p r o v i d a r a  h o l d  m o n o p o l y  c e r t i f i c a t e s  
b u t  a r a  e c o n o m i c a l l y  d e r e g u l a t e d .  H o w e v e r ,  t h a  C o m m i a a i o n  w o u l d  
e n c o u r a g e  t h a  L e g i s l a t u r e  t o  u a a  i t a  l e g a l  a n d  r a a a a r c h  s t a f f s  t o  
e x a m i n e  t h a  i m p l i c a t i o n s  o f  t h a  f o l l o w i n g  o n  f u l l  CATV d s r e g u l a -  * 
t i o n s  (1) t h a  C a b l a  C o m m u n i c a t i o n s  P o l i c y  A c t  o f  1914 ,  (2) t h a  
F a d a r a l  C o m m u n i c a t i o n s  C o m m i s s i o n ' s  r a c a n t  i n l t i a t i v a a  t o  a l i m i -  
n a t a  t h a  e x i s t i n g  b a n  o n  c r o s s - o w n e r s h i p  o f  CATV a n d  t a l a p h o n a  
e o a p a n i a a ,  (3) t h a  a v a i l a b i l i t y  a n d  s t a t u s  o f  l o c a l  g o v e r n m e n t  
o v e r s i g h t ,  (4) s h a r a d  u s a  o f  r i g h t s - o f - w a y ,  (5) c o m m u n i t y  s c c a s s  
a n d  i n s t i t u t i o n a l  n e t w o r k  u s a  o f  CATV s y s t e m s ,  a n d  (•) d i s p o s i ­
t i o n  o f  c a r t i f i c a t s s  h a l d  b y  e x i s t i n g  CATV p r o v i d a r a .  I n  a n y  
a v a n t ,  a s  n o t  a d  i n  r e s p o n s e  t o  t h a  1915 S u n a a t  A u d i t  r s c o s a e n d a -  
t i o n ,  CATV c e r t i f i c a t i o n  i s  n o t  a  l a r g e  e l e m e n t  o f  t h a  C o m m i s ­
s i o n ' s  w o r k l o a d .

Recommendation Ve. 10

A l a n i a  m t u t a  <3  . 6 5  s h o u l d  b a  a m e n d e d  t o  e x t a n t  s m a l l e r  u t i l i ­
t i e s  f r c m  e c o n o m i c  r e g u l a t i o n .

T h a  C o m m i a a i o n  o p p o a a a  t h i s  r a c o m m e n d a t i o n  b e c a u s e  i t  d i s a g r e e s  
v i t h  t h a  a u d i t o r ' s  u n s u p p o r t e d  p r e s u m p t i o n  t h a t  t h a  c o s t  o f  
e c o n o m i c  r a g u l a t i o n  p r e s e n t l y  e x c e e d s  i t s  b e n e f i t s  f o r  s m a l l e r  
u t i l i t i e s .  R a t h e r ,  t h a  C o m m i s s i o n  c o n c l u d e s  f r o m  i t s  e x p e r i e n c e
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t h a t  r e g u l a t i o n  o f  s m a l l  u t i l i t i e s  i *  a t  t h e  c o r e  o f  i t s  p u b l i c  
p r o t e c t i o n  f u n c t i o n ,  e s p e c i a l l y  g i v e n  t h e  g e o g r a p h i c  a n d  d e ­
m o g r a p h i c  c h a r a c t e r i s t i c s  o f  A l a s k a *  T h e  C o m m i s s i o n  a l s o  
b e l i e v e s  t h a t  t h e  b u r d e n  a n d  c o s t  o f  r e g u l a t i o n  o n  s m a l l e r  u t i l i ­
t i e s  c a n  a n d  s h o u l d  b e  r e d u c e d  a d m i n i s t r a t i v e l y ,  a n d  i t  i s  c u r ­
r e n t l y  a d d r e s s i n g  t h i s  i s s u e .

A s  t h e  a u d i t o r  p o i n t s  o u t ,  i t  i s  e x t r e m e l y  d i f f i c u l t  t o  q u a n t i f y  
t h e  c o s t  o f  r e g u l a t i o n ,  b o t h  t o  t h e  r e g u l a t e d  a n d  t o  t h e  r e g u l a ­
t o r .  A t  t h e  s a m e  t i m e ,  i t  i a  r e l a t i v e l y  e a s y  t o  I n f l a t e  o r  d e ­
f l a t e  c o a t  f i g u r e s  t o  s u p p o r t  a  g i v e n  p r e d i s p o s i t i o n  f a r  o r  
a g a i n s t  r e g u l a t i o n .  R e g a r d l e s s  o f  a m o u n t ,  c o s t s  a r e  r e l a t i v e l y  
m e a n i n g l e s s  u n l e s s  t h e y  a r e  c o m p a r e d  t o  b e n e f i t s .

T h e  C o m m i s s i o n  a g r t a s  w i t h  t h e  a u d i t o r  t h a t  t h e  p r i m a r y  b e n e f i t s  
o f  r e g u l a t i o n  a r e  a  f i n a n c i a l l y  s t a b l a  u t i l i t y  w h i c h  p r o v i d e s  
r e l i a b l e ,  s a f e  s e r v i c e  t o  a l l  c u s t o m e r s  a t  r e a s o n a b l e ,  n o n -  
d i i c r i a i n a t o r y  r a t e s ,  w i t h  t h e  e x c e p t i o n  o f  22 w a t e r  c o m p a n i e s ,  
t h e  u t i l i t i e s  a f f e c t e d  b y  t h i a  r e c o m m e n d a t i o n  a r e  p r o v i d i n g  s e r ­
v i c e  i n  r u r a l  A l a s k a  a n d  a r e  p r e d o m i n a n t l y  e l e c t r i c  u t i l i t i e s .
I t  h a s  b e e n  t h e  C o m m i s s i o n ' s  e x p e r i e n c e  t h a t  t h e  n e e d  f o r  r e g u l a ­
t i o n  a n d  t h e  p o t e n t i a l  b e n e f i t s  p r o v i d e d  b y  r e g u l a t i o n  a r e  f r e ­
q u e n t l y  g r e a t e r  f o r  s m a l l e r  u t i l i t i e s  t h a n  f o r  l a r g e r  u t i l i t i e s  
f o r  m a n y  r e a s o n s ,  i n c l u d i n g ,  t h e  l o g i s t i c a l  c h a l l e n g e  o f  o p e r a t ­
i n g  i n  r e m o t e  l o c a t i o n s ;  i n e x p e r i e n c e d  p e r s o n n e l ;  u n s a f e  f a c i l i ­
t i e s  a s  a  r e s u l t  o f  n o n - c o m p l i a n c e  v i t h  t h e  N a t i o n a l  E l e c t r i c  
S a f e t y  C e d e ;  l a c k  o f  f a m i l i a r i t y  v i t h  u t i l i t y  m a n a g a m e n t ,  m a i n ­
t e n a n c e ,  a n d  a c c o u n t i n g  p r c c a d u r s s ;  d i s c r i m i n a t o r y  a c t i o n s  b y  
u t i l i t y  m a n a g e m e n t ;  f a i l u r e  t o  r e q u e s t  r a t e  i n c r e a s e s  w h e n  
n e e d e d ;  a n d  p r o c u r e m e n t  o f  w r o n g  e q u i p m e n t .  I n  a d d i t i o n ,  i t  c a n  
b e  a r g u e d  t h a t  t h e  c o n s u m e r s  i n  r u r a l  A l a s k a  a r e  e v e n  m o r e  c a p ­
t i v e  t h a n  t h o s e  i n  t h e  u r b a n  a r e a s ,  a n d ,  t h e r e f o r e ,  a r e  p a r t i c u ­
l a r l y  d e p e n d e n t  o n  a  h i g h  l e v e l  o f  p r o t e c t i o n .



A l t h o u g h  *& •  r e d u c t i o n  i n  w o r k l o a d  w o u l d  b o  a p p r o x i m a t e l y  coamen- 
i u x a t o  w i t h  t h e  l o o *  o f  C o m m i s s i o n  s t a f f  o v e r  t b s  p a s t  t h r e e  
y e a r s  i f  t h l g  r e c o m m e n d a t i o n  w a r a  e n a c t e d ,  a n d  f r o *  t h a t  s t a n d ­
p o i n t  m a y  b a  a p p e a l i n g ,  t h a  C o a a i a a i o n  d o a a  n o t  b a i i a v a  t h a t  t h a  
p u b l i c  i n t a r a s t  w o u l d  b a  a a r v e d  b y  v h o l a s a l a  d e r e g u l a t i o n  o f  
u t i l i t i a s  s e r v i n g  p a r h a p s  t h a  m o s t  ( o r  o n a  o f  t h a  m o r e )  v u l -  
n a r a b l a  s a g a a n t ( s )  o f  t h a  r a t a p a y i n g  p u b l i c .

T h a  C o a a i a a i o n  b a l i a v a a  t h a t  t h a  c o n c a m  a b o u t  t h a  c o a t  o f  r a g ­
u l a t i o n  t h a t  h a s  b a a n  v o i c a d  b y  t h a  a u d i t o r  a s  w a l l  a s  o t h a r s ,  
f o r  t h a  m o a t  p a r t ,  l a  d i r a c t a d  a t  t h a  e x p e n s e  ( b o t h  i n  t i n e  a n d  
d o l l a r s )  a s s o c i a t e d  w i t h  r e g u l a t o r y  r e q u i r e m e n t s  w h a n  a  u t i l i t y  
d e s i r e s  o r  n e e d s  t o  c h a n g e  i t s  r a t e s .  T h a  C o s m i s s i o n  h a s  r e c o g ­
n i z e d  f o r  s o m e  t i n s  t h a t  t h a  r e g u l a t o r y  s c h e m e  t h a t  e x i s t s  a n d  
h a s  b e e n  a p p l i e d  t o  b o t h  l a r g o  a n d  s m a l l  u t i l i t i a s  s h o u l d  b a  ax-  
a a i n a d .  T o  t h a t  a n d ,  o n  F e b r u a r y  3 ,  1 9 8 9 ,  t h a  C o s a i s s i o n  h a s  
i s s u e d  a N o t i c e  o f  I n q u i r y .  T h e  p u r p o s e  o f  t h e  I n q u i r y  i s  t o  
r e c e i v e  i n f o r m a t i o n  w h i c h  w o u l d  a s s i s t  t h a  C o s a i s s i o n  i n  p r o p o s ­
i n g  r e g u l a t i o n s  t o  s i a p l i f y  r a t a  a n d  o t h e r  r e g u l a t o r y  p r o c e e d i n g s  
f o r  s m a l l e r  u t i l i t i e s .  A c o p y  o f  t h i s  o r d e r  i s  a t t a c h e d ,  ( l e e  
A p p e n d i x  A . )

I n  s u m m a r y ,  t h a  C o s a i s s i o n  b e l i e v e s  t h a t  t h a  i s s u e  o f  t h e  c o s t  o f  
r e g u l a t i o n  a s  i t  r e l a t e s  t o  t h a  s s a l l a r - s i z e d  u t i l i t i e s  c a n  b a  
s u b s t a n t i a l l y  m i t i g a t e d  t h r o u g h  a d m i n i s t r a t i v e  p r o c e d u r e s  r a t h e r  
t h a n  l e g i s l a t i o n  w h i c h  w o u l d  a l i a i n a t a  t h a  i m p o r t a n t  p u b l i c  p r o -  
t a c t i o n  f u n c t i o n  t o d a y  p r o v i d e d  b y  e c o n o m i c  r e g u l a t i o n .

H o w e v e r ,  i f  t h a  L e g i s l a t u r e  b a l l e v e s  p u b l i c  p o l i c y  i s  b a t t e r  
s e r v e d  b y  d e r e g u l a t i n g  s m a l l e r  u t i l i t i a a ,  t h a  C o m m i s s i o n  w o u l d  
p r o p o s e ,  a s  i t  d i d  i n  r e s p o n s e  t o  t h a  1985 S u n s e t  A u d i t ,  t h a  f o l ­
l o w i n g  a m e n d m e n t  t o  AS 4 2 . 0 3 . 7 1 1  t o  e x p a n d  t h e  d e r e g u l a t i o n  e l e c ­
t i o n  p r o c e s s  f o u n d  i n  AS 4 2 . 0 3 . 7 1 2  w h i c h  w o u l d  r e p l a c e  t h a  p r o v i ­
s i o n s  o f  AS 4 2 . 0 3 . 7 1 1 ( e ) ,  ( f ) ,  ( g ) , a n d  (1 ) :

- 3
• -29 -
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A l l  u t i l i t i e s  w h i c h  h a '  3 g r o s s  r e v e n u e s  o f  * 9 0 0 ,0 0 0  
o r  l e s s  s a a y  s l e d :  t o  b e  e x s a p t  f r c a  t h a  p r o v i s i o n s  o f  
A J  4 2 . 0 3 ,  O t h e r  t h a n  A J  4 2 . 0 3 . 2 2 1 * 4 2 . 0 3 . 2 2 1 ,  u n d e r  
t h e  p r o c e d u r e *  d e s c r i b e d  i n  A J  4 2 . 0 3 . 7 1 2 .

