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Jurisdiction

Alabama
Alaska
Alberta
Arizona
Arkansas
British Columbia
Californla
Colorado
Connecticut
Delaware
Dist. of Columbia
Clor i1da
Georgia
Guam

ilaaii
Idaho
111inois
Indi ana
lowa
Kansas
Kentucky

bju 1a 1ana
Miine

Maty lanil
Massachusetts
Michigan
Minnesota
Mississippi
Mi rsouri
Montana
Mebf aska
Nevada

OTHER EDUCATION

Full-Time staff
Education Director

Yes

Ho, Pub.
Yes

Yea

No

No

Yea

Yes

Ho

No

Yes

Yes

Ye3

No

No, Inf.
Yes

Yes

Yes

No - will hire soon
Yes

Yes
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Yos
Yes
Yes
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No
Yes
No
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Yes

Active Bduc.
Adv.
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No
Ho
Yes
No
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No
No
Yes
No
Yes
No
No
No

No
No
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RE Educ.
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Resear. Fund Active
No No
Yes No
Yes No
No Yea
Yea No
Yes Yea
Yes Yea
No No
No Yes
Yes No
Yes No
Yes Yes
Yes Yea
No No
Yes Yes
Yea No
Yes Yes
Yes Yea
No, but auth"d No
No Yes
Yes Yes
Yes Yea
Yes Unknown
No No
NO No
No No
Yes No
No No
No No
Yes No
No No
Yes No
b " .

coll./Univ.

RE Research Center
funding
fees

Receives
fran RE lie.

No

Yes
Yes

Yes
Yes
No

Yes
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No
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OTHER EDUCATION INFORMATION
Active Educ. RE Educ. Ooll./Univ. RE Research Center
Full-Time Staff Adv. or Liais. and/or Receives funding
jurisdiction Bducation Director Ocrtm. Resear. Fund Active from KE lie. fees
New Brunswick No Yes Yes No
New Hampshire No No No No
New Jersey Yes No Yes No
New Mex ico Yos Yes No Ho
Hew York No No No No
North Carolina Yes No No No
North Dakota No Yes Yes Ho
Nova Scotia * No No No Mo
Ohio YeB Yes Yes Yes Yes
Oklahoma Yes Yes Yes Ho
Ontario NR AR AR NR
Oreyon Yes Yes No No
I "ennsylvania Ho Yes No Unknown No
Quebec Ho Ho No Yes No
Rhode Island No Yes No No
Saskatchewan Yes Yes Yes No
South Carolina Yes NO Yes Yes No
South Dakota Mo No Yes No
Tennessee No, but have P-T No Yes Yes No
consultant
Texas Yes HO No Yes Yes
Utah Yes Mo Yes No
Vermont* No Yes No No
Virijinia Yos Yes Yes No
Virgin Islands* No Ho No No
Washington Yes YOS Yes No
Wi?t Virginia No No No No
Wiscons in No Yes (ad hoc) No No
Wyoming No Yes Yes No
*19HU survey

26



March 6, 1990

Finance Committee
Alaska State Senate
State Capital Building
Juneau, Alaska 99811

Re: Senate Bill 28844

Senators,

It has just come to my attention that SB288, regarding changes to
AS08.88 of the Alaskan statutes, contains provision that would
require additional xiucation requirements for real estate
licensees. I would like to take this opportunity to stress my
strong opposition to any provisions that would require "mandatory

continuing education".

During my years of service on the Real Estate Commission, including
one year as Chairman, there were numerous attempts to get this type
of legistlation passed. We held many public hearings on this matter
and tried to balance the desire with the practicality. While there
are acceptable arguments such as, "This is the way i1t is done in
other states so therefore we should do i1t in Alaskal” or "We have
to do something to cut down on the numerous compl?/ itsl", our
careful analysis always -ended 1in not supporting continuing
education as a solution. We simply felt forcing a licensee to sit
through a real estate class two days every two years would not
materially change the quality of their work. The cost of another
layer of bureaucracy versus the expected result is not warranted.
I do not feel the arguments for or against mandatory education have
changed materially since that time.

It is important to keep the State"s position with the real estate
industry in perspective when considering the adoption of this type

of recmirement. The State of Alaska, iIn 1it"s wisdom, has
established a set of laws that regulate the right to perform those
functions allowed under AS08.88. You can only perform those

functions with a license. Realizing that in the spectrum of the
rea? estate industry that there are all levels of expertise,
experience, etc., the law established two levels of licensing,
broker and salesman. By passing certain requirements, one can
become a salesman. If you have at least two years of experience
and pass additional requirements, you can become a Broker. You
cannot perform those fuctions authorized in the statutes as a
salesman unless your are working under a broker"s license. In
turn, a Broker can have licensees "working”™ under his broker®s
license but the Broker has total responsibility for the actions of
the salesmen licensees.

This process is not only simple but affective. The Broker has the
responsibility and liability for not only himself but for all of
the licensees working under®*him. The public®"s recourse i1s through
the courts for damages. The State can prevent further miscarriages



by revoking the license.

The only strong argument against this system was that in many real
estate circumstances it was unfair to make someone that had been
harmed go through the lengthy court procedure to get monetary
recourse. To correct thi3 flaw the surety fund and procedure was
established.

My point is this. The system outlined above works as well as any.
Keep 1t simple and leave clear lines of accountability. It is the
licensee™s responsibility to educate himself. Since the Broker 1is
responsible he"d better darn well be sure that both he and the

licensee™s working under him are educated. It 1s when you cloud
this chain of responsibility and accountability that indifference
begins. IT the State 1s going to take on a portion this
responsibility who is going to be liable? I trust you will not

want to accept this liability based upon two days of education
every two years.

It i1s my opinion that strong enforcement of your existing statutes
is the solution to improve industry standards, not some mandatory
requirement that will only cause dissention and further disburse
the liability. IT you are inclined to pass this type of
legislation, first insist on using the excess surety funds (as they
are intended) for voluntary courses. Do this for, say, two years
and then get a report. Use this as a test. Poll the licensees. Do
they want mandatory education? Do they think it will improve the
industry? Remember, many licensees are not Realtors. Realtor is
only a designation used by those who belong to a professional
organization and many licensees do not espose to this organizations
goals.

In summary, | believe the limited benefits gained from mandatory
education are far outweighed by the cost, the insidious bureacracy
that will be created, the red tape and the speading of liability
resulting from its inception. It is simply not worth the problems
that will be caused.

I would be more than happy to discuss this issue with any of you if
you so desire. You can reach me in Juneau at 586-8161.



PEr Sppnsor Substitute for S.B. No. 288

Dear Senator,

Please consider achaage to the bill by the deletion of
Sec. 2(d) A person who is licensed undarrthio chapter must
complete 20 hour3 of continuing education - - -

My experience has been that mandatory continuing education
does not solve any problems and "becomes a make-work project
that neither the licensee northe public benefit from.

In attending a required education course In another state,

I found attendance in a general D.S. session tc obtain the
document required for relicensure. | have heard the argument
that without the education requirement we will have no
reciprocity with other Btates. 1 do not intend to carry my
license elsewheres, and hearing of the problems with other
states, certainly do not want their problems here.

I feel that we_stand far out ahead of other states with our
current licensing program, and especially our Surety Fund
program which not _only provides for suspension or revocation
Ef d|cense, but financial redress to the public through the
und.

Attempting to enhance competency and honesty by statute does
not seem to work. There is no_evidence that the public will
better protected by thi3 requirement.

The current system places the responsibility for comgentency
and honesty uBon the Broker, who is not only responsible for
his actions, but also the actions of any salesman working
uniiclar his Broker®"s license. This system seems tc work very
well.

Former: President, Juneau Board of Realtors
President, Alaska Association of Realtors
Chairman, IMF, National Association of Realtors
Member, Real Estate Commission
Chairman, License Law Committee, Real Estate Commission

Current:
Broker (first licnesed in ALaska as saleman 1554)
Chairmman, BylLaws, Southeast Board of Realtors
Associate Professor of Real Estate, Univerty of Alaske, SE.
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Adams, Albert P. (D) Kotzebue
BhkJey,Johne(R)Bethd

CoghlE, John B. “Jack” (R) Nenana
Duncan, Jim (D) Juneau
EBason,Rkhard.L“Dick” (R)Sitka
Fahrenkamp, Bettye M. (D) Fairbanks
Falks, Jan (R) Anchorage

Fischer, Paul A. (R) Soldotna
Frank, Steve (R) Fairbanks

Hatford, Rkk (R) Chuglak

Jones, Uoyd (R) Ketchikan

Kcfiz, Tim (R) Anchorage

Kerttxua, JaJmar M. (D) Palmer
Pearce, Drue (R) Anchorage
Pourchot, Pat (D) Anchorage 1
Rodey, Patrick (D) Anchorage
Sturgulewsid, Arflss (R) Anchorage
Srymanskl, MDte (D) Anchorage
Cehing, Rick (R) Anchorage
Zharoff, Fred F. (D) Kodiak
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Introduced: 1/23/90 6-11251
Referred: Lubor and Commerce

BY SEN. STURCUUWSKI

IN THE SENATE

SPONSOR SUBSTITUTE FOR SENATE BILL NO. 288
IK THE LEGISLATURE OP THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to the Real Estate Commission; and

providing for an effective date."

BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

*

Section 1.AS 08.88.081 is amended to read:

Sec. 08.88.081. COMMISSION REGULATIONS. The comisi. .on shall
adopt regulations necessary to carry out the purposes of this chapter
[PERTAINING TO THE RESPONSIBILITIES OFPERSONS LICENSED UNDER  THIS
CHAPTER AND THE GROUNDS FOR REVOKING OR SUSPENDING A LICENSE].

Sec. 2. AS08.8Q.091 is amended by adding new subsections to read:

(b) An applicant for licensure under AS 08.88.171(c) must com-
plete 20 hours of education approved by the commission before the
person may be licensed under that subsection.

(©) An applicant for licensure under AS 08.88.171(a) or (b) mu3t
complete 15 hours of education approved by the commission before the
person may be licensed under either of those subsections.

() A person who is licensed under this chapter must complete 20
hours of continuing education approved by the commission before the

person“3license may be renewed.

(e) The commission may not approve an education or continuing
education course required under this section unless the commission
certifies the course outline and approves the instructor of the course
before the course is conducted.

