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O T H E R  E D U C A T I O N  I N F O R M A T I O N

J u r i s d i c t i o n

F u l l - T i m e  s t a f f  

E d u c a t i o n  D i r e c t o r

A c t i v e  B d u c . 

A d v .  o r  L i a i s .  

O a m .

R E  E d u c .
a n d / o r  

R e s e a r .  Fun d

c o l l . / U n i v .  R E  R e s e a r c h  C e n t e r

A c t i v e

R e c e i v e s  f u n d in g  

f r a n  R E  l i e .  f e e s

Alabama Yes Yes No No
Alaska Ho, Pub. Inf. Off. Yes Yes No
Alberta Yes Yes Yes No
Arizona Yea No No Yea No
Arkansas No Ye3 Yea No
British Columbia No No Yes Yea Yes
Californla Yea Yea Yes Yea Yes
Colorado Yes No No No
Connecticut Ho Ho No Yes Yes
Delaware No Yes Yes No
Dist. of Columbia Yes No Yes No
Clor ida Yes Yei. Yes Yes Yes
Georgia Ye3 Yes Yes Yea No
Guam No No No No
ilawa i i No, Inf. Off. No Yes Yes Yes
Idaho Yes Yes Yea No
111inois Yes No Yes Yes Yes
Indi ana Yes Yes Yes Yea No
1 owa No - will hire soon No No, but auth'd No
Kansas Yes No No Yes Occasionally

Kentucky Yes No Yes Yes Yes

I aju i a i ana Yos No Yes Yea Yea
M.i i n e Yes No Yes Unknown
Mat y 1 a nil Yes Yes No No
Massachusetts No Yes NO No
Michigan No Yes No No
Minnesota Yea Yes Yes No
Mississippi No No No No
Mi r, sour i Yes NO No No
Montana No NO Yes No
Mebf aska Yea No No No
Nevada Yes No Yes No
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O T H E R  E D U C A T I O N  I N F O R M A T I O N

A c t i v e  E d u c . R E  E d u c . O o l l . / U n i v .  R E  R e s e a r c h  C e n t e r

j u r i s d i c t i o n

F u l l - T i m e  S t a f f  

B d u c a t io n  D i r e c t o r

A d v .  o r  L i a i s .  

Ocrtm.

a n d / o r

R e s e a r .  F u n d A c t i v e

R e c e i v e s  f u n d in g  

fr o m  K E  l i e .  f e e s

New Brunswick No Yes Yes No
New Hampshire No No No No
New Jersey Yes No Yes No
New Mex i co 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 NR NR NR
Or eyon Yes Yes No No
I'ennsylvania Ho Yes No Unknown N o
Quebec Ho Ho No Yes N o
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 

consultant
No Yes Yes No

Texas Yes HO No Yes Yes
Utah Yes Mo Yes No
Vermont* No Yes No No
Vi rijini a Yos Yes Yes No

Virgin Islands* No Ho No No
Washington Yes YOS Yes No
Wi?t Virginia No No No No
Wiscons i n No Yes (ad hoc) No No
Wyoming 

* 19f)U survey

No Yes Yes No
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Finance Committee 
Alaska State Senate 
State Capital Building 
Juneau, Alaska 99811

Re: Senate Bill 28844

S e n a t o r s ,

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 it is done in 
other states so therefore we should do it in Alaska 1" or "We have 
to do something to cut down on the numerous compl?/ its 1", our 
careful analysis always ended in 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, in it'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 is through 
the courts for damages. The State can prevent further miscarriages

March 6, 1990



by revoking the license.

T h e  o n l y  s t r o n g  a r g u m e n t  a g a i n s t  t h i s  s y s t e m  w a s  t h a t  i n  m a n y  r e a l  

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

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

r e c o u r s e .  T o  c o r r e c t  t h i 3  f l a w  t h e  s u r e t y  f u n d  a n d  p r o c e d u r e  w a s  

e s t a b l i s h e d .

My point is this. The system outlined above works as well as any. 
Keep it simple and leave clear lines of accountability. It is the 
licensee's responsibility to educate himself. Since the Broker is 
responsible he'd better darn well be sure that both he and the 
licensee's working under him are educated. It is when you cloud 
this chain of responsibility and accountability that indifference 
begins. If the State is 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 is 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. If 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, I 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.



P,E.r 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. I have heard the argument 
that without the education requirement we will have no 
reciprocity with other Btates. I 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 
of license, but financial redress to the public through the 
Fund.

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 compentency 
and honesty upon the Broker, who is not only responsible for 
his actions, but also the actions of any salesman working 
under 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

Broker (first licnesed in ALaska as saleman 1554)
Chairman, ByLaws, Southeast Board of Realtors
Associate Professor of Real Estate, Univerty of Alaske, SE.