T h i s  a p p r o a c h  c o n f o r m s  v i t h  t h a  c o s a i s s i o n * s  p o s i t i o n  t h a t  r e g -  
u l a t i o n  f o r  u t i l i t i a s  t h a t  h a r a t o f o r a  h a v a  f a a a n  r e g u l a t e d  s h o u l d  
b e  c o n t i n u a d  u n l a s s  t h a  p a c p l a  a o s t  a f f a c t e d ,  t h a  c o n s u a a r s ,  v o t e  
t o  b e e o s e  d e r e g u l a t e d .

T h a  C o n l a s t l o n  a l s o  c o n c u r s  w i t h  t h a  a u d i t o r ' s  s u g g e s t i o n  t h a t  
c o n s i d e r a t i o n  b e  g i v e n  t o  r e d u c i n g  t h a  n u a b e r  o f  c u a t c a a r s  r e ­
q u i r e d  t o  p e t i t i o n  f o r  r a g u l a t i o n  u n d e r  A J  4 2 . 0 3 . 7 1 1 .

R a e o s & a a d a t i o a  J o .  13

A l a s k a  S t a t u t e  4 2 . 0 3  s h o u l d  b e  a a a n d e d  t o  c e a s e  m a n d a t o r y  
a c o n o a l c  r e g u l a t i o n  o f  c e r t a i n  u t i l i t i a s  o w n e d  b y  p o l i t i c a l  
s u b d i v i s i o n s .

T h e  C o s a i s s i o n  s u p p o r t s  t h e  p h i l o s o p h y  u n d e r l y i n g  t h i s  r a c o s a a n -  
d a t i o n .  H o w e v e r ,  t h e  C o s a i s s i o n  d o e s  n o t  b e l i e v e  t h a t  e l i m i n a ­
t i o n  o f  A J  4 2 . 0 5 . 7 1 1 ( b ) ( 2 )  i s  n e c e s s a r y  t o  a c h . l a v a  t h e  a u d i t o r ' s  
o b j e c t i v e  a n d  h a s  p r o p o s e d  a n  a l t e r n a t i v e  l e g i s l a t i v e  a p p r o a c h  
a n d  l a n g u a g e .

I t  i s  r e a s o n a b l e  t h a t  i f  r e g u l a t i o n  i s  e l e c t e d  a t  o n e  t i n e  b y  a  
g o v e r n i n g  b o d y  a s  c u r r e n t l y  p r o v i d e d  u n d e r  A J  4 2 . 0 3 . 7 1 1 ( b ) ( 1 ) ,  
t h a n  a  f u t u r e  g o v e r n i n g  b o d y  s h o u l d  h a v e  s i m i l a r  a u t h o r i t y  t o  
v o t e  t o  r e v o k e  t h a t  e l e c t i o n .  I f  s u c h  r e v o c a t i o n  i s  t x s r s i s e d ,  
i t  i s  p r e s u a e d  t h a t  t h e  p u b l i c  p r o t e c t i o n  f u n c t i o n  p r o v i d e d  b y  
t h e  C o s a i s s i o n  w i l l  b e  a s s u a e d  b y  t h e  g o v e r n i n g  b o d y  o f  t h a



p o l i t i c a l  s u b d i v i s i o n ,  t h u s  g i v i n g  a f f a c t o d  c o n a u a a r a  a  f o r u m  a n d  
r a c o u r s a  f o r  c o n c e r n s  a n d  e o m p l a i n t a .

T h e  C o a a i a a i o n  r a c o g n i r a s  t h a t  t h i a  r a c o a a a n d a t i o n  p r a a a n t l y  i f .  
f a c t a  o n l y  t h a  M u n i c i p a l i t y  o f  A n c h o r a g e .  Z t  i a  p a r t i n a n t  t o  
c o n a i d a r a t i o n  o f  t h i a  r a c o a a a n d a t i o n  t h a t ,  a t  t h a  p r a a a n t  t i a a ,  
t h a r a  a r a  a  n u m b e r  o f  o u t a t a n d i n g  i a o u a a  b e f o r e ,  a n d  o u t a t a n d i n g  
r a q u i r e m c n t a  b y ,  t h a  C o a a i a a i o n  f o r  t h a  A n e h o r a g a  W a t a r  a n d  
w a a t o v a t a r  U t i l i t y  ( s a v o r ) ,  t h a  A n e h o r a g a  T a l o p h o n a  U t i l i t y ,  a n d  
t h a  A n e h o r a g a  M u n i c i p a l  L i g h t  a n d  P o v a r  D e p a r t m e n t . * i t  i «  r e a -  
a o n a b l o  t o  a s s u m e  t h a t  t h a  A n e h o r a g a  A s s e m b l y  w o u l d  t a k a  i n t o  
c o n a i d a r a t i o n  t h a  a t a t u a  a n d  r a s u l t a  o f  p r o c a a d i n g a  b a f o r a  t h a  
C o a a i a a i o n  a t  a u e h  t i a a  a a  i t  c o n a i d a r s  a n y  d a c i a i o n  t o  a n d  
a e o n o a i c  r a g u l a t i o n  b y  t h a  C o a a i a a i o n .

^ D o c k a t  U - i7 - 4 7  i a  a n  i n v a a t i g a t i o n  i n t o  t h a  g a n a r a l  s a n a q a -  
a a n t  p r a c t i c e s  o f  A n c h o r a g e ' s  s e v e r  u t i l i t y .  Z n  D o c k e t s  u - l t - u  
a n d  U-S7-41  t h a  A n e h o r a g a  T e l e p h o n e  U t i l i t y  i a  b a f o r a  t h a  C o a m i s ­
s i o n  r e q u e s t i n g  a  54 .13% r a t a  i n c r e a s e  a n d  r e s p o n d i n g  t o  a n  i n ­
v e s t i g a t i o n  i n t o  t h a  g a n a r a l  a n d  f i n a n c i a l  m a n a g e m e n t  p r a c t i c e s  
o f  t h e  u t i l i t y .  C o m m i a a i o n  d e c i s i o n s  a r a  c u r r e n t l y  p e n d i n g  i n  
t h a s e  s e v e r  a n d  t e l e p h o n e  c a s e s .  A t  t h a  p r e s e n t  t i m e ,  t h e  
M u n i c i p a l  L i g h t  a n d  P o v a r  D e p a r t m e n t  i a  r e q u i r e d  t o  p r o v i d e  a n  
e q u i t y  m a n a g e m e n t  p l a n  a n d  o b t a i n  C o a a i a a i o n  a p p r o v a l  b a f o r a  f u r ­
t h e r  d e b t  r e f u n d i n g  i s  i s s u e d  b e c a u s e  o f  i t s  p o o r  f i n a n c i a l  
c o n d i t i o n .
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R a t h e r  t h a n  e l i m i n a t i n g  M 4 2 . 0 3 . 7 1 1 ( b ) ( 3 ) ,  s i  t h e  a u d i t o r  a p ­
p e a r s  t o  s u g g e s t , *  A J  4 2 . 0 5 . 7 1 1 ( b )  s h o u l d  b e  e x p e n d e d  t o  p r o v i d e  
f o r  d e r e g u l a t i o n  o f  a  m u n i c i p a l  e n t i t y  i f  i t a  g o v e r n i n g  b o d y  1 0 

e l e c t * ,  o n c e  c o m p e t i t i o n  n o  l o n g e r  e x i s t s  b e t v s e n  i t  a n d  o t h e r  
u t i l i t i e s , a n d  t o  a l l o v  t h e  g o v e r n i n g  b o d y  o f  a  p o l i t i c a l  s u b -  
d i v i s i o n  t o  r e v o k e  a  p r e v i o u s  e l e c t i o n .  T h e  C o m m i s s i o n  b e l i e v e *  
i t  i *  d e s i r a b l e  t o  c o n t i n u e  a  p r o t e c t i v e  m e c h a n i s m  f o r  r e g u l a t e d  
u t i l i t i e s  i n  t h e  e v e n t  a  f u t u r e  s i t u a t i o n  a r i s e s  i n v o l v i n g  c o a -  
p e t i t i o n  v i t h  a  m u n i c i p a l  u t i l i t y .  P r o p o s e d  l a n g u a g e  i s  a t ­
t a c h e d .  ( S e e  A p p e n d i x  B . )

R e c o m m e n d a t i o n  s o .  3

A l a s k a  S t a t u t e  4 2 . 0 5  a n d  4 2 . 0 6  s h o u l d  b e  a m e n d e d  t o  s o r e  f u l l y  
a l l o c a t e  t h e  c o s t a  o f  r e g u l a t i o n .

T h e  C o m m i s s i o n  c o n c u r s  i n  p a r t ,  a n d  o p p o s e s  i n  p a r t ,  t h i s  r e c o m ­
m e n d a t i o n .  T h e  C o m m i s s i o n  a g r e e s  v i t h  t h e  a u d i t o r ' s  s u g g e s t i o n  
t h a t ,  i n  l i g h t  o f  t h e  c u r r e n t  e c o n o m i c  c l i m a t e  a s  v e i l  a s  a  r e ­
c e n t  c o u r t  d e c i s i o n ,  d i s c u s s i o n  s h o u l d  b e  f o c u s e d  o n  t h e  a p ­
p r o p r i a t e  m e t h o d  t o  f u n d  t h i s  a g e n c y .  C l e a r l y ,  t h e  t i m e  i s  r i p e  
t o  e v a l u a t e  f u n d i n g  o p t i o n s ;  h o w e v e r ,  t h e  C o m m i s s i o n  d i s a g r e e *  
v i t h  t h e  m e t h o d  o f  f u n d i n g  a d v o c a t e d  b y  t h e  a u d i t o r .  R e g a r d l e s s  
o f  t h a  o u t c o m e  o f  t h e  b r o a d e r  f u n d i n g  d i s c u s e i o n ,  t h e  C o m m i s s i o n  
c o n c u r s  t h a t  Afl 4 2 . O S . € 5 1 (a) s h o u l d  b e  a m e n d e d  t o  a l l o v  i n t e r i m  
i l l o c a t i o n s  d a r i n g  s  p r o c e e d i n g  a n d  t o  e x c l u d e  t h e  C o m m i s s i o n  
f rom b e a r i n g  a n y  c o a t s  o f  a  h e a r i n g  o r  i n v e s t i g a t i o n .



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. If 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, 1f regulated.
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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. 
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UTILITY COMMISSION EXPENSE DETAIL

AWWU
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 10]800
Rental space for 16 hearings 0 $100 1,600

ATU
$62,500

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

SWS

$28,640

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 0 $210 $2,520
6 Special meetings 0 $280 1,680
2 Hearings for rates 0 $700 1,400
6 Complaint hearings 0 $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

P ro p o s e d  B i l l  t o  Exempt MOA From  E conom ic  R e g u la t i o n  

b y  A la s k a  P u b l i c  U t i l i t i e s  C om m iss ion
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SUMMARY

C u r r e n t  s t a t u t e s  a l l o w  m u n ic ip a l p u b l i c  u t i l i t i e s  t o  b e  exem p t f r o m  
ec on om ic  r e g u la t i o n  b y  t h e  APUC. Due t o  t h e  b o r d e r  d i s p u t e  b e tw een  
ML&P and  CEA t h e  u t i l i t i e s  o f  MOA w e re  s u b je c t  t o  r e g u l a t i o n .  The 
b o r d e r  d i s p u t e  and  c o m p e t i t io n  b e tw een  ML&P and CEA h a s  b e e n  r e s o lv e d  
and  t h e r e  i s  n o  need  f o r  e c o n om ic  r e g u la t i o n  b y  APUC. The c u r r e n t  
s t a t u t e  d o e s  n o t  make i t  c l e a r  a s  t o  how t h e  m u n ic ip a l p u b l i c  u t i l i ­
t i e s  becom e e x em p t .

The p r o p o s e d  b i l l  w ou ld  a l l o w  m u n ic ip a l p u b l i c  u t i l i t i e s  t o  b e  exem pt 
f r o m  APUC r e g u la t i o n  u n le s s  th e  M u n ic i p a l i t y  a l lo w e d  a  u t i l i t y  t o  b e  
r e g u la t e d .

0 No e f f e c t  on  r u r a l  e l e c t r i c  a s s o c i a t i o n ' s  o r  i n v e s t o r  owned 
u t i l i t i e s .

0 L e g i s l a t i v e  a u d i t  fo u n d  i n  F e b ru a r y  1 9 8 9  t h a t  m u n ic ip a l p u b l i c  
u t i l i t i e s  s h o u ld  n o t  b e  r e g u la t e d  b y  th e  APUC.

0 A n c h o ra g e 's  m u n ic ip a l p u b l i c  u t i l i t i e s  a r e  th e  o n l y  o n e s  i n  th e  
s t a t e  now r e g u la t e d .

° APUC r e g u la t i o n  w ou ld  s t i l l  e x i s t  f o r  s e r v i c e  a r e a s ,  j o i n t  u se  
and  i n t e r c o n n e c t i o n .

0 The MDA h a s  an  o r d in a n c e  and  r u l e s  o f  p r o c e d u re  t o  s e l f - r e g u l a t e  
i t s  m u n ic ip a l p u b l i c  u t i l i t i e s  t h a t  i n v o lv e s  t h e  p u b l i c  and 
e x c e e d s  t h e  l e v e l  o f  A F U C /p u b lic  r e v ie w .

