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M e l i s s a  F a u s t
c / o  S e n a t o r  A r l i s s  S t u r g u l e w s k i  

3 1 1 1  C  S t r e e t  

A n c h o r a g e ,  A l a s k a  9 9 5 0 3  

19 D e c e m b e r  1 9 8 3

D e a r  M e l i s s a :

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

S t a t e  P r o c u r e m e n t  C o d e .

I n  O c t o b e r  o f  t h i s  y e a r  I w a s  a s k e d  t o  p r o v i d e  a  v e r b a l  q u o t e  

t o  t h e  U n i v e r s i t y  o f  A l a s k a  A n c h o r a g e  f o r  i n f r a r e d  e l e c t r i c a l  

i n s p e c t i o n s  ( t h r e e  d a y s ) .  I p r o v i d e d  a  q u o t e  o f  $ 2 7 0 0 .

T h e  U n i v e r s i t y  a l s o  r e q u e s t e d  q u o t a t i o n s  f r o m  t w o  o t h e r  f i r m s  

i n  t h e  l o w e r  4 8  ( m y  c o m p a n y  i s  t h e  o n l y  f i r m  p r o v i d i n g  t h i s  

s e r v i c e  in A l a s k a ) .  O n e  o f  t h e  f i r m s  p r e s e n t e d  a  p r i c e  

e x c e e d i n g  m i n e .  T h e  o t h e r  p r e s e n t e d  a  p r i c e  o f  a b o u t  $ 2 0 0 0  

i n c l u d i n g  a l l  e x p e n s e s .  O f  c o u r s e ,  t h e y  w e r e  a w a r d e d  t h e  

p r o j e c t .

I n  a  c o n v e r s a t i o n  w i t h  t h e  U n i v e r s i t y  p u r c h a s i n g  o f f i c e r  I 

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

r a t e  b e c a u s e  t h e y  w a n t e d  t o  t a k e  a  p a i d  t r i p  t o  A l a s k a .  T h e y  

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

( b e y o n d  t h e  t h r e e  i n  t h e  r e q u e s t )  f o r  t h e  p r i c e  o f  t h e  h o t e l  

r o o m .

T h e  w i n n i n g  f i r m  w a s  c e r t a i n l y  w i t h i n  i t s  r i g h t s  t o  o f f e r  i t s  
s e r v i c e  i n  t h i s  m a n n e r  ( i n  f a c t  I m a y  s t a r t  h u n t i n g  f o r  w o r k  
i n  H a w a i i  -  I ' l l  d o  i t  f o r  c o s t ) .  A l s o ,  t h e  U n i v e r s i t y  

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

H o w e v e r ,  t h e  w i n n i n g  b i d d e r  d i d  n o t  p o s s e s s  -  n o r  i s  i t  

r e q u i r e d  t o  p o s s e s s  -  a n  A l a s k a  b u s i n e s s  l i c e n s e .

I f e e l  t h a t  t h e r e  is a  l o o p h o l e  i n  t h e  S t a t e  P r o c u r e m e n t  C o d e  

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

o f  p r o j e c t s  u n d e r  $ 5 0 0 0  t o  p a r t i c i p a t e  w i t h o u t  p o s s e s s i o n  o f  

a n  A l a s k a  b u s i n e s s  l i c e n s e .  I f e e l  t h a t  a l l  r e s p o n d e n t s  t o  

a n y  w o r k  a u t h o r i z e d  b y  S t a t e  f u n d s  s h o u l d  p o s s e s s  t h i s  l i c e n s e  

e x c e p t  i n  s i t u a t i o n s  w h e r e  t h e  s e r v i c e  o r  p r o d u c t  i s  n o t  
a v a i l a b l e  i n  t h e  S t a t e .



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

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

t h i s  l o o p h o l e .  P l e a s e  d o n ' t  h e s i t a t e  t o  c a l l  i f  y o u  h a v e  a n y  

q u e s t i o n s .

Siryjeerely yours,

Geoff^ Feiler 
/President

J
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(1) m a k i n g  c e r t a i n  t h a t  t h e  o f f e r o r  h a s  a  c l e a r  

u n d e r s t a n d i n g  o f  t h e  s c o p e  o f  t h e  w o r k  a n d  t h e  r e q u i r e m e n t s  

i n v o l v e d  i n  p r o v i d i n g  t h e  r e q u i r e d  s e r v i c e s ?

(2) d e t e r m i n i n g  t h a t  t h e  o f f e r o r  w i l l  m a k e  

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

t h e  s e r v i c e s  w i t h i n  t h e  r e q u i r e d  t i m e ?  a n d

(3) a g r e e i n g  u p o n  c o m p e n s a t i o n  t h a t  i s  f a i r  a n d  

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

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

(b) T h e  o f f e r o r  s e l e c t e d  f o r  a w a r d  s h a l l  s u b m i t  a n d  

c e r t i f y  c o s t  a n d  ’-‘r i c i n g  d a t a .

(c) U p o n  f a i l u r e  t o  n e g o t i a t e  a  c o n t r a c t  w i t h  t h e  m o s t  

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

n e g o t i a t i o n s  w i t h  t h e  n e x t  m o s t  q u a l i f i e d  o f f e r o r .

(d) I f  t h e  p r o c u r e m e n t  o f f i c e r  i s  u n a b l e  t o  n e g o t i a t e

a  c o n t r a c t  w i t h  a n y  o f  t h e  o f f e r o r s  i n i t i a l l y  s e l e c t e d  a s

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

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

(e) W r i t t e n  n o t i c e  o f  t h e  i n t e n t  t o  a w a r d  m u s t  c o m p l y  

w i t h  2 A A C  1 2 . 3 1 0  a n d  m u s t  b e  s e n t  t o  e a c h  o f f e r o r .  N o t i c e  

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

(f) A f t e r  a w a r d  o f  t h e  c o n t r a c t ,  a  m e m o r a n d u m  s e t t i n g

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

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

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

p u b l i c  u p o n  r e q u e s t .  ( E f f .  1 / 1 / 8 8 ,  R e g i s t e r  104 )

A u t h o r i t y :  A S  3 6 . 3 0 . 0 4 0

A S  3 6 . 3 0 . 2 7 0

R e g i s t e r  104, J a n u a r y  1988 A D M I N I S T R A T I O N  2 A A C  1 2 . 4 0 0

A R T I C L E  6. S M A L L  P U R C H A S E S

S e c t i o n

4 0 0 .  A u t h o r i t y  t o  m a k e  s m a l l  p u r c h a s e s

2 A A C  1 2 . 4 0 0 .  A U T H O R I T Y  T O  M A K E  S M A L L  P U R C H A S E S .  (a) 

F o r  p u r c h a s e s  o f  s u p p l i e s ,  s e r v i c e s ,  o r  c o n s t r u c t i o n  

e s t i m a t e d  t o  c o s t  l e s s  t h a n  $ 5 0 0 ,  o r  p r o c u r e m e n t s  o f  

r e p l a c e m e n t  p a r t s  e s t i m a t e d  n o t  t o  e x c e e d  $ 1 , 5 0 0  f o r  

a i r c r a f t ,  a u t o m o t i v e ,  m a r i n e ,  c o n s t r u c t i o n ,  o r  i n d u s t r i a l  

e q u i p m e n t ,  o r  p o i n t - t o - p o i n t  a i r  t r a v e l  o n  s c h e d u l e d  

a i r l i n e s  e s t i m a t e d  t o  c o s t  n o  m o r e  t h a n  $ 5 , 0 0 0 ,  o r  

p r o f e s s i o n a l  s e r v i c e s  e s t i m a t e d  t o  c o s t  n o  m o r e  t h a n  $ 5 , 0 0 0 ,  

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

l e s s  t h a n  $ 5 , 0 0 0 ,  p u r c h a s i n g  a g e n c i e s  s h a l l  u s e  p r o c e d u r e s  

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

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

6 / 1 1 R G D / 1 2 1 5 - 8 7 / 1 8
(12-15-87)
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R e g i s t e r  1 0 4 ,  J a n u a r y  1 9 8 8  A D M I N I S T R A T I O N  2 A A C  1 2 . 4 0 0
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(b) F o r  p r o c u r e m e n t  o f  s u p p l i e s ,  s e r v i c e s ,  o r  

c o n s t r u c t i o n  e s t i m a t e d  t o  c o s t  b e t w e e n  $ 5 0 0  a n d  $ 5 , 0 0 0 ,  t h e  

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

(1) A t  l e a s t  t h r e e  f i r m s  o r  p e r s o n s  s h a l l  b e  

c o n t a c t e d  f o r  q u o t a t i o n s ,  e i t h e r  w r i t t e n  o r  o r a l .  I f  

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

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

o r  i t e m s  s o l i c i t e d ,  t h e  d a t e  t h e  s o l i c i t a t i o n  t o o k  p l a c e ,  

t h e  n a m e  o f  f i r m s  o r  p e r s o n s  c o n t a c t e d ,  i f  a  f i r m ,  t h e  n a m e  

o f  t h e  p e r s o n  i n  t h e  f i r m  c o n t a c t e d ,  a n d  t h e  r e s p o n s e  o f  

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

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

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

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

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

(2) T h e  p r o c u r e m e n t  o f f i c e r  m a y  u s e  t h e

a p p r o p r i a t e  c o n t r a c t o r s  l i s t .  I t  i s  n o t  n e c e s s a r y  t o  

s o l i c i t  a l l  v e n d o r s  o n  t h e  c o n t r a c t o r s  l i s t .  I f  u s e d ,  t h e  

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

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

N o t h i n g  i n  t h i s  s e c t i o n  i s  i n t e n d e d  t o  l i m i t  t h e  p r o c u r e m e n t  

o f f i c e r  f r o m  c o n t a c t i n g  a d d i t i o n a l  f i r m s  o r  p e r s o n s  n o t  o n  

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

(3) T h e  a w a r d  s h a l l  b e  m a d e  t o  t h e  l o w e s t

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

a p p l i c a b l e  A l a s k a n  b i d d e r  a n d  A l a s k a n  p r o d u c t s  p r e f e r e n c e s ,  

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

a w a r d  c r i t e r i a  i n  t h e  s o l i c i t a t i o n .

(c) F o r  p r o c u r e m e n t  o f  p r o f e s s i o n a l  s e r v i c e s  e s t i m a t e d  

t o  c o s t  b e t w e e n  $ 5 , 0 0 0  a n d  $ 2 5 , 0 0 0  o r  c o n c e s s i o n  s e r v i c e s  

e s t i m a t e d  t o  b r i n g  i n  g r o s s  r e c e i p t s  b e t w e e n  $ 5 , 0 0 0  a n d  

$ 2 5 , 0 0 0  a n n u a l l y ,  t h e  f o l l o w i n g  p r o c e d u r e s  s h a l l  b e  
f o l l o w e d :

(1) A t  l e a s t  t h r e e  f i r m s  o r  p e r s o n s  m u s t  b e

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

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

w->th w r i t t e n  p r o p o s a l s  t h a t  a r e  m a d e  a  p a r t  o t  t h e

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

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

o f  t h e  s e r v i c e s  s o l i c i t e d ,  t h e  d a t e  t h e  s o l i c i t a t i o n  t o o k  

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

f i r m ,  t h e  n a m e  o f  t h e  p e r s o n  i n  t h e  f i r m  c o n t a c t e d ,  a n d  t h e  

r e s p o n s e  o f  e a c h  f i r m  o r  p e r s o n .  T h i s  r e c o r d  a n d  a 

j u s t i f i c a t i o n  f o r  t h e  a w a r d  s h a l l  b e  i n c l u d e d  i n  t h e  

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

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

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

c o p i e s  o f  a l l  p r o p o s a l s  r e c e i v e d ,  a n d  a  j u s t i f i c a t i o n  f o r  

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

6 / 1 1 R G D / 1 2 1 5 - 8 7 / 1 9
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(2) T h e  p r o c u r e m e n t  o f f i c e r  m a y  u s e  t h e  

a p p r o p r i a t e  c o n t r a c t o r s  l i s t .  I t  i s  n o t  n e c e s s a r y  t o

s o l i c i t  a l l  v e n d o r s  o n  t h e  c o n t r a c t o r s  l i s t .  I f  u s e d ,  t h e

l i s t  s h a l l  b e  r o t a t e d  t o  t h e  e x t e n t  n e c e s s a r y  t o  g i v e  a l l  

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

N o t h i n g  i n  t h i s  s e c t i o n  i s  i n t e n d e d  t o  l i m i t  t h e  p r o c u r e m e n t  

o f f i c e r  f r o m  c o n t a c t i n g  a d d i t i o n a l  f i r m s  o r  p e r s o n s  n o t  o n  

t h e  l i s t .

(3) T h e  a w a r d  s h a l l  b e  m a d e  t o  t h e  m o s t  q u a l i f i e d  

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

a p p l i c a b l e  A l a s k a  b i d d e r  a n d  p r o d u c t  p r e f e r e n c e s ,  a n d  s h a l l  

b e  m a d e  i n  a c c o r d a n c e  w i t h  t h e  s p e c i f i c a t i o n s  a n d  av/ard 

c r i t e r i a  i n  t h e  s o l i c i t a t i o n .  (E f f .  1 / 1 / 8 8 ,  R e g i s t e r  104)

A u t h o r i t y :  A S  3 6 . 3 0 . 0 4 0

A S  3 6 . 3 0 . 3 2 0

A R T I C L E  7. S O L E  S O U R C E  P R O C U R E M E N T

S e c t i o n

4 1 0 .  C o n d i t i o n s  f o r  u s e  o f  s o l e  s o u r c e  p r o c u r e m e n t  

4 2 0 .  R e c o r d  o f  s o l e  s o u r c e  p r o c u r e m e n t

2 A A C  1 2 . 4 1 0 .  C O N D I T I O N S  F O R  U S E  O F  S O L E  S O U R C E  

P R O C U R E M E N T .  (a) A  r e q u e s t  b y  a  p u r c h a s i n g  a g e n c y  t h a t  a 

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

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

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

a g e n c y  m a y  a d v e r t i s e  a n  i n t e n t  t o  m a k e  a  s o l e  s o u r c e  a w a r d  

f o r  t h e  p u r p o s e  o f  d e t e r m i n i n g  i f  o t h e r  s o u r c e s  a r e  

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

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

w r i t t e n  a p p r o v a l  o f  t h e  c h i e f  p r o c u r e m e n t  o f f i c e r  o r  t h e  

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

a p p r o p r i a t e  u n d e r  A S  3 6 . 3 0 . 3 0 0 ( a ) .

(b) T h e  w r i t t e n  d e t e r m i n a t i o n ,  r e q u i r e d  u n d e r  

A S  3 6 . 3 0 . 3 0 0  (a), t h a t  t h e r e  i s  o n l y  o n e  s o u r c e  f o r  t h e  

r e q u i r e d  p r o c u r e m e n t  m u s t  s p e c i f y  t h e  d u r a t i o n  o f  i t s  
e f f e c t i v e n e s s „

(c) A  p r o c u r e m e n t  o f f i c e r  s h a l l  c o n d u c t  n e g o t i a t i o n s ,  

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

s o u r c e  p r o c u r e m e n t .

(d) T h e  f o l l o w i n g  a r e  e x a m p l e s  o f  c i r c u m s t a n c e s  i n  

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

(1) i f  t h e  c o m p a t i b i l i t y  o f  e q u i p m e n t ,  

a c c e s s o r i e s ,  o r  r e p l a c e m e n t  p a r t s  i s  t h e  m a i n  c o n s i d e r a t i o n ;

6 / 1 1 R G D / 1 2 1 5 - 8 7 / 2 0
(12-15-87)

2 0



6-0347E
B a n n i s t e r

1/19/89

Original sponsors: Sturgulewski and
Pearce

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 99 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION

A  BILL

For an Act entitled: "An Act requiring certain state contractors to have

business licenses."

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

* Section 1. AS 36.30.320(a) is amended to read:

(a) A procurement for supplies, services, or construction that 

does not exceed an aggregate dollar amount of $5,000 may be made in 

accordance with regulations adopted by the commissioner for small 

procurements. Except in the following cases, an agency may not enter 

into a contract for the supplies, services, or construction unless the 

prospective contractor has a valid Alaska business license:

(1) the prospective contractor is not required by AS 43.70 

to have an Alaska business license to perform the contract;

(2) the contract is for a travel-related expense and is 

made by an agency employee while traveling outside the state on state 

b us iness;

(3) the contract is by a state office located in a foreign 

country, another state, or Washington, D.C.;

(4) the contract is with a pharmaceutical company that is 

located outside the state; or

(5) the contract is a mail order to a company outside the

state.

-1- CSSB 99(L&C)





J S e n a i o r  3 M f i i  ( H a c k )  fflogljtil

Box 55028
North Pole. Alaska 99705 
(907) 488 0862

Box V
Juneau, Alaska 99811 
(907) 465-4797

JMaska j&atc ^Hcgislaturc

MEMORANDUM

R e :  B i l l  h e a r i n g

D a t e :  J a n u a r y  1 9 ,

T o

F r o m :  S e n a t o r  C o g h

S e n a t o r  E l i a

I w o u l d  l i k e  t o  r e q u e s t  y o u  t o  s c h e d u l e  a  h e a r i n g  i n  t h e  

S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  o n  S e n a t e  B i l l  1 0 9  a s  

s o o n  a s  p o s s i b l e .

W i t h  t h e  i n t r o d u c t i o n  o f  S B  1 0 9 ,  I a m  p r o p o s i n g  t o  m a k e  a 

s p e c i a l  a p p r o p r i a t i o n  t o  t h e  A l a s k a  P o w e r  A u t h o r i t y  o f  

$ 7 , 0 2 9 , 3 0 6  o u t  o f  t h e  R a i l b e l t  E n e r g y  F u n d  f o r  p a y m e n t  a s  a  

g r a n t  t o  G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n  t o  e x t e n d  

e l e c t r i c a l  s e r v i c e  a l o n g  a r e a s  o f  t h e  P a r k s  H i g h w a y .

I h a v e  b e e n  a d v o c a t i n g  t h e  n e e d  t o  p r o v i d e  e l e c t r i f i c a t i o n  

a l o n g  t h e  P a r k s  H i g h w a y  f o r  m a n y  y e a r s .  F o r  s o m e  u n k n o w n  

r e a s o n ,  w e  h a v e  n o t  b e e n  a b l e  t o  g e t  e n o u g h  s u p p o r t  f r o m  t h e  

A d m i n i s t r a t i o n  t o  f u n d  t h i s  p r o j e c t  i n  t h e  C a p i t a l  B u d g e t .