Current:



DO YOU WANT MORE UNNECESSARY STATE GOVERNMENT INTERFERENCE 
AND REGULATION IN YOUR BUSINESS?

DO YOU WANT THE STATE TO FORCE YOU TO PAY 
MONEY OUT OF YOUR POCKET FOR AN UNNECESSARY 

ILLOGICAL CENTRAL GOVERNMENT CONTROLLED 
CONTINUING EDUCATION PROGRAM FOR OUR REAL ESTATE INDUSTRY?

DO YOU WANT THE STATE TO CREATE MORE UNNECESSARY 
STATE JOBS/MORE STATE EMPLOYEES TO PAY FOR?

If you want to maintain responsibility for your own business then call your Senator
NOW-TODAY 
an tell them to 

VOTE NQ ON SENATE BILL 288 I!
Vote NO to forced state government controlled and planned continuing education

for the real estate industry!!
If you don’t spend the money to call your Senator now then you will literally pay for it 

many times over through forced government planned education programs
for our industry.

TO CONTACT YOOR LEGISLATOR

DURING SESSION
address all legislate* and committee mai

Name
Alaska State Legislature 
P.O. Box V (MS 3100)
Juneau, Alaska 99811

B. Craig

SENATORS
Juneau Office Locations, Phones

Room Phone .
465- A t

423-C V&W3707 Adams, Albert P. (D) Kotzebue
518-C "  4983 BhkJey,Johne(R)Bethd
30-C <" 4797 CoghlE, John B. “Jack" (R) Nenana

119-C 1 * 4766 Duncan, Jim (D) Juneau
417-C 4> 4916 EBason,Rkhard.L“Dick”(R)Sitka
125-C 3834 Fahrenkamp, Bettye M. (D) Fairbanks
101-C 4523 Falks, Jan (R) Anchorage
508-C 3791 Fischer, Paul A. (R) Soldotna
514-C 3709 Frank, Steve (R) Fairbanks
103-C 4958 Hatford, Rkk (R) Chuglak

9-C 3743 Jones, Uoyd (R) Ketchikan
111-C 3822 -Kcfiz, Tim (R) Anchorage

* 3771 Kerttxua, JaJmar M. (D) Palmer
510-C 4993 Pearce, Drue (R) Anchorage
504-C 3879 Pourchot, Pat (D) Anchorage ■
113-C 3793 Rodey, Patrick (D) Anchorage
427-C 3818 Sturgulewsid, Arflss (R) Anchorage
11-C 4978 Srymanskl, MDte (D) Anchorage

516-C 4821 Cehlng, Rick (R) Anchorage
121-C 3473 Zharoff, Fred F. (D) Kodiak

C-Capitol 
•431 N. Franklin



March 8, 1S90
Ref: Senate Sill 288-Real Estate 
Dear Senator:
! am opposed to Sec. 2 (d) of Senate Bill 288 which would require 20 hours of 
continuing education in order to have my real estate license renewed .
Forced education will not make a dishonest person more honest. People generally 
learn standards of honesty by age 10. I do not believe continuing education will 
change the basic moral fiber of people therefore the public will not be any more 
protected if the continuing education requirement is passed.
If the Real Estate Commission has a full time Education Coordinator who puts out a 
quarterly newsletter, then why isn’t that person including important information and 
case law data in the newsletter? Why isn’t the Education Coordinator sending out 
yearly updated sets of State Statutes, Ak. Administrative Code and Regulations 
pertaining to the real estate industry in order to keep the people in the industry 
informed yearly? I pay into the Surety Fund trust account which was created to pay for 
claims as well as provide education to those in the industry. I’m a consummer-where 
is my educational information I pay for when I make payment into the Surety Fund?
In 1989 I received for payment into the Surety Fund 4 6ach newsletters and I believe 
that is all I! I think the RE Commission should mail out each and every year:
1) the quarterly newsletter containing important case law information arid other 
changes and data the RE Commission thinks vital to the industry
2) updated set of Statutes, AK. Admin. Code and Regs, dealing with real estate which 
will assure agents and brokers having updated information
3) copy of the RE Commissions Trust Account Manual
4) copy of the Brokers Kit intended as a desk reference for brokers
I am not for the bill as it now stands because it I) unnecessarily regulates the industry 
2) will create an unnecessary state job if a new fiscal note is attached and 3) there 
has been NO DATA PRESENTED BY ANYONE showing that there are any more of 
less honest people working in the industry now as compared to the past.
It is my understanding that a number of Surety Fund payments being made now are 
from claims that are YEARS old and have not been responsibly handled until now 
which as resulted in heavy draws on the current fund. No one has presented any data 
to my knowledge to prove that current claims are any higher or lower or belter or worse 
then those from the past-only that current claims and complaints are being handled in a more timely fashion.
Prelicensing education requirements are something entirely different from the ongoing 
educational requirements for license renewal. Those two distinct matters should be 
separated when dealing with this bill. I am against the ongoing educational