0 M d i t i o n a l  r e g u la t i o n  a b o v e  th e  A d m in is t r a t i o n  an d  t h e  A ssem b ly  
i s  u n n e c e s s a r y .

° A s i g n i f i c a n t  c o s t  s a v in g s  f o r  t h e  s t a t e  an d  t h e  M u n i c i p a l i t y  
w ou ld  b e  a c h ie v e d .



T IT L E ; M u n ic ip a l U t i l i t y  S e l f - R e g u la t i o n  

SPEC IAL LEG ISLATIVE REQUEST:

R e v i s io n s  t o  t h e  s t a t e  s t a t u t e s  l im i t i n g  th e  p ow er o f  th e  APUC t o  r e g u la t e  r a t e s  
and c l a r i f y i n g  A n c h o ra g e 's  r i g h t  t o  exem pt i t s  m u n ic ip a l u t i l i t i e s  f r o m  ec on om ic  
r e g u la t i o n  b y  t h e  APUC.

ba c kg ro un d / j u s t i f ic a t io n  ;

A la s k a  S t a t u t e  4 2 . 0 5 . 7 1 1  c u r r e n t l y  p r o v id e s  t h a t  p u b l i c  u t i l i t i e s  owned and  
o p e ra t e d  b y  m u n i c i p a l i t i e s  a r e  exem pt from  e c on om ic  r e g u la t i o n  b y  th e  A la s k a  
P u b l i c  U t i l i t i e s  C om m iss ion  u n le s s  t h e y  c h o o s e  t o  b e  r e g u la t e d  o r  d i r e c t  com­
p e t i t i o n  i s  fo u n d  t o  e x i s t  b e tw e en  a  m u n ic ip a l ly - o w n e d  p u b l i c  u t i l i t y  an d  
a n o th e r  p u b l i c  u t i l i t y .  I f  d i r e c t  c o m p e t i t io n  i s  fo u n d  t o  e x i s t ,  AS 4 2 . 0 5 . 7 1 1  
d i r e c t s  t h a t  a l l  o f  t h e  m u n ic ip a l ly - o w n e d  p u b l i c  u t i l i t i e s  a r e  s u b je c t  t o  e c o n o ­
m ic r e g u la t i o n  b y  t h e  APUC. The M u n ic i p a l i t y  o f  A n ch o rag e  b e l i e v e s  t h a t  AS
4 2 .0 5 . 7 1 1  s h o u ld  b e  amended t o  e l im in a t e  th e  " d i r e c t  c o m p e t i t i o n "  e x c e p t i o n  t o  
econ om ic  d e r e g u la t i o n ,  t h e r e b y  l i m i t i n g  APUC r a t e  r e g u la t i o n  t o  t h o s e  m u n ic ip a l 
u t i l i t i e s  who s p e c i f i c a l l y  c h o o s e  t o  b e  r e g u la t e d .

1 .  The M u n ic ip a l L ig h t  and  Pow er D ep a rtm en t/C h u g ach  E l e c t r i c  A s s o c i a t i o n  b o u n ­
d a r y  d i s p u t e ,  W hich p r e c i p i t a t e d  t h e  o n s e t  o f  AS 4 2 . 0 5 . 7 1 1 ,  h a s  b e e n  
r e s o lv e d .

2 .  W h e th e r o r  n o t  a  m u n ic ip a l p u b l i c  u t i l i t y  i s  s u b je c t  t o  e c on om ic  r e g u la t i o n  
b y  t h e  APUC, th e  APUC r e t a i n s  j u r i s d i c t i o n  p e r  AS 4 2 . 0 5 . 2 2 1 ,  o v e r  s u c h  n a t ­
t e r s  a s  w a s t e fu l  d u p l i c a t i o n  o f  f a c i l i t i e s  w he re  d i r e c t  c o i r p e t i t i o n  w i t h in  
t h e  same s e r v i c e  a r e a  o c c u r s  (a s  was th e  c a s e  b e f o r e  th e  ML&P/Chugach 
E l e c t r i c  b o u n d a ry  s e t t le m e n t  d i s p u t e ) .

3 .  C o n c e rn s  o v e r  th e  p o t e n t i a l  f o r  c r o s s - s u b s i d i z a t i o n  b e tw een  m u n i c i p a l l y -  
owned u t i l i t i e s  a r e  u n n e c e s s a ry  b e c a u s e  ( a )  t h e  A n ch o rag e  owned p u b l i c  u t i l ­
i t i e s  a r e  in d e p e n d e n t ly  o p e r a t e d  and  b y  C h a r t e r  m ust h a v e  s e p a r a t e  b o o k s  o f  
a c c o u n t s ,  ( b )  t h e  M ayor and  A s sem b ly  a r e  d i r e c t l y  a c c o u n t a b le  t o  t h e  v o t i n g  
p u b l i c ,  ( c )  th e  p u b l i c  and  i t s  consum er r e p r e s e n t a t i v e s  h a v e  t h e  r i g h t  t o  
p a r t i c i p a t e  i n  th e  ra te m a k in g  p r o c e s s  u n d e r e c on om ic  s e l f - r e g u l a t i o n ,  and
( d )  a l l  r a t e  d e c i s i o n s  a r e  e l i g i b l e  f o r  j u d i c i a l  r e v ie w  i n  th e  A la s k a  C o u r t  
S y s te m .

A l e g i s l a t i v e  p r i o r i t y  i s  t o  rem ove  t h e  " d i r e c t  c o m p e t i t i o n "  e x c e p t i o n  f r o m  th e  
s t a t u t e ,  t h e r e b y  a l lo w in g  A n c h o ra g e , a b s e n t  i t s  c o n s e n t ,  t o  r e g u la t e  th e  r a t e s  
o f  i t s  u t i l i t i e s  and a l l o w  f o r  a d e q u a te  r a t e s  o f  r e t u r n  f o r  i t s  r e s p e c t i v e  u t i l ­
i t i e s .

STAFF OCNTACT: W i l l  G ay , A c t in g  E x e c u t iv e  M anage r,
E n t e r p r i s e  A c t i v i t i e s ,  3 4 3 - 4 9 0 6

12/13/89
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O r i g i n a l  s p o n s o r s :

IN  THE SENATE

SENATE B IL L  NO. ________

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE -  SECOND SESSION 

A B IL L

F o r  an  A c t e n t i t l e d :  "An A ct r e l a t e d  t o  m u n ic ip a l u t i l i t y  s e l f - r e g u l a t i o n . "

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

A r t i c l e  1 0 .  G e n e r a l P r o v i s i o n s .

S e c t i o n  S e c t i o n :
7 1 1 .  E x em p tio n s  7 2 0 .  D e f i n i t i o n s
7 1 2 .  D e r e g u la t i o n  b a l l o t  7 2 1 .  s h o r t  t i t l e

S e c .  4 2 . 0 5 . 7 1 1 .  E x em p t io n s , ( a )  T he p r o v i s i o n s  o f  t h i s  c h a p t e r  d o  n o t  a p p ly  

t o  a  p e r s o n  who fu r n i s h e d  w a t e r ,  g a s  o r  p e t r o le u m  o r  p e t r o le u m  p r o d u c t s  b y  t a n k ,  

w agon , o r  s i m i l a r  c o n v e y a n c e , u n le s s  th e  p e r s o n  i s  t h e r e b y  s u p p ly in g  w a te r ,  g a s , 

p e t r o le u m  o r  p e t r o le u m  p r o d u c t s  t o  a  p u b l i c  u t i l i t y  i n  w h ich  t h e  p e r s o n  h a s  an 

" a f f i l i a t e d  i n t e r e s t . "

(b )  E x c e p t a s  o t h e rw is e  p r o v id e d  i n  t h i s  s u b s e c t i o n ,  p u b l i c  u t i l i t i e s  owned 

and  o p e ra t e d  b y  a  p o l i t i c a l  s u b d i v i s i o n  o f  th e  s t a t e ,  o r  e l e c t r i c  o p e r a t i n g  

e n t i t i e s  e s t a b l i s h e d  a s  th e  i n s t r u m e n t a l i t y  o f  tw o o r  m ore p u b l i c  u t i l i t i e s  

owned and  o p e ra t e d  b y  p o l i t i c a l  s u b d i v i s i o n s  o f  th e  s t a t e ,  a r e  exem pt f r o m  t h i s  

c h a p t e r ,  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  an d  4 2 . 0 5 . 3 8 5 .  H ow eve r,

( 1 ) t h e  g o v e rn in g  b o d y  o f  a  p o l i t i c a l  s u b d i v i s i o n  may e l e c t  t o  b e  s u b je c t  t o  

t h i s  c h a p t e r^  [ ;  AND]

[ ( 2 )  A U T IL IT Y  OR ELECTRIC OPERATING ENTITY THAT IS  OWNED AND OPERATED BY A

no ra
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POLIT ICAL SUBD IV IS IO N  AND THAT D IRECTLY COMPETES WITH ANOTHER U T IL IT Y  OR 

E. ECTRIC OPERATING ENTITY IS  SUBJECT TO TH IS CHAPTER AND ANY OTHER U T IL IT Y  OR 

ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE PO L IT ICA L SUBD IV IS IO N  IS  

AT ' 0  SUBJECT TO TH IS  CHAPTER.]

( c )  The ow n e rs h ip  i n  w h o le  o r  p a r t ,  o f  t h e  c o r p o r a t e  s t o c k  o f  a  p u b l i c  

u t i l i t y  d o e s  n o t  make th e  ow ner a  p u b l i c  u t i l i t y .

( d )  The c o m m is s io n , on  a  f i n d i n g  t h a t  n o  l e g i t im a t e  p u b l i c  i n t e r e s t  w i l l  b e  

s e r v e d ,  may exem pt a  u t i l i t y  f ro m  a l l  o r  a n y  p o r t i o n  o f  t h i s  c h a p t e r .

( e )  N o tw i th s ta n d in g  a n y  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  a n y  e l e c t r i c  o r  

t e le p h o n e  u t i l i t y  t h a t  d o e s  n o t  g r o s s  $ 5 0 ,0 0 0  a n n u a l ly  i s  exem pt f r o m  r e g u la t i o n  

u n d e r t h i s  c h a p t e r  u n le s s  2 5  p e r c e n t  o f  th e  s u b s c r ib e r s  p e t i t i o n  th e  c om m iss io n  

f o r  r e g u la t i o n .

( f )  N o tw i th s ta n d in g  an y  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  a n y  e l e c t r i c  o r  

t e le p h o n e  u t i l i t y  t h a t  d o e s  n o t  g r o s s  $ 3 2 5 ,0 0 0  a n n u a l ly  may e l e c t  t o  be exem pt 

f ro m  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 .0 5 . 2 8 1  u n d e r 

t h e  p r o c e d u re  d e s c r ib e d  in  A S . 4 2 . 0 5 . 7 1 2 .

( g )  A u t i l i t y ,  o t h e r  th a n  a  t e le p h o n e  o r  e l e c t r i c  u t i l i t y ,  t h a t  d oes n o t  

g r o s s  $ 1 0 0,0 0 0  a n n u a l ly  may e l e c t  t o  b e  exem pt f ro m  th e  p r o v i s i o n s  o f  t h i s  

c h a p t e r  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  u n d e r t h e  p r o c e d u r e  d e s c r ib e d  in  

AS 4 2 . 0 5 . 7 1 2 .

( h )  A c o o p e r a t i v e  o r g a n iz e d  u n d e r AS 1 0 .2 5  may e l e c t  t o  b e  exem pt f ro m  th e  

p r o v i s i o n s  o f  t h i s  c h a p t e r ,  o t h e r  th a n  AS 4 2 .0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1 ,  u n d e r t h e  p r o ­

c e d u re  d e s c r ib e d  i n  AS 4 2 . 0 5 . 7 1 2 .

( i )  A u t i l i t y  w h ich  fu r n is h e d  c o l l e c t i o n  and d i s p o s a l  s e r v i c e  o f  g a rb a g e , 

r e f u s e ,  t r a s h ,  o r  o t h e r  w aste  m a t e r i a l  an d  h a s  a n n u a l g r o s s  re v e n u e s  o f  $ 2 0 0 ,0 0 0

-  4 -
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o r  l e s s  i s  exem pt f r o m  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  o t h e r  th a n  th e  c e r t i f i ­

c a t i o n  p r o v i s i o n s  o f  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1 ,  u n le s s  25  p e r c e n t  o f  t h e  su b ­

s c r i b e r s  r e p r e s e n t i n g  25  p e r c e n t  o f  t h e  g r o s s  re v e n u e  o f  t h e  u t i l i t y  p e t i t i o n  

th e  c om m iss io n  f o r  r e g u l a t i o n .