I b e l i e v e  w e  s h o u l d  u s e  t h e  R a i l b e l t  E n e r g y  F u n d  f o r  e n e r g y  

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

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

{



G O L D E N  V A L L E Y  ELEC TR IC  A S S O C IA T IO N  INC. Box 1249, Fairbanks, Alaska 99707-1249, Phona 907-452-1151

O c t o b e r  1 8, 1 9 8 8

S e n a t o r  C o g h i l l  
A t t n :  S h e l l y
P . O .  B o x  5 5 0 2 8  
N o r t h . P o l e ,  A K  9 9 7 0 5

R e :  C o s t  E s t i m a t e  f o r  L i t t l e  G o l d s t r e a m  t o  E s t e r  P o w e r l i n e
E x t e n s i o n .

D e a r  S h e l l y ,

E n c l o s e d  i s  t h e  c o s t  e s t i m a t e  f o r  t h e  a b o v e  e x t e n s i o n .  T h i s  
e s t i m a t e  w a s  c o m p l e t e d  l a s t  y e a r  a n d  w a s  c a l c u l a t e d  i n  t w o  ) h i  
s e g m e n t s :  E s t e r  t o  S k i n n y  D i c k s  R o a d h o u s e j 7 i t J ] L _ 1 4 . l__miles_o.f— I^Lt X £ _ .  
m a i n l i n e  a n d  1 3 . 8  m i l e s  o f  m a i n l i n e  f r o m C N e n £ n a _ } t d ^ " S k i n n y  
D i c k s  R o a d h o u s e  f o r  a  t o t a l  o f  2 7 . 9  m i l e s 7 ~ T H e 4 .1 m i l e s  o f  
t a p s  i s  f o r  l o c a l  s e r v i c e  t o  t h e  r e s i d e n t s  a l o n g  t h e  
e x t e n s i o n .  T h e r e f o r e  t h e  t o t a l  c o s t  o f  t h e  l i n e  e x t e n s i o n  
w o u l d  b e  a s  f o l l o w s :

2 7 . 9  m i l e s  o f  m a i n l i n e  $ 2 , 2 9 5 , 9 0 5 . 0 5

4 . 1  m i l e s  o f  t a p s  f o r  l o c a l ,  s e r v i c e  $ 3 3 7 , 3 9 1 . 2 6

T o t a l  c o s t  o f  t h e  e x t e n s i o n  $ 2 , 6 3 3 , 2 9 5 . 3 1

I f  y o u  h a v e  a n y  q u e s t i o n s ,  o r  i f  I c a n  b e  o f  f u r t h e r  

a s s i s t a r  c e  p l e a s e  c a l l  m e  a t  4 5 2 - 1 1 5 1 ,  E x t .  2 0 6 .

B e s t  r e g a r d s ,

D a v i d  J o h n s o n

N e w  S e r v i c e  C o o r d i n a t o r

E n c l o s u r e s  

c c :  M i k e  K e l l y
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g o l d e n  v a l l e y  e l e c t r i c  a s s o c i a t i o n 1 4m c . B o x , F*Hrb«nl(«, Am ^ka  80/07-1249, P h o n *  907-452-11

February 9, 1989

Senator Jack Coghill 
Attni Shelly Growden

Shelly,
• i

Attached is a copy of the <t:6et eatlntntda iior various line 
extensions that were drepaifc by our Mndirwleringl Departmeni 
for the October 5th me etiny1' that! ya* hetldl !at the M c K i n l e y  
Village Community Center.

If you need any additional' infosjfl4tJi<j>nr plleaae ball me at
452-1151, Ext. 206. 

Sincerely,

/  -Cj

David JoKnson 
New Service Coordinator



02/09/89 1 1 :5 6

q o L d e n  v a l l e y  E L E C T R I C  A S S O C I A T I O N  irjj 

October 4, 1988

G U EA  ftD M IN IST R A T I ON 4 5 2 11 5 1X 5 3 3 003

Estimated |Cô tji|! in 

To Sarvlcj* thf|j foil

i:>«9

AI«»Imi .99707-1249, Phonw 907-452-115

D a l Hair*

Cantwell to McKinley Vl|llqcnit 

Total coot of the jpovoilline <*xten|sion '
Miles of line including tap* 
Number of cuetomers

Mercers Corner on the flares

$ 2 , ^ 1 5 , 3 2 5 . 0 0  
23 m i l e *

Total coot of tho poweriline 4xt®11 
"Miles of line including tap* 
Number of customer*

T en  ryi/Rpjck C r e e k  S u b r>

" D o e s  n o t  
ea*t side

$ $ 4 6 , 3 3 5 . 0 0
1 1 . 5  m i l e s

include electrjical 'dexvijsj* jto anV- eitin 
of the Nenana Riv4?

»a o n  the

Kobe to Ferry/Rock Creek 8ul}«,

Total cost of the po.rertLine tjixten^ijon
♦Mile* of line includi»9
♦Does not include electr 
east side o f  the Nenana

tap*

Leal
Rive

qfervi,<j:e|s L o  a n y

U j 234,350. 00 
15 miles

sites' on the

Cantwell to Summit

Total cost of the poweltne ei>i)tBns|ô i 
Miles of powerline 
Numbor of customers

^ 7 3 , 9 1 2 . 0 0  
8 miles

•I
I I

! I



standby (generation requirem ents, f l e x i b i l i t y  of buying from 

lowest cost generation source , the increased com petition due to 

g rea te r access to a l t e r n a t i v e  generation  methods and f a c i l i t a t i o n  

of general economic development requirem ents. THEREFOR1; , THE 

COUNCIL REOCMEND5 THAT THESE FUBLIC POL.\Of ISSUES BE CONSIDERED 

AS AN IMPORTANT PART OF THE DECISION MAKIN3 PROCESS IN ACOITICN 

TO THE TRADITIONAL BENEFIT/COST ANALYSIS.

The Council finds that e le c tr ic i ty  has become a necessity and a 

prerequ is ite  to inproving the q u a lity  o f l i fe  fo r the rural 

residents, tthi le the Counci I recognizes that extending the 

e le c tr ica l service to aJM rural residents is neither p ra c tica l, 

nor desired by some o f them, i t  finds that extension o f such 

services along state routes and in te rt ie s , on a p r io r i ty  basis, 

would be h igh ly desirable.' Accordingly, the Council believes 

that the Legislature and the Administration should adopt po lic ies 

and appropr i at ions, designed to ^achieve .that- goa I /  Thereby* 

enhancing the economic development potential o f the rural 

residents whi le concurrently improving the ir q u a lity  o f l i fe .

3. Recommend a lte rna tive  financing plans fo> at ; i r  ing the p riva te 
sector and pub I ic  u t i I i t i  es to meet the future energy needs o f 
the Ra i I  be 11 area.

The Council has in th is report made specific recommendations 

covering methods o f financing fo r Bradley Lake and the In te rtie s . 

The Council recognizes that State revenues have severely dec Iined 

and that no new generation, in addition to the Hradley Lake and

ficvlbtiF Z n t f q u  C o u - n c C L ,  i h - p o / O



C A N T W E L L  T O  M c K I N L E Y  V I L L A G E  A N D  M c K I N L E Y  P A R K  T O  C A R L O  C R E E K

3 - P H A S E  O V E R H E A D  P O W E R L I N E  E S T I M A T E S  

( T O T A L  A V E R A G E  C O S T / M I L E  IS $ 9 6 , 7 3 9 )

C a n t w e l l  to C a r l o  C r e e k

1 3 . 1  M i l e s  o f  M a i n l i n e  $ 1 , 2 6 7 , 2 8 0 . 9 0

1 . 0  M i l e s  o f  T a p s  for L o c a l  S e r v i c e  9 6 , 7 3 9 . 0 0

$1 , 3 6 4  , 0 1 9  .90'

C a r l o  C r e e k  to M c K i r . l e y  V i l l a g e

8 . 5  M i l e s  o f  M a i n l i n e  $ 8 2 2 , 2 8 1 . 5 0

0 . 3  M i l e s  o f  T a p s  o f  L o c a l  S e r v i c e  2 9 , 0 2 1 . 7 0

$ 8 5 1 , 3 0 3 . 2 0

M c K i n l e y  V i l l a g e  to M t . M c K i n l e y  3 d  L i n e

5 . 8  M i l e s  o f  M a i n l i n e  $ 5 6 1  ,086..20

0 . 8  M i l e s  o f  U n d e r g r o u n d  . 1 9 3 , 4 7 8 . 0 0

$ 7 5 4 , 5 6 4 . 2 0

It is a s s u m e d  . f r o m  d i s c u s s i o n s  w i t h  

t h e  N a t i o n a l  P a r k  S e r v i c e  t h a t  t h e  

P a r k ' r o u t e  w i l l  r e q u i r e  

c o n s i d e r a b l e  t i m e  to a c q u i r e  

p e r m i s s i o n  to c o n s t r u c t  i n v o l v i n g  

s a t i s f y i n g  a l l  p u b l i c  h e a r i n g s ,  

e n v i r o n m e n t a l  c r i t e r i a  a n d  N P S  

i n t e r n a l  r e q u i r e m e n t s .

T o t a l  e s t i m a t e d  C o s t  C a n t w e l l - M c K i n l e y  V i l l a g e

e x c l u d i n g  t r a n s f o r m e r s  a n d  s e r v i c e s  $ 2 , 2 1 5  ,32 3  . 10

T o t a l  e s t i m a t e d  C o s t  M c K i n l e y  P a r k  to 

C a r l o  C r e e k  e x c l u d i n g  t r a n s f o r m e r s

a n d  r --rv i c e s  $ 1 , 6 0 5  , 8 6 7  . 4 0 /

N O T E ;

J i m  W r i g h t  o f  C a n t w e l l  i n t e n d s  to 

a s k  S e n a t o r  C o g h i l l  to a s s i s t  in 

f u n d i n g  a l i n e  f r o m  C a n t w e l l  8 m i l e s  

s o u t h  to t h e  S u m m i t  A i r p o r t .  T o t a l  

e s t i m a t e d  c o s t  e x c l u d i n g  t r a n s f o r m e r s

a n d  s e r v i c e s  • $ : 7 7 3  ; 9 1 2 . 0 0



A PETITION

We the undersigned businesses and homeowners hereby request 

Golden Valley Zlectric Association to design, install and 

operate a power distribution system along the Parks Highway, 

bounded on the north by the Chalet resort and on the south by 

Carlo Creek.
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A PETITION

We 'he undersigned businesses and honeowners hereby request 

Jolden Valley Zlectric Association to design, install and 

operate a power distribution systen along the Parks Highway, 

bounded on the north by the Chalet resort and on the south by 

Carlo Creek.



A PETITION

Golden Valley Zlectric Association to design, install and

operate a power distribution system along the Parks Highway,

bounded on the north by the Chalet resort and on the south by
••

Carlo Creek.

We the undersigned, businesses and homeowners hereby request

: W _  .. ^  H e *  [ f j k v .

At, _3Slc>|
f k r ^ x J S J  _.. . aJe, q cl7 H 3u>~



A PETITION

We the undersigned businesses and honeowners hereby request 

Golden Valley Electric Association to design, install and 

operate a power distribution system along the Parks Highway, 

bounded on the north by the Chalet resort and on the south by 

Carlo Creek.



A  P E T I T I O N

W e  the u n d e r s i g n e d  b u s i n e s s e s  a n d  n o ~ e o v n e r s  h e r e b y  request

G o l d e n  V a l l e y  S l e e t r i c  A s s o c i a t i o n  t o  d e s i g n ,  i n s t a l l  a n d

o p e r a t e  a  p o w e r  d i s t r i b u t i o n  sysreti a l o n g  t h e  P a r k s  H i g h w a y ,

b o u n d e d  o n  t h e  n o r t h  b y  t h e  C h a l e t  r e s o r t  a n d  o n  t h e  s o u t h  b y
••

C a r l o  C r e e k .

' H  v ( j



A PETITION

G o l d e n  V a l l e y  e l e c t r i c  A s s o c i a t i o n  r o  d e s i g n ,  i n s t a l l  a n d

o p e r a t e  a  p o w e r  d i s t r i b u t i o n  s y s tera a l o n g  t h e  P a r k s  H i g h w a y ,
* <

b o u n d e d  o n  t h e  n o r t h  b y  t h e  C h a l e t  r e s o r t  a n d  o n  t h e  s o u t h  b y  

C a r l o  C r e e k .

We the undersigned businesses and houeowners hereby request



R o n a l d  a n d  K a r i n e  D a n e  
P . 0 .  B o x  1 0 8  
C a n t w e l l  . A l a s k a  9 9 7 2 9  

• J a n u a r y  2 6 ,  198-7

S e n a t o r  H i c k  H a l f o r d  

J u n e a u ,  A l a s k a

D e a r  S e n a t o r  H a l f o r d :

C d b e

Re .  E l e c t r i f i c a t i o n  o f  t h e  M c K i n l e y  P a r k  C o m m u n i t y  l o c a t e d  
o n  t h e  G e o r g e  P a r k s  H i g h w a y .  F r o m  t h e  g e n e r a l  a r e a  o f  M i l e  
P o s t  2 2 4  -  2 3 1  :

M e m b e r s  o t  t h e  c o m m u n i t y  h a v e  s i n c e  t n e  b e g i n n i n g  o t  t n e  
I n t e r t i e  ’> 1 9 8 0 )  b e e n  a p p r o a c h i n g  t h e i r  l e g i s l a t o r s  t o  
a p p r o p r i a t e  - f u n d s  - f o r  t h e  i n s t a l l a t i o n  o t  c o m m e r c i a l  
e i e c t r i c i t v  - f o r  t h i s  a r e a .  R e s p o n s e  w a s  a  1 w a v s  e n c o u r a g i n g  
n u t  r e s u l t s  n o t  f o r t h c o m i n g .  W e  h o n e  t h a t  n o w  t h a t  t n e  S t a t e  
n a s  $ 2 8 0 , 0 0 0 , 0 0 0  a t  t n e i r  d i s p o s a l  t h r o u g h  t h e  R a i l b e l t  
E n e r g y  F u n d ,  t h a t  y o u ,  o u r  e l e c t e d  l e a d e r s ,  w i l l  s e e  i t  - f i t  
t o  c l o s e  t h i s  e n e r g y  g a p  o n c e  a n d  f o r  a l l  .

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

1 .  M c K i n l e y  P a r k  ( D e n a l i  N a t i o n a l  P a r k )  i s  s v n c n y o m o u s  
w i t h  t h e  A l a s k a  T o u r i s t  I n d u s t r y ,  a  m a j o r  b a s s  o f  A l a s k a ' s  
e c o n o m v .  T h e  4 0 0 , 0 0 0  t o u r i s t s  w h o  c o m e  t o  t h e  p a r k  e v e r y  
s u m m e r  n e e d  s e r v i c e s . S e r v i c e s  n e e d  t h e  r e 1 i a b i l i t v .  
e x p e d i e n c e  a n d  a r f o r d a b i l i t v  o f  c o m m e r c i a l  e i e c t r i c i t v .

2 .  T h e  M c K i n l e y  C o m m u n i t y  V o l u n t e e r  F i r e  D e p a r t m e n t  
a s s u m e s  r e s o o n s i b i l i t v  * o r  t h e  s a f e t y  o f  t n e  v i s i t o r s  t o  t n e  
p a r k  a s  w e l l  a s  p r o t e c t i o n  f o r  i t s  v e a r —r o u n d  r e s i d e n t s .  T o  
•20 t h i s ,  m e m o  e r e  m u s t  r u n  t h e i r  o w n  g e n e r  a  t o r s  i n  o r d e r  t o  
k e e p  t h e  b a t t e r i e s  f o r  t h e i r  p a g e r s  c h a r g e d .  -» h i g h  - p r i c e  
f o r  v o l u n t e e r i n g  t h e i r  s e r v i c e s ,  w o u  ■ o n  •' f  v o u  s a v  ”•

3 .  T h e  V i l  i a g e  V i e w  s t a t e  l e t t e r ' '  o p e n e d  u p  4 7  p a r c e l  s  o f  
> a n d  f o r  ,-,e s  i t i e n t  i  a  I u s e .  M a n y  o f  t h e  w i n n e r s  l a v e  a i r e a c i v  

o e g u n  t o  b - u i ’ P .  : i - . id t h e n  d i e s e l  a n d  g a s o l  m e  w e n e r a s  i  n-v 
u n i t s  t o  a l r e a d y  e x i s t i n g  g e n e r a t o r s ,  a n d  w e  a r e  f a c i n g  a  
p o t e n t i a l  n c - i s e  a n u  n r  t - o i  • v . t  * o n  v o o l e m s .
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4 .  T h e r e  a r e  m e m b e r s  o t  t h e  c o m m u n i t y  w h o  a r e  e m p l o y e d  a t  
D e n a l i  N a t i o n a l  P a r k ,  a t  t h e  U s i b e l l i  C o a l  N i n e ,  a t  t h e  
H e a l y  a n d  C a n t w e l l  s c h o o l s ,  a t  C a n t w e l l  D e p a r t m e n t  o t  
T r a n s D o r t a t i o n . a n d  l a s t  o u t  n o t  l e a s t ,  a t  t h e  6  . V . £ . A . p o w e r  
d  1 s n t  a t  H e a i v  ( ! )  . W e  a r e  g a i n - f u l  1 v  e m o  I o y e d  , p r o d u c t  i  y e  
A 1 a s x a n s  w n o  a r e  p a y i n g  m o r e  t h a n  o u r  s h a r e  t o r  t h e  
p r i v i l e g e  o t  e m o 1 o y m e n t  a s  a n v  a t  y o u  w,  o  h a v e  e v e r  h a d  t o  
g e n e r a t e  e i e c t r i c i t v  o n  a  o a i l v  o a s i s  i n  o r d e r  t o  e n s u r e  
t r a n s p o r t a t i c n  c a n  ► ■ ' e a d i l v  a t t e s t  t o .  w e  n e e d  e l e c t r i c i t y  t o  
K e e p  o u r  w a t e r  a n d  s e w e r  1 m e s  t r o m  - r e e l i n g  a n o  o u r  * o o d  
s u p p l y  t r o m  t n a w i n g  . w e  d o n '  t  n e e d  t h e  a d d e d  e x p e n s e  o t  
t i m e ,  e n e r g y  a n a  m o n e y '  t m s  a l l  e n t a i l s .

*3.  I t  m i g h t  b e  g o o d  a n d  w e l  1 t o  u p g r a d e  p o r t i o n s  o t  t n e  
I n t e r t i e  w i t h  t h e  - f u t u r e  i n  m i n d .  H o w e v e r ,  t h e  i m m e d i a t e  
r e s u i t s  o t  t n i s  w i l l  b e  t o  o r o v i d e  t h o s e  w n o  a l r e a d y '  n a v e  
a m p l e  a n d  r s a s o n a o 1 s  e i e c t r i c i t v  w i t h  m o r e  a n d  c h e a p e r  
e i e c t r i c i t v .  I s n ' t  i t  t i m e  t o  c o m p l e t e  t h e  e n e r g i s i n g  o t  t h e  
R a i l  b e  i t  ?