Sec. 3. AS08.88.171(a) is amended to read:
(@ A person is eligible for [ENTITLED TO] a real estate broker

SB0288b -1 - SSSB 288
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STEVE COWPER, OOVERNOR

D1 fuilfi&ave /

DEPARTMENT OF COMMERCE ¢ n_FLOOR FRONTIER 8L05.
ECONOMIC DEVELOPMENT ANCHORRGE ALASKA 1 550

prone;i m s mm
DIVISIONOP OCCUPATIONAL LICENSING

Tot  Gordon Harrison

"Le IS|a'[IVf sesearch Agenofy ia/L "
Fran:  Graycs Oakley, Executive Sficretary r'e"
Rati Estate Commission
Datttt  March 5 1990

Rei Request for Surety Fund information

| was attending a surety fund hearing when vyour faxed request arrived
Thursday,  The "hearing did not recesa until “late Friday afternoon, |
understand from Terry McGillivary that when she told you the volume involved
with minutes of commission meetings, you deleted that request. Here are
remaining statistics;

FY 86 Fy 87 FY 88 FY 89

Inocc* $266,960 $26.840  $205,342 $ 38,704
Expenses for Claim Settlements 52,357 88,619 90,860 118,031
Expenses paid for Education 136,703 126,239 89,182 76,882
Appropriated for Education* 145,000 145,000 145,000 145,000

* Although the appropriation, remained constant, the actual expenditures were,
cut back "because of the antlcg)ated heavier payouts as a backlog of claims
were resolved in FY S8 and FY 69.

Current Balance as of June 30,. 19B9: $243,121.
Plus estimated renewal incane~py 90: 302.000
Less claims paid in FY 90 28,000
Leas claims gpproved 2/22/90 70,£42
Less estimated education expenses FY 90; 100.000
Less claims currently on appeal 97,000
Estimated current available balancer $249,000
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&uUy . R&IttCf,
(Famerly Bartera Jayo Reellly)
P.0. Box 02-0422
Juneau Alaska 99802
(907) 586-9091
March 6,1990

Finance Committee/SB288-Real Estate

The portion of the bill lam against is Sec. 2 (d)--which would require 20 hours of
continuing education to get my real estate license renewed.

Education will not make a dishonest person more honest. People generally learn
standards of honesty by age 10. Ido not believe continuing education will change the
basis moral fiber of people therefore the public will not be any more protected.

Ifthe Real Estate Commission has a full time Education Coordinator, Terry McGillivary
who puts out a quarterly newsletter, then why isntthat Education Coordinator
including important Information or case law data in the newsletter? Why isn't the
Education Coordinator sending out yearly updated State Statutes, Ak. Administrative
Code and Regs inorderto keep the people in the industry informed? |pay into the
Surety Fund for important data or educational information-1"'m a consummer-where is
my important updated information I pay for?

Ifthe continuing education requirement was dropped from the bill, then would there be
the need to hire an additional state employee as the fiscal note indicates?

In 1989 I received for my payment into the surety fund 4 each newsletters and Ibelievo
that is all!! Ithink the RE Commission Education Coordinator should mail out each
year:
a) the quarterly newsletter containing important case law info and other
changes and data the RE Commission thinks are vital
b) updated set of Statutes dealing with real estate, AAC and Regs by
registered mail which will assure agents and brokers have the
updated information
¢) copy of the trust account manual the RE Commission developed
d) Brokers kit which isintended as a desk reference for brokers (the RE
Commission claims it is nearly complete if not already finished).

lam not for this bill as itnow stands because it 1) creates an unnecessary state job
2) itunnecessarily regulates the industry through forced central government planned
educational requirements 3) and no stastical data has been presented by anyone
showing that there are any more or less honest people in the industry now compared
to the past.

Itis my understanding that a number of the surety fund payments being made now are
from c'aims that are YEARS old and have not heen responsibly handled until now



which has resulted in heavy draws on the current fund. No one has presented data to
prove that current claims are any higher or lower or worse or better then those inthe

past-only that current claimsand complaints are being handled in a more timely
fashion now.

Prelicensing educational requirements are something entirely different from the
pngoing educational requirombnts for licensing renewal. Those two distinct matters
should be separated when dealing with this bill. 1am against the ongoing educational
requirements for renewal of license. How can ay state government controlled
ongoing education program provide equal educational opportunites for people in
Kodiak, Nome, Ketchikan, Juneau and Anchorage. Each community is very different
and has different needs. Ifyou eliminate the ongoing educational requirements for
license renewal (Sec. 1 (d)) then the fiscal note should reflect zero cost for the
remainder of the bill- it should not be necessary to hire additional staff if no central
government controlled education programs for renewal of license are approved. In
addition the RE Commission anticipates they will spend approx $25,000 more for
education this year over last and those fund are paid directly by people working in the
industry. lwould be happy to receive the items listed above as fairexchange for my
payment into the Surety Fund. But leave the subject matter and methods of ongoing
education needed in my business up to me.

Our licensing test is reportedly similar to the test of 25 other states-we are doing
exactly what other states are doing, but itis claimed by some not.to he working. So
should we blindly follow what some states do regarding continuing education?
Should we also blindly follow what other states think about locking up Alaska for a
wilderness park? Should we also follow the same path in their approach to wetlands?
We should learn from other States and find out how they do things but not necessarily
follow them. Just because other states have different methods for dealing with an
industry does not mean we need to blindly follow their example. Let’s think things out
slowly and carefully for ourselves. Let’s take the time to think about what is best for
Alaska and work on what is best forus here and now and forour future.

Respectfully.

Barbara Anne Craig
Owner/Broker



SPONSOR SUBSTITUTE FOR SENATE BILL NO. 288

IN THE LEGISLATURE CF THE STATE CF AAKKA
SIXTEENTH LEGISLATURE - SEOOND SESSION
ABILL
For an Act entitled: "An Act relating to the Real Estate Commission; and
providing for an effective date."
BE ITENACTEDBY THE LEGISLATURE CF THE STATE CF ALAKA
*Section 1 AS08.88.081 is amenced to read:

Sec. 08.38.081. (COVMMSSION REGULATIONS.  The  commission  shall
adopt requlations necessary to carry out the purposes of this chapter
[PERTAINING TO THE RESPONSIBILITIES OF PERSONS LICENSED UNDERR  THIS
CHAPTER AND THE CROUNCS FCR REVOKING (R SUSPENDING A LICENSE].

OR'@R*0OL is amended by adding new subsections to read:

(b) An applicant for licensure under AS 08.88.171(c) must com-
plete 20 hours of education approved by the commission before the
person may be licensed under that subsection.

(c) Anapplicant for licensure under AS 08.88.171() or (b) must
complete 15 hours of education approved t the commission befoie the
person may be licensed under either of those subsections.

(d) Aperson who is licensed under this chapter must complete 20
QQfHLﬁ ”oflcontlnum% education approved by the commlssmn before 1the
personth Ticense may'be renewed.

(e) The commission may not approve an education or continuing
education course required under this section unless the commission
certifies the course outline and approves the instructor of the course
before the course is conducted.

* Sec. 3. AS 08.88.171(a) is amended to read:
(a) A person is -eligible for [ENTITLED TO] a real estate Dbroker

SB0288b -1 - SSSB 238
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DEPAKTKENT OF COMMERGE TTH FLOOR FRONTIER BLOQ.
ECONOMIC DEVELOPMENT diONCSTREET, SUTET2L

DIVISION OF OCCUPA TIO.VAL LICENSING PHONE: 15Q7) SS1J978

Toi Gordon Harrison
‘Legislative Research Agency

Fran: GraYce Oakley, Executive Secretary
Real Estate Coamission

Date:  March 5, 1990

Re: Request for Surety Fund information

| was attending a surety fund hearing when your faxed request arrived
Thursday, ~ The "hearing did not recess until “late Friday afternoon, |
understand from Terry McGillivary that when she told you the volume involved
with minutes of commission meetings, you deleted that request. Hare are the
remaining statistic*:

FY 86 Fy 87 FY 88 FY 89
Incane $266,960 s 26.840  $205,342 $ 38,704
Expenses for Claim Settlements 52,357 38,619 90,860 118,031
Expenses paid for Education 136,703 126,239 89,182 76,882
Appropriated for Education* 145,000 145,000 145,000 145,000

* Although the appropriation remained constant, the actual expenditures were
cut back because of the anticipated heavier navouts as aC”acklog) of claims

were recalved in FY 88 and FY 89. ' s
Current Balance as of June 30,. 1989: $243,121.
Plus estimated renewal income—FY 90: 302,000
Less claims paid in FY 90: 28,000
Leas claims approved 2/22/90 70,542
Less estimated education expensesFY 90: 100,000
Less claims currently on appaal 97,000

Estimated current available balancer $249,000
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SUMMARY

REAL ESTATE STATUTES & ENFORCEMENT PROCEDURES

Tabic of Contents
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12 AAC 02 Occupational Licensing Regulations
12 AAC 6A Real Estate Commission Regulations

Real Estate Commission Forms

Individual License Application
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THE REAL ESTATE SURETY FUND

Legislation enacted in 1974 created the Real Estate Surety Fund with a twofold”.
purpose. First ic provided indemnificiation up to $10,000 per transaction for
judgmentF awarded by the courts to persons who suffered a financial loss
hecause oi a licensee's actions that involved £raud, deceit, misrepresentation
or conversionotjtrust tunas. bA&ond. Ib could be a source of funding tor emmmedl
estate education ot both the public and licensees after reaching tne specified?*
minimum balance of $2i().»13(). » -

J The Commission-sponsored seminars held periodically in major population areas
j of the state and the publication of the Listing and Earnest Money Manual are
(the tangible results of the second stated purpose.

The first and primary purpose of providing indemnity to satisfy uncollectable
judgments against real estate licensees was begun when the first surety fund
fees were paid into the fund concurrent with the 1976 biennial license renewal.