( j )  T he p r o v i s i o n s  o f  t h i s  c h a p t e r  d o  n o t  a p p ly  t o  s a l e s ,  e x ch a n g e s  o r  g i f t s  

o f  e n e rg y  t o  a n  e l e c t r i c  u t i l i t y  c e r t i f i c a t e d  u n d e r t h i s  c h a p t e r  when th e  e n e rg y  

w h ich  i s  t h e  s u b je c t  o f  t h e  s a l e ,  ex chang e  o r  g i f t  i s  w a s te  h e a t ,  e l e c t r i c i t y ,  

o r  o t h e r  e n e rg y  w h ich  i s  s u r p lu s  o r  t h e  b y -p r o d u c t  o f  an  i n d u s t r i a l  p r o c e s s .  In  

an  a r e a  i n  w h ich  n o  e l e c t r i c  u t i l i t y  i s  c e r t i f i c a t e d  f o r  s e r v i c e ,  e n e rg y  p r o ­

v id e d  b y  s a l e ,  e x ch a n g e  o r  g i f t  may b e  p r o v id e d  t o  a n y  u t i l i t y  w h ich  i s  c e r ­

t i f i c a t e d  f o r  s e r v i c e  t o  t h a t  a r e a .  A  c o n t r a c t  f o r  t h e  s a l e ,  e x ch an g e  o r  g i f t  

o f  e n e rg y  exem p t u n d e r t h i s  s u b s e c t io n  d oe s  n o t  make t h e  s u p p l i e r  a  p u b l i c  u t i ­

l i t y ,  and d o e s  n o t  t r a n s f e r  th e  r e s p o n s i b i l i t y  t o  p r o v id e  u t i l i t y  s e r v i c e s  from  

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

( k )  A u t i l i t y  w h ich  f u r n i s h e s  c a b le  t e l e v i s i o n  s e r v i c e  i s  exem pt f r o m  th e  

p r o v i s i o n s  o f  t h i s  c h a p t e r  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  u n le s s  2 5  p e rc e n t  

o f  t h e  s u b s c r ib e r s  p e t i t i o n  th e  com m iss ion  f o r  r e g u l a t i o n .

( 1 )  A p e r s o n ,  u t i l i t y ,  o r  c o o p e r a t iv e  t h a t  i s  exem pt f r o m  r e g u la t i o n  u n d e r

( a )  o r  ( d )  -  ( k )  o f  t h i s  s e c t i o n  i s  n o t  s u b je c t  t o  r e g u la t i o n  b y  a  m u n ic ip a l i t y  

u n d e r AS 2 9 . 3 5 . 0 6 0  an d  2 9 . 3 5 . 0 7 0 .  (§  6 ch  1 1 3  SLA  1 9 7 0 ;  am § 3 ch  76  SLA  1 9 7 3 ; 

am § 8 ch  8 3  SLA 1 9 8 0 ;  am §§ 7 -  9d  1 3 6  SLA 1 9 8 0 ; am § 8 9  c h  59 SLA 1 9 8 2 ;  am § 1 

ch  3 0  SLA 1 9 8 3 ;  am § 68 c h  7 4  SLA 1 9 8 5 ;  am § 1 c h  8 0  SLA 1 9 8 5 ;  am § 2 c h  107  SLA 

1 9 8 6 ) .
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O f f e r e d :
R e f e r r e d

O r i g i n a l  s p o n s o rs

IN  THE BOUSE

BOUSE B IL L  NO

IN  THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE -  SECOND SESSION

A B IL L

F o r  an A c t e n t i t l e d :  "An A ct r e l a t e d  t o  m u n ic ip a l u t i l i t y  s e l f - r e g u l a t i o n . " 

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

A r t i c l e  1 0 .  G e n e r a l P r o v i s i o n s .

S e c .  4 2 . 0 5 . 7 1 1 .  E x e m p t io n s . (a )  The p r o v i s i o n s  o f  t h i s  c h a p t e r  d o  n o t  a p p ly  

t o  a  p e r s o n  who f u r n i s h e d  w a t e r ,  g a s  o r  p e t r o le u m  o r  p e t r o le u m  p r o d u c t s  b y  t a n k ,  

w agon , o r  s i m i l a r  c o n v e y a n c e , u n le s s  th e  p e r s o n  i s  t h e r e b y  s u p p ly in g  w a te r ,  g a s ,  

p e t r o le u m  o r  p e t r o le u m  p r o d u c t s  t o  a  p u b l i c  u t i l i t y  i n  w h ich  t h e  p e r s o n  h a s  an 

" a f f i l i a t e d  i n t e r e s t . "

( b )  E x c e p t a s  o t h e rw is e  p r o v id e d  in  t h i s  s u b s e c t i o n ,  p u b l i c  u t i l i t i e s  owned 

and  o p e r a t e d  b y  a  p o l i t i c a l  s u b d i v i s i o n  o f  th e  s t a t e ,  o r  e l e c t r i c  o p e r a t i n g  

e n t i t i e s  e s t a b l i s h e d  a s  th e  i n s t r u m e n t a l i t y  o f  tw o o r  m o re  p u b l i c  u t i l i t i e s  

owned a n d  o p e r a t e d  b y  p o l i t i c a l  s u b d i v i s i o n s  o f  th e  s t a t e ,  a r e  exem pt f r o m  t h i s  

c h a p t e r ,  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 .0 5 . 2 8 1  a n d  4 2 . 0 5 . 3 8 5 .  H ow eve r,

( 1 ) t h e  g o v e r n in g  b o d y  o f  a  p o l i t i c a l  s u b d i v i s i o n  may e l e c t  t o  b e  s u b je c t  t o  

t h i s  c h a p t e r^  [ ;  AND]

[ ( 2 )  A  U T IL IT Y  OR ELECTRIC OPERATING ENTITY THAT IS  OWNED AND OPERATED BY A

S e c t i o n
7 1 1 .  E x em p tio n s
7 1 2 .  D e r e g u la t i o n  b a l l o t

S e c t i o n :
7 2 0 .  D e f i n i t i o n s
7 2 1 .  s h o r t  t i t l e
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POLIT ICAL SUBD IV IS IO N  AND THAT DIRECTLY COMPETES WITH ANOTHER U T IL IT Y  OR 

ELECTRIC OPERATING ENTITY IS  SUBJECT TO TH IS  CHAPTER AND ANY OTHER U T IL IT Y  OR 

ELECTRIC OPERATING ENTITY OVNED AND OPERATED BY THE PO L IT ICA L SU BD IV IS IO N  IS  

ALSO SUBJECT TO TH IS CHAPTER. ]

( c )  T he o w n e rs h ip  i n  w h o le  o r  p a r t ,  o f  th e  c o r p o r a t e  s t o c k  o f  a  p u b l i c  

u t i l i t y  d o e s  n o t  make th e  ow ner a  p u b l i c  u t i l i t y .

( d )  T he c om m is s io n , on  a  f i n d in g  t h a t  n o  l e g i t im a t e  p u b l i c  i n t e r e s t  w i l l  be 

s e r v e d ,  may exem pt a  u t i l i t y  f r o m  a l l  o r  a n y  p o r t i o n  o f  t h i s  c h a p t e r .

( e )  N o tw i th s ta n d in g  a n y  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  a n y  e l e c t r i c  o r  

t e le p h o n e  u t i l i t y  t h a t  d o e s  n o t  g r o s s  $ 5 0 ,0 0 0  a n n u a l ly  i s  exem pt f ro m  r e g u la t i o n  

u n d e r t h i s  c h a p t e r  u n le s s  2 5  p e r c e n t  o f  th e  s u b s c r ib e r s  p e t i t i o n  th e  c om m is s io n  

f o r  r e g u la t i o n .

( f )  N o tw i th s ta n d in g  a n y  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  a n y  e l e c t r i c  o r  

te le p h o n e  u t i l i t y  t h a t  d o e s  n o t  g r o s s  $ 3 2 5 ,0 0 0  a n n u a l ly  may e l e c t  t o  b e  exem pt 

fro m  th e  p r o v i s i o n s  o f  t h i s  c h a p t e r  o t h e r  t h a n  AS 4 2 .0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  u n d e r 

th e  p r o c e d u re  d e s c r ib e d  in  AS. 4 2 . 0 5 . 7 1 2 .

( g )  A u t i l i t y ,  o t h e r  th a n  a  t e le p h o n e  o r  e l e c t r i c  u t i l i t y ,  t h a t  d o e s  n o t  

g r o s s  $ 100,000  a n n u a l ly  may e l e c t  t o  b e  exem pt f r o m  t h e  p r o v i s i o n s  o f  t h i s  

c h a p t e r  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 .2 8 1  u n d e r th e  p r o c e d u r e  d e s c r ib e d  in  

AS 4 2 . 0 5 . 7 1 2 .

( h )  A c o o p e r a t i v e  o r g a n iz e d  u n d e r AS 1 0 .2 5  may e l e c t  t o  b e  e x e irp t f ro m  t h e  

p r o v i s i o n s  o f  t h i s  c h a p t e r ,  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1 ,  u n d e r t h e  p r o ­

c e d u re  d e s c r ib e d  in  AS 4 2 . 0 5 . 7 1 2 .

( i )  A u t i l i t y  w h ich  f u r n i s h e d  c o l l e c t i o n  and d i s p o s a l  s e r v i c e  o f  g a rb a g e , 

r e f u s e ,  t r a s h ,  o r  o t h e r  w a s te  m a t e r i a l  and h a s  a n n u a l g r o s s  re v e n u e s  o f  $ 2 00,000

- 7 -



Page 3

o r  l e s s  i s  exempt f r o m  th e  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  o t h e r  th a n  t h e  c e r t i f i ­

c a t i o n  p r o v i s i o n s  o f  AS 4 2 .0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1 ,  u n le s s  25  p e r c e n t  o f  th e  s u b ­

s c r i b e r s  r e p r e s e n t i n g  2 5  p e r c e n t  o f  th e  g r o s s  re v e n u e  o f  t h e  u t i l i t y  p e t i t i o n  

t h e  c om m iss io n  f o r  r e g u la t i o n .

( j )  The p r o v i s i o n s  o f  t h i s  c h a p t e r  d o  n o t  a p p ly  t o  s a l e s ,  e x c h a n g e s  o r  g i f t s  

o f  e n e rg y  t o  a n  e l e c t r i c  u t i l i t y  c e r t i f i c a t e d  u n d e r t h i s  c h a p t e r  when th e  e n e rg y  

w h ich  i s  th e  s u b je c t  o f  t h e  s a l e ,  e x ch an g e  o r  g i f t  i s  w a s te  h e a t ,  e l e c t r i c i t y ,  

o r  o t h e r  e n e rg y  w h ich  i s  s u r p lu s  o r  th e  b y - p r o d u c t  o f  an i n d u s t r i a l  p r o c e s s .  I n  

a n  a r e a  i n  w h ich  n o  e l e c t r i c  u t i l i t y  i s  c e r t i f i c a t e d  f o r  s e r v i c e ,  e n e rg y  p r o ­

v id e d  b y  s a l e ,  e x ch ang e  o r  g i f t  may b e  p r o v id e d  t o  a n y  u t i l i t y  w h ich  i s  c e r ­

t i f i c a t e d  f o r  s e r v i c e  t o  t h a t  a r e a .  A c o n t r a c t  f o r  th e  s a l e ,  e x c h a n g e  o r  g i f t  

o f  e n e rg y  exem pt u n d e r t h i s  s u b s e c t i o n  d o e s  n o t  make th e  s u p p l i e r  a  p u b l i c  u t i ­

l i t y ,  an d  d o e s  n o t t r a n s f e r  t h e  r e s p o n s i b i l i t y  t o  p r o v id e  u t i l i t y  s e r v i c e s  from  

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

( k )  A  u t i l i t y  w h ich  f u r n i s h e s  c a b le  t e l e v i s i o n  s e r v i c e  i s  exem p t f ro m  th e  

p r o v i s i o n s  o f  t h i s  c h a p t e r  o t h e r  th a n  AS 4 2 . 0 5 . 2 2 1  -  4 2 . 0 5 . 2 8 1  u n le s s  25  p e r c e n t  

o f  th e  s u b s c r ib e r s  p e t i t i o n  th e  c om m iss io n  f o r  r e g u la t i o n .

( 1 )  A  p e r s o n ,  u t i l i t y ,  o r  c o o p e r a t i v e  t h a t  i s  exem pt f r o m  r e g u la t i o n  u n d e r 

( a )  o r  ( d )  -  ( k )  o f  t h i s  s e c t i o n  i s  n o t  s u b je c t  t o  r e g u la t i o n  b y  a  m u n i c i p a l i t y  

u n d e r AS 2 9 .3 5 . 0 6 0  a n d  2 9 . 3 5 . 0 7 0 .  (§  6  ch 1 1 3  SLA  1 9 7 0 ;  am 3  3 c h  76 SLA 1 9 7 3 ;  

am § 8  c h  83  SLA 1 9 8 0 ;  am §§ 7 -  9d 1 3 6  SLA  1 9 8 0 ;  am § 8 9  c h  59  SLA 1 9 8 2 ;  am § 1 

ch  3 0  SLA 1 9 8 3 ;  am § 6 8  c h  74 SLA  1 9 8 5 ;  am § 1 c h  8 0  SLA 1 9 8 5 ;  am § 2  ch  i 0 7  SLA 

1 9 8 6 ) .