P l e a s e  c o n s i d e r  o u r  n e e d s  w h e n  y ' o u  b e g i n  t o  p r i o r i t i s e  
o o r t i o n s  a t  t h e  R a i l b e l t  E n e r g y  F u n d  t h i s  s e s s i o n ,  w e  n a v e  
w a i t e d  l o n g  a n d  p a t i e n t l y .

R e s o e c t t u l  1 y  - ' o u r s  ,

" < & l  t



A D E N A L I  C A B I N S

Box 427  Mi 231 Parks H w y 
Denali N a tiona l Park, AK 99755

2 / 2 3 / 0 6

D e a r  J a c k :
«

I ' v e  b e e n  O u t s i d e  d o i n g  s o m e  p r o m o t i n g  a n d  h a v e  b e e n  u n a b l e  

t o  f o l l o w  t h e  i s s u e s  a s  t h e y  a f f e c t  o u r  a r e a .  H o p e f u l l y ,  

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

i n g  t h e r e  a n d  l o o k i n g  o u t  f o r  o u r  i n t e r e s t s  a n d  t h e  s t a t e ' s .

W h e n  t h e  t w o  c a n  b e  t h e  s a m e ,  w e  a l l  b e n e f i t .  I ' m  s u r e  a t  

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

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

N o  G a i n " .

I w o u l d  l i k e  t o  f i n d  o u t  t h e  l a t e s t  o n  o u r  e f f o r t s  f o r  p o w e r  

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

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

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

y o u r  e f f o r t s ,  a t  l e a s t  w e  h o p e  s o. I n  y o u r  N o v  2 7  l e t t e r ,  

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

f o r  t h e  A l a s k a  P o w e r  A u t h o r i t y  f o r  e l e c t r i f i c a t i o n  a l o n g  t h e  

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

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

d o  y o u  f e e l  a b o u t  w h a t  t h e  g o v e n o r  m i g h t  d o ?

C e r t a i n l y  o u r  b u s i n e s s  is t o u r i s m  r e l a t e d ,  a n d  h o p e f u l l y  t h a t  

i s  a  b r i g h t  s p o t  i n  t h e  s t a t e .  I ' m  s u r e  t h a t  w o u l d  s t r e n g t h e n  

o u r  a r g u m e n t  i f  h e  i s  m a d e  a w a r e  o f  o u r  n e e d s .  I s  t h i s  t h e  

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

i s  m o v i n g  i n  a  p o s i t i v e  d i r e c t i o n ?

M y  l a s t  q u e s t i o n  c o n c e r n s  t h e  A l a s k a  P o w e r  A u t h o r i t y  a n d  h o w  

i t  f u n c t i o n s .  I f  t h e y  r e c e i v e  a n  a p p r o p r i a t i o n  f o r  a  c e r t a i n  
p r o j e c t ,  m u s t  t h o s e  f u n d s  b e  u s e d  f o r  t h a t  p r o j e c t ?  P e r h a p s ,  

t h a t  s e e m s  a  s t r a n g e  q u e s t i o n ,  b u t  I d o  k n o w  t h a t  a  l o t  o f  

s h i f t i n g  t a k e s  p l a c e  w i t h i n  s o m e  o f  t h e s e  a g e n c i e s .

W e l l  J a c k ,  t h a t ' s  a b o u t  i t  f o r  n o w .  A g a i n  w e  t h a n k  y o u  f o r  

y o u r  e f f o r t s ,  a n d  if t h e r e  i s  a n y t h i n g  t h a t  w e  c a n  do, p l e a s e  

l e t  m e  k n o w .

B e s t  R e g a r d s ,

G a r y  J R . K r o l l  

O w n e r / G e n e r a l  M a n a g e r

c o z y  cedar cabins •  h o t  t u b  •  central b a t h h o u s e  •  rafting 

wildlife •  horseback rides •  fllghtseelng
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D e c e m o e r  12, l y b 6

S e n a t o r  J a c k  C o g n i l l  

H e n a n a ,  A l a s k a

D e a r  J a c k ,

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

o f  t n e  C r o w ' s  A'est. I v e r y  raucn a p p r e c i a t e  y o u r  e f f o r t s  
o n  ^ u r  o e n a l f  a n a  i t ' s  g r a t i f y i n g  to .enow t h a t  t n e  o u r e a u -  
c r a c y  c a n  oe b u d g e d  v/itn p r e s s u r e  i n  t n e  r i g h t  s p o t s .

H a v i n g  p o w e r  o n  t n e  h i l l s i u e  w i l l  c e r t a i n l y  f a c i l i t a t e  o u r  

f u t u r e  e x p a n s i o n ,  a n d  w i t h  t o u r i s m  o e i n g  o n e  o f  t n e  f e w  

c r i g h t  s p o t s  i n  t n e  e c o n o m y  I t h i n k  t n a t  w i l l  oe o f  c e n e f i t  
to t n e  i n a u s t r y  a n a  s t a t e  a s  a  w n o i e .

S o o a  I u c k  i n  y o u r  e f f o r t s  i n  J u n e & u  t n i s  y e a r .  I ' m  

l o o k i n g  f o r w a r d  to s e e i n g  y o u  t h e  n e x t  t i m e  y o u  a r e  u p  

t h i s  w a y .

. i c e r e i y ,

like C r o f o o t



P.O. Box 67
McKinley/Denali Park, Alaska 99755 

Pebruarv 1, 1985

FEB 5, IS85,

Senator Jack Coghill 

Pouch V

Juneau, Alaska 9981)

Dear Senator Coghill:

It was good to talk with you on the phone concerning rural electrification 

for the McKinley/Denali Park Community.

We request your assistance in making it possible for Golden Valley 

Electric Association, Inc. to operate a power distribution system along the 

Parks Highway. The McKinley/Denali Park Community is divided into two locations 

along the highway. The northern pocket of the community is just north of the 

park entrance in the area of the McKinley Chalet resort. The southern area of 

the community is that area from Gary Crabb's McKinley Village on south toward 

Cantwell. This part of the community is generally clustered in the northern 

seven miles of the twenty mile stretch of road from McKinley Village to Cantwell.

The logistics of electrification of these two community areas does not 

seem very complicated. The northern part of the community around the McKinley 

Chalets is already being served partially by GVE A  as the Chalets have GVEA 

power. It simply remains a matter of money for GVEA to branch out generally 

and connect up the other interested consumers there. It does not seem logical 

to try to continue a power line on south through the national park toward McKinley 

Village since there will not be development along that part of the road. It does 

seem appropriate to bring power lines north from Cantwell, along the road right 

of way, to McKinley Village. The new Cantwell power substation has the design 

capacity (according to unofficial GVEA and APA discussions) to supply this added 

service area. Mr. Dave Johnson, New Service Co-ordinator for GVEA, estimates 

that it would cost about $1,000,000 for single phase or $1,800,000 for three 

phase to extend power from Cantwell to McKinley Village. No one in the community 

is using three phase electricity now. There might be some interest in it, but, 

frankly, we feel inadequate in this technical aspect of such a service project.

One would suspect that once GVEA and/or APA spent much time considering the 

matter that they would have a reasoned answer though. The above figures are 

much higher than noted in the phone conversations. But, in rechecking with Mr. 

Johnson ot GVEA, he found his earlier figure of $450,000 in serious error.

GVEA seems willing enough to service interested customers in both sections of 

the community, but these are rural areas and it is just not economical for GVEA 

to provide the services without aid beyond the resources of their association.

It is our understanding that there are (or could be) funds available to utilities, 

such as GVEA, through a State rural electrification revolving loan fund. I have 

attached copies of two bills on this matter that died in the last session of the 

legislature. G V E A  people indicated that these bills, and perhaps previous ones, 

as well, were not written with favorable enough provisions to make them a practical 

source of funding for p r o j e d s  such as outlined above. Perhaps even if the bills



were written more to the liking of the utilities that GVEA still would not consider 

it economical to provide the power services we desire without direct grants 

from the State of Alaska.

It is the hope of many of us in this community (there are abctic ninety 

permanent residence in the McKinley/Denali Park Community - not including 

the National Park Service staff that live at Park Headquarters) that you will 

be able to be the catalyst this project needs. Enclosed is a copy of the 

petition from community members interested in this project. There are more, 

but one copy of the petition with about fourteen signatures was lost. Rather 

than start all over again, we felt it best to forward to you what we do have 

in hand at this time. We are unaware of any community members that are hostile 

to the project, although the good folks at the Alaska Power Authority assured 

us that those people will come out of the woodwork further down the line. As 

with any public or community matter, there are bound to be individuals against 

this proposal but we feel confident that the vast majority, by a strong margin, 

are behind it.

It should also be noted that the Department of Natural Resources will be 

having a couple of land disposals in the community this year. The main 

residential area disposal is slated to have 48 sites, located just east of 

McKinley Village along both sides of the old highway. The other disposal site, 

Montana Creek, east of the Nenana River at approximately Mile 236-Parks Highway, 

is more remote and likely beyond bounds of this electrification project.

Thank you in advance for your assistance in this matter.

Respectfully,

Community Member

cc: Mr. Larry D. Crawford, Executive Director 

..laska Power Authority

Mr. Dave Johnson, New Service Co-ordinator 

Golden Valley Electric Association, Inc.

Ronald C. Dane 

Community Member



Businesses in the McKinley Park area needing electricity - 
their nresent status and nlanned development

1. C a r l o  C r e e k  L o d g e
L o d g e ,  f o u r  c a b i n s ,  o u t b u i l d i n g s

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

i n  1 9 3 9 .

2 .  T h e  P e r c h  " R e s t a u r a n t  

R e s t a u r a n t  t o  b e  o p e r a t i o n a l  1 9 3 9 -

4- r e n t a l  c a b i n s  b u i l t ,  ^ l a n  t o  b u i l d  a  w a s h r o o m  a n d  s h o w e r

h o u s e ,  a n d  h o o k  c a b i n s  u p  t o  e l e c t r i c i t y  w i t h i n  2  y e a r s .  

O w n e r s  w i l l  l i v e  t’-'ere v e a r - r o u n d  w h e n  c o m m e r c i a l  p o w e r  

a v a i l a b l e .

3.  M c K i n l e y  W i l d e r n e s s  . -ige
R e s t a u r a n t ,  3 d u p l e x  c a b i n  u n i t s ,  5 c a b i n s ,  r e s i d e n c e  b u i l d ­

i n g ,  o u t b u i l d i n g s .

4-. O s p r e y  E x p e d i t i o n s

O f f i c e  a n d  s h o p ,  r e s i d e n c e

5. D e n a l i  C a b i n s  - s o u t h

41 units, .ras station, grc j v y  store. Leases space to 
Denali Gift Shoo.

5 .  M a t a n u s k a  T e l e p h o n e  A s s o c .
G e n e r a t e s  e l e c t r i c i t y  t o  o r o v i d e  t e l e p h o n e  s e r v i c e  i n  a r e a .

7 .  M c K i n l e y  C o m m u n i t y  C e n t e r  a n d  F i r e h a l l

H o u s e s  f i r e  t r u c k  n e e d i n g  2 4 - h o u r  h e a t ,  a n d  p r o v i d e s  s p a c e  

f o r  v e a r - r o u n d  c o m m u n i t y  f u n c t i o n s  a n d  c l a s s e s  f o r  

b o t h  a d u l t s  a n d  c h i l d r e n .

3. P o p o  A g i e

C o n t r a c t i n g  b u s i n e s s

9 .  D o n  P e t e r s o n

O n e  b u i l d i n g  d o n e .

1 2  m o r e  c a b i n s  to b e  N j i l d  s u m m e r  1 9 3 9 ,  t o  b e  u s e d  t o  h o u s e  
E l d e r h o s t e l  g r o u p s .

1 0 .  M c K i n l e v  V i l l a g e  - A P A

5 0  r o o m s ,  r e s t a u r a n t ,  c o f f e e  s h o p ,  g a s  s t a t i o n ,  c o n v e n t i o n

r o o m ,  2 4  u n i t s  f o r  s t a f f  h o u s i n g ,  o u t b u i l d i n g s ,  r e s i d e n c e  

L e a s e s  s o a c e  t o  E R A  H e l i c o p t e r s  F l i g h t s e e i n g .

P l a n s  t o  a d d  1 0 0  r o o m s  i n  3-4- y e a r s .

2 3 .  D e n a l i  C a b i n s  W o r t h

L e a s e s  <3 c a b i n s  a n d  s h o w e r c o u s e  t o  D e n a l i  R a f t .

C o n s i d e r i n g  b u i l d i n g  a  2 4 - u r i t  h o t e l  i n  n e x t  f e w  y e a r s  i f  
c o m m e r c i a l  n o w e r  i s  a v a i l a b l e .

1 2 .  O r i z z l v  t e a r  C a m p g r o u n d

1 5  c a b i n s ,  g . r o c e r v  s t o r e ,  l i q u o r  s t o r e ,  c a m p g r o u n d ,  r e  ier.ce. 

o u t b u i l d i n g s .  2  s h o w e r  '"ouses t h e y  c a n n o t  u s e  w . ?ouc 

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



,<r . j  ;v

A l a s k a  S t a t e  L e g i s l a t u r e

Official Business

P.O. Box V 
Slate Capitol 

Juneau, Alask.i 99811

J u l y -  15, 1 9 8 8

H r .  R o b e r t  E. L e R e s c h e  
E x e c u t i v e  D i r e c t o r  

A l a s k a  P o w e r  A u t h o r i t y  

P . O .  B o x  1 9 0 8 6 5  
A n c h o r a g e ,  A K  9 9 5 1 9 - 0 8 6 9

D e a r  B o b :

T h a n k  y o u  f o r  y o u r  l e t t e r  d a t e d  J u l y  8, 1 9 8 8  r e q u e s t i n g  m y  

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

c o n s i d e r a t i o n  i n  t h e  A l a s k a  P o w e r  A u t h o r i t y ' s  F Y 9 0  c a p i t a l  

b u d g e t  r e q u e s t .

A s  y o u  k n o w ,  I  h a v e  b e e n  w o r k i n g  o n  p r o v i d i n g  e l e c t r i f i c a t i o n  

a l o n g  t h e  P a r k s  h i g h w a y  f o r  m a n y  y e a r s .  B u s i n e s s e s  n e a r  t h e  

v i c i n i t y  o f  M t .  M c K i n l e y ,  t h e  S t a t e ' s  n u m b e r  o n e  t o u r i s t  

a t t r a c t i o n ,  a r e  w i t h o u t  c o m m e r c i a l  p o w e r .  I b e l e i v e  y o u r  

n u m b e r  o n e  p r i o r i t y  f o r  e n e r g y  p r o j e c t s  i n  F Y 9 0  s h o u l d  b e  t h e  

e l e c t r i f i c a t i o n  o f  t h e  P a r k s  H i g h w a y  f r o m  C a n t w e l l  t o  C a r l o  

C r e e k ;  C a r l o  C r e e k  t o  M c K i n l e y  V i l l a g e  a n d  M c K i n l e y  V i l l a g e  t o  

M t .  M c K i n l e y .  I h a v e  e n c l o s e d  a n  e s t i m a t e  s h e e t  f o r  t h e  a b o v e  

p r o j e c t  w h i c h  w a s  c o m p i l e d  b y  G o l d e n  V a l l e y  E l e c t r i c  

A s s o c a i t i o n .

B o b ,  I b e l i e v e  p r o v i d i n g  c o m m e r c i a l  p o w e r  a l o n g  t h e  P a r k s  

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

d e v e l o p m e n t .  I t  i s  i m p e r a t i v e  f o r  t h e  S t a t e  t o  t r y  a n d  

g e n e r a t e  n e w  r e v e n u e ,  s u c h  a s  t o u r i s m  d o l l a r s ,  a n d  r e d u c e  o u r  

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

a p p r e c i a t e  t h e  i n c l u s i o n  o f  t h e  a b o v e  p r o j e c t  i n  y o u r  F Y 9 0  

c a p i t a l  r e q u e s t .

L e t  u s  k n o w  i f  y o u  h a v e  a n y  q u e s t i o n s .
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Official Business

A l a s k a  S t a t e  L e g i s l a t u r e

Senate
P.O. BOX V 

State Capitol 

Juneau, Alaska 99811

POSITION STATEMENT O F  SENATOR J A Y  KERTTULA ON SB112 

(FARMING EXEMPTION FROM BUSINESS LICENSE REQUIREMENT) 

FEBRUARY 8, 1989

The Alaska Business License Act (AS 43.70 et seq) imposes taxes on 

Alaskan businesses as a  condition of doing business. The purpose of the 
act is not to regulate but to generate revenue to the State.

In most cases the tax imposed is nominal ($25/year); at times, 

however, it has b e e n  a  significant percentage of net business income 

(for example, the 7% b a n king and savings a n d  loan tax, repealed In 
1984).

Historically, farming and some other types of businesses have been 

e xempted from business license taxation. Recent legal analysis suggests 

that the practice of exempting farm operations is not consistent with 

the e x i s t i n g  statutory scheme. SB112 will correct the statute to make it 
consistent wit h  traditional practice.

It should be noted in support of the proposed bill that although 
the financial consequences of imposing a m a ndatory business tax on 

A laska farmers would not be significant at the current rate of taxation, 

it is philosophically inconsistent with the trend of Alaska legislation 

to favor producers o f  local products whenever it is constitutionally and 

financially permissible to do so. Most other states specifically exempt 

farming operations from business licensing/taxation requirements—  

typical examples be i n g  the states of Washington, Missourri, Minnesota, 

and N e w  Jersey. One o f  the most obvious justifications for such an 

exemption is that it is not to a  state's economic advantage to tax local 

produce twice—  once at production level a n d  again at wholesale and 

retail outlets—  whe n  imported produce is taxed only at the 

wholesale/retail end. V/ithout a n  exemption, there is actually a 

disincentive created b y  a  business license tax that operates in favor of 

producers in other states and against local farmers.

It should be noted also that most local farmers (about 450—  more 

than half) voluntarily p ay the business license tax because for a  very 

nominal price, it affords them easy access to wholesale businesses which 

typically require a business license as a  condition o f  purchasing. This 

trend w i l l  undoubtedly .■ ontinue as long as t he tax is nominal.

Nonetheless, in order to continue current practice and minimize the 

risk o f  p l a c i n g  local producers at a  competitive disadvantage because of 

a man d a t o r y  taxation sceme from which agricultural producers in other 

states are normally exempt, SB 112 should b e  passed.
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M E M O R A N D U M

T O:

F R O M :

S U B J E C T :

S e n a t o r  D i c k  E l i a s o n ,  C h a i r m a n  

S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e

S e n a t o r  J a y  K e r t t u l a

S e n a t e  B i l l  1 1 2 ,  r e l a t i n g  t o  e x e m p t i n g  f a r m i n g  

f r o m  t h e  b u s i n e s s  l i c e n s e  r e q u i r e m e n t .