A 1980 legislative amendment removed the previous requirement that the claimant
first obtain a civil court judgment and gave the Commission the quasi-judicial
role of adjudicating the surety fund claims via administrative hearings. Since
1980, the basic procedures outlined in AS 44.62.330-630 have been used in
conjunction with specific surety fund claim processing instructions set forth
i1r58t2he regulations (12 AAC 64.280-330) adopted by the Commission in December

Surety Fund Authorization

AS 08.88.450 The Real Estate Surety Fund is administered as a special
account of the state's general fund. The primary source of
revenue is the fee paid by each licensee in lieu of bonding."
Filing tees paid by" "claimants that are retained by the

\ Commission are also deposited into this account. It may not
exceed $500,000 and any amounts in excess of $250,000 may be
designated for real estate educational purposes, such as
those named in AS 08.88.091.

AS 08.88.455 With each initial application for a real estate license and
the subsequent renewals, the applicant must pay a surety
fund fee of up to $125. The* Commission has the authority to
adjust the amount of the fee by regulation, but may not make
ib higher than $125 per licensing period. When making an
adjustment, the anticipated needs for claims an”~gdm.aLiuual

expenses must:  be .considered simultaneously with the
sTaLuLury directive to maintaina minimum .fund balance of
TAu.uUU. ———m——————e " e

Expenditures from the fund for -educational purposes are

J submitted in advance with the proposed budget for the

‘r I Commission and appropriated from the fund by the
legislature.



AS 0°.88.071 (c)

AS 08.88.331

AS- 08.88.351

12 AAC 64.135 (a)

12 AAC 64.135 (b)

Supervising Licensed Personnel

An individual licensee's conduct is not blamed on the broker
unless he/she bus knowledge ol and agrees to it ahead of
time or condones Lt by remaining silent. However, a broker
is responsible for supervising the activities of the
[icensees in the otlice and~lur reviewing all agregrngmfg
rclevuTIC to the transactions they produce, 'fills encompasses
listings, purchase agreementsT addentiums, Occupancy

agreements, etc. The broker is responsible for the conduct.

jtc/Tshe should know _about__iri__the _course of exercising
adequate supervision, including trust account records of
]Troperty owned and managed by the licensee?.

Record Keeping

A licensee must process all transactions through his/her
broker, and all money collected by the licensees must be
turned over the broker. In turn, the broker must account
for all monies hel/she receives. Transactions where the
licensee is a principal in the transaction must also be
processed through the broker.

A major reponsibility of the broker is keeping records.
This includes:
1) Keeping a complete record of all the real estate
transactions of the office for at least three years.
2) Preparing a closing statement accounting for all
money receipts and disbursals in each transaction.
3) Maintaining a trust account for separate handling of
other people's money temporarily entrusted to his/her
keeping. Specific requirements for trust account
records are discussed later in this section.
4) Making trust account records available to the
Commission for audit.

The Commission must give a broker 72 hours notice to conduct
an inspection or transaction records. The inspection is to
be done during normal business hours (between 8 a.m. and 5
p.m. Monday through Friday). The Commission is entitled to
see listing agreements, purchase agreements, trust account
deposit and disbursal records, closing statements, and
broker/licensee communications regarding transactions.

The Commission may order a trust account audit without prior
notice. The auditor must present the notice during normal
business hours. In this circumstance, the broker can
request a 24-hour delay, but the trust records must be
secured by the auditor for the duration of the delay.

18
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AS 08.88.455

AS 08.88.161

An active license is one which is issued in conformity with
the criteria described in the preceding section and has not
been revoked, suspended, allowed to lapse, or placed on
inactive status.

Once obtained, a license is valid as long as the person
continues in that position, pays the appropriate renewal
fees and does not incur disciplinary action resulting in a
suspension or revocation of his/her license.

Although Alaska does not have a continuing education
requirement for license”renewal. the Commission encourages

-licensees.-to further their~'pr~olFs~5T(mal--prowt'h~~bv sponsoring

educational courses funded bv Surety Fund--moniejZg.alllct_e_d.
in excess of the minimum balance in the fund.

Activities Requiring a License

In general, people who provide real -estate services for
others for pay must be licensed. A person can sell his/her
own property without a license; or a person fitting the
exceptions listed in AS 08.88.421 need not be licensed, but
usually, only a licensed person can sell property for
others.

The activities that are considered "dealing in real estate"”
for which a person must be licensed are:

1) Selling, exchanging, renting, leasing, auctioning or
buying real estate.

2) Lijting real estate for sale, exchange, rent, or
lease. Listing means contracting with a property
owner to act as his agent in marketing his property.
The fee or commission paid for this service is
usually based on a percentage of the sale price.

3) Collecting rent for the use of real estate.

4) Dealing in real estate options for the improvement,
purchase or lease of real property. An option is the
right to purchase, lease or improve the property in
the future at a predetermined price.

5) Helping to find a buyer for a parcel of real property
and/or assisting in the negotiation of a real estate
transaction.

6) Presenting oneself to the public as doing any of
these things.

7) Trying to offer to do any of the above listed things.

11



AS 08.08.191

AS 08.01.050

AS 08.88.221
12 AAC 64.910

IAryv nld

licensed broKtr. it «v«r convxcc«a 0X any ox cn« NpttuxxxMu
felony charges, the complete sentence must have beer* served.

Examination Content

The Commission is required to offer n real estate exam at
least once a year. In Anchorage It is given twelve times a
year; in Fairbanks, Juneau and Kenui the exam is ullered
quarterly. Other locations are by Individual application.

There are two versions: the saleperson's and the broker's
exam.  Alaska is . one of the 25 states whose Commission
contracts with Educational Testing Service (ETS) of  New.
Jersey to prepare, administer and grade both versions of the
exam. rue Commission is responslJ?lg__ for reviewing axam
mcontents.  but ETS* retalni full copyright over its
examinations, including tlie portions covering the individual
state's statutes.**

The broker's exam is a little longer and more difficult than
the salesperson's, but both cover essentially the same
material. Five hours are allowed to complete either exam.

Approximately three-fourths of the exam is uniform for all
states on general real estate principles and includes such

topics as: real estate contracts, financing, deeds,
interest in real property, condominiums, fair housing,
agency, property — management, settlement  procedures,

appraisals, planning and zoning, property descriptions, and
taxes and assessment.  The remainder 1is tailored to the
statutes and regulations of each state. In  Alaska it
encompasses the Following statutes and regulations with
additional emphasis In the proxer 5"~5al 6n trust account
and supervisory responsibilities:

AS 08.88.011-500 Real Estate Brokers and Salesmen

AS 34.03.010-380 Uniform Residential Landlord and
Tenant Act

AS 34.08.010-995 Uniform Common Interest Ownership Act

AS 45.55.010-270 Alaska Securities Act of 1959

12 AAC 64.010--950 Real Estate Regulations

A copy of these statutes can be obtained for $15 plus $5 for
mailing from the Commission office.  Also available is an
information bulletin published by ETS that outlines testing
and scoring procedures and provides sample questions for
both exams.

Administration of the Exam

Exams are given on the fourth Saturday of the month unless
that is a holiday weekend. In those months, the exam is on
the third Saturday. Notices are published in local
newspapers prior to the exam in each community where it is
offered. The application forms to preregister for taking
the exam are available at the office or frommost of the
pre-licensing schools. An application form and the $65 exam
fee should be mailed to ETS before the first of the month in
which an individual wishesto take the exam. He/she should



ATUtTiun; uunapii.u.y u; iimikiuu UureuitorH, or ;tny omor foiony involving moral turpitude, or, it convicted
ol such an oflense, the person has completed the sentence imposed upon conviction, and if the per-
son is employed by a real estate broker. Unless the salesman tails lo pay the biennial renewal lee or
unless the real estate salesman's license issuspended or revoked under AS OB BB.071(a)(3), a real estate
salesman's license continues in effect so long as the salesman isemployed as a salesman by a licensed
real estate broker. If the salesman stops being employed as a real estate salesman, the real estate
salesman's license is suspended from the time tho salesman stops until the salesman again isemployed
as a salesman by a licensed real estate broker.

(d) A licensee shall promptly Inform the commission of a change Inbusiness association that affects
the status of the licensee's license under this section, (sec. 1ch 95 SLA 1964; am sec. 3 ch 130 SLA
1966; am sec. l1ch 55 SLA 969; am secs. 5-7 ch 28 SLa 1974; am secs. 12-15ch 167 SLA 1980)

NOTES TO DECISIONS. Relationship between brokers and salespersons. — The Alaska statutory
system governing real estate brokers and salespersons Implies that the relationship isone ofemployer
and employee. Calvo v. Calhoon, Sup. Ct. Op. No. 1368 (File No. 2839), 559 P.2d 111 (1977)

Applied in Black v. Dahl, Sup. Ct. Op. No. 2318 (File No. 4770), 625 R2d 876 (19381).

Collateral references. — Real estate broker. 39 ALR2d 606.

Attorney®s right to act as real estate broker without having been licensed as such. 99 ALR2d 1151.

Licensed real estate broker$ right to compensation as affected by lack of license on the part of
partners, coadventurers, employees, or other associates. 8 ALR3d 523.

Procurement of real estate broker®s license subsequent to execution of contract for services as en—
titling broker to compensation for service. 80 ALR3d 318.

Necessity of having real estate broker®s license in order to recover commission as affected by fact
that business sold included real property. 82 ALR3d 1139.

»  Sec.08.88.181. Content of examination, (a) The real estate examination may include, but is not necessari-
ly limlte3to”qunfic)rrr arithmetic; elementary principles of land economics and
appraisal; the general principles in state statutes relating to deeds, mortgages, real estate contracts,
subdivisions, legal descriptions, building restrictions, agency and brokerage; and the general provi-
sions of this chapter and of the regulations of the commission.

~(b)  The real estate salesman examination covers the same subjects as the real estate brokerexamina-
tion, but is less difficult.

U]

m-—" ()Theonlypurple of an examination under this chapter is to disqualify those whose lack of ability
to participate in real estate transactions whulH cVeate a serious risk of serious financial loss to members
of the public, (sec. 1ch 95 SLA 1964; am sec. 2 ch 55 SLA 1969; am sec.16 ch 167 SLA 1980)

Sec. 08.88.191. Administration of examination, (2) The commission shall offer written examinations
at periodic intervals but at least once a year.

(b) If the commission contracts with a national testing service to prepare, administer and grade
gxaminations,

+ M (D) the commission shall review the examination and approve its contents;

)] application for the examination, accompanied by the proper filing fee, may be transmitted by
the applicant directly to the national testing service.