-  8  -
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L .D  W A S T E  Q O T S S 1 1 3 S 7 P  O  2

PART VI 

UTILITIES AND ENVIRONMENT

A, UTILITY REGULATION
1. Alaska Public Utilities 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. Acquisition: 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 
municipalities 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. Deregulation of Solid Waste: The Leaoue supports statutory changes 

to eliminate APUC regulation of solid woste collection and disposal.
Solid waste collection and transport are essentially freight hauling issues and there is 
no need fo r APUC regulation. If regulation is needed, local government can- fucus on 
the needs at a 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 area public hearings concerning waste disposal sites and their locations, 
(moved from Part IV, 1.6b)
B. 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,

45
- 10 -
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A l a s k a  S c a c u c e s ,  c h e  a c c a c h e d  r e p o r c  i s  s u b m i t t e d  f o r  y o u r  
r e v i e w .

A PERFORMANCE REPORT ON THE 
DEPARTMENT OF COMMERCE AND 
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ALASKA PUBLIC  U T I L I T I E S  COMMISSION

F e b r u a r y  14 ,  1989

A u d i c  C o n c r o l  N u m b e r  

08-1354-89-R

T h e  o b j e c c i v e s  o f  c h i s  a u d i c  w e r e  c o  e x a m i n e  t h e  a c t i v t c i s s  
o f  c h c  A l a s k a  P u b l i c  U c i l i c i e s  C o m m i s s i o n  Co d e t e r m i n e  i f  
c h c r e  i s  a  d e m o n s c r a c e d  p u b l i c  n e e d  f o r  i t s  c o n c i n u e d  
e x i s c e n c e  a n d  i f  c h e  c o m m i s s i o n  h a s  b e e n  o p e r a c i n g  i n  a n  
e f f i c i e n c  a n d  e f f e c c i v e  m a n n e r .

T h e  a u d i c  w a s  c o n d u c c e d  i n  a c c o r d a n c e  w i c h  g e n e r a l l y  a c c e p c -  
e d  g o v e r n m e n t a l  p e r f o r m a n c e  a u d i t i n g  s t a n d a r d s .  A u d i t  s c o p e  
a n d  m e c h o d o l o g y  a r e  d i s c u s s e d  i n  c h e  R e p o r c  O b j e c c i v e s ,  
S c o p e ,  a n d  M e t h o d o l o g y  s a c  c i o n  o f  c h i s  r e p o r t .  A u d i c  
r e a u l t i  m a y  b e  f o u n d  i n  c h e  R e p o r c  C o n c l u s i o n s ,  F i n d i n g s  a n d  
R # c o « e n d a t i o n « , a n d  i n  t h e  A n a l y s i s  o r  P u b l i c  N e e d  s e c c i o n s  
o f  t h i a  r e p o r t .

R a n d y  y. W e l k e r ,  CPA 
L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  o f  L e g i s l a t i v e  A u d i c
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Ve. b e l i e v e  t h a t  c a b l e  t e l e v i s i o n  m a y  b e  « n a t u r a l  m o n o ­
p o l y  i n  c h e  s m a l l  a n d  m e d i u m - s i z e d  t o w n s ,  a s  s u c h  
c h e a t  m a y  b e  c a n d i d a t e s  f o r  e c o n o m i c  r e g u l a t i o n !  
H o w e v e r ,  c h e  c o s e  o f  r e g u l a t i o n  m a y  o u t w e i g h  t h e  
b e n e f i t s  f o r  t h e s e  s m a l l  m a r k e t s .  T h e  e c o n o m i c  
r e g u l a t i o n  t h a t  i s  a v a i l a b l e  i s  a l s o  l i m i t e d  t o  b a s i c  
s e r v i c e s ,  a s  t h e  f e d e r a l  C a b l e  C o m m u n i c a t i o n s  P o l i c y  
A c t  o f  1984 p r o h i b i t s  p r i c e  r e g u l a t i o n  o f  c h e  p r e m i u m  
p a c k a g e s .  I n  t h e  l a r g e s t  c i t i e s ,  t h e  c o m p e t i t i v e  
e n v i r o n m e n t  i n d i c a t e s  c h a t  t h e r e  i s  n o t  a  n a t u r a l  
m o n o p o l y  p r e s e n t  f o r  c a b l e  t e l e v i s i o n ,  t h u s  c e r t i f i ­
c a t i o n  a n d  e c o n o m i c  r e g u l a t i o n  i s  i n a p p r o p r i a t e .

T h a  f e d e r a l  C a b l e  A c t  w a s  d e s i g n e d  t o  p r o m o t e  c h e  
e x p a n s i o n  o f  c a b l e  t e l e v i s i o n  s y s t e m s  b y  p r o m o t i n g  
l o c a l  f r a n c h i s i n g  a n d  l i m i t i n g  r a t e  r e g u l a t i o n .  T h i s  
l a w  w o u l d  n o t  a l l o w  a n y  r a t e  r e g u l a t i o n  i n  A n c h o r a g e  o r  
F a i r b a n k s  b u t  w o u l d  a l l o v  b a s i c  s e r v i c e  r a t e s  t o  b e  
r e g u l a t e d  i n  o t h e r  a r e a s  s u c h  a s  J u n e a u  o r  H o m e r .  I t  
d o e s ,  h o w e v e r ,  a p p e a r  t o  a l l o v  u s  c o n t r o l  o v e r  t h e  
p o s s i b l e  c o m p e t i t i v e  s i d e  e f f e c t  o f  d u p l i c a t e  c a b l i n g .  
B y  s t a t u t e  v e  c o u l d  r e q u i r e  t h e  s e g r e g a t i o n  o f  c a b l e  
d i s t r i b u t i o n  c o m p a n i e s  a n d  t h e s e  c o u l d  b e  f u l l y  r e g u ­
l a t e d .  T h e  c a b l e  p r o g r a m m i n g  c o u l d  t h e n  b e  o p e n e d  t o  
c o m p e t i t i o n .

I n  s u m m a r y ,  r s g a r d l e s s  a s  t o  w h e t h e r  o r  n o t  c a b l e  
t e l e v i s i o n  i s  v i e w e d  a s  e s s e n t i a l ,  w e  r e c o m m e n d e d  c h a c  
c h e  p r e s e n t  c e r t i f i c a t i o n  r e q u i r e m e n t  b e  d e l e t e d  f r o m  
c h e  s t a t u t e .  To  t h e  e x t e n t  t h a t  c h i s  s e r v i c e  i s  d e e m e d  
e s s e n t i a l ,  m u n i c i p a l  f r a n c h i s i n g  o r  c e r t i f i c a t i o n  a n d  
r e g u l a t i o n  o f  d i s t r i b u t i o n - o n l y  c o m p a n i a s  s h o u l d  b e  
c o n s i d e r e d .

V e  a l s o  m u s t  p o i n t  o u t  a  p o t a n t i a l  l i a b i l i t y  t o  c h e  
S t a t e  u n d e r  t h e  C a b l e  A c t  i f  t h i s  r e c o m m e n d a t i o n  i s  
i m p l e m e n t e d .  T h e  C a b l e  A c t  o u t l i n e s  s p e c i f i c  c r i t e r i a  
w h i c h  m u s t  b e  s h o w n  c o  d e n y  a  f r a n c h i s e  a n d  t h e  p r o ­
p o s e d  s t a t u t e  a m e n d m e n t  w o u l d  c a t e g o r i c a l l y  r e t r a c t  c h e  
c e r t i f i c a t e s  ( f r a n c h i s e )  w i t h o u t  t h i s  s h o v i n g .  How ­
e v e r ,  t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  i n d i c a t e d  t o  u s  
t h a t  c h e  S t a t e  w o u l d  p r e v a i l  i n  c o u r t .  We r e c o m m e n d  
C h e t  e  f o r m a l  o p i n i o n  o n  c h i s  p o t e n t i a l  l i a b i l i t y  b e  
o b t a i n e d  f r o m  c h e  A t t o r n e y  G e n e r a l  b e f o r e  c h i s  s t a t u t e  
l e  a m e n d e d .

D. A l a s k a  S t a t u t e  4 2 . 0 5  s h o u l d  b e  a m e n d e d  t o  e x e m p t  t h e  
s m a l l e r  u e l l i c l e s  f r o m  e c o n o m i c  r e g u l a t i o n .

E l e c t r i c ,  t e l e p h o n e ,  g a s ,  w a t e r ,  a n d  s e v e r  u t i l i t i e s  
h a v e  t r a d i t i o n a l l y  b e e n  c o n s i d e r e d  e s s e n t i a l  s e r v i c e s  
a n d  a r e  o f t e n  n a t u r a l  m o n o p o l i e s .  N e v e r t h e l e s s ,  w e  
s h o u l d  r e f r a i n  f r o m  e c o n o m i c  r e g u l a t i o n  i f  i t s  c o s t

« T » t «  « U I I M - 1 1 -
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e x c e e d s  c h e  b e n e f i t s .  H o w e v e r ,  t h i s  i n f o r m a t i o n  is n o t  
a v a i l a b l e  n o r  c a n  i t  b a  r e a s o n a b l y  g e n e r a t e d .  " C o s t "  
w o u l d  i n e l u d a  i n c n m s n t a l  APUC a n d  u t i l i t y  t i a a  a n d  
m a t e r i a l s  a a  w a l l  a a  t h a  e f f e c t  o f  p r o j e c t  d e l a y s  o n  
l o n g - t e r m  r a t e s ; t h i s  c o m p o n e n t  o f  t h e  e q u a t i o n  c o u l d  
b e  s t u d i e d  a n d  e s t i m a t e d .  T h e  " b e n e f i t s ' *  o f  r e g u l a t i o n  
i n c l u d e  a  f i n a n c i a l l y  s t a b l e  u t i l i t y  p r o v i d i n g  c o n ­
s i s t e n t  s e r v i c e  u n i f o r m l y  t o  c u s t o m e r s  w h o  a r e  a s s u r e d  
o f  e q u i t a b l e  r a t e s  a n d  s e r v i c e s  n o w  a n d  i n  t h e  f u t u r e ;  
c h i s  c a n n o t  b e  q u a n t i f i e d .

N e v e r t h e l e s s ,  i n  c o n s i d e r a t i o n  o f  c h e  S t a t e ' s  d w i n d l i n g  
r e s o u r c e s  a n d  t h e  p u b l i c ' s  d i s e n c h a n t m e n t  w i t h  t h e  
p r o l i f e r a t i o n  o f  s t a t e  g o v e r n m e n t ,  w e  b e l i e v e  t h a t  i t  
i s  a p p r o p r i a t e  f o r  u s  t o  p r e s u m e  t h a t  t h e  c o s t  o f  
r e g u l a t i o n  p r e s e n t l y  e x c e e d s  i t s  b e n e f i t s  f o r  m a n y  
s m a l l e r  u t i l i t i e s  a n d  c h a t  c h e  g r o s s  r e v e n u e  e x e m p t i o n  
l e v e l s  p r o v i d e d  i n  t h e  s t a t u t e s  s h o u l d  b e  r a i s e d .

A l a s k a  S t a t u t e  4 2 . 0 5 . 7 1 1  e x e m p t s  e l e c t r i c  a n d  t e l e p h o n e  
u t i l i t i e s  w i t h  g r o s s  r e v e n u e s  u n d e r  $ 5 0 ,0 0 0  f r o m  
c e r t i f i c a t i o n  a n d  e c o n o m i c  r e g u l a t i o n .  I t  a l s o  a l l o w s  
a  u t i l i t y ' s  c o n s u m e r s  t o  e l e c t  e c o n o m i c  d e r e g u l a t i o n  
f o r  c o o p e r a t i v e s ,  e l e c t r i c  o r  t e l e p h o n e  u t i l i t i e s  v i t h  
l e s s  c h a n  $ 3 2 5 ,0 0 0  i n  a n n u a l  g r o s s  r e v e n u e s ,  a n d  f o r  
a n y  u t i l i t y  w h i c h  d o e s  n o t  g r o s s  $ 1 0 0 ,0 0 0  a n n u a l l y .  We 
p r o p o s e  t h a t  a n  a c r o s s - t h e - b o a r d  g r o s s  r e v e n u e - b a s e d  
e x e m p t i o n  f r o m  e c o n o m i c  r e g u l a t i o n  b e  e s t a b l i s h e d .  
T h r e e  o p t i o n s  a r e  p r e s e n t e d  i n  c h e  f o l l o w i n g  c a b l e .  I t  
w a s  p r e p a r e d  b a s e d  u p o n  A P U C ' s  FY 88 A n n u a l  R e p o r t  a n d  
r e p r e s e n t s  a l l  u t i l i t i e s  t h a t  a r e  c u r r e n t l y  e c o n o m i ­
c a l l y  r e g u l a t e d  w i t h  t h e  e x c l u s i o n  o f  c h e  i n d u s t r i e s  v e  
h a v e  r e c o m m e n d e d  f o r  c a t e g o r i c a l  d e r e g u l a t i o n .