requirements for rerewal of license. How can any state government controlled 
ongoing education program provide effective equal educational opportunities for 
people in Kodiak, Nomie, Bethel, Ketchikan, Juneau and Anchorage. Each community 
is very different and has different needs. The RE Commission anticipates they will 
spend approx. $25,000 more for education this year over last and those funds are paid 
directly by people working in the industry. I would be happy to receive the items listed 
previously as fair exchange 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 given to 25 other states--we are doing 
exactly what other states are doing, but it is claimed by some not to be adequate in 
some way in protecting the public. So should we also 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 and think about what is best 
for Alaska and work on what is best for us here and now and for our future. And if the 
licensing test is proven to be too easy then change the test. By statute that is one of 
the responsibilities of the Real Estate Commission alreadyl
This bill is ridiculous--it takes on the mentality of trying to fix something that isn't broken 
and tries to convict the real estate industry of something they COULD POSSIBLY do 
wrong in the future when there currently is no evidence of any incompetency in the 
industry now. If this bill were a case in court the judge would kick it out for lack of 
evidence.

Respectfully,
f o o u v l > < X A o ^

Barbara Anne Craig 0 
Owner/Broker 
Barbara Craig Realty 
Box 02-0422 
Juneau, Ak. 99802 
586-9091
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R e f e r r e d :  L u b o r  a n d  C o m m e rc e

BY SEN.  STURCUUWSKI

1 IN THE SENATE

2 SPONSOR SUBSTITUTE FOR SENATE BILL NO. 288

3 IK THE LEGISLATURE OP THE STATE OF ALASKA

A SIXTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

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

7 providing for an effective date."

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

9 *  Section 1. AS 08.88.081 is amended to read:

10 Sec. 08.88.081. COMMISSION REGULATIONS. The commisi. .on shall

11 adopt regulations necessary to carry out the purposes of this chapter

12 [PERTAINING TO THE RESPONSIBILITIES OF PERSONS LICENSED UNDER THIS

13 CHAPTER AND THE GROUNDS FOR REVOKING OR SUSPENDING A LICENSE].

14 * Sec. 2. AS 08.8Q.091 is amended by adding new subsections to read:

15 (b) An applicant for licensure under AS 08.88.171(c) must com-

16 plete 20 hours of education approved by the commission before the

17 person may be licensed under that subsection.

18 (c) An applicant for licensure under AS 08.88.171(a) or (b) mu3t

19 complete 15 hours of education approved by the commission before the

20 person may be licensed under either of those subsections.

21 (d) A person who is licensed under this chapter must complete 20

22 hours of continuing education approved by the commission before the

23 person'3 license may be renewed.

24 (e) The commission may not approve an education or continuing

25 education course required under this section unless the commission

26 certifies the course outline and approves the instructor of the course

27 before the course is conducted.

28 * Sec. 3. AS 08.88.171(a) is amended to read:

29 (a) A person is eligible for [ENTITLED TO] a real estate broker

SB 0 2 8 8 b  - 1 -  S S S B  288



S W W  f a t t y  IRietfty
(Formwly Bartwia J*y* fWtrty)

RO. Box 02-0422 
Juneau Alaska 99802 

(907) 586-9091

March 7,1990 
Real Estate Licenses:

B e t h e | r  2 ° ln t  4 A n c h o r a g e  a n d  s u r r o u n d i n g  a r e a :
C o p p e r  C a n t e r  I a p p r o x im a t e l y  1 ,850
Dillingham 1 
Slana 1 

Glrdwood 7 
Homer 33 
Kenai 38 
Kodiak 27 
Moose Pass 1 
Naknek 1 
Nikiski 7 
Nenllchik 3 
Ouzinkie 1 
Big Lake 13 
Seidovia 3 
Seward 12 
Soldotna 38 
Sterling 5 
Talksetna I 
Valdez 6 
Willow 6 
Dutch Harbor 1 
Fairbanks 165 
College 2 
North Poie 17 
Salcha 1 
Barrow 2 
Delta Junction 8 
Nome 2 
Tok 2 
Juneau 80 
Gustavus 1 
Sitka 9 
Ketchikan 18 
Craig 1 

Wrangell 1 
Haines 1



ID1 ftiiLffl&sM* /
DEPARTMENT OF COMMERCE Jk 

ECONOMIC DEVELOPMENT
DIVISION OP OCCUPATIONAL LICENSING

STEVE COWPER, OOVERNOR

m  FLOOR FRONTIER BLOB. 
3901C STREET, SUITE 722 
ANCHORAO E, ALASKA iSSU
p r o n e ; i m s m m