(c) An applicant who fails the written examination may request that the examination be reevaluated.
The commission shall provide by regulation fora system of reevaluating examinations on request of
an applicant who fails the examination. The system provided by the commission may provide for reevalua-
tion by the testing service or by any other person, (sec. 1ch 95 SLA 1964; am sec. 2 ch 108 SLA 1970;
am secs. 1,2 ¢ch 24 SLA 1972; am sec 8 ch 28 SLA 1974; am sec. 17 ch 167 SLA 1980)

Sec. 08.88.201. Reexamination. A person who fails an examination may apply fora subsequent examina-
tion, but shall pay the application fee for each application, (sec. 1 ch 95 SLA 1964; am sec. 32 ch 6

SLA 1984)

Editor§ notes. — The second sentence of this section isnow nhzniato &C no 0o io-w*s ~r-n —1



. AS 08.88.061 ALASKA STATUTES AS 08.88.071
( Sec. 08.88.061. Assistants. The commission may employ assistants to
(D) prepare questions on examinations;

(2 grade examinations;

(3 investigate alleged violations of this chapter, (sec. 1ch 95 SLA 1964; am sec. 57 ch 218 SLA
1976; am sec. 4 ch 167 SLA 1980)

Sec. 08.88.071. Duties of the commission, (@) The commission shall
(D) pass on qualifications of applicants for licenses and issue licenses to those who qualify;
— » (2H"efar*nd"c]rad?
(3) after hearing, have the authority to suspend or revoke the license of a licensee who
(A) with respect to a real estate transaction
() made a substantial misrepresentation;
() made a false promise likely to influence, persuade, or induce;

(i) in the case of a real estate broker, pursued a flagrant course of misrepresentation or made
a false promise through an agent, associate real estate broker, or real estate salesman;

(v) has engaged in conduct that is fraudulent or dishonest;
(V) violates AS 08.88.391;
(B) procures a license by deceiving the commission, or aids another to do so;

(C)has engaged inconduct inwhich the commission had no knowledge at the time the licensee
\_/vals_ Iicenéed demonstrating the licensee’s unfitness to engage in the business for which the licensee
is licensed;

(D) knowingly authorizes, directs, connives at or aids in publishing, distributing, or circulating
a material false statement or misrepresentation concerning the licensees business orconcerning real
estate for sale in the licensee®s business in this or any other state;

(E) if a real estate broker, wilfully violates AS 08.88.171(d) or 08.88.291;

(P ifan associate real estate broker, claims to be a real estate broker, or, if a real estate salesman,
claims to be a real estate broker or associate real estate broker;

I (G) if a real estate broker, employs an unlicensed associate real estate broker or real estate
salesman;

(H) if an associate real estate broker or real estate salesman, fails immediately to turn money
collected in a real estate transaction over to the employing real estate broker;

(4 prosecute, through the Department of Law, violations of the provisions of this chapter or lawful
regulations promulgated under this chapter;

©)
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LISV, VALY

by

SB 296: "An Act. establishing the business incentive program , and
providing for an effective date."
t - - . el
SB 296 establishes the business incentive program in the Alaska Industrial
Development and Export Authority (AIDEA). Money in the business incentive
revolving fund is to be used for the purpose of pass-through grants to
municipalities for training, making interest payments for installation and
purchase of manufacturing equipment and for infrastructure devslopment
associated with the project. The source of funds isnot delineated in the bill.
I: . m7 < ..mwmm [H"an mhj.," d . m
A business would submit an application to the municipality which, after
approval, would then forward it to AIDEA. An application for such a grant
must be acted upon by AIDEA within 30 days. Funds w- i flow from the
authority back to the municipality. The grant is limited tc ,500 for each job
created, plus whatever the municipality adds on for infrast. ucture development.
@ - 1 - e : -1 s J-i :
Should the business not create the jobs anticipated, the bill requires that "all or
a portion” of the grant be repaid. Repayment would be for principal of the giant
plus estimated inflation expressed as an interest rate. The principal would
return to theI grant flund and the int(‘erest would go to the general fund.
o 0 0 o
Grants must be made through a municipality with no municipality securing
more than 25% of the total money available. In addition, no more than 50% of
the money available can be granted in any one judicial district in any calendar
year. As written (page 2, lines 12-16), the bill allows associated infrastructure
to be outside the above caps. , 1 r >
i r | J :
The department has no specific amendments at this time, but would like to
bring up several questions: _
; ¥ . | . m_\r T-r
1. "Privately owned business™ is not defined. Does it include 1~
corporations that are publicly owned (shares traded on an exchange)
or isthe program limited to sole proprietorships and partnerships? )
.J 3
2. What happens if there is no municipality and a busine§d Reafds -.1
assistance?

3. The AIDEA board meets once a month, so 30 days could be veiy
restrictive in terms of reviewing any grant application and taking

board action. ir .o

4. How does this program fit into the Department of Labor 3 Job
Training Program and the Department of Community and Regional
Affairs Zand Department of Administration3 pass-through grant
programs? The department feels that the program must better be
located within DC&RA. As a grant program, it does not fit the
traditional operations ofthe authority.

5. What isthe source of funds for the grants?

Larry Merculieff; Commissioner

Date:
LM/LW/dgl13964D
042589a



STATE OF ALASKA BILL VERSION B 296

1989 LEGISLATIVE SESSION PUBLISHDATE

REQUEST: FISCALNOTE o

Revision Date: Agency Affected: Commerce & Economic Dev,

Titlez An Act establishing the business BRU: Alaska Industrial Development
incentive program andExportAuthority

Sponsor: Rodev. Faiks and Pearce Components:

Requester: Senate C & RA

EXPENDITURES /REVENUES : (Thousands of Dollars)

OPERATING FY 89 FY 90 Fy 91 FY 92 FY 93 FY 94
PERSONAL SERVICES 46.9 46.9 46.9 46.9 46.9
TRAVEL 7.0 7.0 7.0 o 7.0
CONTRACTUAL 10.0 10.0 10.0 10.0 10.0
SUPPLIES . 1.5 1.5 1.5 1.5 1.5
EQUIPMENT 12.0 0 0 0 0

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 774 65.4 JjiL-4 65.4 65.4
CAPITAL 0 0 0 0 0
REVENUE

FUNDING: (Thousands of dollars)

GENERAL FUND 77.4 65.4 65.4 65.4 65.4
FFHERAL FUNDS

‘R
TUT. L

POSITIONS:

FULL-TIME 1 1 1 1 1
PARTTIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

See attached for etail.

Prepared by: Bertram L. Wagnon. Executive Director Phone: 274-1651
Division: Alaska Industrial Development and Export Authorrijw- 4-24-89 o
Approved by Commissioner: Larry Merculieff Phone: 465-2500
Agency: Department of Commerce & Eennnmic Dpvpl npmpnt. Date: 2r/£ f

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

3958D/042589b



FY.9.0-

Personal Services:

Range 18, Grants Administrator
phis benefits

Travel: In-State
Out-of-State

Travel tomeet with various municipalities and
explain program. Meet with municipalities to
understand the grant packages. One or two

trips outside to meet with businesses to explain
and negotiate grant terms and conditions.

Contractual:

Postage, communications, printing, legal.

Supplies:
Equipment (one time costs):

Desk, chair, typewriters, calculator, file
cabinets, table, side chair, computer terminal.

page 2 of 2

$46,935

B
N o1
o o

$10,000

$ 1,500

$12,000



Patrick M. Rodey iktate legislature JUCS. 9
Serator ATl B
Senate
DATE April 27, 1989
TO: Senator Dick Nair
Senate Labor an *
FROM Senator Pat Rodey i
SUBJECT: SB 296, Business Incentive Progranm

(enabling legislation)

I would like to request the Senate Labor and Commerce
Committee to consider scheduling Senate Bill 296, an act
establishing the Business Incentive Program.

The purpose of this legislation is to establish a progranm
through the Alaska Industrial Development Authority to enhance
the ability of local governments to attract new businesses to
their communities.

This program would allow businesses to buy down the interest
rates on loans for the purchase of manufacturing equipment,
pay for infrastructure related to the project, and onetime
job training expenses for new job creation.

Local governments would make application to <'me fund on behalf

of private companies. They would be >"ouj to bring a
formal resolution in favor of the pi i demonstrate that
all other possible funding sources has m— 1 fully utilized.

No single municipality could spend more than 25 percent of
monies available in the fund in any year, thus ensuring
equitable geographic distribution. This legislation would
apply to new projects as well as the expansion of existing
primary industry projects.

IT you are interested in co-sponsorship of this legislation please
call my legislative aide, Mark Begich at 465-3793 or in
Anchorage at 337-6748.



v.J

10

n -

131
14
15

16 j

18 =
19
20
21y
220
23

24

26
27

28 j

-J&> B -T?2e?"N7NFPA

PROPOSED COMMITTEE SUBSTITUTE FOR
SENATE BILL 29S
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to waste collection and

recycling.”

Section 1. FINDINGS AND POLICY, (@) The legislature finds
that

(1) the recycling and reuse of garbage, refuse, trash or
other waste material ("Waste") and the material, resource, and
energy recovery Tfrom Waste would substantially extend the useful
life of existing solid waste disposal sites in the State of
Alaska, reduce the need for new landfills, save Alaska®s environ
ment, reduce outdoor pollution, and create jobs in the state;

(2) r- fuse utilities are ideally situated, to collect, d
recycle waste and to engage in recovery activity;

(3 the recycling and recovery activity 1is in its infancy
in the nation and particularly in the State of Alaska, derives
little or no profits for those engaged in the activity, and
requires that the legislature promote the activity whenever
possible;

(4) substantial volumes of Waste are needed to make the

recycling and recovery business economically viable which
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requires that certificated refuse utilities collect and control
the available waste iIn their service areas;

(©) it 1s In the public interest to encourage the existil
refuse utilities to develop the necessary technology and business
opportunities to engage iIn economical and efficient waste re-
cycling and recovery activities.

((9)] It 1s the policy of the State to encourage Waste re-
cycling and recovery activities and to assist and encourage
refuse utilities to develop Waste recycling and recovery tech-
nology and to conduct an economical and efficient Waste recycling
and recovery business.