D A T E : J a n u a r y  1 8 ,  1 9 8 9

I w o u l d  l i k e  t o  r e q u e s t  t h a t  S B  1 1 2 ,  r e l a t i n g  t o  e x e m p t i n g  

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

f o r  a S e n a t e  L a b o r  a n d  C o m m e r c e  H e a r i n g  a t  y o u r  e a r l i e s t  
c o n v e n i e n c e .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  t h i s  r e q u e s t .
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SB 11?: An Act exempting farming from the business license

requirement.

The bill proposes to exempt farming from the Alaska business license 

requirement. Although licensing requirements have not been enforced on 

farmers v/ho commercially sold their products, current regulations do not 

exempt commercial farmers/farms from having to hold a business license. 

Many of the regulations are no longer applicable since they referenced a 

tax liability which has been long since removed; 15 AAC 70.080 entitled 

"Farmers," which succinctly states, "Farmers not liable under the Alaska 

Business License Act" clearly references a tax 1iability exemption, and 

not an exemption for the need to hold a business license. Farmers have 

been incorrectly exempted from the business licensing requirement for 

some years.

The department feels that the requirement for farmers to obtain business 

licenses is, above all else, an equity issue. Any person engaging in a 

business in the state is first required to have a business license. Some

51,000 businesses are licensed in the state; farmers who sell their 

products, goods and services commercially should also be licensed.

In the absence of a statutory amendment as proposed in the bill, the 

department intends to require the farming community to meet the business 

licensing requirment.

commissioner 

tment of Commerce and 

Economic Development

Date: /A?/s?
/

0008V 

012389B





FISCAL NOTE
R E Q U E S T : ___________ __________________________________________________________________ _________

Revision Dale:_________________________________  Agcncy Affected: C o m m e r c e  & E c o n ,  D e v e l o p m e n t

Tide: A c t  c o n t i n u i n g  t h e  e x i s t e n c e r r [j ; APU C _______________________

o f  A P U C _____________    ’________________________________________

Sponsor: _Senate_labor & Commerce________ Components : O p e r ations __________________
Requestor: D o n a t o  I a h  n r  ft F n m m p r r p ________  __

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING F Y  89 F Y  90 F Y  91 F Y  92 F Y  93 F Y  94

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

0 0 0 0 0 0
0 0 — Q.............. ....  0 ________ 0 0
n n n n n n
n n n n ..q . ... 0
n n 0 n n n

•0 0 n n .
. o .. o n . .. '.Q ........... n n

—.....0 .. n n A . n n
TOTAL OPERATING _____2-___ 0 0 0 0 0

CAPITAL ir o 0 0 6 f "  0 0

REVENUE 1 -o 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0 0 0 0 0 0
0 0 0 0 0 6
n . . 0 n 0 0 .. 0

--------- 0 n n n n
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

n n n Q 0 o
n n n .... 0.... . n n

_____n_____ ----------- fl n n . n
ANALYSIS : (Attach a separate page if necessary)

T h e  p r o p o s e d  l e g i s l a t i o n  r e f e r e n c e d  a b o v e  c o n t i n u e s  t h e  A P U C  a s  

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

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

A g e n c y ' s  o p e r a t i n g  b u d g e t .

^ Bfepwrihy- T -S. Moninski II, E xecutive D irector 276-6222

,vDivision: ^ A laska Public U t ilities Cntrmission----------
Phone:, 
Date: _

Approved by Commissioner: 
Agency: .Cnrnrprcp ft Fcoi

r ^  . f.C I
r/  n^rel o r i e n t

Date:

Distribution (bypreparer): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) pa ge . of

\



n j )  i i  ... . , n \ r O ) j  r\\ A \  S T E V E  C O W P E R ,  G O V E R N O R
y^ s U  U  ~i 1 i .• w u \_y <j -i U '.j t

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  /

DEPARTM ENT O F CO M M ERCE AND ECONOMIC DEVELOPM ENT / « o - l "  s h e e t
7 sunt 100

ANCHORAGt, ALASKA *19501 
(007) 276-6222

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 O M M E N T S  O N  S B  1 2 0  

F e b r u a r y  2 1 ,  1 9 8 9

T h e  C o m m i s s i o n  s u p p o r t s  S B  1 2 0 .

I-H6LH



A S  4 2 . 0 5  

(3)

[( B ) ]

C o m m e n t :

P r o p o s e d  b y  A R E C A  

F e b r u a r y  2, 1 9 8 9

.7 2 0 ( 3 )  D e f i n i t i o n s , " P u b l i c "  i s  a m e n d e d  t o  r e a d :

" p u b l i c "  o r  " g e n e r a l  p u b l i c "  m e a n s

(A) a n y  g r o u p  o f  10 o r  m o r e  c u s t o m e r s  t h a t  p u r c h a s e  
t h e  s e r v i c e  o r  c o m m o d i t y  f u r n i s h e d  b y  a p u b l i c  

u t i l i t y  a s  d e f i n e d  i n  (4) o f  t h i s  s e c t i o n  a n d t h a t  
i s  l o c a t e d  o r  p u r c h a s e s  t h e  p r o d u c t  o r  s e r v i c e  
o u t s i d e  t h e  c e r t i f i e d  s e r v i c e  a r e a  o f  a p u b l i c  
u t i l i t y l [AND]

(B) a n y  p e r s o n ,  a s s o c i a t i o n  o r  c o r p o r a t i o n  t h a t  p u r ­

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

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

t h e  c e r t i f i c a t e d  s e r v i c e  a r e a  o f  a p u b l i c  u t i l i t y ; '  
e n d

(C) a n y  u t i l i t y  p u r c h a s i n g  t h e  p r o d u c t  o r  s e r v i c e  o r  

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

w h i c h  a r e  r e - s o l d  t o  a n  i n d i v i d u a l  o r  [A] g r o u p  

i n c l u d e d  i n  (A) o r  (B ) o f  t h i s  p a r a g r a p h  o r  w h i c h  

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

t o  t h e  p u b l i c  b y  t h e  u t i l i t y ;

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

u n d e r  A S  4 2 . 0 5 .  T h e  " P u b l i c "  w o u l d  b e  (1) t e n  o r  m o r e  
c u s t o m e r s  o u t s i d e  a c e r t i f i c a t e d  s e r v i c e  a r e a ,  (2) o n e  

c u s t o m e r  w i t h i n  t h e  c e r t i f i c a t e d  s e r v i c e  a r e a  o f  a 

u t i l i t y ,  a n d  (3) a u t i l i t y  b u y i n g  a p r o d u c t  o r  s e r v i c e  
f o r  r e s a l e .  T h i s  a m e n d m e n t  w a s  d r a f t e d  i n  t h i s  w a y  to 
c o n t i n u e  t o  p e r m i t  u t i l i t y  t y p e  s a l e s ,  w i t h o u t  

r e g u l a t i o n ,  t o  f e w e r  t h a n  1 0  c u s t o m e r s  o u t s i d e  o f  a n  

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

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

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

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

A l a s k a ' s  u t i l i t i e s  f r o m  b e i n g  u n d e r m i n e d  b y  o t h e r  

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

n o  r e s p o n s i b i l i t y  t o  s e r v e  t h e  l e s s  d e s i r a b l e  c u s t o m ­
e r s  .
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John E. McGilJ
Execut i ve  Vico Pr es l denl  

& Ge ne r a l  Ma n a g e r

M a r c h  10, 1 9 8 9

T h e  H o n o r a b l e  D i c k  E l i a s o n  

A l a s k a  S t a t e  S e n a t e  

P. O. B o x  V  ( M . S .  3 1 0 0 )

J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  E l i a s o n :

R e :  S t a t e  o f  A l a s k a  T e l e c o m m u n i c a t i o n s  I n t e n t  L a n g u a g e

R e p o r t

P l e a s e  f i l e  t h e s e  c o m m e n t s  w i t h  t h e  M a r c h  1, 1 9 8 9  S t a t e  o f

A l a s k a  T e l e c o m m u n i c a t i o n s  I n t e n t  L a n g u a g e  R e p o r t . D u e  t o  t h e  

S t a t e ' s  i n a b i l i t y  t o  m e e t  i t s  i n i t i a l  J a n u a r y  9 d e a d l i n e ,  w e  

d i d  n o t  r e c e i v e  a c o p y  o f  t h e  c o m p l e t e  P r e l i m i n a r y  R e p o r t  

u n t i l  F e b r u a r y  6, t h e  d a y  w e  b e g a n  a c o m p l e x  r a t e  d e s i g n  

h e a r i n g  b e f o r e  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 .  
B e c a u s e  o f  t h i s  w e  w e r e  u n a b l e  t o  m e e t  t h e  C o m m i s s i o n e r  o f  

A d m i n i s t r a t i o n ' s  F e b r u a r y  17 d e a d l i n e  f o r  c o m m e n t s .

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

t h e  S t a t e ' s  l o n g  d i s t a n c e  c a r r i e r  o f  l a s t  r e s o r t ,  a n d  t h e  
o n l y  o n e  c e r t i f i c a t e d  t o  c a r r y  i n t r a s t a t e  t e l e c o m m u n i c a t i o n s ,  

w e  a r e  i n  a u n i q u e  p o s i t i o n  t o  a n a l y z e  t h i s  d o c u m e n t .  W e  a r e  

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

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

i n c l u d e d .

I f  y o u  h a v e  s p e c i f i c  q u e s t i o n s  w i t h  a n y  i s s u e s  w e  h a v e  

r a i s e d ,  p l e a s e  c a l l .

S i n c e r e l y ,

ALASGOAA
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M a r c h  1 0 ,  1 9 8 9

C o m m i s s i o n e r  J o h n  A n d r e w s  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n  

P . O .  B o x  C  

J u n e a u ,  A K  9 9 8 1 1

D e a r  C o m m i s s i o n e r  A n d r e w s :

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  r e s p o n d  t o  y o u r  

T e l e c o m m u n i c a t i o n s  I n t e n t  L a n g u a g e  - P r e l i m i n a r y  

R e p o r t , 2 / 1 / 8 9  D r a f t .  I t  i s  u n f o r t u n a t e ,  b u t  t h e

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

i t  t o  b e  r e c e i v e d  i n  m y  o f f i c e  o n  F e b r u a r y  6, t h e  d a y  

w e  b e g a n  a  t w o - w e e k  h e a r i n g  b e f o r e  t h e  A P U C  o n  

A l a s c o m 1s i n t r a s t a t e  r a t e  d e s i g n .  W e  w e r e ,  t h u s ,  

u n a b l e  t o  m e e t  y o u r  c o m m e n t  d e a d l i n e .  W e  d o ,  h o w e v e r ,  

h a v e  s e r i o u s  c o n c e r n s  a b o u t  t h e  r e p o r t .

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

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

t o  w o r k  w i t h  y o u  a n d  t h e  r e s t  o f  o u r  i n d u s t r y  i n  

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

t h e  S t a t e  o f  A l a s k a .

S i n c e r e l y ,



M a r c h  7, 1 9 8 9

A L A S C O M ,  I N C .  R E S P O N S E  T O  

T E L E C O M M U N I C A T I O N S  I N T E N T  L A N G U A G E  -  P r e l i m i n a r y  R e p o r t

F e b r u a r y  1, 1 9 8 9  D R A F T

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

r e s p o n s i v e n e s s  o f  t h e  r e p o r t  t o  t h e  i n t e n t  l a n g u a g e ;  p h i l o s o p h ­

i c a l  a n d  l e g a l  c o n s i d e r a t i o n s ;  a n d  s p e c i f i c  c o n c e r n s  a n d  

o b j e c t i o n s .

R e s p o n s i v e n e s s  T o  T h e  I n t e n t  L a n g u a g e

A f t e r  r e v i e w i n g  t h e  S t a t e ’s R e p o r t  i t  i s  o u r  o p i n i o n  t h a t  t h e  

S t a t e  f a i l e d  t o  m e e t  t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  a s  e x p r e s s e d  

i n  t h e  D i v i s i o n  o f  T e l e c o m m u n i c a t i o n ' s  F Y 8 9  b u d g e t .  A l a s c o m ,  

a l o n g  w i t h  m a n y  o t h e r  m e m b e r s  o f  A l a s k a ' s  t e l e c o m m u n i c a t i o n s  

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

S t a t e  o n  t e l e c o m m u n i c a t i o n s  i s s u e s .  M a n y  o f  o u r  c o n c e r n s  a r e  t h e  

s a m e  a s  t h e  L e g i s l a t u r e ' s ,  a n d  w e  s t i l l  s e e  n o  a n s w e r s .

T h e  R e p o r t  a l l u d e s  t o  a  L e g i s l a t i v e  A u d i t  t h a t  i s  c u r r e n t l y  

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

t h e  n e t w o r k ' s  c o s t s  a r e  a n d / o r  s h o u l d  b e  a c c o u n t e d  f o r ,  a n d  w h a t  

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

s h o u l d  h a v e  b e e n  t h e  m e a t  o f  t h i s  R e p o r t  —  a n d  i t  a p p e a r s  

i r r e s p o n s i b l e  t o  t r y  t o  i s s u e  t h i s  R e p o r t  w i t h o u t  i t .  I t  i s  a l s o  

i n t e r e s t i n g  t h a t  t h e  L e g i s l a t u r e  h a d  t o  c a l l  f o r  a n  a u d i t  s u c h  a s  

t h i s .  I t  w o u l d  s e e m  t h a t  i f  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  

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

h a v e  c a l l e d  f o r  a n  I n t e r n a l  A u d i t  r e v i e w .

T h e s e  a r e  b a s i c  i s s u e s .  T h e  v o i c e  t r a f f i c  c h a r g e s  i s s u e ,  i n  

p a r t i c u l a r ,  r a i s e s  a  g r a v e  c o n c e r n  o n  o u r  p a r t ,  a s  t h e  c e n t e r ­

p i e c e  o f  t h e  S t a t e ' s  d e f e n s e  o f  t h e  d e v e l o p m e n t  o f  t h e i r  o w n  

n e t w o r k  h a s  b e e n  t h a t  t h e  S t a t e - o w n e d  n e t w o r k  s a v e s  t h e  c i t i z e n s  

o f  t h i s  s t a t e  s u b s t a n t i a l  m o n e y  ($1 m i l l i o n  p e r  y e a r ) . O u r  

a s s e r t i o n  i s  t h a t  t h i s  h a s  n o t  b e e n  p r o v e n ,  a n d ,  b a s e d  o n  y e a r s  

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

n o t  t h i n k  t h e  S t a t e  i s  s a v i n g  m o n e y .

A l a s c o m  i s  a  t a x p a y e r  i n  t h i s  s t a t e .  W e  a r e  a  m a j o r  e m p l o y e r .

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

y e a r s .  W e  h a v e  b e e n  i n  t h e  t e l e c o m m u n i c a t i o n s  b u s i n e s s  ^ n  t h i s  

s t a t e  f o r  m a n y  y e a r s .  O u r  g o a l  i s  n o t  t o  h a v e  t h e  S t a t e  b u d g e t  

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

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

d e f i n i t i o n  o f  " u n e c o n o m i c  b y p a s s "  i n  f o o t n o t e  6. W e  t r u l y  e x p e c t  

t h a t  t h e  S t a t e  c o u l d  s a v e  m o n e y  b y  u s i n g  t h e  p u b l i c  n e t w o r k .
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P h i l o s o p h i c a l  A n d  L e g a l  C o n s i d e r a t i o n s

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

p r o c u r e m e n t  o f  t e l e c o m m u n i c a t i o n s  s e r v i c e s :  i t  a s s u m e s  t h e

D i v i s i o n  o f  T e l e c o m m u n i c a t i o n s  h a s  f u l l  a u t h o r i t y  t o  p u r c h a s e  

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

S t a t e - o w n e d  s y s t e m s  a n d  f a c i l i t i e s  e v e n  w h e n  t h e  t e l e c o m m u n i c a ­

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

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

c e p t i o n  i g n o r e s  t h e  i n t e n t  l a n g u a g e  o f  E x e c u t i v e  O r d e r  5 0  a n d  t h e  

s t a t u t o r y  m a n d a t e  o f  A S  4 4 . 2 1 . 3 1 0 ( a ) ( 6 )  a g a i n s t  g o v e r n m e n t  

o w n e r s h i p  a n d  i n  f a v o r  o f  p r i v a t e  o w n e r s h i p  a n d  c o n t r o l  o f  

t e l e c o m m u n i c a t i o n s  f a c i l i t i e s  i n  A l a s k a .

T h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  d e r i v e s  i t s  p o w e r s  r e l a t e d  t o  

t e l e c o m m u n i c a t i o n s  s e r v i c e s  f r o m  E x e c u t i v e  O r d e r  5 0 ,  w h i c h  w a s  

c o d i f i e d  a s  A S  4 4 . 2 1 . 3 0 5  - A S  4 4 . 2 1 . 3 3 0 .  T h e  l a n g u a g e  c o u l d  n o t  

b e  m o r e  c l e a r :

I f i n d  t h a t  i n  t h e  i n t e r e s t  o f  m i n i m i z i n g  t h e  s i z e  a n d  

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

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

e n h a n c e d , . . .  ( e m p h a s i s  a d d e d ) .  ( E x e c u t i v e  O r d e r  50)

a n d

S e c .  4 4 . 2 1 . 3 1 0 .  T e l e c o m m u n i c a t i o n s  p o w e r s  a n d  d u t i e s , (a)

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

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

w i t h  t h e  d e p a r t m e n t a l  i n f o r m a t i o n  s y s t e m s  p l a n ,  t h e  d e p a r t m e n t  

s h a l l ...

(6) w h e n e v e r  f e a s i b l e ,  p r o c u r e  s e r v i c e s  f r o m  p r i v a t e  e n t e r ­

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

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

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

c o n s i s t e n t  w i t h  A S  3 6 . 3 0  ( S t a t e  P r o c u r e m e n t  C o d e ) ; . . .  

( e m p h a s i s  a d d e d ) .