Tot Gordon Harrison
" L e g i s l a t i v e  s e s e a r c h  Agenoy j a /l ^  

Fran: Graycs  Oakley, E x e c u t i v e  S f i c r e ta ry^ r ' ti’̂
R a t i  E s t a t e  Commission 

Datttt March 5( 1990

Rei Reques t  f o r  S u r e t y  Fund in fo rma t i on

I  was a t t e n d i n g  a s u r e t y  fund h e a r i n g  when your faxed r e q u e s t  a r r i v e d  
Thursday, The h e a r in g  d i d  no t  r e c e s a  u n t i l  l a t e  Fr iday  a f t e r n o on ,  I 
unders tand from Terry M cG i l l i v a r y  t h a t  when she  t o l d  you th e  volume in vo lv ed
w i th  m inu te s  o f  commis s ion m ee t in g s ,  you 
remain ing  s t a t i s t i c s ;

d e l e t e d  t h a t  r e q u e s t . Here a r e

FY 86 Fy  87 FY 88 FY 89

Inocc* $266,960 $ 26.840 $205,342 $ 38,704
Expenses  f o r  C la im S e t t l em e n t s 52,357 88,619 90,860 118,031

Expenses  p a id  f o r  Educa t ion 136,703 126,239 89,182 76,882

Appropr ia ted  f o r  Educa t ion* 145,000 145,000 145,000 145,000

* A lthough th e  a p p r op r i a t i o n  remained c o n s t a n t ,  t h e  a c t u a l  e x p e n d i t u r e s  were, 
c u t  back b e c au s e  o f  the  a n t i c i p a t e d  h e a v i e r  payou t s  a s  a ba ck log  o f  c l a im s  
were r e s o l v e d  i n  FY S8 and FY 69.

Current  Ba lan c e  a s  o f  June 30,. 19B9:

P l u s  e s t im a t e d  renewa l  i n c a n e ~ p y  901

L e s s  c l a im s  p a id  i n  FY 90*
Leas  c l a im s  approved 2/22/90
Le s s  e s t im a t e d  e d u c a t i o n  e xp en s e s  FY 90;
Les s  c l a im s  c u r r e n t l y  on appea l

E s t ima ted  c u r r e n t  a v a i l a b l e  ba lan c er

$243,121.

302.000

28,000 
70,£42

100.000 
97,000

$249,000

Ct-HISLH
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& u U y .  “R&lttCf,
(Formerly Barbara Jayo Really)

P.O. Box 02-0422 

Juneau Alaska 99802 

(907) 586-9091

M a r c h  6 , 1990

F i n a n c e  C o m m i t t e e / S B 2 8 8 - R e a l  E s t a t e

T h e  p o r t i o n  o f  t h e  bill I a m  a g a i n s t  i s  S e c .  2 (d)--which w o u l d  r e q u i r e  20  h o u r s  o f  
c o n t i n u i n g  e d u c a t i o n  t o  g e t  m y  r e a l  e s t a t e  l i c e n s e  r e n e w e d .

E d u c a t i o n  will n o t  m a k e  a  d i s h o n e s t  p e r s o n  m o r e  h o n e s t .  P e o p l e  g e n e r a l l y  l e a r n  
s t a n d a r d s  o f  h o n e s t y  b y  a g e  10. I d o  n o t  b e l i e v e  c o n t i n u i n g  e d u c a t i o n  will c h a n g e  t h e  
b a s i s  m o r a l  f i b e r  o f  p e o p l e  t h e r e f o r e  t h e  p u b l i c  will n o t  b e  a n y  m o r e  p r o t e c t e d .

If t h e  R e a l  E s t a t e  C o m m i s s i o n  h a s  a  full t im e  E d u c a t i o n  C o o r d i n a t o r ,  T e r r y  M cG i l l iv a ry  
w h o  p u t s  o u t  a  q u a r t e r l y  n e w s l e t t e r ,  t h e n  w h y  i s n ’t  t h a t  E d u c a t i o n  C o o r d i n a t o r  
i n c l u d i n g  im p o r t a n t  I n f o rm a t i o n  o r  c a s e  l a w  d a t a  in t h e  n e w s l e t t e r ?  W h y  i s n ' t  t h e  
E d u c a t i o n  C o o r d i n a t o r  s e n d i n g  o u t  y e a r l y  u p d a t e d  S t a t e  S t a t u t e s ,  A k . A d m in i s t r a t i v e  
C o d e  a n d  R e g s  in o r d e r  t o  k e e p  t h e  p e o p l e  in t h e  i n d u s t r y  i n f o rm e d ?  I p a y  in to  t h e  
S u r e t y  F u n d  f o r  im p o r t a n t  d a t a  o r  e d u c a t i o n a l  i n f o r m a t i o n - l ’m  a  c o n s u m m e r - w h e r e  is  
m y  im p o r t a n t  u p d a t e d  i n f o rm a t i o n  l p a y  fo r?