Section 2. AS 42.05.221 1is amended to read:

@ A public utility may not operate and receive compen-
sation for providing a commodity or service after January 1, 1971
without first having obtained from the Commission under this
chapter a certificate declaring that public convenience and
necessity require or will require the service. A certificate to
furnish collection and disposal service of garbage, refuse, trash
or other waste material iIn a. area already served by a certif-
icated refuse utility may .=l be granted jf the operating ard
capital expense incurred by the utility and its affiliated inter-

ests on waste recovery 1Is r.ct 31 or more of the annual operatinc

affiliated interests for waste recovery for the 5 vears orior tc



the filing of an application to serve in an area already served
by a certificated refuse utility may be averaged to calculate the
3t annual operating and capital expense figure. Where a public
utility provides more than one type of utility service, a sepa—
rate certificate of convenience and necessity 1is required for
each type. A certificate shall describe the nature and extent of
the authority granted in it, including, as appropriate for the
services 1involved, a description of the authorized area and scope
of operations of the public utility.

Section 3. AS 42.05.381 1is amended by adding a new
subsection to read:

(e) All rates charged to a municipality by a utility fur—
nishing collection and disposal service of garbage, refuse, trash
or other waste material shall be regulated by the commission and
may not be exempt from regulation under AS 42.05.711(c).

) The commission shall adopt regulations for electric
cooperatives and for utilities which furnish collection and
disposal service of garbage, refuse, trash, or other waste mate—
rial setting a range for adjustment of rates by a simplified rate
filing procedure. A cooperative or utility furr.ishir. .ollecticr.
ar.c disposal service of garbage, refuse, trash or other waste
material may apply for permission to adjust 1its rates over a
period of time under the simplified rate filing procedure regu—
lations. The commission shall grant the application if the
cooperative or the utility furnishing collection and disposal

service of garbage, refuse, trash, or other waste material
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satisfies the requirement."; of the regulations. The commission
may review implementation of the simplified rate filing procedure
at reasonable intervals and may revoke permission to use the
procedure or require modification of the rates to correct an
error.

Section 4. AS 42.05.711(d) 1is amended to read:

©) 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 other than AS 42.05.221 - AS 42.05.281.

Section 5. AS 42.05.720 1is amended by adding new paragraphs
to read:

(1) "resource recovery" means the process of obtaining
useful material or energy resources from waste;

(2) "energy recovery," means recovery in which all or a
part of the waste materials are processed to utilize the heat
center.: or other forms of energy, of or from the material;

G "material recovery," means any process of obtaining
from waste, by presegregation or otherwise, materials which still
have useful physical or chemical properties after serving a
specific purpose and can, therefore, be reused or recycled for
the same or other purpose;

4 "recycling," means any process by which solid waste
materials are transformed into new products in such a manner that

the original products may lose their identity;



o) "leuse," means the return of a commodity into the
economic stream for use in the same kind of application as before
without change in its identity;

(6) "waste" means garbage, refuse, trash or other waste
material;

@) "waste recovery'" means resource recovery, energy recov-—
ery, material recovery, recycling or reuse of waste.

Section 6. No certificate may be granted to furnish col —
lection and disposal service of garbage, refuse, trash or other
waste material in an area already serviced by a certificated
refuse utility for 1 year from the effective date of this Act.

Section 7. This Act takes effect immediately under AS

01.10. 070 (c).



CITY OF FAIRBANKS
Office off the City Attorney

410 CUSHMAN STREET
FAIRBANKS. ALASKA 99701-4683
907-459-6750

February 22, 1989

RECEIVED
Fax to: 465-2161 WR311989
Commission John Andrews 0 ,
Department oC Administration %MT
P.O. Box C
Juneau, Alaska 99811
Re: Comments on Telecommunications Intent Language,

Preliminary Report, February 1, 1989

Dear Commission Andrews:

The City of Fairbanks Municipal Utilities_ System  (FMUS)
apPremates the opportunity to comment on_your Telecommunication
Intent Language, Preliminary Report, dated Fébruary 1, .| am
sorry for not meeting your deadline of February 17, 1989 but FMUS
did not receive a copy of the report until it was telecopied to us
Y_esterday by the Alaska Telephone Association. Even though we are
isted on the distribution list we never received a copy.

IS THE STATE IN FACT SAVING MONEY?

~The City of Fairbanks certainly commends any State Agency for
tryln% to “conserve publicmoney. ~ However, after reading = your
report we still are not convinced that when all the capital Ccost
of  building, maintaining and  operating the State network ace
considered “that the State 1is in fact savin monely. The actual
cash outla¥ paid to third parties may be $950,838 [less. However
does not mention that the State's ‘“costs” includes all

our repor , , _
%h_e year_lty depreciation on capital cost of State network (paid
with "capifal appropriations to various departments) and wages and

fringes of state workers to operate and maintain the State
network. Many other indirect expenses such as the cost of office
space and utilities may also be unassigned to the network. All
regulated telephpne,comﬁ)anles, both local and intec-exchange are
required to maintain all such records in a standardized format
pursuant to FCC Title 47 Part 36 quidelines so that they can be
easily compared and audited. The APUC also requires Alaska LEC to
follow part 36 rules with only slight deviation.  Lack of a
requirement  for enterprise fund accounting or incentives to
properly maintain and report such costs in a profit/loss format is
a problém with a State network financed with public money.

WHO PAYS FOR SUCH SAVINGS (IF ANY)?

FMUS takes issue with the concept that it and other local
exchange companies are unaffected by loss of State traffic on
public switched network.
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Hece again, taxpayers who make instate telephone calls ace paying
Coc thése uneconomic savings.

While we do not have the cuccent data to determine exactly how

much local cates and instate toll cates will have to be raised
because of tho State Network, it is beyond question that there
will be increases. The only thing we do not yet know is how

much. These increases may exceed the amount of "saving" by State
agencies. Other factors will also affect Lhe.se cates %most likely
reductions in subsidies from lowec 48), but these factocs are not
within the control of the State of Alaska. FMUS did receive less
in intrastate toll settlements in 1987 as mentioned in the report
but this was NOT due to a reduction in the number of telephone
customers in Fairbanks. FMUS increased the numbper of telephone
%_ustonﬁ_erts] and access in both 1987 and 1988 and is now at an all
ime high.

| disagree strongly with your  conclusion that State network
will not have an adverSe affect on  Dboth local rates for FMUS and
local telephone companies in Anchorage and Juneau as well as on
intcaBtate telephone rates. Any time %ou have a duplication of
plant-two systems in place paid for Dy the same foopulatlon of
users, this has to lead to additional cost for at fleast some of
the wusers. If the State s savm% money then the cost must be
borne by the remaining wusers. The remaining users are State
taxpayers who have financed the State network ft rough public moneY
and then_pay for it again through higher local and instate tol
rates. This cannot bhe wise public policy.

The report also infers that  the LECsdonot have the
technology 'to handle the states requirements. ATU, FMUS, Juneau
and Ketchikan all have Northern Telecom DMS 100 switches that are
"State of the Art" and perhaps offer a greater technological
flexibility than the state enjoys with its current system.

COMPARISONS WITH OTHER STATES

| question the validity of comparisons to what s done in
other states. COMPARISONS to other states where the state's
intrastato usage may be less than one percent of intrastate long
distance telephone usaPe Is not really comparable to Alaska where
the State has a much [arger percentage of ‘intrastate calling. |
do not know the -exact percentage of intrastate long distance
telephone usage made by the State of Alaska, but | have heard that
it may be as high as 15\ or more. While bypass by a single
customer with 1% of intrastate toll volume will have the adverts
consequences mentioned above, that (relatlveI%) small customer
will not have the effect of a customer who has ten or fifteen
percentage of the intrastate toll volume.
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CITY OF FAIRBANKS
Office oj the City 7lttomey

410 CUSHMAN STREET
FAIRBANKS. ALASKA 99701-4683
907-459-6750

February 22, 1989

RECEIVED
Fax to: 465-2161 MAR 311989
Commission John Andrews ooy iy

Decg)artment of Administration
P.O. Box C
Juneau, Alaska 99811

Re: Comments on Telecommunications Intent Language
Preliminary Report, February 1, 1989

Dear Commission Andrews:

The City of Fairbanks Municipal Utilities  System (FMUS)
apPremates the opportunity to comment on_your TeleCommunication
Intent Language, Preliminary Report, dated February 1, 1989. [ am
sorry for not meeting your deadline of February 17, 1989 but FMUS
did not receive a copy of the report until it was telecopied to us
){ﬁsterday by the Alaska Telephone Association. Even though we are
isted on the distribution list we never received a copy.

IS THE STATE IN FACT SAVING MONEY?

~The City of Fairbanks certainly commends any State Agency for
tryln% to “conserve opublic money. However, after reading  your
report we still are not convinced that when all the capital cost
of  building, maintaining and _operating the State network are
considered "that the State is in fact Savin money. The actual
cash outlag paid to third parties may be $950,838 [ess. However
does not mention that the State's "costs” includes all

our repor ton _ _
¥h,e year_ly depreciation on capital eost of State network (paid
with ‘capital appropriations to various departments) and wages and

fringes of state workers to operate and maintain the State
network. Many other indirect expenses such as the cost of office
space and wutilities may also bhe unassigned to the network. All
reqgulated telephone companies, both local and inter-exchange are
required to maintain all such records in a standardized format
pursuant to FCC Title 47 Part 36 guidelines so that they can be
easily compared and audited. The APUC also requires Alaska LEC to
follow part 36 rules with only slight deviation. Lack of a
requirement for enterprise fund accounting or incentives to
properly majintain and report such costs in a profit/loss format is
a problém with a State network financed with public money.

WHO PAYS FOR SUCH SAVINGS (IF ANY)?
FMUS takes issue with the concept that it and other local

exchange companies are unaffected by loss of State traffic on
public switched network.
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In Section 6 of the Preliminary Report is the following statement:

Alascora shares toll revenues with the Jlocal exchange
companies Dbased on costs. If no State network voice
traffic originated orterminated in a local exchange
company service area, then that company's costs have not
been affected Dby the network. The company's settlement
amount can chance only if Alascora changes “the rate of
return it uses for settlement purposes.