A S  4 4 . 2 1 . 3 1 0  i s  d i v i d e d  i n t o  t w o  p a r t s :  S e c t i o n  (a) c o n t a i n s

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

v e r b  " s h a l l " ,  a n d  S e c t i o n  (b) c o n t a i n s  p e r m i s s i v e  o n e s  i d e n t i f i e d  

b y  t h e  v e r b  " m a y " .  U n d e r  s t a n d a r d  l e g a l  i n t e r p r e t a t i o n ,  t h e  

p r i v a t e  e n t e r p r i s e  p r o v i s i o n  ( t o g e t h e r  w i t h  t h e  a c c o m p a n y i n g  

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

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

n o t  f o l l o w  t h e  m a n d a t o r y  r e q u i r e m e n t s  s e t  o u t  i n  S e c t i o n  ( a ) .
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T e l e c o m m u n i c a t i o n s  I n t e n t  L a n g u a g e
M a r c h  7, 1989

C o n f u s i o n  r e g a r d i n g  t h e  m a n d a t o r y  n a t u r e  o f  t h e  p r o v i s i o n  

r e q u i r i n g  p r o c u r e m e n t  f r o m  " p r i v a t e  e n t e r p r i s e  o r  c e r t i f i e d  o r  

f r a n c h i s e d  u t i l i t i e s "  a r i s e s  f r o m  t w o  s e r i o u s  i n a d e q u a c i e s  i n  t h e  

R e p o r t .  F i r s t ,  t h e  R e p o r t  d o e s  n o t  a d d r e s s  i n  a n y  w a y  t h i s  

" p r i v a t e  e n t e r p r i s e "  r e q u i r e m e n t ;  s e c o n d /  t h e  w o r d s  " w h e n e v e r  

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

m a n d a t e  a r e  d i s a s s o c i a t e d  f r o m  t h e  p r o c u r e m e n t  m a n d a t e  a n d  

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

s u b s e c t i o n  3 1 0 ( a ) (6), n a m e l y ,  t h e  p o r t i o n  f o l l o w i n g  t h e  s e m i c o l o n  

f u r t h e r  d o w n  i n  t h e  s u b s e c t i o n .

B l a c k fs L a w  D i c t i o n a r y / t h e  d e f i n i t i v e  d i c t i o n a r y  f o r  a t t o r n e y s ,  
d e f i n e s  " f e a s i b l e "  a s  f o l l o w s ;

" F e a s i b l e  —  c a p a b l e  o f  b e i n g  d o n e  o r  e x e c u t e d  o r  a f f e c t e d . "

A l s o  m e a n s :  " C a p a b l e  o f  b e i n g  s u c c e s s f u l l y  d o n e  o r

a c c o m p l i s h e d . "

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

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

t h e  D e p a r t m e n t  M U S T  p r o c u r e  t e l e c o m m u n i c a t i o n s  s e r v i c e s  f r o m  

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

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

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

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

p h r a s e  s o  i t  f a l s e l y  a p p e a r s  t h e  D e p a r t m e n t  i s  o n  p o i n t  w h e n  i t  

p r o c e e d s  w i t h  a  l e n g t h y  d i s c u s s i o n  o f  h o w  ' t h e  f e a s i b i l i t y  o f  

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

E v e n  t h o u g h  t h e  R e p o r t  s e e m s  t o  t i e  a l l  t h i s  t o g e t h e r  i n  a  w a y  

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

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

c o m m u n i c a t i o n s  s e r v i c e s .

I t  m a y  w e l l  b e  a p p r o p r i a t e  f o r  t h e  D e p a r t m e n t  t o  w e i g h  " t h e  

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

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

e f f o r t s  t o  c a r r y  o u t  t h e  r e q u i r e m e n t s  o f  t h e  s e c o n d  p o r t i o n  o f  A S  

4 4 . 2 1 . 3 1 0  (a) (6) —  t h e  p o r t i o n  f o l l o w i n g  t h e  s e m i c o l o n .

A c k n o w l e d g i n g  t h i s ,  h o w e v e r ,  i n  n o  w a y  r e d u c e s  t h e  D e p a r t m e n t ' s  

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

f i r s t  p o r t i o n  o f  3 1 0 ( a ) (6).

I t  i s  a  p r e t e n s e  t h a t  t h e  f e a s i b i l i t y  p h r a s e  c a n  b e  s e p a r a t e d  

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

" d e t e r m i n e d "  i n  t e r m s  o f  a  " l a u n d r y  l i s t "  o f  v a r i a b l e s  r e l a t e d  i n  

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

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

o f  p r o c u r e m e n t  o f  t e l e c o m m u n i c a t i o n s  s e r v i c e s  f r o m  p r i v a t e  

e n t e r p r i s e ,  a n d  t h a t  t h e  v a r i a b l e s  w h i c h  a r e  d e t e r m i n e d  t o  b e
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" f e a s i b l e ' : w i l l  t h e n  " d e t e r m i n e "  w h e t h e r  p r i v a t e  e n t e r p r i s e  

p r o c u r e m e n t  i s  " f e a s i b l e . "  ( S e e  t h e  l i s t  o f  " v a r i a b l e s "  s e t  o u t  

i n  t h e  e n d  o f  p a g e  4 o f  t h e  R e p o r t . )  S u p e r f i c i a l l y ,  t h e  d i s ­

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

r e a l l y  b e i n g  s a i d  i s  t h a t  t h e  c o s t / b e n e f i t  a n a l y s i s  o f  t h e s e  

" v a r i a b l e s "  w i l l  g i v e  t h e  D e p a r t m e n t  t h e  f l e x i b i l i t y  t h e y  n e e d  t o  

g o  a h e a d  a n d  e x p a n d  t h e i r  g o v e r n m e n t - o w n e d  e n t e r p r i s e  w h e n e v e r  

a n d  w h e r e v e r  t h e y  p l e a s e .

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

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

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

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

m e n t  i s  a n  u n t e n a b l e  m i s r e p r e s e n t a t i o n .

T h i s  R e p o r t  r e f l e c t s  a c o m p l e t e  r e v e r s a l  o f  t h e  e s t a b l i s h e d  

p u b l i c  p o l i c y  a s  s e t  o u t  i n  S t a t e  s t a t u t e s .  T h i s  R e p o r t ,  t a k e n  

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

t h a t  t h e  S t a t e ,  w h e n e v e r  f e a s i b l e ,  i s  t o  p r o c u r e  t e l e c o m m u n i c a ­

t i o n s  s e r v i c e s  f r o m  p r i v a t e  e n t e r p r i s e  o r  c e r t i f i e d  a n d  

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

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

N o t  o n l y  s h o u l d  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  l i v e  u p  t o  t h e  

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

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

a n d  f r a n c h i s e d  u t i l i t i e s ,  b u t  t h e r e  s h o u l d  b e  a  " b u r d e n  o f  p r o o f "  

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

n o t  " f e a s i b l e "  ( i . e . ,  w a s  n o t  c a p a b l e  o f  b e i n g  s u c c e s s f u l l y  d o n e  

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

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

s e r v i c e s  o n  S t a t e - o w n e d  f a c i l i t i e s .  T h i s  " b u r d e n  o f  p r o o f "  

s h o u l d  b e  c l e a r l y  s p e l l e d  o u t  i n  a n y  f i n a l  T h r e e - Y e a r  P l a n .

S p e c i f i c  C o n c e r n s  A n d  O b j e c t i o n s :

V o i c e  T r a f f i c  C h a r g e s  ( " T o l l  C h a r g e s " )

W h e n  S t a t e  a g e n c i e s  u s e  t h e  S t a t e - o w n e d  n e t w o r k ,  i t  i s  o u r  

u n d e r s t a n d i n g  t h a t  t h e y  a r e  c h a r g e d  a  " u s e r  f e e "  w h i c h  i s  p a i d  

b a c k  t o  t h e  D i v i s i o n  o f  T e l e c o m m u n i c a t i o n s  t h r o u g h  a  R e i m b u r s a b l e  

S e r v i c e s  A g r e e m e n t  ( R S A ) . ( T h e s e  a p p e a r  i n  t h e  b u d g e t  a s  I n t e r ­

a g e n c y  R e c e i p t s . )  T o  n o  a v a i l  w e  h a v e  t r i e d  f o r  a  y e a r  t o  h a v e  

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

c h a r g e  t o  a g e n c i e s .

A n n u a l l y  t h e  D i v i s i o n  o f  T e l e c o m m u n i c a t i o n s  g e t s  u p w a r d s  o f  $ 4  

m i l l i o n  i n  G e n e r a l  F u n d  m o n i e s  f r o m  t h e  S t a t e .  E x p a n s i o n  o f  t h e  

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

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

n o t  e n t e r  t h e  " r a t e  b a s e "  o n  w h i c h  " t o l l  c h a r g e s "  a r e  d e t e r m i n e d .
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M e a n w h i l e ,  w h a t  t h e  S t a t e  c a l l s  " B i l l e d  C h a r g e "  i s  c o m p a r e d  t o  

" E q u i v .  A l a s c o m  M T S  C h a r g e "  ( T a b l e  1, p g .  2 3 ) .  T h a t  i s  a p p l e s  

a n d  o r a n g e s .  A l a s c o m * s  r a t e s ,  a s  t h o s e  o f  a n y  r e g u l a t e d  t e l e ­

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

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

c l o s e l y  a p p r o a c h  a n  a p p l e - t o - a p p l e  c o m p a r i s o n ,  t h e  $4 m i l l i o n  G F  

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

m i n u t e s  a n d  a d d e d  t o  t h e  b i l l ;  a n y  c a p i t a l  e x p e n d i t u r e s  ( or R S A ' s  

f r o m  o t h e r  a g e n c i e s  f o r  s y s t e m  e x p a n s i o n )  n e e d  t o  b e  ( in a  p r o ­

r a t e d  f a s h i o n )  a d d e d  t o  t h e  b i l l .

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

T h e  D i v i s i o n  c l a i m s  t h a t  t h e y  d o  n o t  n e e d  t o  a c c o u n t  f o r  t h e i r  

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

u t i l i t i e s .  W h i l e  t h i s  m a y  t e c h n i c a l l y  b e  t r u e ,  t h e  D i v i s i o n  h a s  

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

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

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

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

e l e c t r i c  u t i l i t i e s ,  t h e y  o u g h t  t o  b e  c e r t i f i c a t e d  b y  t h e  A P U C .

T h e  S t a t e  c l a i m s  t h e y  s a v e  $ 1  m i l l i o n  a n n u a l l y  b y  u s i n g  t h e i r  o w n  

s y s t e m .  I f  t h i s  i s  t r u e ,  w h e r e  a r e  t h o s e  c o s t  s a v i n g s  r e f l e c t e d ?  

T h e  D i v i s i o n  o f  T e l e c o m m u n i c a t i o n s  b u d g e t  f r o m  1 9 8 7  s h o w s  t h e  

f o l l o w i n g  r e v e n u e s  i n  t h o u s a n d s :

* G o v e r n o r ' s  b u d g e t  r e q u e s t

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

r e d u c e d ?  G e n e r a l l y ,  l o w e r i n g  r a t e s  s t i m u l a t e s  t r a f f i c .  I s  t h e  

S t a t e  u s i n g  t h e  n e t w o r k  m o r e ,  t h e r e f o r e  n e g a t i n g  a n y  s a v i n g s ?

I n t e r a g e n c y  

T o t a l  G e n e r a l  F u n d  R e c e i p t s

F Y 1 9 8 7  5 , 2 2 9 . 8  4 , 3 1 2 . 4

F Y 1 9 8 8  5 , 3 7 4 . 7  4 , 4 5 7 . 3

F Y 1 9 8 9  5 , 6 1 5 . 9  4 , 0 4 5 . 9

F Y 1 9 9 0 *  5 , 6 8 9 . 2  4 , 1 1 9 . 2

9 1 7 . 4

9 1 7 . 4

1 . 5 7 0 . 0

1 . 5 7 0 . 0

( F r o m  t h e  G o v e r n o r ' s  D i v i s i o n  o f  B u d g e t  R e v i e w )

I f  s a v i n g  t h e  S t a t e  m o n e y  w e r e  t r u l y  t h e  g o a l ,  t h e  D i v i s i o n  

s h o u l d  i n d i c a t e  w h e r e  t h e  s a v i n g s  c o m e  o u t  o f  t h e  b u d g e t .
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N e t w o r k  M a n a g e m e n t

T h e  R e p o r t  h i n t s  t h a t  t h e  S t a t e  a c h i e v e s  g r e a t e r  f l e x i b i l i t y  a n d  

a c c e s s  t o  n e w  c o m m u n i c a t i o n s  t e c h n o l o g y  b y  b u y i n g  i t s  o w n  n e t ­

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

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

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

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

p r i m e  r e a s o n  f o r  l e a s i n g  a s  o p p o s e d  t o  o w n i n g .

T h e  t h r e e - y e a r  l o n g  r a n g e  p l a n  ( f o r  t h e  i n d u s t r y ,  t h r e e  y e a r s  

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

n e t w o r k  m a n a g e m e n t .  A s  t h e  c o m p l e x i t y  o f  t h e  S t a t e ' s  n e t w o r k  

i n c r e a s e s ,  a s  c e r t a i n  c o m p o n e n t s  a g e  a n d  t h e  n e e d  i n c r e a s e s  t o  

i n t e g r a t e  w i t h  n e w e r  t e c h n o l o g i e s  r e q u i r i n g  i n t e r f a c e  d e v i c e s ,  

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

T h e  n e t w o r k  m a n a g e m e n t  a n d  c o n t r o l  c e n t e r  w i l l  c o s t  m o n e y  —  n o t  

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

c o s t s .  W h e r e  w i l l  t h o s e  c o s t s  b e  b u d g e t e d ?  I f ,  a s  h a p p e n e d  i n  

t h e  S t a t e  t e l e v i s i o n  i n t e n t  l a n g u a g e  r e v i e w  a y e a r  a g o ,  t h e  

D i v i s i o n  c l a i m s  t h e y  c a n  d o  i t  w i t h  e x i s t i n g  p e r s o n n e l ,  t h e n  

p e r h a p s  t h e y  c u r r e n t l y  h a v e  e x c e s s  p e r s o n n e l .

T h e  R e p o r t  i n d i c a t e s  t h a t  t h e  D i v i s i o n  o f  T e l e c o m m u n i c a t i o n s  i s  a  

l a r g e  u s e r  o f  i t s  o w n  s y s t e m .  A  m a j o r  p o r t i o n  o f  t h a t  u s e  

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

s a r y  i f  t h e  n e t w o r k  d i d  n o t  e x i s t .  A l l . u s e  o f  t h i s  t y p e  s h o u l d  

n o t  b e  c o u n t e d  w h e n  " s a v i n g s "  a r e  c a l c u l a t e d  —  t h e y  a r e  r e a l l y  

c o s t s  o f  t h e  s y s t e m  a n d  n o t  u s a g e .

T h e  l i s t  o f  p r o j e c t s  g i v e n  i n  s e c t i o n  3 p r o p o s e s  s e v e r a l  s t a t e -  

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

e r . c h a n g e  c o m p a n i e s .  T h e s e  a r e :  i t e m s  3 a n d  7, a  n e t w o r k  m a n a g e ­

m e n t  a n d  c o n t r o l  c e n t e r ;  i t e m  4, t h e  r e p l a c e m e n t  o f  t h e  J u n e a u  

s w i t c h ;  a n d  i t e m  1 3 ,  t h e  r e b u i l d  o f  t h e  A n c h o r a g e  I n t e r n a t i o n a l  

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

s e p a r a t e l y  i n  t h e  S t a t e ' s  p r o p o s a l  c o u l d  b e  i n c l u d e d  i n  m o s t  

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

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

b y  t h e  S t a t e .  T h e s e  i t e m s  i n c l u d e :  i t e m  6, t e l e p h o n e  d e s k  s e t

t r a i n i n g ;  a n d  i t e m s  8 a n d  9, c e n t r a l  s t a t e  d i r e c t o r y  p r e p a r a t i o n .

M a n y  o f  t h e  p r o j e c t s  l i s t e d  a b o v e  p r o v i d e  f a c i l i t i e s  a n d  s e r v i c e s  

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

t r u n k  s i g n a l i n g  a r r a n g e m e n t s .  I n  t h e  n e a r  f u t u r e ,  b o t h  A l a s c o m  

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

d i g i t a l  a t  a n  i n c r e a s i n g  p a c e  a n d  a d d i n g  c o m m o n  c h a n n e l  i n t e r ­

o f f i c e  s i g n a l i n g  ( C C I S )  s t a t e w i d e .  T h i s  s i g n a l i n g  n e t w o r k  w i l l  

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

t o  t h e  S t a t e  t h a t  c a n n o t  b e  a c c o m m o d a t e d  b y  t h e i r  e x i s t i n g  o r  

p r o p o s e d  f a c i l i t i e s .
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T e l e c o m m u n i c a t i o n s  I n t e n t  L a n g u a g e
M a r c h  7, 1989

I n  a l l ,  t h e  S t a t e ' s  c a p i t a l  p l a n  f o r  t h e  n e x t  t h r e e  y e a r s  

a p p r o a c h e s  $ 6 . 5  m i l l i o n .  H o w  d o e s  t h i s  c o r r e l a t e  t o  s a v i n g s  t o  

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

c a r r i e r s ?  A l t h o u g h  t h e  S t a t e  m a y  n o t  l i k e  t o  a d m i t  i t ,  t h e r e  a r e  

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

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

G e n e r a l  F u n d  m o n i e s  w o u l d  g o  a w a y .

P u b l i c  P o l i c y  V s .  C o s t / B e n e f i t  T o  S t a t e

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

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

s e r v i c e s  o r  t h e  " s u p p o r t e r s "  w h o  f o c u s  o n  c o s t / b e n e f i t  a n a l y s i s .  

S i n c e  1 9 8 1  i t  h a s  b e e n ' t h e  l a w  i n  A l a s k a  t h a t  w h e n e v e r  f e a s i b l e  

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

t h a t  S t a t e  t e l e c o m m u n i c a t i o n s  d e c i s i o n s  b e  b a s e d  o n  a n  a n a l y s i s  

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

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

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

w i t h  t h i s  R e p o r t .  T h e  S t a t e  s e e m s  t o  b e  u n a w a r e  o f  w h a t  t h e  t r u e  

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

p r e r e q u i s i t e  t o  a n y  c o s t / b e n e f i t  a n a l y s i s .

P r o j e c t  E v a l u a t i o n

W e  w o u l d  l i k e  t o  s e e  t h e  m e t h o d o l o g y  t h e  S t a t e  i n t e n d s  t o  u s e .

I t  w o u l d  h a v e  b e e n  h e l p f u l  t o  i n c l u d e  a  s a m p l e  N e t w o r k  P r o j e c t  

E v a l u a t i o n  F o r m  w i t h  t h i s  R e p o r t .  W e  w o u l d  l i k e  t o  k n o w  h o w  t h e y  

p l a n  t o  a s s e s s  a  p r o j e c t ' s  i m p a c t  o n  A l a s k a  r a t e p a y e r s ,  s i n c e  

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

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

( r e g a r d l e s s  o f  w h o  p a y s  t h e m ) , o p e r a t i o n ,  m a i n t e n a n c e ,  a n d  

r e p l a c e m e n t  c o s t s  ( s u c h  a s  t h e  r e c e n t  R F P  f o r  t w o  e a r t h  s t a t i o n  

s p a r e s )  a n d  a l l  a s s o c i a t e d  l a b o r  c o s t s  ( i n c l u d i n g  t h e  c o s t  o f  

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

T h e  i n d u s t r y  h o p e s  t h e  S t a t e  c o n t i n u e s  i t s  l o n g  r a n g e  p l a n n i n g  

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

m a d e  a v a i l a b l e  t o  t h e  i n d u s t r y ,  a s  w e l l  a s  t h e  L e g i s l a t u r e .