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

In 1989 I r e c e i v e d  f o r  m y  p a y m e n t  in to  t h e  s u r e t y  f u n d  4  e a c h  n e w s l e t t e r s  a n d  I b e l i e v o  
t h a t  i s  all!! I t h i n k  t h e  R E  C o m m i s s i o n  E d u c a t i o n  C o o r d i n a t o r  s h o u l d  m a i l  o u t  e a c h  
y e a r :

a) t h e  q u a r t e r l y  n e w s l e t t e r  c o n t a i n i n g  im p o r t a n t  c a s e  l a w  in fo  a n d  o t h e r  
c h a n g e s  a n d  d a t a  t h e  R E  C o m m i s s i o n  t h i n k s  a r e  v i ta l

b) u p d a t e d  s e t  o f  S t a t u t e s  d e a l i n g  w i th  r e a l  e s t a t e ,  A A C  a n d  R e g s  b y  
r e g i s t e r e d  m a i l  w h i c h  will a s s u r e  a g e n t s  a n d  b r o k e r s  h a v e  t h e  
u p d a t e d  i n f o rm a t i o n

c) c o p y  o f  t h e  t r u s t  a c c o u n t  m a n u a l  t h e  R E  C o m m i s s i o n  d e v e l o p e d
d) B r o k e r s  k it w h i c h  is  i n t e n d e d  a s  a  d e s k  r e f e r e n c e  f o r  b r o k e r s  ( th e  R E  

C o m m i s s i o n  c l a im s  it i s  n e a r l y  c o m p l e t e  if n o t  a l r e a d y  f in i s h e d ) .

I a m  n o t  f o r  t h i s  bill a s  it n o w  s t a n d s  b e c a u s e  it 1) c r e a t e s  a n  u n n e c e s s a r y  s t a t e  j o b  
2) it u n n e c e s s a r i l y  r e g u l a t e s  t h e  i n d u s t r y  t h r o u g h  f o r c e d  c e n t r a l  g o v e r n m e n t  p l a n n e d  
e d u c a t i o n a l  r e q u i r e m e n t s  3) a n d  n o  s t a s t i c a l  d a t a  h a s  b e e n  p r e s e n t e d  b y  a n y o n e  
s h o w i n g  t h a t  t h e r e  a r e  a n y  m o r e  o r  l e s s  h o n e s t  p e o p l e  in t h e  i n d u s t r y  n o w  c o m p a r e d  
t o  t h e  p a s t .

It i s  m y  u n d e r s t a n d i n g  t h a t  a  n u m b e r  o f  t h e  s u r e t y  f u n d  p a y m e n t s  b e i n g  m a d e  n o w  a r e  
f r o m  c ' a im s  t h a t  a r e  Y E A R S  o ld  a n d  h a v e  n o t  b e e n  r e s p o n s i b l y  h a n d l e d  u n t i l  n o w



w h i c h  h a s  r e s u l t e d  in  h e a v y  d r a w s  o n  t h e  c u r r e n t  f u n d .  N o  o n e  h a s  p r e s e n t e d  d a t a  t o  
p r o v e  t h a t  c u r r e n t  c l a im s  a r e  a n y  h i g h e r  o r  l o w e r  o r  w o r s e  o r  b e t t e r  t h e n  t h o s e  in t h e  
p a s t - o n l y  t h a t  c u r r e n t  c l a im s  a n d  c o m p l a i n t s  a r e  b e i n g  h a n d l e d  in a  m o r e  t im e ly  
f a s h i o n  n o w .