INCREASE IN LOCAL TELEPHONE RATES

The above underlined sentence is very misleading. FMUS does
receive settlements from Alascom for “intrastate calls based its
cost. Also, the discussion in the report about the settlements
process s correct in describing that costs of local telephone
companies are divided into local intrastate and interstate
jurisdictions.  This allocation cof costs  to  the different
gurlsdlctlon Is important because if a very large customer such as
he State of Alaska does not use the public switched network then
there can be a significant decrease in the percentage of FMUS cost
allocated to intrastate jurisdiction. What this means is that a
highor percentage of thé cost formerly allocated to infrastate
gurlsdlctlon is allocated to the interstate jurisdiction and to
he local jurisdiction. ~ The Alaska Public Utilities Commission
(APUC) will® allow this higher percentage of cost to be passed on
to local rate-payers. Therefore, FMUS will not lose revenue IF
it raises local rates. However, these local rate payers here, and
anywhere else calls are made using the State Network rather than
the public switched network, are the same taxpayers that the
diviston of Telecommunications is trying to economize for.

INCREASE IN INTRASTATE TELEPHONE RATES

_ In addition, Alaecoa will be permitted by the APUC to recover
its entire cost of prowdlngt_ intrastate telecommunications
service. By the State constructing and wusing its own network
parallel to "public switched network ‘there will be very little, if
an¥, reduction in costs of Alascom operating the Ru lic switched
network. Therefore, if a significant customer such as the State
of Alaska leaves the publicnetwork then theremaining customers
making intrastate calls will have to bear this cost formerly paid
by the State in intrastate tolls.  Therefore, intrastate "rates
will have to be increased by the APUC. Here again the "savings"

‘the State in  toll charges will Dbe borne by business and
residential intrastate customers through highet instate telephone
rates.  These higherintra-state telephone rates in turn can

motivate other large wusers to also bypass (leave the public
network) leading to more pressure on intra-state and local rates,
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Here again, taxpayers who make instate telephone calls ace paying
foe thése uneconomic savings.

While we do not have the current data to determine exactly how

much local rates and instate toll rates will have to be raised
because of the State Network, it is beyond question that there
will be increases. The only thing we do not yet know is how

much. These increases may exceed the amount of "Saving" by State
agencies. Other factors will also affect these rates g(most likely
reductions in subsidies from lower 48), but these factors are not
within the control of the State of Alaska. FMUS did receive less
In intrastate toll settlements in 1987 as mentioned in the report
but this was NOT due to a reduction in the number of telephone
customers in Fairbanks.  FMUS increased the number of telephone
(t:,ustonﬁ,erﬁ and access in both 1987 and 1988 and is now at an all
ime high.

| disagree strongly with your conclusion that State network
will not have an adverSe affect on both local rates for FMUS and
local telephone companies in Anchorage and Juneau as well as on
intrastate telephone rates. Any time %ou have a duplication of
plant-two _systems in place paid_ for Dby the same loopulatlon of
users, this has to lead to additional cost for at least some of
the wusers. If the State 1is savm% money then the cost must be
borne by the remaining wusers. The remaining users are State
taxpayers who have financed the State network t rough public moner
and then_pay for it again through higher local and instate tol
rates. This cannot be wise public policy.

The report also infers that the LECs do_ not have the
technology ‘to handle the states requirements. ATU, FMUS, Juneau
and Ketchikan all have Northern Telecom DMS 100 switches that are
"State of the Art" and perhaps offer a greater technological
flexibility than tho state enjoys with its current system.

CQMPAEISONS WITH OTHER STATES

| question the validity of comparisons to what is done in
other states. COMPARISONS to other states where the state's
intrastate usage may be less than one percent of intrastate long
distance telephone usaﬁe Is not really comparable to Alaska where
the State has a much [larger percentage of ‘intrastate calling. |
do not know the exact percentage of intrastate long distance
telephone usage made by the State of Alaska, but | have heard that
it may be as high as 15\ or more. While bypass by a single
customer with 1\ of intrastate toll volume will have fhe adverse
consequences mentioned above, that (relatively) small customer
will not have the effect of a customer who has ten or fifteen

percentage of the intrastate toll volume.
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CONCLUSION

.Tho Preliminary Report mentions that there is a legislative
audit ~ being concluded. We ask that the Department  of
Administration request that the auditor testate their findings in
a_ format consistent with FCC Pact 36 rules with recognition of all
direct, indirect and allocated costs including depreciation and
amortization. If all these costaare included I am sure that there
s not an actual "savings".  Also, | hope these comments will
induce the Department of Administration and the Telecommunications
Information Council to reconsider its conclusion that the State
Network is wise public policy.

yisl
WtY Rdnald Smith
Deputy City Attorney

tib

XC: B. Phillips, City Manager o
V. Gillespie, Deputy City Manager - Utilities
Alaska Telephone Association

Lorraine Plaga, APUC
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Senator Johne Binkley

Senate Finance Committee
P.O. Box V < Juneau, Alaska 99811 (907) 465-4985
Finance Committee

Co-Chairman
MEMORANDUM April 25, 1989
TO: Senator Dick Eliason, Chairman
Senate Labor & Commerce
FROM: Senator Johne BinklerrAryjQr-*n"
RE: SB 297, relating to licensing, sale, transportation, importation, and

possession of alcoholic beverages; relating to local option election
ballots; and providing for an effective date.

lintroduced the following bill in order to take care of some problems with the
local option statutes. I've attached a sectional analysis for your review. As you will
see, most of these amendments are technical.

The only change that might be considered substantive at all is in Section 8
which will allow an established village to have the local option ballots printed in both
English and a second language of its choice.

In many villages around the State, the elders do not speak English but instead
speak their traditional language. A question on a local option is very important. |feel it
is critical that people understand what they're voting on. That is the purpose behind

Section 8.

We've been working on this bill foi quite some time in an effort to make sure it
covers all the problems identified to date. Ifeel confident that is the case and, even
though itis late in the session, Iwould greatly appreciate your scheduling it for a
hearing priorto adjournment. Please contact Janice Adair in my office (4985) if you
have any questions.

Thank you for your favorahle consideration of this request.



MEMQMMD . UM April 24, 1989

TO: Senate Labor & Commerce Committee
FROM: Senator Johne Binkley
RE: Sectional Analysis of SB 297, amendments to Title 04

Section One. This section ties into the new notice requirements for package
store licensees in Section Nine. Itwould require the Board to give authorization to a
package store before they can sell in response to a written order and that authorization
isonly good for only year at a time. Currently, a package store licensee has to just
inform the Board of its intent to sell by mail.

Section Two. This would bring the amount of distilled spirits that can he mail
ordered in an area with restricted sales into compliance with the presumption
provision. As you'll recall, there was an amendment on the floor of the House at the
end of last session which increased the mail order amount to 18 liters. This would
drop ithack down to 12.

Section Three. This change will allow the ban on possession to take effect 60
days following certification of the election IF there are no licensed premises in the
established village. Ifthere is a licensed premises, then the effective date remains 90
days after certification of the election.

Section Four. Makes the same change as Section Two, above as it relates to
municipalities.

Section Five. This isone of the more confusing sections and requires some
background information.

Undercurrent law at AS 04..11.320, the ABC Board may not issue a license in
an established village where there is no licensed premises UNLESS there has first
been a local option election on either prohibiting sales and the vote was no OR on the
question of a selected licensee and the vote was YES.

Because the local option laws are complex, many villages which propose to
have a vote on a selected licensee have not realized that voting NO on the type of
licensee would not allow them to have another kind of licensee instead. A NO vote on
this question when there is no licensed premises does not allow the Board to issue
another kind of license.

This section would require the Board to make this known to the residents of a
village which is going to have an election on one of these questions. The Board would



have to post written notice of the requirements of AS 04.11.320 in two different public
locations within the village.

Section Six. Deletes the reference to a "combination of questions" on a local
option ballot for a municipality. This clarifies that only one question may be voted
during an election.

It also provides that the local governing body may prepare the election ballots in
English and a second language specified by the body. This does not give a
municipality any additional powers but simply spells out in statute that they have this
ability.

Section Seven. Makes the same deletion of "combination of questions" for
established villages.

Section Eight. This subsection would allow the governing body of an
established village to request that the local option ballot be written in both English and
another language. The request would have to be made to the Lt. Governor's office at
least 90 days before the election in orderto give his office time to prepare the ballots.

Section Nine. Requires that the ABO Board notify the Department of
Transportation of the adoption of a local option and requires that DOT post notice of
the ban of possession or sale and importation along the boundaries of the community
ifitis on a state highway that isconnected to the state highway system.

Ifa community people can drive through adopts such an option, the prohibition
should be disclosed to them.

This section also expand the notice requirements of a community that has
adopted a local option. Undercurrent law, ifa community bans the sale and
importation, itis required to post notice of the ban within the community. This section
extends that requirement to the ban on possession.

It also includes a change to the Notice requirements and ties into Section One,
above. Under current law, the Board must send notice every package store licensee
by registered mail of a new local option adoption. This amendment would require the
Board to notice only those who have been authorized to sell in response to a written
order and allow the notice to he sent by certified mail.

Section Ten. Last session in SB 371, itwas required that alcohol being
shipped into a community that had restricted the sale of alcohol be labeled and have
an itemized invoice on the outside of the box. However, air carriers were not given
any responsibility for checking to see if people were shipping alcohol.

While we do not want air carriers to suffer any liability for shipping alcohol that is
not properly labeled, we do want them to at least ask ifa box contains alcohol and



have a label available forthe travellers use ifitdoes. This section accomplishes that
by stating a carrier may not knowingly ship unlabeled alcohol.

Inorder to make that requirement workable, itwas necessary to revise the
itemized invoice requirement. The ABC Board had interpreted the language from last
year as allowing only the licensee to prepare the invoice. This section wilfallow the
purchaser to provide the invoice. This could be the sales receipt.