I m p a c t  O n  T e l e c o m m u n i c a t i o n s  I n d u s t r y  A n d  R a t e p a y e r s

T h e  R e p o r t  s e e m s  t o  d e n y  a n y  e f f e c t  o n  t h e  r a t e p a y e r s  o f  A l a s k a  

b y  t h e  S t a t e ' s  b y p a s s i n g  t h e  p u b l i c  n e t w o r k .  W e  t h i n k  t h a t  h a d  

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

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



#
T e l e c o m m u n i c a t i o n s  I n t e n t  L a n g u a g e
M a r c h  7, 1 9 8 9

T h e  o p p o r t u n i t y  c o s t  o f  t h e  t r a f f i c  c a r r i e d  o n  t h e  S t a t e  n e t w o r k  

i s  t h e  u n r e a l i z e d  r e t a i l  r e v e n u e s  A l a s c o m  a n d  t h e  l o c a l  e x c h a n g e  

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

p u b l i c  n e t w o r k .  T o  t h e  e x t e n t  t h i s  t r a f f i c  r e m a i n s  p a r t  o f  a 

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

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

w i t h i n  t h e  S t a t e  o f  A l a s k a  a r e  l o s t .  B e c a u s e  a  m a j o r  p o r t i o n  o f  

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

r e l a t i v e l y  f i x e d ) , l o s t  r e v e n u e s  m u s t  b e  r e c o v e r e d  f r o m  t h o s e  

c u s t o m e r s  r e m a i n i n g  o n  t h e  p u b l i c  n e t w o r k .  S i m p l y  s t a t e d ,  t h i s  

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

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

A l a s k a n s .

C o n c l u s i o n

W e  f e e l  t h e r e  a r e  s i g n i f i c a n t  p r o b l e m s  w i t h  t h e  R e p o r t .  I t  

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

t o g e t h e r  a r e p o r t  t h a t  a d d r e s s e d  t h e  L e g i s l a t u r e ' s  c o n c e r n s .  T h e  

S t a t e  a s s u m e s  t h a t  i t  o u g h t  t o  b e  i n  t h e  t e l e c o m m u n i c a t i o n s  

b u s i n e s s .  W e  d o  n o t ,  a n d  w e  f e e l  t h a t  t h e  A l a s k a  S t a t u t e s  

s u p p o r t  o u r  p o s i t i o n .  W e  f e e l  t h a t  t h e  S t a t e  h a s  m a d e  e r r o r s  i n  

i t s  l i m i t e d  c o s t / b e n e f i t  a n a l y s i s .  T h e r e  a r e  s i g n i f i c a n t  G e n e r a l  

F u n d  m o n i e s  e x p e n d e d  e v e r y  y e a r  f o r  t h e  S t a t e  t o  p r o v i d e  t e l e c o m ­

m u n i c a t i o n s  s e r v i c e s .  T h e s e  c o s t s  n e e d  t o  b e  a d d r e s s e d  a n d  

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

p r o v i d e d  t h e  s a m e  l e v e l  o f  s e r v i c e .  W e  u r g e  t h e  L e g i s l a t u r e  t o  

h o l d  t h e  D i v i s i o n  o f  T e l e c o m m u n i c a t i o n s  a c c o u n t a b l e  f o r  t h e  

o p e r a t i o n  a n d  e x p a n s i o n  o f  t h e i r  n e t w o r k  i n  a c c o r d a n c e  w i t h  l a w .  

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

a n a l y z e d .
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CITY OF FAIRBANKS
O ^ ic c  o f G iU f M attayeA . 
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FAIRBANKS, AI.ASKA 99701 
907-452-1881

A p r i l  17. 1 9 8 9

T h e  H o n o r a b l e  D i c k  E l i a s o n  

A l a s k a  S t a t e  S e n a t e  

P . O .  B o x  V
J u n e a u .  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  E l i a s o n :

T h e  C i t y  o f  F a i r b a n k s  P u b l i c  U t i l i t i e s  B o a r d  m e t  T u e s d a y ,  A p r i l  11. 

1 9 8 9 ,  a n d  u n a n i m o u s l y  r e q u e s t e d  t h a t  a c o p y  o f  t h e  e n c l o s e d  l e t t e r  

b e  s e n t  t o  y o u .  T h i s  l e t t e r  a c c u r a t e l y  r e f l e c t s  t h e  g r a v e  c o n c e r n s  

t h a t  t h e  B o a r d  h a s  r e g a r d i n g  t h e  S t a t e  N e t w o r k  a n d  t h e  p o t e n t i a l  

c o s t s  t h a t  m i g h t  b e  s h i f t e d  t o  t h e  l o c a l  A l a s k a  r a t e p a y e r s .

T h e  P u b l i c  U t i l i t i e s  B o a r d  f e e l s  t h a t  t h e  A l a s k a  t e l e c o m m u n i c a t i o n s  

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

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

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

m i l l i o n s  o f  d o l l a r s  a n d  y e a r s  o f  w o r k  a n d  p l a n n i n g .  T h e  F a i r b a n k s  

P u b l i c  U t i l i t i e s  B o a r d  q u e s t i o n s  t h e  d u p l i c a t i o n  o f  t h e  e x i s t i n g  

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

b e  c u t .

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

B r i a n  C. P h i l l i p s  
C i t y  M a n a g e r

B C P : J M : p a h  

E n c l o s u r e

x c :  H o n o r a b l e  M a y o r  N o r d a l e

C i t y  C o u n c i l  M e m b e r s
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M a r c h  28, 1 9 8 9
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S e n a t o r  D i c k  E l i a s o n  

A l a s k a  S t a t e  L e g i s l a t u r e

A l a s k a  S t a t e  S e n a t e  v T 7 m '"h
P . O .  B o x  V  

J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  E l i a s o n :

I w o u l d  l i k e  t o  a p o l o g i z e  f o r  n o t  b e i n g  a b l e  t o  a t t e n d  t h e  A l a s k a  

T e l e p h o n e  A s s o c i a t i o n ' s  l e g i s l a t i v e  r e c e p t i o n  o n  M a r c h  14. I w a s  

o u t  o f  s t a t e  d u e  t o  a f a m i l y  e m e r g e n c y .

T h e  a t t a c h e d  l i s t  s u m m a r i z e s  p o s i t i o n s  a n a  c o n c e r n s  r e l a t i v e  to

S t a t e  b y p a s s  o f  t h e  p u b l i c  t e l e c o m m u n i c a t i o n  n e t w o r k .  I t  i s  a

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

N o r t h l a n d  a n d  T e l e p h o n e  U t i l i t i e s  o f  A l a s k a ,  t h e  A l a s k a  t e l e c o m ­

m u n i c a t i o n  i n d u s t r y ,  a n d  o u r  c u s t o m e r s .

T h e  S t a t e  D i v i s i o n  o f  T e l e c o m m u n i c a t i o n ' s  i n s i s t e n c e  o n  c i r c u m v e n t ­

i n g  E x e c u t i v e  O r d e r  N o .  5 0  a n d  A S  44 . 2 1 . 3 0 5  - A S  4 4 . 2 1 . 3 3 0  h a s  

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

2 2  l o c a l  e x c h a n g e  c o m p a n i e s  i n  t h e  S t a t e .  B y  i t ' s  I n t e n t  L a n g u a g e  

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

s t a t u t o r y  c o n f l i c t ,  n e t v / o r k  d u p l i c a t i o n  (v/hich r e s u l t s  i n  c i t i z e n s  

p a y i n g  t w i c e :  o n c e  a s  t a x p a y e r s  a n d  a g a i n  a s  r a t e p a y e r s ) . T h i s

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

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

S t a t e  b y p a s s  o f  t h e  e x i s t i n g  a n d  f u t u r e  n e t w o r k ) , a n d  t h e  u n d e n i ­

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

t h e  e x p e r t i s e  a n d  r e s o u r c e s  t o  p r o v i d e  a n y  p r e s e n t  a n d  f u t u r e  S t a t e  

o f  A l a s k a  t e l e c o m m u n i c a t i o n  n e e d .

A s  p a r t  o f  i t s  j u s t i f i c a t i o n ,  t h e  D i v i s i o n  i n s i s t s  t h a t  i t s  c h a r g e s  

t o  S t a t e  n e t w o r k  u s e r s  (vs. t h e  c o s t  o f  u s i n g  t h e  p r i v a t e  n e t w o r k )  

i n d i c a t e s  a  s a v i n g s  t o  t h e  S t a t e .  T h e  D i v i s i o n  d o e s  n o t  a c c o u n t  

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

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

c h e a p e r  s e r v i c e s .  I f  t h e  S t a t e  i s  g o i n g  t o  c o m p e t e  w i t h  p r i v a t e  

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

t h e  t o t a l  c o s t  o f  t h e  S t a t e ' s  n e t w o r k .

M o r e  i m p o r t a n t l y ,  v/e b e l i e v e  t h a t  m u c h  o f  t h e  D i v i s i o n ' s  p a s t  

a c t i v i t i e s  h a v e  b e e n  i n  c o n f l i c t  w i t h  l e g i s l a t i v e  i n t e n t  a n d  l a w .  

W e  b e l i e v e  t h e  I n t e n t  R e p o r t  d o e s  n o t  m e e t  t h e  l e g i s l a t u r e ' s  

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

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

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

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

y o u r  c o n v e n i e n c e .  P l e a s e  d o  n o t  h e s i t a t e  t o  c o n t a c t  m e  : f I c a n  

p r o v i d e  a n y  a d d i t i o n a l  i n f o r m a t i o n .

S i n c e r e l y ,

T E L E P H O N E  U T I L I T I E S  O F  A L A S K A  

T E L E P H O N E  U T I L I T I E S  O F  T H E  N O R T H L A N D

B e r n a d e t t e  M u r r a y  

V i c e  P r e s i d e n t

A t t a c h m e n t



B r i e f i n g  P a p e r  

T e l e p h o n e  Utilities of A l a s k a ,  Inc. ( T U A )  

T e l e p h o n e  Utilities o f  t h e  N o r t h l a n d ,  Inc. ( T U N I )

E xecutive O r d e r  No. 5 0 :

* "I find that in the interest of minimizing the size a n d  influence of government, private 

o w nership a n d  control of telecommunications facilities should b e  facilitated an d  

enhanced. ..." (emphasis added). (Executive Order No. 50)

a n d

* Sec. 44.21.310. "Telecommunications p o w e r s  a n d  duties, (a) In accord a n c e  with 

the state information systems plan adopted by the Telecommunications Informa­

tion Council a n d  with the departmental information systems plan, the department 

shall..."

"(6) whenever feasible, procure sen/ices from private enterprise or certified a n d  

franchised utilities a n d  contract for telecommunications systems, a n d  develop a 

procurement policy consistent with A S  36.30 (State Procurement Code): ..." 

(emphasis added).

D e s p i t e  Executive O r d e r  N o .  50. the State s y s t e m  h a s  g r o w n  dramatically:

* It employs m o r e  personnel than all but five of the largest local e x c h a n g e  c ompanies 

(LECs) in the state.

* The next fiscal year budget request is $5,689,200.

* The State system operates like a private telephone c o m p a n y  in all of its practices, 

except it does not follow the Uniform System of Accounts.

* Telephone companies assert the legislature never intenoed to construct a n d  dupli­

cate a private network a n d  c o m p e t e  with the telephone c o m p a n y  industry.

T h e  State h a s  not p r o v e n  its "savings" or "lower costs":

* In developing rates a n d  bookkeeping, telephone companies are required to follow 

Uniform System of Accounts (USOA). U S O A  tracks investment, depreciation, 

operating a n d  maintenance costs, overheads, etc., to develop true cost of 

operation. The State m u s t  b e  required to maintain like "books" to prove its true cost 

of operation.



T h e  State’s s e p a r a t e  n e t w o r k  will result in higher rates to private s y s t e m  

c u s t o m e r s :

* Citizens will pay for Alaska communications network twice: O n c e  for the private 

network a n d  again for the State's network. The State opting off the private network 

results in higher rates for remaining customers (local a n d  intrastate rates).

* State of Alaska represent a high percentage of use - o n e  of the largest customers 
in the State.

Division of T e l e c o m m u n i c a t i o n s  is a large s y s t e m  use r  of its o w n  s y s t e m .

* B e c a u s e  the Division of Telecommunication has the network they m u s t  administer 

it. To administer the network, they m u s t  have a network large e n o u g h  to 

a c c o m m o d a t e  the traffic they generate while m a n a g i n g  the network.

T h e r e  is n o  t e c h n o l o g y  the private t e l e c o m m u n i c a t i o n s  industry c a n n o t  p r o v i d e .

* There are hidden costs to the State in providing its o w n  network. It must  

continually update hardware/software. Technically competent employees must be 

hired a n d  trained.

* Division of Telecommunications’ three-year plan indicates $3.5 million for n e w  

private branch exchanges (PBX). Private industry provided a m u c h  less expensive 

proposal which eliminates any n e e d  for technical State employees, floorspace, 

State operation a n d  m a n a g e m e n t  of State-owned PBX.

* D O T ' s  three-year plan s h o w s  a $150,000 expenditure for a network m a n a g e m e n t  

center necessary to m a n a g e  network (not necessary if didn't o w n  network).

* Other costs totaling $140,000 for directory printing, information center, a n d  training 

are costs associated with network operation that wou l d  not be otherwise incurred.

P e n d i n g  receipt of the legislative audit, a c c e p t a n c e  of the intent l a n g u a g e  is 

p r e m a t u r e .

* It is h o p e d  the legislative audit will determine what cost benefits, if any, are derived 

from State ownership of the network.

* T U A / T U N I  believes government should follow Executive Order No. 50; facilitating 

a n d  enhancing private ownership a n d  control of telecommunications facilities.
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T H E  LEG ISLA TU R E
BUDGET AND AUDIT COMMITTEE

February 21, 1989

Members of the Legislative Budget 
and Audit Committee:

In accordance with the provisions of Titles 24 and 44 of the 
Alaska Statutes, the attached report is submitted for your 
review.

A  PERFORMANCE REPORT ON THE 
DEPARTMENT OF COMMERCE AND 

ECONOMIC DEVELOPMENT 
ALASKA PUBLIC UTILITIES COMMISSION

February 14, 1989

Audit Control Number 

08-1354-89-R

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

The audit was conducted in accordance with generally accept­
ed governmental performance auditing standards. Audit scope 
and methodology are discussed' in the Report Objectives, 
Scope, and Methodology section of this report. Audit 
results m a y  be found in the Report Conclusions, Findings and 
Recommendations, and in the Analysis of Public Need sections 
of this report.

• - C -

Randy ^  Welker, CPA 
Legislative Auditor 
Division of Legislative Audit
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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 E T H O D O L O G Y

In accordance with the intent of Titles 24 and 44 of the 
Alaska Statutes, we have examined the activities of the 
Alaska Public Utilities Commission (hereinafter referred to 
as APUC or the commission) to determine if there is a 
demonstrated public need for its continued existence and if 
the commission has operated in an efficient and effective 
manner.

Legislative intent requires consideration of this report 
during the legislative oversight hearings to determine 
whether APUC should be reestablished. The law now specifies 
that the commission will terminate June 30, 1989 and have 
one year from that date to conclude its affairs.

The policy and audit approach utilized by the Division 
of Legislative Audit for performance reports can best be 
described as "audit by exception." This methodology focuses 
audit effort on areas of an auditee's operations that have 
been identified by a preliminary survey as having a high 
degree of probability for needing improvements.

Therefore, by design, finite audit resources are used to 
identify where and how improvement can be made, and little 
time is devoted to reviewing well-run operations or 
programs. Consequently, this report highlights those areas 
needing improvement and does not emphasize those operations 
and programs that are properly functioning.

Discussion of the objectives, scope, and methodology of our 
review follows.

Objectives

APUC was created to regulate public utilities so that 
citizens could enjoy adequate service at the lowest reason­
able rates. The primary objective of this audit, therefore, 
was to determine whether the public need for the commission 
continues to exist.

The secondary objective was to review the commission's major 
functions, namely certification of utilities, tariff 
actions, investigations, and complaint follow-up for effec­
tiveness in meeting the public need. The tertiary objective 
was to evaluate these functions in particular, and the 
APUC's operations in general, for economy and efficiency of 
operation.

Our analysis of public need, findings and recommendatioiis, 
and our conclusions have been summarized in the appropriate 
sections of this report.
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O R G A N I Z A T I O N  A N D  F U N C T I O N

Public utility regulation in Alaska has evolved substan­
tially since the creation of the Public Services Commission 
(PSC) in 1959. That three-member body had jurisdiction over 
electric power, heat, water, gas, oil or other petroleum 
products (except by p i p e l i n e ) , telephone or telegraph 
communications, and community sewer services. In I960 PSC 
gained responsibility for transportation utilities which it 
regulated until the creation of the Alaska Transportation 
Commission in 1966.

PSC was replaced by a three-member Alaska Public Utilities 
Commission in 1970. Regulated industries then included 
electrical, telecommunications, water, steam, sewer, gas, 
and petroleum when no competition existed. A 1973 amendment 
added garbage, refuse, trash or other waste to the list. 
Amendments passed in 1980 provided exemptions from economic 
regulation for cable television services and other utilities 
with low annual gross revenues as well as establishing a 
provision allowing economic deregulation by consumer vote 
for certain utility groups. With abolition of the Alaska 
Pipeline Commission in 1981, jurisdiction over pipelines 
passed to APUC.

In addition to jurisdictional changes, composition of APUC 
also changed. Alaska Statute 42.05.040 originally required 
one member to be a law school graduate, one to be a univer­
sity graduate with a major in engineering, and one to be a 
university graduate with a major in finance, accounting, 
or business administration. Two additional positions were 
added to the commission in 1975 for which no special quali­
fications were established. All members are appointed by 
the Governor and confirmed by the Legislature for six-year 
t e r m s .

Under AS 42.05 and AS 42.06, APUC is charged with the 
responsibility to ensure the furnishing of adequate service 
to all public utility patrons, without discrimination, and 
at the lowest reasonable rates consistent with the interests 
of both the public and the utility. Statutory provisions 
direct the commission, after determining an applicant is 
fit, willing, and able to provide utility service, to issue 
that applicant a Certificate of Public Convenience and 
Necessity. After issuance of this certificate the commis­
sion then regulates the rates, classifications, rules, 
regulations, practices, services, and facilities of a public 
utility, unless it is exempted or deregulated. The commis­
sion has the authority to adopt regulations and to hold 
formal, quasi-judicial hearings to accomplish these 
p u r p o s e s .
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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 E T H O D O L O G Y

In accordance with the intent of Titles 24 and 44 of the 
Alaska Statutes, we have examined the activities of the 
Alaska Public Utilities Commission (hereinafter referred to 
as APUC or the commission) to determine if there is a 
demonstrated public need for its continued existence and if 
the commission has operated in an efficient and effective 
m a n n e r .