N u m b e r  o f  a f f e c t e d  u t i l i t i e s  a n d  c u s t o m e r s ,  b a s e d  u p o n  
g r o s s  r e v e n u e s :

U n d e r  $ 5 0 0 .0 0 0  U n d e r  $ 7 5 0 ,0 0 0  U n d e r  $ 1 , 0 0 0 , 0 0 0
T y p e  U t i l . C u s t o m e r s  u t i l . C u s t o m e r s  U t i l .

f -„„ , v w w
C u s t o m e r s

E l e c t r i c  10 819 15 1 ,9 9 0 18 2 , 6 9 1
T e l e p h o n e  -0- -0- 1 343 ?. 863
G a s  -0- -0- -0- -0- 1 908
W a t e r  22 3 ,7 1 5 22 3 , 7 1 5 22 3 ,7 1 5
S e v e r  _2 15 3 _ J 8 2 J . 382

T o t a l  __2A J d L O a u u
P e r c e n t  • 4 0 .5Z 4 0 1 h l l 5 4 . 8 1 L J I

T h e  a b o v e  p e r c e n t  c a l c u l a t i o n s  r e p r e s e n t  c h e  r e d u c t i o n  
i n  t h e  c o v e r a g e  o f  e c o n o m i c  r e g u l a t i o n  u n d e r  e a c h  
r e v e n u e  s c e n a r i o ;  h o w e v e r ,  v e  c a u t i o n  t h e  I n f e r e n c e  
f r o m  c h e  t a b l e  t h a t  A P U C ' s  w o r k l o a d  w o u l d  d e c r e a s e
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p r o p o r t i o n a t e  t o  t h a  d e c r e a s e  i n  t h a  n u m b e r  o f
u t i l i t i e s .  W h i l a  t h a r a  c e r t a i n l y  a h o u l d  b a  s om a  
r e l a t i o n s h i p , t h a  c o r r a l s  s  i o n  h a a  n o  t i a a  i h a a c  d a t a  
• ▼ • l i a b l e  t o  c o r r e l a t e  t h a a a  f a c t o r a .

I n  d o n c e r t  w i t h  a n  a m a n d a a n t  t o  c x a a p t  t h a a a  s o a l l a r  
u t i l i t i a a ,  t h a  f o l l o w i n g  a r a a a  a h o u l d  a l a o  b a  a d -  
d r a a s a d :

1 .  T h a  p a t i c i o n  p r o v i s i o n  w h i c h  a l l o w s  c u a t o m a r s  c o
r a q u a s c  a c o n o o i c  r a g u l a t i o n  o f  e x e m p t e d  u t i l i t i a s  
s h o u l d  b a  a m e n d e d .  A l a s k a  S t a c u t a  4 2 . 0 5 . 7 1 1  
p r a s a n d y  r a q u i r a s  251  o f  a n  e x e m p t e d  u t i l i t y ' s  
s u b s c r i b a r s  c o  s i g n  t h a  p a t i c i o n .  Wa b a l i a v a  t h a t  
t h i s  i s  m u c h  c o o  g r a a t  a n  o b a t a c l a  c o  o v a r c o m a  a n d  
r e c o m m a n d  c h a c  a n  a l a c t i o n  b a  c a l l a d  i f  APUC
r a c a i v a a .  a  p a t i c i o n  d e m o n s t r a t i n g  s i g n i f i c a n t  
c o n s u m e r  l n t e r a s e .  F o r  e x a m p l e ,  t h e  p e t i t i o n
r e q u i r e m e n t  c o u l d  b e  s e c  a t  t h e  l e a a e r  o f  52 o r
500 c u s t o m e r s .

2 .  T h i s  p r o p o s e d  g r o s s  r e v e n u e  e x e m p t i o n  s t a t u t e  
s h o u l d  n o t  c a k e  a f f e c t  f o r  6 m o n t h s  t o  a l l o v  
u t i l i t y  c u a t o m a r s  w h o  w i s h  t o  r e t a i n  r e g u l a t i o n  t o  
d o  s o  w i t h o u t  i n t e r r u p t i o n .

3 .  T h e  r e s u l t s  o f  p a s t  d e r e g u l a t i o n  e l e c t i o n s  a h o u l d  
b a  h o n o r e d ,  c h u s  n o t  r e q u i r i n g  a  n e w  v o c e  o n  
f a i l e d  d e r e g u l a t i o n  e l e c t i o n s .

4 .  T h a  c u s t o m e r s  w h o  c o n t i n u e  t h e  b e n e f i t s  o f  A P U C ' s  
e c o n o m i c  r e g u l a t o r y  o v e r s i g h t  s h o u l d  b e  a x p a c c a d  
t o  p a y  f o r  c h i s  s e r v i c e  ( S e e  R e c o m m e n d a t i o n  
N o .  2 ) .

E .  A l a s k a  S t a t u t e  4 2 . 0 5  a h o u l d  b e  a m e n d e d  t o  c e a s e  m an-  
H a t o r y  e c o n o m i c  r e g u l a t i o n  o f  c e r t a i n  u t i l i t i a s  o w n e d  
b y  p o l i c i e s !  s u b d i v i s i o n s .

A l a s k a  S t a t u t e  4 2 . 0 5 . 7 1 1 ( b )  g e n e r a l l y  e x e m p t s  u t i l i c i e s  
o w n e d  b y  p o l i t i c a l  s u b d i v i s i o n s  f r o m  e c o n o m i c  r a g u l a ­
t i o n ,  u n l e s s  t h e y  s o  e l e c t .  H o w e v e r ,  i t  a l s o  p r o v i d e s  
t h A f i  i f  a n y  o f  a  s u b d i v i s i o n ' s  u t i l i t i e s  d i r e c t l y  
c o m p e t e s  w i t h  a n y  o t h e r  c e r t i f i c a t e d  u t i l i t y  t h e n  a l l  
t h e  s u b d i v i s i o n  s  u t i l i t i e s  s h a l l  b e  e c o n o m i c a l l y  
r e g u l a t e d .  We p r e s u m e  t h e  i n t e n t  o f  t h i s  p r o v i s i o n  w a s  
t o  e l i m i n a t e  t h e  w a s t i n g  o f  r e s o u r c e s  f r o m  f a c i l i t y  
d u p l i c a t i o n  r e s u l t i n g  f r o m  c h e  t h e n  o n g o i n g  e l e c t r i c  
s e r v i c e  a r e a  d i s p u t e  a s  w e l l  a s  p r e v e n t i n g  t h e  c r o s s - 
s u b s i d i z a t i o n  o f  r a t e s  w h i c h  m i g h t  a c c o m p a n y  s u c h  a  
d i s p u t e .  T h e  o n l y  u t i l i t i e s  f a l l i n g  u n d e r  t h i s  p r o ­
v i s i o n ,  a t  p r e s e n t ,  a r e  o w n e d  b y  t h e  M u n i c i p a l i t y  o f  
A n c h o r a g e .
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T h a  A n c h o r a g e  s e r v i c e  a r e a  d i a p u c e  h a a  b e e n  r e s o l v e d  
a n d  t h a  p r e s e n t  d a y  c o m p e t i t i o n  i a  i n  t h e  f o r m  o f  
e c o n o m y  e n e r g y  s a l e s  o f  e l e c t r i c i t y  a n d  p e r h a p s  t e l e ­
p h o n e  c e w m u n i c a t i o n  s y s t e m s .  T h i s  t y p e  o f  c o m p e t i t i o n  
d o e s  n o t , e n c o u r a g e  t h e  m a s s i v e  f a c i l i t y  d u p l i c a t i o n  o r  
t h e  c r o s s - s u b s i d i z a t i o n  o f  r a t e s  t h a t  a  s e r v i c e  a r e a  
d i s p u t e  m i g h t .  S e r v i c e  a r e a  c o n c e r n s  c a n  b e  a d e q u a t e l y  
a d d r e s s e d  t h r o u g h  t h e  c e r t i f i c a t i o n  p r o c e s s  w i t h o u t  
e c o n o m i c  r e g u l a t i o n .

I n  c o n j u n c t i o n  w i t h  a n  a m e n d m e n t  t o  d e l e t e  t h i s  m a n ­
d a t o r y  e c o n o m i c  r e g u l a t i o n ,  t h e  f o l l o w i n g  a r e a s  s h o u l d  
a l s o  b e  a d d r e s s e d :

1 .  T h e  u t i l i t i e s  p r e v i o u s l y  r e g u l a t e d  b y  APUC d u e  t o  
c o m p e t i t i o n  s h o u l d  c - t t i n u e  t o  b e  s o  r e g u l a t e d  
u n l e s s  r e j e c t e d  b y  t h e  g o v e r n i n g  b o d y .

2 .  A g o v e r n i n g  b o d y  s h o u l d  b e  a l l o w e d  t o  w i t h d r a w  a  
p r e v i o u s  e l e c t i o n .

3 .  T h e  c o n s u m e r s  w h o ,  t h r o u g h  t h e i r  l o c a l  g o v e r n m e n t ,  
h a v e  c h o s e n  t o  c o n t i n u e  t h e  b e n e f i t s  o f  A P U C ' s  
e c o n o m i c  r e g u l a t o r y  o v e r s i g h t  s h o u l d  b e  e x p e c t e d  
t o  p a y  f o r  t h i s  s e r v i c e .  S p e c i f i c a l l y ,  t h e  
M u n i c i p a l i t y  o f  A n c h o r a g e  A s s e m b l y  s h o u l d  d e c i d e  
w h e t h e r  t h e i r  u t i l i t i e s  s h o u l d  b e  r e g u l a t e d  
l o c a l l y  o r  b y  APUC. I f  t h e y  c h o o s e  t o  " h i r e "  APUC 
t o  p e r f o r m  t h i s  r e g u l a t o r y  f u n c t i o n  i n  t h e i r  
b e h a l f ,  c i t i z e n s  f r o m  a l l  a c r o s s  c h e  S t a t e  s h o u l d  
n o t  b e  f o r c e d  t o  p a y  f o r  c h a c  s e r v i c e  w i c h  G e n e r a l  
F u n d s  ( S e e  R e c o m m e n d a t i o n  N o .  2 ) .

R e c o m m e n d a t i o n  N o .  2

A l a s k a  S t a t u t e  a n d  A l a a k a  S t a t u t e  4 2 . 0 6  s h o u l d  b e
a m e n d e d " " t o  m o r e  f u l l y  a l l o c a t e  t h e  c o s t s  o f  r e g u l a t i o n .

APUC i s  c u r r e n t l y  b e i n g  f u n d e d  p r i m a r i l y  b y  G e n e r a l  F u n d s  
w i c h  a  p r o g r a m  r e c e i p t s  s u p p l e m e n t  f r o m  p a r t i a l  d i r e c t  
a l l o c a t i o n #  o f  c o s e .  T h e  s t a t u t e s  r e q u i r e  c h e  c o s t  o f  
i n v e s t i g a t i o n *  a n d  h e a r i n g s  t o  b e  a l l o c a t e d  a m o n g  c h e  
p a r t i e s ,  i n c l u d i n g  c h e  c o t n i s s i o n ,  a s  i s  j u s t  u n d e r  c h e  
c i r c u m s t a n c e s  <> T h e  c o m m i s s i o n  h a s  t r a d i t i o n a l l y  n o e  a l l o ­
c a t e d  c o s t s  t o  i t s e l f  a n d  h a s  a l l o c a t e d  o n l y  t h e  h i r e d  
c o n s u l t a n t  f e e s ,  a t t o r n e y  g e n e r a l  s e r v i c e s ,  a n d  o c h e r  
I n c r e m e n t a l  o u t - o f - p o c k e t  c o s t s .  I n  a  1988 d a c i s i o n ,  c h e  
A l a s k a  S u p r e m a  C o u r t  i n t e r p r e t e d  c h e  p r e s e n t  s t a t u t e s  o n  
c o s t  a l l o c a t i o n s  t o  d i s a l l o w  a t t o r n e y  g e n e r a l  s e r v i c e s .  T h a  
c o u r t  a l s o  r e m a n d e d  c h e  c a s e  b a c k  t o  c h e  c o m m i s s i o n  c o  
d e t e r m i n e  w h a t  p o r t i o n  o f  t h e  c o s t  a l l o c a t i o n  t h e y  s h o u l d  
a b s o r b .
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B u i e  f a i r n e s s  p r e s c r i b e s  t h a t  o n l y  t h e  c o n s u m e r s  who 
b e n e f i t  f r o m  t h t  r e g u l a t o r y  s e r v i c e s  p r o v i d e d  b y  APUC s h o u l d  
p a y  c h a  c o t e  o £  t h i s  s e r v i c e .  T h i s  i s  e h a  " u s e r  f e e "  
c o n c e i t  o f  f u n d i n g .  A f u n d i n g  m a e h o d  s h o u l d  a l s o  b a  d e ­
s i g n e d  t o  a l l o v  r a s p o n s i v a  a d j u s t m a n c s  t o  b a  m a d a  i n  t h a
l a v a l  o f * r a g u l a t i o n  a s  d a s i r a d  b y  c o n s u a a r s .  W i t h  t h a s a  
c r i t e r i a  i n  m i n d ,  v a  h a v a  b r i a f l y  c o m e n c e d  o n  t h r a a  p r a d o m -  
i n a c a  a l t a m a t i v a s .