Section Eleven. This simply adds posting the signs required in Section Nine to
the duties of DOT.
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Original sponsor(s): Labor & Commerce Committee

IN THE SENATE BY THE LABOR & COMMERCE COKMITTE

CS FOR SENATE BILL NO. 298 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to waste collection.™

BE

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.35.050(b) 1is amended to read:

) The governing body of a municipality may not prohibit a
person holding a valid certificate from the Alaska Public Utilities
Commission from continuing to collect and dispose of garbage, refuse,
trash, waste material, or provide other related services in an area 1in
the municipality 1if the certificate authorizes the collection and
disposal of [GARBAGE, REFUSE, TRASH, OR OTHER] waste material and
providing of other services in the area, and the certificate was
originally 1issued before the municipality provided similar services.
Except as provided in (d) of this section, a [A] municipality may not
provide for a garbage, refuse, trash, or other waste material collec—
tion and disposal service in an area to the extent it lies in an area
granted to a garbage, refuse, trash, or other waste material carrier
by a certificate issued by the Alaska Public Utilities Commission to
the carrier until it has purchased the certificate, -equipment and
facilities of the carrier, or that portion of the certificate that
would be affected, at fair market value. A municipality may exercise
the right of eminent domain to acquire the certificate, equipment”® and
facilities of the carrier, or that portion of the certificate that

would be affected.

* Sec. 2. AS 29.35.050 is amended by adding a new subsection to read:

(d) A municipality may establish an intermediate transfer site



for the collection and disposal of waste material without purchasing
the certificate, equipment, or facilities of a waste material carrier
certificated by the Alaska Public Utilities Commission. The munici—
pality may, without compensating a certificated waste carrier operat—
ing in the area, provide for or contract with a certificated or non-—
certificated entity to provide for the <collection and disposal of
waste material

D left at the intermediate transfer site; or

(2) generated by the municipal government or by the munici- |
pai school district.

* Sec. 3. AS 42.05.711 1is amended by adding a new subsection to read:
(m) The collection and disposal, wunder AS 29.35.050(d), by a

municipality of waste material deposited at an intermediate transfer
site and of waste material generated by the munic.pality itself or by

the municipal school district is exempt from this chapter.

CSSB 298 (L&C) 2-
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Original sponsor(s): Labor & Commerce Committee
IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE
CS FOR SENATE BILL NO. 298 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to waste collection.”
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.35.050(b) 1is amended to read:
(b) The governing body of a municipalitymay not prohibit a

person holding a valid certificate from the Alaska Public Utilities
Commission from continuing to collect and dispose of [GARBAGE, REFUSE,
TRASH,] waste material [,] or provide other related services 1in an
area in the municipality if the certificate authorizes the collection
and disposal of [GARBAGE, REFUSE, TRASH, OR OTHER] waste material and
providing of other services 1in the area, and the certificate was
originally 1issued before the municipality provided similar services.
Except as provided in (d) of this section, a [A] municipality may not
provide for a [GARBAGE, REFUSE,TRASH, OR OTHER] waste material col—
lection and disposal service in an area to the extent it lies 1in an
area granted to a [GARBAGE, REFUSE, TRASH, OR OTHER] waste material
carrier by a certificate issued by the Alaska Public Utilities Commis—
sion to the carrier until it has purchased the certificate, equipment
and facilities of the carrier, or that portion of the certificate that
would be affected, at fai”™ market value. A municipality may exercise
the right of eminent domain to acquire the certificate, equipment” and

facilities of the carrier, or that portion of the certificate that

would be affected.

* Sec. 2.AS 29.35.050 1is amended by adding a new subsection to read:

(d) Amunicipality may establish an intermediate transfer site

-1- CSSB 298 (L&C)
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for the collection and disposal of waste material without purchasing
the certificate, equipment, or TfTacilities of a waste material carrier
certificated by the Alaska Public Utilities Commission. The munici—
pality may, without compensating a certificated waste carrier operat—
ing in the area, provide for or contract with a certificated or non-—
certificated entity to provide for the collection and disposal of
waste material

(€H) left at the intermediate transfer site; or

(2) generated by the municipal government.
Sec. 3. AS 42.05.711 1is amended by adding a new subsection to read:

(m) The <collection and disposal, wunder AS 29.35.050(d), by a

municipality of waste material deposited at an intermediate transfer
site and of waste material generated by the municipality 1itself s

exempt from this chapter.

CSSB 298(L&C)
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ALASKA REFUSE UTILITIES ASSOCIATION
Suggested amendments to H.B. 499:
1. Page 2, line 9- delete the following:
"(2) generated by the municipal governments [OR
BY THE MUNICIPAL SCHOOL DISTRICT. }»
2« Page 2, line 19- delete the following:
"site and of- waste material generated by the

[OR BY THE MUNICIPAL SCHOOL DISTRICT

municipality.>.
%

IS EXEMPT.FROM THIS CHAPTER.]"
3y Page 2, line 21- add the following:
"Sec. 5. AS 42.05.___ is amended by adding a new
section to read:
The legislature finds that authorizing competing public
utilities for the collection and disposal of garbage;
refuse; trash; and other waste materials may be
injurious to the progress of waste recovery and
recycling of materiaI% and is a policy matter reserved
for the legislature, The Alas.ka Public Utilities
Commission is instructed to not issue competing
certificates for the collection and disposal of
garbage, refuse, trash, or other waste materials

until the legislature finds that competition in this

service is in the public interest."

4. Page 2, line " , add the following:

"Sec. 6. -Sections 1, 2 and 4 of this act take effect

on January 1, 1994 Except that this act takes affect

immediately for all municipalities that have adopted
*

a cap on their property taxes.
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STEVE COWPER, GOVERNOR
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ALASKA PUBLIC UTILITIES COMMISSION -
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ALASKA PUBLIC UTILITIE3 COMMISSION

COMMENTS ON SB 298

April 26, 1989

The Commission supports SB 298. This legislation would
deregulate garbage utilities in conformance with the recommenda—
tions in the 1979, 1985, and 1989 performance reviews (Sunset
Audits) of the Commission by the Division of Legislative Audit.
The Commission has consistently endorsed this recommendation
bothin its formal responses to these Sunset Audits and in 1its

FY1988 Annual Report to the Legislature.

08.H81.H
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Analysis:

IT enacted, SB298 will completely remove the collection and dis—
posal of refuse (garbage) utility service from APUC jurisdiction.
This action will impact 43 of 311 certificated publio utilities
(13.8% of the total), of these, 9 of 96 fully economically regu—
lated refuse utilities (9.4% of the total) would be deregulated.

While this change in jurisdiction will provide some relief 1in
terms of agency workload, it cornea in the nature of a partial
realignment of resources to responsibilities. When consideration
is given to the faot that approximately 24% of the the APUCa
staff has been lost to budget cuts since FYB4, it would be impru—
dent from a management perspective to propose any additional re—
ductions as a result of the jurisdiotional change 1incorporated in
this bill. Therefore, the APUC submits a zero fiscal note in
response to this proposed legislation.
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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 1is 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 1if
there is a demonstrated public need for its continued
existence and 1if 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 1in the Report Objectives,
Scope, and Methodology section of this report. Audit

results may be found in the Report Conclusions, Findings and
Recommendations, and in the Analysis of Public Need sections
of this report.

Randy y. Welker, CPA
Legislative Auditor
Division of Legislative Audit
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REPORT OBJECTIVES, SCOPE, AND METHODOLOGY

In accordance with the intent of Titles "k and kk 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 1if there 1is 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 wutilized by the Division
of Legislative Audit for performance vreports can best be
described as "audit by exception.”™ This methodology focuses
audit effort on areas of an auditee®"s operations that have
been 1identified 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 vregulate public wutilities 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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ORGANIZATION AND FUNCTION

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 petrole*
products (except by pipeline), 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 Jlow 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 42.05.0400riginally required
one member to be a law school graduate, one to be a univer—
sity graduate with a major 1inengineering, and one to be a
university graduate with a major 1in 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
terms.

Under AS 42.05 and AS 42.06, APUC 1is <charged with the
responsibility to ensure the furnishing <f 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 1issue
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 Tfacilities of a public

utility, unless it is exempted or deregulated. The commis—
sion has the authority to adopt regulations and to hold
formal, guasi-judicial hearings to accomplish these
purposes.
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REPORT OBJECTIVES, SCOPE, AND METHODOLOGY

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 1if there s 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 1identified 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.

Obj ectives

APUC was created to vregulate public wutilities 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, 1investigations, and complaint follow-up for effec—
tiveness 1in 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 1in the appropriate
sections of this report.
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Scope and Methodology

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 bDbe
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 1items. These were selected
on a judgmental basis to allow us to focus on certain
activities and industries.
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ORGANIZATION AND FUNCTION

Public wutility 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 petroleunm
products (except by pipeline), 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 Jlow 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 1in engineering, and one to be a
university graduate with a major 1in finance, accounting,

or business administration. Two additional positions were
added to the commission 1in 1975 for which no special quali—
fications were established. All members are appointed by

the Governor and confirmed by the Legislature for six-year
terms.

Under AS 42.05 and AS 42.06, APUC 1is ~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 1is
fit, willing, and able to provide utility service, to issue
that applicant a Certificate of Public Convenience and

Necessity. After 1issuance of this certificate the commis—
sion then regulates the vrates, <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
purposes.
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The staff of APUC 1is divided 1into six major functions:
administration, engineering, communications carriers,
consumer protection, finance, and tariffs. In total, APUC
employs AO people with an operating budget for FY 89 of
$3,884,100. A brief description of the services provided
by those functions follows:

Administration. An executive director, hired by the com-

mission, Is responsible for directing all staff functions
and acts as a liaison between staff and commissioners and
between the commission and legislature. He 1is responsible

for records and document management, fiscal and personnel
administration, and budget preparation and 1is assisted 1in
these duties by an administrative assistant, document
processing personnel, and other clerical support staff.

Engineering. This section 1is 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 vregulation of
rates, services, accounting, and Tfacilities 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 include 1investigation and resolution of
consumer complaints, public relations, and information
dissemination.

Finance. 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.

Tariff. 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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REPORT CONCLUSIONS

Policy Issues

This review contains policy 1issues raised as a resuit 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 1into consideration the findings and
recommendations presented 1in this report to assist them 1in
evaluating the potential impact of any policy changes.

Report Conclusions

In our opinion, the Alaska Public Utilities Commission 1is
operating 1in an efficient and effective manner and should
continue to regulate public utilities and pipelines. We
believe that the public interest is being served by requir—
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 if scale to operate. Economic regulation by the

commission, in place of that competition, ensures that the
utilities provide adequate service at the lowest reasonable
rates.

Although this economic justification 1is 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 1increased demands being
placed on commission resources; and (A) the State"s ability
to provide those resources.