Legislative intent requires consideration of this report 
durii.g the legislative oversight hearings to determine 
whether APUC should be reestablished. The law now specifies 
that the commission will terminate June 30, 1989 and have 
one year from that date to conclude its affairs.

The policy and audit approach utilized by the Division 
of Legislative Audit for performance reports can best be 
described as "audit by exception." This methodology focuses 
audit effort on areas of an auditee's operations that have 
been identified by a preliminary survey as having a high 
degree of probability for needing improvements.

Therefore, by design, finite audit resources are used to 
identify where and how improvement can be made, and little 
time is devoted to reviewing well-run operations or 
programs. Consequently, this report highlights those areas 
needing improvement and does not emphasize those operations 
and programs that are properly functioning.

Discussion of the objectives, scope, and methodology of our 
review f o l lows.

Objectives

APUC was created to regulate public utilities so that 
citizens could enjoy adequate service at the lowest reason­
able rates. The primary objective of this audit, therefore, 
was to determine whether the public need for the commission 
continues to exist.

The secondary objective was to review the commission's major 
functions, namely certification of utilities, tariff 
actions, investigations, and complaint follow-up for effec­
tiveness in meeting the public need. The tertiary objective 
was to evaluate these functions in particular, and the 
APUC's operations in general, for economy and efficiency of 
operation.

Our analysis of public need, findings and recommendations, 
and our conclusions have been summarized in the appropriate 
sections of this report.
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S c o p e  a n d  M e t h o d o l o g y

The primary emphasis of our audit was on the factors out­
lined in the Analysis of Public Need section of this report. 
Alaska Statute 44.66.050 requires that these factors be 
considered in the determination of the commission's contin­
ued existence. To address these areas, we analyzed the need 
for regulation of the various industries, reviewed pertinent 
academic literature, considered the regulatory status and 
trends nationwide, interviewed commissioners and staff, 
reviewed APUC's statutes and regulations, contacted the 
State Ombudsman and the Equal Employment Opportunity 
offices, analyzed consumer complaints against utilities 
filed with the commission, and reviewed decisions made by 
the commission.

The effectiveness and efficiency of the commission was 
addressed through the above procedures and also by contact­
ing and requesting assistance from all certificated utili­
ties and by reviewing individual files.

Our review of decisions, complaints, tariff actions, hear­
ings, investigations, and certifications was performed 
primarily on a sample of FY 88 items. These were selected 
on a judgmental basis to allow us to focus on certain 
activities and industries.
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O R G A N I Z A T I O N  A N D  F U N C T I O N

Public utility regulation in Alaska has evolved substan­
tially since the creation of the Public Services Commission 
(PSC) in 1959. That three-member body had jurisdiction over 
electric power, heat, water, gas, oil or other petroleum 
products (except by p i p e l i n e ) , telephone or telegraph 
communications, and community sewer services. In 1960 PSC 
gained responsibility for transportation utilities which it 
regulated until the creation of the Alaska Transportation 
Commission in 1966.

PSC was replaced by a three-member Alaska Public Utilities 
Commission in 1970. Regulated industries then included 
electrical, telecommunications, water, steam, sewer, gas, 
and petroleum when no competition existed. A  1973 amendment 
added garbage, refuse, trash or other waste to the list. 
Amendments passed in 1980 provided exemptions from economic 
regulation for cable television services and other utilities 
with low annual gross revenues as well as establishing a 
provision allowing economic deregulation by consumer vote 
for certain utility groups. With abolition of the Alaska 
Pipeline Commission in 1981, jurisdiction over pipelines 
passed to APUC.

In addition to jurisdictional changes, composition of APUC 
also changed. Alaska Statute 42.05.040 originally required 
one member to be a law school graduate, one to be a univer­
sity graduate with a major in engineering, and one to be a 
university graduate with a major in finance, accounting, 
or business administration. Two additional positions were 
added to the commission in 1975 for which no special quali­
fications were established. All members are appointed by 
the Governor and confirmed by the Legislature for six-year 
t e r m s .

Under AS 42.05 and AS 42.06, APUC is charged with the 
responsibility to ensure the furnishing of adequate service 
to all public utility patrons, without discrimination, and 
at the lowest reasonable rates consistent with the interests 
of both the public and the utility. Statutory provisions 
direct the commission, after determining an applicant is 
fit, willing, and able to provide utility service, to issue 
that applicant a Certificate of Public Convenience and 
Necessity. After issuance of this certificate the commis­
sion then regulates the rates, classifications, rules, 
regulations, practices, services, and facilities of a public 
utility, unless it is exempted or deregulated. The commis­
sion has the authority to adopt regulations and to hold 
formal, quasi-judicial hearings to accomplish these 
p u r p o s e s .
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The staff of APUC is divided into six major functions: 
administration, engineering, communications carriers, 
consumer protection, finance, and tariffs. In total, APUC 
employs 40 people with an operating budget for FY 89 of 
$3,884,100. A brief description of the services provided 
by those functions follows:

Adm i n i s t r a t i o n . An executive director, hired by the com- 
m i s s i o n , Ii Fesponsible for directing all staff functions 
and acts as 9 liaison between staff and commissioners and 
between the commission and legislature. He is responsible 
for records and document management, fiscal and personnel 
administration, and budget preparation and is assisted in 
these duties by an administrative assistant, document 
processing personnel, and other clerical support staff.

E n g i n e e r i n g . This section is responsible for the investiga­
tion of utility procedures and practices affecting quality 
of service, review of legal descriptions for service areas, 
plans for plant expansion, and plant-in-service and depre­
ciation schedules. Their evaluations are presented in 
proceedings before the commission.

Communications Carriers. This section was established by 
1976 legislation to develop, recommend, and administer 
policies and programs with respect to the regulation of 
rates, services, accounting, and facilities of communica­
tions common carriers within the State involving the use 
of wire, cables, radio and space satellites.

Consumer Protection and Information. Major responsibilities 
for this section Incxude investigation and resolution of 
consumer complaints, public relations, and information 
dissemination.

F i n a n c e . Activities carried out by this section include the 
examination, analysis, and evaluation of financial state­
ments submitted for rate cases, audits of financial records 
of utilities, examination of financial information compris­
ing historical operating year and pro forma adjustments, and 
the presentation of these analyses at proceedings before the 
commission.

T a r i f f . This section examines, analyzes, and investigates 
tariff filings and presents recommendations to the commis­
sion at biweekly tariff action meetings. Administrative 
functions include organizing those meetings, as well as 
meeting all public notice requirements on tariff filings 
and maintenance of current master tariffs for all utilities.
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R E P O R T  C O N C L U S I O N S

This review contains policy issues raised as a result of 
our evaluation of various commission practices. The final 
policy decisions affecting those practices are not within 
the scope of this review but require legislative considera­
tion. In debating these decisions the legislative oversight 
committees should take into consideration the findings and 
recommendations presented in this report to assist them in 
evaluating the potential impact of any policy changes.

Report Conclusions

In our opinion, the Alaska Public Utilities Commission is 
operating in an efficient and effective manner and should 
continue to regulate public utilities and pipelines. We 
believe that the public interest is be i n g  served by req u i r­
ing public utilities and pipelines to be certificated by 
APUC. This process stabilizes demand for the utility 
service by eliminating competition and thereby allowing 
economies of scale to operate. Economic regulation by the 
commission, in place of that competition, ensures that the 
utilities provide adequate service at the lowest reasonable 
r a t e s .

A lthough this economic justification is valid for the 
majority of utilities regulated by APUC, we evaluated their 
jurisdiction for potential areas of deregulation for several 
major reasons: (1) to comply with the intent of sunset
legislation which attributed public disenchantment with 
state government to a proliferation of that government; 
(2) in recognition of the fact that the cost of regulation 
may exceed its benefits; (3) the increased demands being 
placed on commission resources; and (4) the State's ability 
to provide those resources.

Our analyses revealed several industries where regulation 
could be eliminated with minimum negative public impact. 
Our initial criteria was whether the service was essential 
for m o d e r n  living to the average Alaskan and, if so, whether 
the industry operated as a natural monopoly. Although it is 
uncertain whether rates under deregulation would be higher 
or lower, deregulation should provide benefits such as 
competitive alternatives to existing services and more 
innovative services and rate designs. Additionally, ser­
vices m a y  be provided in areas not previously served as a 
result of eliminating the barrier to entry into the m a r k e t­
place that has been erected by certification and the cost of 
regulation. While refuse collection services may be consid­
ered essential by many, this industry is not a natural

P o l i c y  I s s u e s
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monopoly and should not be regulated (See Recommendation 
No. 1A). Radio communication carriers do not provide an 
essential service and also should not be regulated (See 
Recommendation No. IB). Cable television may be considered 
essential by many and may also be a n a t ural monopoly in the 
small and medium size towns. However, the statutes have 
created state sanctioned monopolies w i t h o u t  the companion 
public protection against unreasonable and discriminatory 
rates a n d  services. Further, federal law prohibits full 
economic regulation. The State should cease cable c e r tifi­
cation (See Recommendation No. 1C).

We are a l s o  convinced that small utilities should be exempt­
ed from economic regulation on the basis that the cost of 
regulation likely exceeds its benefits to consumers. We 
further recommend that the consumers of these exempted 
utilities be allowed a reasonable opportunity to elect 
economic regulation (See Recommendation No. ID).

We recommend that the utilities owned by the Municipality of 
Anchorage be exempted from economic regulation. This 
exemption and the companion opportunity to elect economic 
regulation should be available to Anchorage as it is to all 
other m u n i c i p a l  governments in the State (See Recommendation 
No. IE).

We believe that the commission's costs should be fully 
allocated to consumers, but only to those consumers of 
utilities who continue to be regulated. We consider this 
regulatory funding approach to be most equitable to all the. 
State's citizens. It should also encourage the elimination 
of any unwarranted economic regulation w h e n  combined with 
consumer regulatory elections (See Recommendation No. 2).

We recommend that APUC develop a topical reference system 
for commission orders and court decisions (See Recommenda­
tion N o . 3) .

A review o f  commissioner appointments showed that appoint­
ment terms expire on the same date for the two consumer 
members. As this situation could cause a significant 
disruption of commission activity, we recommend that the 
statute b e  changed to require the staggering of these 
appointments (See Recommendation No. 4).
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F I N D I N G S  A N D  R E C O M M E N D A T I O N S

Alaska Statute 42.05 should be amended to eliminate certain 
unnecessary regulatory functions of A P U C .

Public convenience and necessity require certain services to 
be provided. Such services have traditionally included 
electric, telephone, gas, water, and sewer. The nature of 
these businesses do not lend themselves to competitions they 
are capital intensive and have permanent physical connec­
tions to their customers. The economies of scale of these 
industries are such that one company may be able to serve an 
entire market at a lower cost than could two or more compa­
nies; therefore, competition could not decrease prices to 
consumers in the long run and would only result in wasted 
capital resources through duplicate facilities. Note that 
this "natural monopoly" relates not only to the relationship 
between fixed and variable costs but also to the character­
istics of the market. As these services are considered 
essential and as the long-run cost is lowest if only one 
company is allowed to serve, a monopoly is awarded in the 
form of a Certificate of Public Convenience and Necessity to 
a company that is determined to be fit, willing, and able.

As these services 7ve essential, the demand for them is 
relatively inelastic in terms of service price or available 
funds. A  monopoly coupled with inelastic demand can result 
in excessively high prices as well as price and service 
discrimination between consumers. Uncontrolled economic 
power has been considered economically, politically, and 
socially unacceptable in a democratic society. The alterna­
tives are to nationalize the utilities or to regulate their 
services as a substitute for effective competition, with 
regulation being the preferred method. Regulated public 
utilities are required to make specified service levels 
available at approved rates to all consumers in their 
designated service areas.

In addition to the concerns over economic power, the public 
interest m a y  also serve to extend regulation into situations 
where competition would have significant undesirable side 
effects on the quality of life in the area. For example, 
competition could create a black forest of utility poles or 
the continual digging to bury cables or pipe.

However, it m a y  not be appropriate to economically regulate 
all certificated utility companies. For example, the cost 
of regulation may outweigh its potential benefits or the 
consumer's control over service and rates that already 
theoretically exits in that the company is a member-owned 
cooperative or it is owned by a political subdivision.

R e c o m m e n d a t i o n  No. 1
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Further, overriding all the above considerations, the public 
interest being addressed must represent a substantial 
portion of the State's population; unique situations should 
be addressed at the local level.

While we acknowledge that not everyone will subscribe to 
this theory of regulation, we believe it to be fundamentally 
sound. Utilizing these principles, we analyzed APUC's 
jurisdiction and determined that governmental control in the 
following areas was unwarranted.

A. Alaska Statute 42.05 should be amended to cease certifi­
cation and regulation of companies furnishing collection 
and disposal service of garbage, refuse, trash, or other 
waste material"

Whether an individual considers refuse collection to be 
an essential service for modern living depends p r i­
marily on where they reside in the State. However, 
even essential services should generally not be regu­
lated unless they are natural monopolies. For example, 
we do not believe that essentials such as food and 
clothing should be regulated.

Refuse collection, as with most enterprises, has 
certain economies of scale that affect its operations. 
However, these economies of scale are not such that one 
company can obviously provide the area-wide services 
for a significantly lower total cost than could several 
competitors. Relative to traditionally-regulated 
industries, refuse collection requires less capital, 
and thus they have a higher percentage of variable 
costs and less significant economies of scale. 
Further, the competition within service areas in 
several locations defeats the natural monopoly premise 
in the larger markets. We believe that a natural 
monopoly could occur in this industry in only the very 
small markets and that these do not warrant regulation 
due to the cost to benefit relationship.

Therefore, refuse collection should not be regulated 
unless there are overwhelming negative side effects 
present under competition in this industry. We 
acknowledge the possible negative effects of increased 
truck traffic, refuse pickup scheduled throughout the 
week in individual neighborhoods, and consistency 
problems as companies adjust to the economic realities 
of competition. However, these problems did not 
overwhelm the residents of the Mat-Su Borough as a 
result of the residential competition which began in 
1985. Further, the Alaska Municipal League has adopted 
a resolution asking that refuse collection be de­
regulated.
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In response to our previous sunset audit recommenda­
tions to deregulate this industry, APUC expressed 
concern over the health and sanitation problems that 
could occur if these companies were removed from their 
jurisdiction. These health and sanitation issues are 
presently under the jurisdiction of local communities 
and also the Department of Environmental Conservation.

There are presently forty-three certificated refuse 
companies; nine of these are economically regulated 
under AS 42.05.711, as they have annual gross revenues 
of greater than $200,000. Although APUC has no time 
sheet data upon which to estimate the cost to regulate 
these forty-three companies, the commission states in 
their FY 88 Annual Report that the time dedicated to 
refuse is excessive relative to agency resources and 
the resultant public benefit, and they recommend that 
this industry be deregulated.

B . Alaska Statute 42.0.i should be amended to cease
Certification and regulation of radio common carriers.

There are currently ten certificated radio common 
carriers in Alaska. Radio Common Carrier (RCC)
services include radio paging, mobile radiotelephone, 
and improved mobile telephone public utility services.

The commission opened an investigative docket on the 
subject of deregulation of RCCs in 1981 which resulted 
in a 1982 decision to cease economic regulation of this 
industry. The commission cited as justification, among 
other things, that RCC service was not an essential 
service. As RCC service is not essential to the
average Alaskan, we concur with the commission that it 
should not be economically regulated. We further 
contend that services that are not essential should not 
be certificated.

In that 1982 decision, APUC stated that the certifi­
cation process should be continued to monitor the 
interconnection to the telecommunications network and 
to prevent cross-subsidization of non-monopoly RCC 
services by monopoly local exchange telephone services. 
However, both these concerns can be monitored through 
the continuing processes of certification and economic 
regulation of local exchange services.

Cellular phones are relatively new to Alaska, and APUC 
has not yet decided if or how they should be regulated. 
We understand these phones provide a higher sound 
quality at a higher cost than conventional radio phones 
and over a shorter range; as such, they may be even 
less of an essential service to the average Alaskan.
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Alaska Statute 42.05.711(d) reads as follows: "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." [Emphasis added.] As 
the 1982 decision categorically deregulated an entire 
industry, not an individual utility, this order may be 
illegal. We are not recommending that this statute be 
amended to allow categorical deregulation, as this 
power should be retained by the Legislature. Rather, 
we are recommending that the statute be amended to 
specifically deregulate RCC services; this would 
incidentally resolve the question.

Alaska Statute 42.05 should be amended to cease certi­
fication of ca~FTe television^

We do not consider cable television an essential 
service, particularly in view of the large number of 
Alaskans who receive off-the-air network television or 
broadcasts from the Rural Alaska Television Network. 
The premise of "essential" is also defeated by a review 
of the cable television service in Anchorage in which 
large sections of the service area are not yet cabled 9 
years after the certification was awarded. The 1988 
service expansion added only 1 mile of cable for 83 
homes and businesses. While we acknowledge that ic 
takes years for a n e w  utility to cover a service area, 
we submit that this standstill, even in consideration 
of the economic decline, indicates that this service 
has a higher elasticity of demand than would an 
"essential" service.

As it is not an essential service, it should not be 
regulated as a public utility. Although the statutes 
do not allow economic regulation, they do require
certification of the companies. APUC has responded by 
issuing certifications for exclusive service areas. 
This has created state-sanctioned monopolies with 
legally protected service areas, yet the statutes do
not provide the companion public protection against 
unreasonable and discriminatory rates and services. 
The statute should, therefore, be amended to remove the 
certification requirement.

However, there are many who believe that cable tele­
vision is essential to modern living or that it is
essential so that we may fully realize our First 
Amendment right of freedom of speech. If it is first 
decided that cable television is essential, then the 
natural monopoly issue must also be considered in the 
regulatory determination.
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We believe that cable television may be a natural m o n o­
poly in the small and medium-sized t o w n s . As such, 
these may be candidates for economic regulation. 
However, the cost of regulation may outweigh the 
benefits for these small markets. The economic 
regulation that is available is also limited to basic 
services, as the federal Cable Communications Policy 
Act of 1984 prohibits price regulation of the premium 
packages. In the largest cities, the competitive 
environment indicates that there is not a natural 
monopoly present for cable television, thus certifi­
cation and economic regulation is inappropriate.