To c h a  e x t e n t  o f  i t s  g a n a r a l  f u n d i n g ,  a n y  a p p r o a c h  f a i l s  c o  
e q u i t a b l y  m a t c h  c h a  r e g u l a t o r y  c o s e  c o  c h a  c o n s u m e r s  w ho  
b a n a f i e .  G e n e r a l  f u n d i n g  m a y  b e  v i e v e d  a s  a  p a y m e n t  b y  a l l  
c i t i z e n s  a l l  a c r o s s  c h a  S c a t s ,  w h i l e  c h a  b a n a f i c  m a y  a c c r u e  
p r i m a r i l y  t o  c o n s u m e r s  i n  A n c h o r a g e .  T h a  u t i l i t i a s  o w n e d  b y  
c h a  M u n i c i p a l i t y  o f  A n c h o r a g e  h a v a  c o n t r i b u t e d  g r e a t l y  t o  
t h e  c o m m i s s i o n ' s  w o r k l o a d ,  y a t  a  s i g n i f  c a n t  p o r t i o n  o f  t h e  
t o e a l  c o s t  o f  t h e  p r o c e e d i n g s  i s  p a i d  o u t  o f  G e n e r a l  F u n d s .

G e n e r a l  f u n d i n g  i s  a l s o  l a s s  r a s p o n s i v a  t o  a p p r o p r i a t e  
r e g u l a t o r y  l e v e l s i  i n  f a c t ,  i t  p r o b a b l y  w a s t e s  s o m a  o f  t h e  
S t a t e ' s  d w i n d l i n g  r e s o u r c e s .  G i v e n  c h a t  c h a r e  i s  a  r e g u l a ­
t o r y  c o s t / b a n a f l t  b r e a k - e v e n  p o i n t  a n d  t h a t  c e r t a i n  c o n s u a ­
a r s  a r a  g i v e n  c h a  o p p o r t u n i t y  t o  e l e c t  f u l l  e c o n o m i c  r a g u l a ­
t i o n ,  g a n a r a l  f u n d i n g  w i l l  l i k e l y  b a  p a r c a i v a d  a s  p a y m e n t  b y  
" s o m e o n e  e l s e "  w i t h  t h a  r e s u l t  t h a t  r a g u l a t i o n  w i l l  a l w a y a  
b a  e x t e n d e d  p a s t  c h i s  b r a a k - a v a n  p o i n t .  T h u s ,  g o v e r n m e n t  i s  
p r o v i d i n g  a n  u n n e c e s s a r y  s e r v i c e .

F u n d i n g  o f  APUC t h r o u g h  a  g r o s s  r e c e i p t s  t a x  l s v i s d  a g a i n s t  
c h a  u t i l i t i e s  a n d  p i p e l i n e s  t h s t  i s  p a s s e d  t h r o u g h  c o  
c o n s u m e r s  c o u l d  p r o v i d e  a  r e a s o n a b l e  m a t c h i n g  o f  c o s t s  c o  
b a n a f i c i a r i e s . T h i s  a s s u m e s  t a x  r a t a s  w a r e  e s t a b l i s h e d  b y  
u t i l i t y  s i z e ,  b y  i n d u s t r y ,  a n d  b y  l a v a l  o f  r a g u l a t i o n .  
H o w e v e r ,  t h e r e  w o u l d  a l w a y s  b a  i n e q u i t i e s .

T h i s  t a x  a p p r o a c h  w o u l d  b e  r a s p o n s i v a  t o  r e g u l a t o r y  n c t d s  
o n l y  t o  t h a  a x t a n c  t h a t  t h a  m a t c h i n g  i s  a c c u r a t e .  H o w e v e r ,  
t a x a t i o n  h a s  t r a d i t i o n a l l y  f o c u s e d  o n  a b i l i t y  c o  b e a r  r a t h e r  
t h a n  r e s o u r c e  u t i l i z a t i o n  a n d ,  t h u s ,  s u c h  a  f u n d i n g  a p p r o a c h  
m ay  n o t  b a  r a s p o n s i v a .  F o r  e x a m p l e ,  i f  a  t a x  w a s  d e s i g n e d  
w h i c h  l e v i e d  100Z o f  t h a  c o m m i s s i o n ' s  c o s t s  a g a i n s t  t h e  
p i p e l i n e  c o m p a n i e s  a n d  n o n e  t o  c h a  u t i l i t i e s ,  t h i s  a p p r o a c h  
w o u l d  d o  n o t h i n g  t o  r e d u c e  u n n e c e s s a r y  r e g u l a t i o n  o f  c h e  
u t i l i t i e s .

F u l l  a n d  d i r a c t  a l l o c a t i o n  o f  c h a  c o m m i s s i o n ' s  c o s t s  p r o ­
v i d e s  c h a  m o s t  a c c u r a c s  a n d  d e f e n s i b l e  m a t c h i n g  a m o n g  c h a  
t h r e e  a l t e r n a t i v e s .  As s u c h ,  i t  w o u l d  n o t  o n l y  b a  a n  
e f f e c t i v e  m e t h o d  i n  e l i m i n a t i n g  u n w a r r a n t e d  g o v e r n m e n t  
r e g u l a t i o n  b u t  i t  c o u l d  a l s o  m a k e  c h e  r e g u l a t o r y  p r o c e s s  
m o r e  e f f i c i e n t  b y  e n c o u r a g i n g  a d a q u a c e  a n d  a p p r o p r i a t e  
f i l i n g s .

To  a d m i n i s t e r  t h i s  f u l l  a l l o c a t i o n  p r o g r a m  w u u l d  r e q u i r e  
t i m e  s h e e t s  f o r  c o m m i s s i o n  s t i f f  a n d  a t t o r n e y  g e n e r a l
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s s r v i c s s ,  i n d  c h a  u s e  o f  a c c o u n t  c o d e s  c o  s h a r e  d o c k e t  
p r o c e e d i n g  c o a t s  a m o n g  c h e  p a r t i e s  a n d  c o  a l l o v  r e c o v e r y  o f  
g e n e r a l  o v e r h e a d .  T h e  a d m i n i s t r a t i v e  c o s t  o f  t h i s  p r o g r a m  
s h o u l d  b e  l e a a  t h a n  w i t h  c h e  t a x  a p p r o a c h  b u t ,  o f  c o u r s e  
g r e a t e r  t h a n  v i t h  c h e  G e n e r a l  F u n d  d e s i g n .  T h e s e  c o s t s  
c o u l d  p o t e n t i a l l y  b e  o f f s e t  b y  i n c r e a s e d  s t a f f  e f f i c i e n c y  
t h r o u g h  t i m e  s h e e t  a c c o u n t a b i l i t y .  We b e l i e v e  t h e  b e n e f i t s  
o f  a  f u l l - c o s t  a l l o c a t i o n  p r o g r a m  w o u l d  f a r  o u t w e i g h  a  
s l i g h t l y  h i g h e r  a d m i n i s t r a t i v e  c o s t .

B a s e d  u p o n  c h e  a b o v e ,  we  r e c o m m e n d  t h a t  t h e  s t a t u t e s  b e  
a m e n d e d  c o  e s t a b l i s h  a  f u l l - c o s t  a l l o c a t i o n  f u n d i n g  a p p r o a c h  
f o r  APUC.  I n  c o n j u n c t i o n  w i c h  t h i a  s h i f t  c o w a r d  p r o g r a m  
r e c e i p t s  f u n d i n g ,  AS 4 2 . 0 5 . 6 5 1  a n d  AS 4 2 . 0 6 . 6 1 0  s h o u l d  b e  
a m e n d e d ,  a s  f o l l o w s :

1 .  T h e s e  s t a t u t e s  s h o u l d  b e  a m e n d e d  t o  s p e c i f y  G h a t  a l l  
c o s e s  o f  t h e  c o m m i s s i o n  m a y  b e  a l l o c a t e d .

2 .  A l a s k a  S t a t u t e  4 2 . 0 5 . 6 5 1  s h o u l d  b e  c h a n g e d  t o  r e q u i r e  
i n t e r i m  a l l o c a t i o n ,  r a t h e r  t h a n  a w a i t i n g  c o m p l e t i o n  o f  
a  p r o c e e d i n g ;  T h e  c o m n i s s i o n  h a s  e s t i m a t e d  t h e i r  
u n b i l l e d  u t i l i t y  a l l o c a t i o n s  a t  $ 1 . 6  m i l l i o n  w i t h  a n  
a v e r a g e  a g e  o f  3 . 0  y e a r s .  We n o t e  t h a t  t h e  r e l a t e d  
p i p e l i n e  s t a t u t e ,  a t  AS 4 2 . 0 6 . 6 1 0 ,  a l r e a d y  r e q u i r e s  
i n t e r i m  b i l l i n g s .  H o w e v e r ,  APUC d o e s  n o t  a p p e a r  t o  b e  
i n  c o m p l i a n c e ,  w i t h  t h e i r  e s t i m a t e d  u n b i l l e d  p i p e l i n e  
a l l o c a t i o n s  a t  $ 2 .1  m i l l i o n  w i c h  a n  a v e r a g e  ©1! 4 . 7  
y e a r s .  F u r t h e r ,  APUC s h o u l d  a m e n d  t h e i r  r e g u l a t i o n  a t  
3 AAC 4 8 . 1 5 7  w h i c h  p r o v i d e s  f o r  c o s t  a l l o c a t i o n s  a f t e r  
p i p e l i n e  h e a r i n g s  r a t h e r  c h a n  o n  c h e  r e q u i r e d  i n t e r i m  
o a s i s .

3 .  T h e s e  s t a t u t e s  p r e s e n t l y  r e q u i r e  a l l o c a t i o n  t o  t h e
p a r t i e s  o f  t  p r o c e e d i n g  i n c l u d i n g  t h e  c o m m i s s i o n ' ,  t h e s e  
s h o u l d  b e  m o d i f i e d  t o  e x c l u d e  t h e  c o m m i s s i o n .  H o w e v e r ,  
t h e  p r o v i s i o n s  a l l o w i n g  c K e  c o m m i s s i o n  t o  a l l o c a t e
a m o n g  t h e  p a r t i e s  a s  i s  r e a s o n a b l e  a n d  j u s t  s h o u l d  b e  
r e t a i n e d ,  t h u s  t h e  c o m i s s i o n  m a y  o c c a s i o n a l l >  a b s o r b  
s o m e  c e s t s  i n d i r e c t l y  a n d  h a v e  a  n e e d  f o r  m i n i m a l  
G e n e r a l  F u n d  m o n i e s .

4 .  F o r  a e o n o a i c a l l y  r e g u l a t e d  c o m p a n i e s ,  o n  a  c a s e - b y - c t s e
b a s i s ,  t h e  c o m m i s s i o n  s h o u l d  b e  a l l o w e d  t o  d e t e r m i n e  
v h a t h a r  e h e  c o s t s  b e i n g  a l l o c a c a d  a r e  t o  b e  p a s s e d
t h r o u g h  t o  t h e  c o n s u m e r s .

R s c o t a a a n d a t i o n  N o .  3

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

T h e  c o m m i s s i o n  i s  a  q u a s i - j u d i c i a l  a g e n c y  w h i c h  I s s u e s  
d e c i s i o n s  b a s s d  u p o n  f i n d i n g  o f  f a c t  a n d  c o n c l u s i o n s  o f  l a w .

STATS ALASKA -16-
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Mr. Randy Welker 
Legislative Auditor 
Division of Legislative Audit 
Stata of Alaska 
P. 9. SOX w
Juneau, Alaska 99811-3300

Rs. Rasponsa to Praliainary Audit Raport

Daar Mr. Walker:

Tha following is tha rasponsa of tha Coaaiaaion to tha praliai­
nary audit raport and racoamandations submitted h y  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. i&

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 coaaiaaion's 

previous reservation on deregulation.

Recommendation Vo. is

Alaska Statute 42.05 should be amended to cease certification and 

regulation of radio common carriers.

The Commission concurs vith this recommendation ba s e d  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 tel e c o m m u n i c a­

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 Coaaiaaion would 

ancouraga tha Lagialatura to uaa ita lagal and raaaarch staffs to 

ahaaina tha iaplicationa of tha following on full CATV d a r a g u l a - ' 

tion: (1) tha Cabla Coaaunicationa Policy Act of 1914, (2) tha

Fadaral Coaaunicationa Coaaiaaion1a 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

A 1 . . X *  m m .  42.03 should ba aaandad to axanpt amallar utili­

ties froai aeon or ic ragulation.

Tha Coaaiaaion oppoaaa thia racoaaandation bacausa it diaagraaa 

vith tha auditor's unsupporttd praauaption that tha cost of 

economic ragulation praaantly axcaodo its banafita for s m l l a r  

utilitiaa. Rathar, tha Coaaiaaion concludas from its axparianca

- 21 -



that regulation of small util it it* 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- 

d iscriminatory rates. With the exception of 22 wat e r  companies, 

the utilities affected b y  this recommendation are providing ser­

vice in rural Alaska and are predominantly electric utilities.