P r e l i c e n s i n g  e d u c a t i o n a l  r e q u i r e m e n t s  a r e  s o m e t h i n g  e n t i r e l y  d i f f e r e n t  f r o m  t h e  
p n q o i n g  e d u c a t i o n a l  r e q u i r o m b n t s  f o r  l i c e n s i n g  r e n e w a l .  T h o s e  tw o  d i s t i n c t  m a t t e r s  
s h o u l d  b e  s e p a r a t e d  w h e n  d e a l i n g  w i t h  t h i s  bill. I a m  a g a i n s t  t h e  o n g o i n g  e d u c a t i o n a l  
r e q u i r e m e n t s  f o r  r e n e w a l  o f  l i c e n s e .  H o w  c a n  a ^ y  s t a t e  g o v e r n m e n t  c o n t r o l l e d  
o n g o i n g  e d u c a t i o n  p r o g r a m  p r o v i d e  e q u a l  e d u c a t i o n a l  o p p o r t u n i t e s  f o r  p e o p l e  in  
K o d i a k ,  N o m e ,  K e t c h i k a n ,  J u n e a u  a n d  A n c h o r a g e .  E a c h  c o m m u n i t y  i s  v e r y  d i f f e r e n t  
a n d  h a s  d i f f e r e n t  n e e d s .  If y o u  e l im i n a t e  t h e  o n g o i n g  e d u c a t i o n a l  r e q u i r e m e n t s  f o r  
l i c e n s e  r e n e w a l  ( S e c .  1 (d)) t h e n  t h e  f i s c a l  n o t e  s h o u l d  r e f l e c t  z e r o  c o s t  f o r  t h e  
r e m a i n d e r  o f  t h e  b i l l-  it s h o u l d  n o t  b e  n e c e s s a r y  t o  h i r e  a d d i t i o n a l  s t a f f  if n o  c e n t r a l  
g o v e r n m e n t  c o n t r o l l e d  e d u c a t i o n  p r o g r a m s  f o r  r e n e w a l  o f  l i c e n s e  a r e  a p p r o v e d .  In 
a d d i t i o n  t h e  R E  C o m m i s s i o n  a n t i c i p a t e s  t h e y  will s p e n d  a p p r o x  $25 ,000  m o r e  f o r  
e d u c a t i o n  t h i s  y e a r  o v e r  l a s t  a n d  t h o s e  f u n d  a r e  p a i d  d i r e c t l y  b y  p e o p l e  w o r k i n g  in t h e  
i n d u s t r y .  I w o u l d  b e  h a p p y  t o  r e c e i v e  t h e  i t e m s  l i s t e d  a b o v e  a s  f a i r  e x c h a n g e  f o r  m y  
p a y m e n t  in to  t h e  S u r e t y  F u n d .  B u t  l e a v e  t h e  s u b j e c t  m a t t e r  a n d  m e t h o d s  o f  o n g o i n g  
e d u c a t i o n  n e e d e d  in m y  b u s i n e s s  u p  t o  m e .

O u r  l i c e n s i n g  t e s t  i s  r e p o r t e d l y  s im i l a r  t o  t h e  t e s t  o f  25  o t h e r  s t a t e s - w e  a r e  d o i n g  
e x a c t l y  w h a t  o t h e r  s t a t e s  a r e  d o i n g ,  b u t  it i s  c l a im e d  b y  s o m e  not. t o  b e  w o r k i n g .  S o  
s h o u l d  w e  b l in d ly  f o l lo w  w h a t  s o m e  s t a t e s  d o  r e g a r d i n g  c o n t i n u i n g  e d u c a t i o n ?
S h o u l d  w e  a l s o  b l in d ly  f o l low  w h a t  o t h e r  s t a t e s  t h i n k  a b o u t  lo c k in g  u p  A l a s k a  f o r  a  
w i l d e r n e s s  p a r k ?  S h o u l d  w e  a l s o  f o l lo w  t h e  s a m e  p a t h  in t h e i r  a p p r o a c h  t o  w e t l a n d s ?  
W e  s h o u l d  l e a r n  f r o m  o t h e r  S t a t e s  a n d  f in d  o u t  h o w  t h e y  d o  t h i n g s  b u t  n o t  n e c e s s a r i l y  
f o l l o w  t h e m .  J u s t  b e c a u s e  o t h e r  s t a t e s  h a v e  d i f f e r e n t  m e t h o d s  f o r  d e a l i n g  w i th  a n  
i n d u s t r y  d o e s  n o t  m e a n  w e  n e e d  t o  b l in d ly  f o l lo w  t h e i r  e x a m p l e .  L e t ’s  t h i n k  t h i n g s  o u t  
s l o w l y  a n d  c a r e f u l l y  f o r  o u r s e l v e s .  L e t ’s  t a k e  t h e  t im e  t o  t h i n k  a b o u t  w h a t  i s  b e s t  f o r  
A l a s k a  a n d  w o r k  o n  w h a t  i s  b e s t  f o r  u s  h e r e  a n d  n o w  a n d  f o r  o u r  f u tu r e .

R e s p e c t f u l l y .

B a r b a r a  A n n e  C r a i g  
O w n e r / B r o k e r



1 IN THE SENATE
2 SPONSOR SUBSTITUTE FOR SENATE B IL L  NO. 288
3 : IN THE LEGISLATURE OF THE STATE OF ALASKA
4 SIXTEENTH LEGISLATURE - SECOND SESSION
5 A BILL
6 For an Act entitled: "An Act re la ting to the Real Estate Commission; and
7 providing for an effective date."
8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 * Section 1. AS 08.88.081 is amended to read:

10 Sec. 08.38.081. COMMISSION REGULATIONS. The commission shall
11 adopt regulations necessary to carry out the purposes of th is chapter
12 [PERTAINING TO THE RESPONSIBILITIES OF PERSONS LICENSED UNDER THIS
13 CHAPTER AND THE GROUNDS FOR REVOKING OR SUSPENDING A LICENSE].
14 0®’®®*091 is amended by adding new subsections to read:
15 (b) An applicant for licensure under AS 08.88.171(c) must com-
16 plete 20 hours of education approved by the commission before the
17 person may be licensed under that subsection.
18 (c) An applicant for licensure under AS 08.88.171(a) or (b) must
19 complete 15 hours of education approved t the commission befoie the
20 person may be licensed under e ither of those subsections.
21 (d) A person who is licensed under th is chapter must complete 20
22 hours of continuing education approved by the commission before the■HflllilWl llim illlll W B— W M — — — —  1 «— 1 II — — ■ —— — —— 1
23 person15i license may be renewed.

is»
24 (e) The c o m m i s s i o n  may n o t  a p p r o v e  a n  e d u c a t i o n  o r  c o n t i n u i n g

l
25 e d u c a t i o n  c o u r s e  r e q u i r e d  u n d e r  t h i s  s e c t i o n  u n l e s s  t h e  c o m m i s s i o n

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

28 *  S e c .  3. AS 08.88 .171(a) i s  amend ed  t o  r e a d :

29 (a) A p e r s o n  i s  - e l i g i b l e  f o r  [ENTITLED TO] a  r e a l  e s t a t e  b r o k e r

S B 0 2 8 8 b  - 1 -  S S S B  238
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Pi & m
DEPAKTKENT OF COMMERCE Jk 

ECONOMIC DEVELOPMENT
DIVISION OF OCCUPA TIO.VAL LICENSING

STEVE CONFER, GOVERNOR

7TH FLOOR FRONTIER BLOQ. 
diOIC STREET, SUITE 721 
ANCHGnA$€, ALASKA W M  
PHONE: ISQ7) SSIJ978

Toi Gordon Harr i son
' L e g i s l a t i v e  Research  Agency  

Fran: Grayce Oakley,  E x e c u t i v e  S e c r e t a r y
Rea l  E s t a t e  Coam is s ion  

Date:  March 5, 1990

Re: Reque s t  f o r  S u r e t y  Fund in f o rm a t i o n

I  was a t t e n d i n g  a s u r e t y  fund h e a r i n g  when your fax ed  r e q u e s t  a r r i v ed  
Thursday, The h e a r in g  d i d  no t  r e c e s s  u n t i l  l a t e  F r iday  a f t e r n o on ,  I 
unders tand from Terry  M cG i l l i v a r y  t h a t  when she  t o l d  you th e  volume in vo lv ed  
w i th  m inu te s  o f  commiss ion  m e e t in g s ,  you d e l e t e d  t h a t  r e q u e s t .  Hare are  the  
rema in ing  s t a t i s t i c * :

FY 86 Fy 87 FY 88 FY 89

Incane $266,960 $ 26.840 $205,342 $ 38,704

Expense s  f o r  Cla im S e t t l e m e n t s  52,357 38,619 90,860 118,031

Expense s  pa id  f o r  Educa t ion  136,703 126,239 89,182 76,882

Appropr ia ted  f o r  Educa t i on*  145,000 145,000 145,000 145,000

* Although th e  a p p r o p r i a t i o n  remained c o n s t a n t ,  t h e  a c t u a l  expend i t u r e s  were 
c u t  back b e c au s e  o f  t h e  a n t i c i p a t e d  h e a v i e r  navou t s  a s  aC^ack log) o f  c l a im s  
were r e c a l v e d  i n  FY 88 and FY 89. r " -----------

Curren t  B a lan c e  a s  o f  June 30,. 1989: $243,121.

P l u s  e s t im a t e d  renewa l  income— FY 90: 302,000

Le s s  c l a im s  p a i d  i n  FY 90: 28,000
Leas c l a im s  approved 2/22/90 70,542
Le s s  e s t im a t e d  e d u c a t i o n  e xp en s e s  FY 90: 100,000
Less  c l a im s  c u r r e n t l y  on appaa l  97,000