The federal Cable Act was designed to promote the 
expansion of cable television systems by promoting 
local franchising and limiting rate regulation. This 
law would not allow any rate regulation in Anchorage or 
Fairbanks but would allow basic service rates to be 
regulated in other areas such as Juneau or Homer. It 
does, however, appear to allow us control over the 
possible competitive side effect of duplicate cabling. 
By statute we could require the segregation of cable 
distribution companies and these could be fully regu­
lated. The cable programming could then be opened to 
competition.

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

We also must point out a potential liability to the 
State under the Cable Act if this recommendation is 
implemented. The Cable Act outlines specific criteria 
which must be shown to deny a franchise and the p r o­
posed statute amendment would categorically retract the 
certificates (franchise) without this shewing. H o w­
ever, the Attorney General's Office indicated to us 
that the State would prevail in court. We recommend 
that a formal opinion on this potential liability be 
obtained from the Attorney General before this statute 
is amended.

Alaska Statute 42.05 should be amended to exempt the 
smaller utilities from economic r e g u l a t i o n .

Electric, telephone, gas, water, and sewer utilities 
have traditionally been considered essential services 
and are often natural monopolies. Neverthe1e s s , we 
should refrain from economic regulation if its cost
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exceeds the benefits. However, this information is uot 
available nor can it be reasonably generated. "Cost" 
would include incremental APUC and utility time and 
materials as well as the effect of project delays on 
long-term rates; this component of the equation could 
be studied and estimated. The "benefits" of regulation 
include a financially stable utility providing c o n­
sistent service uniformly to customers who are assured 
of equitable rates and services now and in the future; 
this cannot be quantified.

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

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

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

Under $500,000 Under $750,000 Under $1,000,000
Type Util. Customers Util. Customers Util. Customers

Electric 10 819 15 1,990 18 2,691
Telephone -0- -0- i

J . 343 2 863
Gas -0- -0- -0- -0- 1 908
Water 22 3,715 22 3,715 22 3,715
Sewer 2 15 3 382 _3 382

Total 34 4.549 41 6.430 M 8,559

Percent 40.5%

S
'S

C
O 48.8% 1.1% 54.8% 1,5%

The above percent calculations represent the reduction 
in the coverage of economic regulation under each 
revenue scenario; however, we caution the inference 
from the table that APUC's workload would decrease
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proportionate to the decrease in the number of 
utilities. While there certainly should be some
relationship, the commission has no time sheet data 
available to correlate these factors.

In concert with an amendment to exempt these smaller 
utilities, the following areas should also be a d­
dressed :

1. The petition provision which allows customers to
request economic regulation of exempted utilities 
should be amended. Alaska Statute 42.05.711 
presently requires 25% of an exempted utility's 
subscribers to sign the petition. We believe that 
this is much too great an obstacle to overcome and 
recommend that an election be called if APUC
receives a petition demonstrating significant 
consumer interest. For example, the petition
requirement could be set at the lesser of 5% or
500 customers.

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

3. The results of past deregulation elections should 
be honored, thus not requiring a n e w  vote on 
failed deregulation elections.

4. The customers who continue the benefits of APUC's 
economic regulatory oversight should be expected 
to pay for this service (See Recommendation 
No. 2).

Alaska Statute 42.05 should be amended to cease m a n­
datory economic regulation of certain utilities owned 
by political subdivisions.

Alaska Statute 42.05.711(b) generally exempts utilities 
owned by political subdivisions from economic regula­
tion, unless they so elect. However, it also provides 
that if any of a subdivision's titilities directly 
competes with any other certificated utility then all 
the subdivision's utilities shall be economically 
regulated. We presume the intent of this provision was 
to eliminate the wasting of resources from facility 
duplication resulting from the then ongoing electric 
service area dispute as well as preventing the cross­
subsidization of rates which might accompany such a 
dispute. The only utilities falling under this p r o­
vision, at present, are owned by the Municipality of 
Anchorage.
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The Anchorage service area dispute has been resolved 
and the present day competition is in the form of 
economy energy sales of electricity and perhaps tele­
phone communication systems. This type of competition 
does not encourage the massive facility duplication or 
the cross-subsidization of rates that a service area 
dispute might. Service area concerns can be adequately 
addressed through the certification process without 
economic regulation.

In conjunction with an amendment to delete this m a n­
datory economic regulation, the following areas should 
also be addressed:

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

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

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

Recommendation No. 2

Alaska Statute 42.05 and Alaska Statute 42.06 should be
amended to more fully allocate the costs of regulation.

APUC is currently being funded primarily by General Funds 
with a program receipts supplement from partial direct 
allocations of cost. The statutes require the cost of
investigations and hearings to be allocated among the 
parties, including the commission, as is just under the 
circumstances. The commission has traditionally not allo­
cated costs to itself and has allocated only the hired 
consultant fees, attorney general services, and other 
incremental out-of-pocket costs. In a 1988 decision, the 
Alaska Supreme Court interpreted the present statutes on
cost allocations to disallow attorney general services. The 
court also remanded the case back to the commission to 
determine what portion of the cost allocation they should 
absorb.
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Basic fairness prescribes that only the consumers who 
benefit from the regulatory services provided by APUC should 
pay the cost of this service. This is the "user fee" 
concept of funding. A funding method should also be d e­
signed to allow responsive adjustments to be made in the 
level of regulation as desired by consumers. With these 
criteria in mind, we have briefly commented on three predom­
inate alternatives.

To the extent of its general funding, any approach fails to 
equitably match the regulatory cost to the consumers who 
benefit. General funding may be viewed as a payment by all 
citizens all across the State, while the benefit may accrue 
primarily to consumers in Anchorage. The utilities owned by 
the Municipality of Anchorage have contributed greatly to 
the '“ommis s i o n ' s workload, yet a significant portion of the 
total cost of the proceedings is paid out of General Funds.

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

Funding of APUC through a gross receipts tax levied against 
the utilities and pipelines that is passed through to 
consumers could provide a reasonable matching of costs to 
beneficiaries. This assumes tax rates were established by 
utility size, by industry, and by level of regulation. 
However, there would always be inequities.

This tax approach would be responsive to regulatory needs 
only to the extent that the matching is accurate. However, 
taxation has traditionally focused on ability to bear rather 
than resource utilization and, thus, such a funding approach 
may not be responsive. For example, if a tax was designed 
which levied 100% of the commission's costs against the 
pipeline companies and none to the utilities, this approach 
would do nothing to reduce unnecessary regulation of the 
u t i l i t i e s .

Full and direct allocation of the commission's costs p r o­
vides the most accurate and defensible matching among the 
three alternatives. As such, it would not only be an 
effective method in eliminating unwarranted government 
regulation but it could also make the regulatory process 
more efficient by encouraging adequate and appropriate 
f i l ings.

To administer this full allocation program would require 
time sheets for commission staff and attorney general
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services, and the use of account codes to share docket 
proceeding costs among the parties and to allow recovery of 
general overhead. The administrative cost of this program 
should be less than with the tax approach but, of course, 
greater than with the General Fund design. These costs
could potentially be offset by increased staff efficiency
through time sheet accountability. We believe the benefits 
of a full-cost allocation program would far outweigh a
slightly higher administrative cost.

Based upon the above, we recommend that the statutes be
amended to establish a full-cost allocation funding approach 
for APUC. In conjunction with this shift toward program
receipts funding, AS 42.05.651 and AS 42.06.610 should be 
amended, as follows:

1. These statutes should be amended to specify that all 
costs of the commi ;s.ion may be allocated.

2. Alaska Statute 42.05.651 should be changed to require 
interim allocation, rather than awaiting completion of 
a proceeding. The commission has estimated their 
unbilled utility allocations at $1.6 million with an 
average age of 3.0 years. We note that the related 
pipeline statute, at AS 42.06.610, already requires 
interim billings. However, APUC does not appear to be 
in compliance, with their estimated unbilled pipeline 
allocations at $2.1 million with an average of 4.7 
years. Further, APUC should amend their regulation at 
3 AAC 48.157 which provides for cost allocations after 
pipeline hearings rather than on the required interim 
b a s i s .

3. These statutes presently require allocation to the
parties of a proceeding including the commission; these 
should be modified to exclude the commission. However, 
the provisions allowing the commission to allocate 
among the parties as is reasonable and just should be 
retained, thus the commission may occasionally absorb 
some costs indirectly and have a need for minimal
General Fund m o n i e s .

4. For economically regulated companies, on a case-by-case
basis, the commission should be allowed to determine
whether the costs being allocated are to be passed 
through to the consumers.

Recommendation No. 3

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

The commission is a quasi-judicial agency which issues
decisions based upon finding of fact and conclusions of law.
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These decisions are in the form of written orders that have 
the effect of law and are subject to judicial review.

The com m i s s i o n’s orders are filed chronologically and also 
within the docket (case) files. Decisions from the courts 
on appeals of commission orders are filed with the related 
docket. However, no topical cross-reference system is 
maintained.

At present, the best catalog of prior actions is institu­
tional memory. Obviously, such a memory-based system cannot 
provide true access to precedent when needed by commission­
ers, staff, utilities, consultants, and attorneys. A 
cross-reference system would allow analysis by staff and 
decisions by the commission to be made consistently from 
case to case and in accordance with relevant court d e c i­
sions. It would also aid utilities and their consultants 
and attorneys to adequately prepare for filings and 
h e a r i n g s .

The Legislature, in conjunction with their FY 89 appropria­
tion to APUC, provided the following: "It is the intent of 
the Legislature that the commission use the additional 
permanent part-time position to develop a keyword index 
filing system for all future commission orders and that 
prior year orders be incorporated into the system as 
possible." However, the part-time position was not actually 
authorized and the system has not yet been designed.

Recommendation No. 4

A laska Statute 42.05.030 should be amendeJ to stagger the 
appointments of the two consumer members of the c o m m i s s i o n .

In 1975 the commission was expanded from three to five 
commissioners. Appointments were made to both the new 
positions for the standard six-year terms with both termi­
nating on the same date. All other APUC commissioner terms 
have been appropriately staggered. Because the potential 
for disruption of commission activity would be high with two 
n e w  commissioners coming on at the same time, we recommend 
the terms of the consumer members be staggered.

Currently, the terms are scheduled to end as follows:

Consumer seats (2): November 1, 1993
Engineering seat: October 31, 1990
Finance seat: October 31, 1992
Legal seat: October 31, 1994

The statute required the governor to stagger the initial 
appointments. However, as this was not done for the c o n­
sumer members, we recommend the statute be amended to also 
require the necessary staggering of subsequent appointments.
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A N A L Y S I S  O F  P U B L I C  N E E D

The following analyses of commission activities indicate 
both positive and negative factors as they relate to the 
public need factors defined in AS 44.66.050. These analyses 
were not intended to be all-inclusive, but address those 
areas we were able to cover within the scope of our review.

1. The extent to which the board, commission, or program 
Has operated in the public interest.

The coranission has conscientiously attempted to allow 
only qualified applicants to provide utility services 
and to regulate them in stich a manner as to ensure 
adequate service at the lowest reasonable rates. In 
finding that no public interest wo' Id be served through 
regulation, APUC administratively exempted some 
utilities through the discretionary power granted at 
AS 42.05.711(d).

2. The extent to which the operation of the board, commis­
sion, or agency program has been impeded or enhanced by 
existing statutes, procedures, and practices which it 
has adopted, and any other matter, including budgetary, 
resource, and personnel m a t t e r s .

The Alaska Public Utilities Act (AS 42.05) and Pipeline 
Act (AS 42.06) provide broad discretionary power to the 
commission to carry out its mandated responsibilities. 
The jurisdiction provided under these statutes should 
be limited to require regulation only of industries 
where the greatest public interest may be served (See 
Recommendation No. 1).

The bi igeting approach and the statutes should be m o d i­
fied lo fully allocate the commission's costs to
consumers, but only to those consumers of utilities who
continue to be regulated. We consider this regulatory
funding approach to be most equitable to all the
State's citizens. It should also encourage the elimina­
tion of any unwarranted economic regulation when 
combined with consumer regulatory elections (See 
Recommendation No. 2 ) .

The commission has not developed a topical reference 
system for commission orders and court decisions (See 
Recommendation No. 3). APUC has not been successful in 
obtaining additional personnel or funding for this 
t a s k t

L i m i t e d  A n a l y s i s
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The exten t to which the boaru, commission or agency has 
recommenTed statutory changes which are generally of 
benefit- to the public interest.

I '.heir FY 88 Annual Report, APUC highlighted certain 
; . jlems they perceive with the current statutes and 
also outlined options and recommended solutions.

APUC broached the question of who should pay the cost 
of regulation and also presented several options on a 
public policy level. However, they placed the emphasis 
on agency funding, rather than on equity to the State's 
citizens or on the potential elimination of unwarranted 
regulation (See Recommendation No. 2).

The commission recommended that the statutes be amended 
to allow interim billing of cost allocations for u t i l i­
ties, similar to that allowed for pipelines. We 
concur, however, we believe that these billings should 
be r e q u i r e d , and we assert that they are in fact 
already required for pipeline cases (See Recommendation 
No. 2).

The commission recommended a statute change to allow 
them to increase certificate application fees to fully 
reflect the cost of processing these filings. We would 
concur if it were not for our recommendation which 
would effectively allocate these costs on a compre­
hensive basis (See Recommendation No. 2).

APUC also recommended that the exemption scheme at 
AS 42.05.711 be reviewed and revised. We agree and 
have outlined our suggestions at Recommendation No. 1. 
The commission specifically recommended the deregula­
tion of refuse collection.

They requested clarification of AS 42.05.431 which 
establishes the power of the commission to fix rates. 
APUC is uncertain how the dispute resolution procedures 
under subsection (b) could be used to renegotiate 
wholesale power contract rates if the commission finds 
them to be unjust and unreasonable.

The commission suggested that, if the Legislature 
intended for utilities who are not economically r e g u­
lated to pay interest on customer deposits, 
AS 42.05.711 should be amended to reflect this intent. 
They further recommended that unclaimed deposits not be 
escheated to the State. We disagree with this second 
recommendation, as it may provide a disincentive to 
locate the true owners of these funds.
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4. The extent to which the board, commission, or agency
has encouraged interested persons to report to it 
concerning tne effect of its regulations and decisions 
on the effectiveness of service, economy of service,
and availability of service which it has p r o vided.

Formal proceedings are properly and timely noticed and 
are open to the public. The commission has held public 
hearings and formal proceedings within the service
areas of the utilities before them to facilitate public 
attendance and participation. APUC also staffs a 
Consumer Protection and Information Section to resolve 
complaints and disseminate information.

5. The extent to which the board, commission, or agency
Has encouraged public participation in the making of 
its regulations and decisions.

All formal proceedings, including hearings on proposed 
regulations, are noticed and open to the public. Any 
interested person or party may intervene in a formal 
proceeding if that intervention will benefit, but not 
unduly delay the proceeding. The commission has also 
held informal workshops with attorneys and utility 
representatives in an attempt to be more responsive to 
the needs and concerns of those groups.

6. The efficiency with which public inquiries or corn-
plaints regarding the activities of the board, com-
mission, or agency filed with it, to the department to
which a board or commission is administratively as-
signed, or with the Office of the Ombudsman have been
processed and resolved.

The commission has adopted regulations for informal and 
formal complaint procedures. Procedures include a 
requirement that the complaint be made first with the 
utility before being filed with the commission. If the 
complaint cannot be resolved informally, formal pro c e­
dures, including an investigation, may be initiated. 
The Office of the Ombudsman also occasionally handles 
utility or APUC-related complaints. We found the 
complaint resolution process to be operating satis­
factorily.

7. The extent to which a board or commission which r e g u­
lates entry into an occupation or profession has p r e­
sented qualified applicants to serve the p u b l i c .

The commission, prior to granting a Certificate of 
Public Convenience and Necessity to a public utility, 
is required to determine that the applicant is fit, 
willing, and able to provide the service. APUC employs
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utility financial analysts and utility engineers to 
perform the necessary analyses to make this determina­
tion.

8. The extent to which state personnel practices, in­
cluding affirmative action requirements, have been 
complied with by the board, commission, or agency 
to its own activities a n d ~ t h e  area of activity or 
I n t e r e s t ~

We found no evidence of hiring practices or commission 
appointments that are contrary to state personnel 
practices. No complaints have been filed with the 
Human Rights Commission or the Division of Equal 
Employment Opportunity.

9. The extent to whict statutory, regulatory, budgeting, 
or other changes are necessary to enable the agency 
Ijoard or commission to better serve the interests of 
the public and to comply with the f a c t o r s .

Please refer to the previous section, Findings and 
Re commendations.
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APPENDIX

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 
ALASKA PUBLIC UTILITIES COMMISSION 

SUMMARY OF APPROPRIATIONS AND EXPENDITURES
For Fiscal Years 1988 and 1989 

(UNAUDITED)

Category
1988

Authorized

1988 
Expenses and 
Encumbrances

1989
Authorized

Personal Services $2,113,600 $2,103,406 $2,113,600

Travel 28,660 27,423 57,100

Other Services 1,592,330 1,224,346 1,688,500

Supplies 21,000 20,800 22,000

Capital Outlay 3,910 3,910 2,900

Total $3,759,500 $3,379,885 $3,884,100

Note: The information included in this summary was obtained
from APUC records and the state accounting system. 
This information has not been audited by us and, 
accordingly, we express no opinion on it.
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( I n t e n t i o n a l l y  l e f t  b l a n k )
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----

/

oTEVE COWPER, GOVERNOR

A L A S K A  P U B L I C  UTILITIES C O M M I S S I O N

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT /
/

420 " I  " SI K i n
s u m  100
A N C I IO K A C l ,  A LA SK A  90501 
(907) 270 0222

M a r c h  7, 1989

Mr. R a m ’.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  -jf L e g i s l a t i v e  A u d i t 
S tate of * iaska 
P. 0. Box W
Juneau, A l a s k a  99811-3300

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

Dear Mr. Welker:

The followin g is the r e s p onse of the C o m m i s s i o n  to t h e  p r e l i m i­
nar y  audit r e p o r t  and r e c o m m 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  
of L e g i s l a t i v e  A u d i t  on F e b r u a r y  14, 1989, as a r e s u l t  of its 
p e r f o r m a n c e  r e v i e w  of the Commission.

The C o m m i s s i o n  c o n c u r s  w i t h  the fundament al c o n c l u s i o n  of the 
report t h a t  the

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  is o p e r a t i n g  in an 
e f f i c i e n t  and e f f e ctive m a n n e r  and s h o u l d  c o n t i n u e  to 
r e g u l a t e  p u b l i c  u t i l i t i e s  a nd pipelines. (Page 5.)

T he C o m m i s s i o n  do es not agree w i t h  all of the s t a t e m e n t s  of r e g­
ul a t o r y  t h e o r y  a n d  p h i l o s o p h y  in the p r e l i m i n a r y  a udi t r e p o r t  b u t  
has foc used its comme nts on the actual r ecommen dations.
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