It has been the C o m m i s s i o n’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 ope r a t­

ing in remote locations; inexperienced personnel; uns a f e  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 t h a  reduction in workload would ha approximately e n w 1Tl. 

aurato w i t h  t h a  lose of Coaaiaaion ataff over tha paat thraa 

yaara if thif racoaaandation ware anacted, and froa that stand- 

point may ba appealing, tha Coaaiaaion 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 Coaaiaaion 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, ia 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 iaaua 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, if tha Legislature balievaa public policy ia batter 

served b y  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 a a y  elect to be exempt fro* ths provisions of 

AS 43.03, other than AS 42.OS.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 

c onsideration 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 m a n d a t o r y 

economic regulation of certain utilities owned b y  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) is 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 b o d y  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. If such revocation is 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 cone a m i  and complaints.

Tha Coaaiaaion recognises that thia racommendation preeently af­

fects only tha Municipality of Anehoraga. Zt ia 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.1 zt ia rea­

sonable to aaauaa that tha Anehoraga Aaaaably would taka into 

conaidaration tha atatua and raaults of procaadinga bafora tha 

Coaaiaaion at aueh tiaa aa it conaidara any daciaion to and 

economic ragulation by tha Coaaiaaion.

1Docket u-17-47 ia an invaatigation into tha ganaral aanaga- 
aant praetieae of Anehoraga'a aavar utility. Zn Dockata U - l l - n  
and U-I7-C1 tha Anchorage Talaphona Utility ia bafora tha Commis­
sion requesting a 5 4 . 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 b o d y  to 

elects, onca competition no longer exists batvaan it and other 

u t i l i t i a a . 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- 

pat it ion v i t h  a aunicipal utility. Proposed language ia a t­

tached. (Saa Appendix 8.)

Racoaaandation *©. 2

Alaska Statute 42.05 and 42.06 ahould ba aaandad to n o r a  fully 

allocata tha coats of regulation.

Tha cosniaaion concurs in part, and oppoaaa in part, this rtcoa- 

nandation. Tha Coaaiaaion 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 is 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 b e a r i n g  any coats of a hearing or investigation.





HOUSE COMMITTEE REPORT
(7)
Da t e  Referred: A p r i l  3, 1990 F U R T H E R  R EFERRA LS:

D a t e  of C o m m i t t e e  Action:

Th e  L A B O R  & C O M M E R C E  C o m m i t t e e  considered:

H O U S E  B I L L  NO. 551 APPROP: T O U R I S M  P R O G R A M S

F I N A N C E

H B  551

"An A c t  m a k i n g  a p p r o p r i a t i o n s  to t h e  D e p a r t m e n t  of C o m m e r c e  and 
E c o n o m i c  D e v e l o p m e n t ,  d i v i s i o n  of t o u r i s m  a n d  A l a s k a  T o u r i s m  M a r k e t i n g  
Council, f o r  o p e r a t i n g  e x p e n s e s  a n d  t o u r i s m  m a r k e t i n g  p r o g rams? and 
p r o v i d i n g  f o r  an e f f e c t i v e  date."

R E C O M M E N D A T I O N S :
] b e  r e p l a c e d  w i t h  ______________

] have a t t a c h e d  amendment(s)

A  do pass

do n o t  pass

no r e c o m m e n d a t i o n

individual r e c o m m e n d a t i o n s

] additio nal r e f e r r a l  to the

[ ] the same title
[ ] a n e w  title

C o m m i t t e e

A D O P T S :

A T T ACHES N E W  F I S C A L  NOTE(s):
(Dept)

[ ] fiscal i m p a c t _______________

[ ] zero fiscal n o t e ___________

[ ] zero w i t h  a n a l y s i s _________

l etter of i n t e n t

A P P R O V E S  PREVIOUS:

[ ] fiscal note(s) _____

[ ] zero fiscal note(s)

[ ] zero f n / a n a l y s i s

(Date/Dept)

SIGNING SIGNING:

X/
<&

B » v u G k A /

/ X

fAtLAA.

--------------------- ,

Ch a i r m a n ' s  S ignature



7TV7K'Jfie&r;,- *£**#*> ' * 11 '' > » ^ y .W . ->•-■*■ " -^ *• V~“'. .    • -  ' ,*>7»*

jRepresentattug 3ltro Zatuackt 
Alaska î tate legislature

3111 "C " S T R E E T  SU IT E  415 
A N C H O R A G E  A LA SK A  99503 
(907)561-2037

WAILC IN JUN EA U  
PO U C H  V
JU N EA U , A LA SK A  99811 
(907) 465-2719/2693

MEMBER
STATE A F FA IR S  C O M M IT T E E

LEG IS LA T IV E  C O U N C IL
F IN A N C E  S U B C O M M IT T E E  

P U B L IC  SA FET Y
A N C H O R A G E  C A U C U S  

C O -C H A IR M A N

M E M O R A N D U M

TO: R E P R E S E N T A T I V E  DAVE D ONLEY
L A B O R  A N D  C O M MER CE C O M M I T T E E

FROM: R e p r e s e n t a t i v e  J i m  Zawack

DATE: A p r i l  3, 1990

RE: H o u s e  Bill 551

I w o u l d  l i k e  to r e s p e c t f u l l y  r e q u e s t  t h a t  t h e  H o u s e  L a b o r  and 
Co m m e r c e  C o m m i t t e e  h o l d  a h e a r i n g  on H o u s e  Bill 551 at the 
ea r l i e s t  c o n v e n i e n c e  of t h e  Chair.

T h a n k  you.



Alaska §>tate l̂egislature
3111 C " STREET . S U IT E  415 
A N C H O R A G E . A LA SK A  99503 
(907) 561-2037

W HILE IN JUNEAU 
PO U C H  V
JU N EA U . A LA SK A  99811 
(907) 465-2719'2693

M E M O R A N D U M

M EM BER
STATE A F FA IR S  C O M M IT T E E

LEG IS LA T IV E  C O U N C IL
F IN A N C E  S U B C O M M IT T E E  

P U B L IC  SA FETY
A N C H O R A G E  C A U C U S  

C O -C H A IR M A N

TO: R E P R E S E N T A T I V E  DAVE D ONL EY
L A B O R  A N D  C O M M E R C E  COMMI T T E E

FROM: R e p r e s e n t a t i v e  J i m  Zawacki

DATE: A p r i l  3, 1990

RE: H o u s e  Bill 551, A n  act m a k i n g  a p p r o p r i a t i o n s  for
t o u r i s m  o p e r a t i n g  e x p e n s e s  a n d  m a r k e t i n g  p r o g r a m s

H B 5 5 1  w i l l  e l e v a t e  t o u r i s m  to a top p r i o r i t y  p o s i t i o n  in the 
b u d g e t  p r o c e s s  of t h e  state of A l a s k a  and w i l l  e s t a b l i s h  a 
m e c h a n i s m  to p r o p e r l y  fund v i t a l  t o u r i s m  programs.

I i n t r o d u c e d  H B 5 5 1  b e c a u s e  I s t r o n g l y  b e l i e v e  t h a t  i n v e s t m e n t  
in t o u r i s m  p r o g r a m s  and t h e  p r o m o t i o n  of A l a s k a  as a v a c a t i o n  
a nd a d v e n t u r e  d e s t i n a t i o n  is o u r  s t r o n g e s t  and m o s t  a t t r a c t i v e  
e c o n o m i c  d e v e l o p m e n t  tool and w i l l  a i d  in t h e  d i v e r s i f i c a t i o n  
of A l a s k a ' s  economy.

O v e r  t h e  years, f u n d i n g  for t o u r i s m  m a r k e t i n g  p r o g r a m s  h a s  
b e e n  e r o d e d  due to the e x p a n s i o n  of e x i s t i n g  p r o g r a m s  a n d  the 
i n i t i a t i o n  of n e w  programs, w h i c h  in t u r n  i n c r e a s e d  t h e  
d e m a n d s  on funding. A t  t h i s  time  i n c r e a s e d  f u n ding is 
imperative, as w e l l  as e s t a b l i s h e d  c o m m i t m e n t  b y  the 
L e g i s l a t u r e  to s u p p o r t  a n d  g u a r a n t e e  f u n d i n g  for t o u r i s m  
marketin g.

I b e l i e v e  it is t i m e  for the L e g i s l a t u r e  t o  sho w t h e i r  
c o m m i t m e n t  to e c o n o m i c  d i v e r s i f i c a t i o n  and to e n v i r o n m e n t a l l y  
s ound d e v e l o p m e n t  b y  e s t a b l i s h i n g  a special t o u r i s m  f u n d i n g  
mechanism.

By s e p a r a t i n g  all areas of f u nding for t o u r i s m  m a r k e t i n g  from 
the g e n e r a l  b u d g e t  and d e l i n e a t i n g  s p e c i f i c  levels of funding, 
the s t a t e  can a t t a i n  s u p p o r t  and  c o m m i t m e n t  from all t o u r i s m  
in t e r e s t s  and e n t i t i e s  a n d  increase A l a s k a ' s  m a r k e t a b i l i t y  
worldwide.

I w o u l d  a p p r e c i a t e  y o u r  s u p p o r t  for HB551.
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Tourism /ATM C FY 91 Base
B u d^et Cafegon'cs

Research/Feasibiliiy Studies (c?.32S) Inquiry (p.5%)



T O U R I S M / A T M C  FY91 
B u d g e t  C a t e g o r i e s

R e s e a r c h / F e a s i b i l i t y  Studies $ 400,000

G rants 400,000

A P L I C  C e n t e r 150,000

H i g h w a y  t o u r i s m  p r o g r a m 550,000

Fi.lm/trade shows 150,000

I n q u i r y 100,000

A d m i n i s t r a t i o n / o f f i c e  Expenses 1 ,100,000

I n t e r n a t i o n a l  t o u r i s m  m a r k e t i n g  p r o g r a m 3,000,000

A d m i n i s t r a t i v e / o f f i c e  expenses (ATMC) 300,000

D o m e s t i c  t o u r i s m  m a r k e t i n g  p r o g r a m 12,000,000

W i n t e r  t o u r i s m  m a r k e t i n g  p r o g r a m 3 5 0 , D00

TOTAL: $ 18,500,000



T o u ris m / A T M C  F Y  90
Budget Categories

Research/feasibilit/Studies' (5.6%) Inquiry (o.9%)
Grants (3.0%)

H ig h y/a /s  ( l  .8 % )

A d m i n / O f f i c e  E x p e n s e s  (1 1 .0 % )

Winter Program (0.9%) APUC Center cl *27#;

Iniemaiional MKdg, (5.8%)

Film Prxgvam/Trode Shows (1.2%) Domeskc/canada. MK+̂ . (h4.8%)



6 - 2 1 6 7 E  *' 
U t e r m o h l e
A / 2 / 9 0

F u n d i n g  Information: G e n e r a l  F u n d  $ 1 8,500,000
Ot h e r  Funds -0-

$ 1 8,5 00,000

O r i g i n a l  s p o n s o r ( s ) : REP. ZAWACKI, Collins, C.Davis, Hanley, Killer,
T aylor

IN THE HOUSE

CS FOR H O U S E  B I L L  NO. 551 ( T o O T S . )

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

S I X T E E N T H  L E G I S L A T U R E  - S ECOND  S E S S I O N

A  BILL

F or an Ac t entitled: "An A c t  m a k i n g  a p p r o p r i a t i o n s  to the D e p a r t m e n t  of

C o m m e r c e  and E c o n o m i c  Devel o p m e n t ,  d i v i s i o n  of t o u r­

ism and A l a s k a  T o u r i s m  M a r k e t i n g  Council, f or o p e r a t­

ing e x p en ses and t o u r i s m  m a r k e t i n g  pr ograms; and 

p r o v i d i n g  for an e f f e c t i v e  date."

BE IT E N A C T E D  B Y  THE L E G I S L A T U R E  O F  THE STATE OF ALASKA:

* S e c t i o n  1. The f o l l o w i n g  a m o unts are a p p r o p r i a t e d  f r o m  the g e n e r a l  

fund to the D e p a r t m e n t  o f  C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t ,  d i v i s i o n  of 

tourism, for the purp oses l i s t e d  for the fiscal y e a r  ending J u n e  30, 1991:

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

A d m i n i s t r a t i v e  and o ffice e x p e nses $ 1 , 1 0 0 , 0 0 0 ________________

I n t e r n a t i o n a l  t o u r i s m  m a r k e t i n g  p r o g r a m  3 , 0 0 0 , 0 0 0 \  i,o3o

H i g h w a y  t o u r i s m  m a r k e t i n g  p r o g r a m  5 5 0,000

R e s e a r c h  and f e a s i b i l i t y  studies 400,000

Grants 400,000

A l a s k a  Public Lands I n f o r m a t i o n  Center 150,000

Fi'lm p r o m o t i o n  and trade s h o w  p a r t i c i p a t i o n  150,000

Respo n s e  to i n f o r m a t i o n  r e q u e s t s  100,000

* Sec. 2. The f ollo w i n g  a m ou nts are a p p r o p r i a t e d  from the g e n e r a l  fund 

to the D e p a r t m e n t  of C o m m e r c e  and E c o n o m i c  D evel o p m e n t ,  A l a s k a  T o u r i s m  

M a r k e t i n g  Council, for the p u r p o s e s  listed for the fiscal y e a r  e n d i n g  

June 30, 1991:

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

A d m i n i s t r a t i v e  and o f f i c e  e x p e n s e s  $ 300,000

-1- C S H B  551( )