Our analyses revealed several 1industries where regulation
could be eliminated with minimum negative public 1iImpact.
Our 1initial criteria was whether the service was essential
for modern living to the average Alaskan and, if so, whether
the industry operated as a natural monopoly. Although it 1is
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 may be provided 1in areas not previously served as a
result of eliminating the barrier to entry into the market—
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 1is not a natural
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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. 1B). Cable television may be considered
essential by many and may also be a natural monopoly 1in the
small and medium size towns. However, the statutes have
created state sanctioned monopolies without the companion
public protection against unreasonable and discriminatory
rates and services. Further, federal law prohibits full
economic regulation. The State should cease cable certifi—
cation (See Recommendation No. 1C).

We are also convinced that small utilities should be exempt—
ed from economic regulation on the basis that the cost of
regulation likely exceeds 1its benefits to consumers. We
further recommend that the consumers of these exempted
utilities be allowed a vreasonable opportunity to elect
economic regulation (See Recommendation No. 1ID).

We recommend that the utilities owned by the Municipality of
Anchorage be exempted from economic vregulation. This
exemption and the companion opportunity to elect economic
regulation should be available to Anchorage as it is to all
other municipal governments in the State (See Recommendation
No. |1E).

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 when combined with
consumer regulatory elections (See Recommendation No. 2).

We recommend that APUC develop a topical reference systenm
for commission orders and court decisions (See Recommenda—
tion No. 3) .

A review of 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 be <changed to require the staggering of these
appointments (See Recommendation No. 4).

STATE OF ALASKA -6- OIVISION OF LEGISLATIVE AUDIT



FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

Alaska Statute 42.05 should be amended to eliminate certain
unnecessary regulatory functions of APUC.

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 competition; 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 1long run and would only result 1in 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 1long-run cost 1is lowest if only one
company is allowed to serve, a monopoly 1is 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 are 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 ‘0 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 may 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 may not be appropriate to economically regulate
all certificated utility companies. For example, the cost
of regulation may outweigh 1its potential benefits or the
consumer®s control over service and vrates that already
theoretically exits in that the company 1is a member-owned
cooperative or it 1is owned by a political subdivision.
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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 i1t to be fundamentally
sound. Utilizing these principles, we analyzed APUC"s
jurisdiction and determined that governmental control 1in 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 pri—
marily on where they reside 1in the State. However,

even essential services should generally not be regu—
lated unless they are natural monopolies. For example,

we do not Dbelieve that essentials such as food and
clothing should be regulated.

Refuse collection, as with most enterprises, has
certain economies of scale that affect 1ts operations.
However, these economies of scale are not such that one
company can obviously provide the area-wide services
for a significantly lower ;otal 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 1iIn
several locations defeats the natural monopoly premise
in the larger markets. We believe that a natural
monopoly could occur 1in this industry 1in 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 un”er 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 1in
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 1industry, APUC expressed
concern over the health and sanitation problems that
could occur if these companies were removed from their
jurisdiction. These health and sanitation 1issues are
presently under the jurisdiction of Ilocal 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 1is excessive relative to agency resources and
the resultant public benefit, and they recommend that
this industry be deregulated.

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

There are currently ten certificated vradio common
carriers in Alaska. Radio Common Carrier (RCC)
services 1include radio paging, mobile radiotelephone,
and improved mobile telephone public utility services.

The commission opened an 1investigative docket on the
subject of deregulation of RCCs in 1981 which resulted
Iin 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 1is 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 i1f 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) vreads 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 1082 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 cable television-

We do not consider <cable television an essential
service, particularly 1in 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™ 1is also defeated by a review
of the cable television service 1in 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 it

takes years for a new utility to cover a service area,
we submit that this standstill, even in consideration
of the economic decliite, indicates that this service
has ea higher elasticity of demand than would an
"essential" service.

As 1t 1is not an essential service, it should not be
regulated as a public utility. Although the statutes
do not allow economic vregulation, 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 1is essential to modern 1living or that it 1is
essential so that we may fully realize our First
Amendment right of freedom of speech. IT it is first
decided that cable television 1is essential, then the
natural monopoly 1issue must also be considered 1in the
regulatory determination.
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We believe that cable television may be a natur mono —
poly in the small and medium-sized towns. AJ 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 1iIs not a natural

monopoly present for cable television, thus certifi—
cation and economic regulation 1is 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 1is 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-or.ly companies should be
considered.

We also must point out a potential liability to the
State under the Cable Act 1if this recommendation is
implemented. The Cable Act outlines specific criteria
which must be shown to deny a franchise and the pro—
posed statute amendment would categorically retract the

certificates (franchise) without this showing. How —
ever, the Attorney General®s Office 1indicated to us
that the State would prevail 1n 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 regulation!

Electric, telephone, gas, water, and sewer utilities
have traditionally been considered essential services
and are often natural monopolies. Nevertheless, we
should refrain from economic regulation 1if 1its cost
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exceeds the benefits. However, this information 1is not
avaitlable nor can it be reasonably generated. "Cost"

would include 1incremental 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 con—
sistent service uniformly to customers who are assured

of equitable rates and services now and in the future;

this cannot be quantified.

Nevertheless, 1in 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 1its 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-based
exemption from economic vregulation 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- 1 343 2 863
Gas -0- -0- -0- -0- 1 908
Water 22 3,715 22 3,715 22 3,715
Sewer 2 15 3 382 3 382
Total 34 4.549 41 6.430 8.559
Percent 40.5% .8% 48.8% 1.1% 54.8% L a

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 commissionhas 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 ad-—
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 1s much too great an obstacle to overcome and
recommend that an election be called 1if APUC
receives a petition demonstrating significant
consumer interest. Forexample, 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 1interruption.

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

4. Tlie 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 manh—
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, 1t also provides

that 1f any of a subdivision®s utilities 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
dispiite. The only utilities falling under this pro—
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 1is 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 man—
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 boay should be allowed to withdraw a
previous election.

3. The consumers who, through their local government,
have Onosen 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. IfT they choose to "hire" APUC
to performthis regulatory function 1in their

ebehalf, 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 1is just under the
circumstances. The commission has traditionally not allo—
cated .costs to 1itself 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 tv 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 1s the "user fee"
concept of funding. A funding method should also be de—
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 i1ts 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 1in Anchorage. The utilities owned by
the Municipality of Anchorage have contributed greatly to
the commission s workload, yet a significant portion of the
total cost of the proceedings is paid out of General Funds.

General funding 1is also less responsive to appropriate
regulatory levels; 1in 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 ac 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 1is 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.

Tnis 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, 1if 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
utilities.

Full and direct allocation of the commission®s costs pro--
vides the most accurate and defensible matching among the
three alternatives. As such, 1t would not only be an
effective method in eliminating unwarranted government
regulation but i1t could also make the regulatory process
more efficient by -encouraging adequate and appropriate
filings.

To administer this full allocation program would require
time sheets for commission staff and attorney General
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services, and 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 progranm
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 programwould far outweigh a
slightly higher administrative cost.

Based upon the above, we vrecommend 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 commission 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 1interim
basis.

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 1is reasonable and just should be
retained, thus the commission may occasionally absorb
some costs indirectly and have a need forminimal
General Fund monies.

4. For economically regulated companies, on a case-by-case
basis, the commission should beallowed 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 findingof 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 commission®s orders are filed chronologically and also
within the docket (case) files. Decisions from the courts
on appeals of commission orders are fTiled with the related
docket. However, no topical cross-reference system 1is
maintained.

At present, the best catalog of prior actions 1is 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 1in accordance with relevant court deci—
sions. It would also aid utilities and their consultants
and attorneys to adeouately prepare for filings and
hearings.

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 1incorporated into the system as
possible.”™ However, tho* part-time position was not actually
authorized and the system has not yet been designed.

Recommendation No. 4

Alaska Statute 42.05.030 should be amended to stagger the
appointments of the two consumer members of the commission.

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

new 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 1initial
appointments. However, as this was not done for the con—
sumer members, we recommend the statute be amended to also
require the necessary staggering of subsequent appointments.
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ANALYSIS OF PUBLIC NEED

Limited Analysis

The Tfollowing 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 1intended 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 iInterest.

The commission has conscientiously attempted to allow
only qualified applicants to provide utility services
and to regulate them 1in such a manner as to ensure

adequate service at the Ilowest reasonable rates. In
finding that no public interest would 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-
iTon, or agency program has been impeded or enhanced by
existing statutes, procedurel, and practices which it
Has adopted, and any other matter, 1including budgetary,
resource, and personnel matters.

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 budgeting approach and the statutes should be modi—
fied to 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 vregulation 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
task.
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The extent to which the board, commission or agency has
recommended statutory changes which are genelrally of
benefit to the public interest.

In their FY 88 Annual Report, APUC highlighted certain
problems they perceive with the current statutes and
also outlined options and recommended solutions.

APUC broached thequestion of who should pay the cost
of regulation andalso presented several optionson 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 utili—

ties, similar tothat allowed for pipelines. We
concur, however, we believe that these billings should
be required, 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 1f 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 1is uncertain how the dispute resolution procedures
under subsection (b) could be wused to renegotiate
wholesale power contract rates if the commission finds
them to be unjust and unreasonable.

The commission suggested that, iIf the Legislature

intended for utilities who are not economically regu—
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 1t may provide a disincentive to
locate the true owners of these funds.
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The extent to which the board, commission, or agency
has encouraged interested persons to "report to it
concerning tne effect cl Its regulations and decisions”®
on the effectiveness ~of service, economy of service,
and availability of service which it has provided.

Formal proceedings are property 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.

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 1intervene 1in a formal
proceeding if that intervention will benefit, but not
unduly delay the proceeding. The commission has also
held 1informal workshops with attorneys and utility
representatives in an attempt to be more responsive to
the needs and concerns of those groups.

The efficiency with which public 1inquiries or corn-
plaints regarding the activities or 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 firtt with the
utility before being filed with the commission. If the
complaint cannot be resolved informally, formal proce—
dures, 1including an 1investigation, 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.

The extent to which a board or commission which regu-
lates entrv iInto an occupation or profession has pre-
sented qua]Lified applicants to serve the public.

The commission, prior to granting a Certificate of
Public Convenience and Necessity to a public utility,
IS required to determine that the applicant 1is fit,
willing, and able to provide the service. APUC employs
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