Es t ima ted  c u r r e n t  a v a i l a b l e  b a lan c er  $249,000
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s u p p o s e d l y  • s u r p l i c e
MKVrn; also : mistakenly believed 
sup.poi.ccMy Vpu-zsd-le, 
il|J\ ad*
tup-potdng \in.'pn.7l(i\ con) : If 
way of hypothesis : on the nssumpll 
IttMt
sup-po-sl-tlon \,s3p-3-'zlsh-3n\ tt 
: something (hot Is supposed : HYTOTH- 
ims 2 : (he net of supposing 
sup-pos-l-to-ry \s3- plizo-.tflr-Ck n, 
l>l -rlos ; n small easily tnellcd mnss of 
uni. medicated material for Insertion 
(si Into tho rectum) 
sup.press \s3-'prcs\ vb 1 : to put 
down by authority or force : suiiduc 
<~ n revolt) 2 : to keep from being 
known; also: to slop (he publication or 
circulation of 3 t to exclude from con­
sciousness : repress — sup-pross- 
Ible Vnres-o-bslX ad) — sup-pros- 
slon Vpresh-on\ n 
sup-pres-sant \s3-'pres-'nt\ n : an 
agent (as n drug) that tends to suppress 
rather than eliminate something unde­
sirable
sup-pu-rato Vs3p-y3-,rat\ vb -rat-od; 
-rat-lng ; to form or give, off pus — 
sup-pu.rn-tlon S.ssp-ys-'rQ-shsnS n 
su-pra YsU-pra, -,prU\ ad* : earlier In 
this writing : above
su-pra-na-tlon.nl X.sU-pra-'nnsh- 
(3-)n3l, -,prii\ ad) : transcending na­
tional boundaries, authority, or In­
terests <~ organizations) 
su-prem-a-clst \s(i-'prem-3-s35t\ n 
; an advocate of group supremacy 
su-prom-a-cy \su-’prcm-3-se\ n, pi 
-cfos : supreme rank, power, or 
authority
su-prema \sd-‘prem\ ad) [L suprtmus, 
supcrl. of superus upper, fr, super 
over, above] X : highest In rank or 
authority 2 : unuosr 3 : most excel­
lent <he Is ~  among poets) 4 : ul­
timate <the ~  sacrifice) syn superla­
tive, surpassing, peerless, incomparable 
— su-promo-Iy ad* —  su-preme- 
ness n
Supreme Being n : ood 1
supt abbr superintendent
supvr abbr supervisor
sur-ceaso \'s3r-,ses\ . • j cessation,
RESPITE

'sur-charga Vssr-.chiirJV vb 1 : to fill 
to excess : overload 2 : to print or 
write u surcharge on (postage stamps) 

’surcharge n X : an excessive load or 
burden 2 : an extra fee or cost 3 
: sooi cthing officially printed on a post­
age stamp to give It a new value or use 
sur-cln-gle Vssr-.slo-galV n : a band 
passing around a horse’s body to make 
something (as a saddle or pack) fast 

'sure \*shur\ adjsur-er; sur.est [ME, 
fr, MF sur, fr. L securut secure] X 
; firmly established 2 : confident, 
CERTAIN 3 : TRUSTWORTHY, REUADLB
4 : not to be disputed: undoubted 5 
* bound to happen syn assured, posi­
tive - sure*!y«ft — sure«ness/» 

'sure ad*: surely
sure-fire \,sh(ir-,fl(3)r\ ad): certain to 
get results: defendadll 
sure-ty \'uh£ir-at-c\ n, pi -ties X

m
: sttttrNw, certainty 2 : lomethbt 
tlinl makes sure : ouahanteii 3 : on 
who becomes a guarantor for nnoiNr 
person syn security, bond, bU
sno r t _______________

ml
breaks on Ihc shore; also : (he souoiln 
foam caused by breaking waves 

’surf ib : to ride the surf (as on a turf.
hoard) - surf-er n — surMnga 

'sur-faco \’».->r-f3s\/» X : theoutsldecf 
an object or body 2 ; outward tspa 
or appearance 

’surface vb sur-faced; sur-fac-ln| 
X j to give a surface to : make irooei 
2 ; to rise to the surface 
surf-boerd \’s3rf-,b8rd\/tinbuojru: 
hoard used In riding tho crests of wim 

'sur-feit \'*3r-f3t\ n X : excess, sum 
AttUNDANCE 2 j excessivo induljeta 
(os In food or drink) 3: dlsguit csuxi 
by excess (as In eating and drinking 

’surfeit vb : to feed, supply, or tndufz 
to the point of surfeit: cloy 
surg abbr X surgeon 2 surgery; surgSaf 
'surge \'s3rj\ vb surged; surging I 
: to rise and fall actively i toss 2 :e 
move In waves 3 : to rlseiuddenlyloi 
high value syn arise, mount, soar 

’surge a X : a large billow 2: awe? 
ing onward like n wove of the sea (i- 
of emotion) 3 ; a translrnt sudden b 
crease of current In an electrical elms 
sur-geon \’ssr-j3n\ n: a physicians): 
specializes in surgety 
sur-gery Vs3rl-(3-)rc\ n, pi ger-fti 
IME surgerle. tc. OF eirurgle, suntt*. 
fr. L chlrurgla, fr. Gk cbctrourgla, t 
chelrourgos surgeon, fr. chelrourfs 
working with (he hand, fr, chtlr hix 
+ ergon work] X ; a branch of n»S 
cine concerned with the correction i 
physical defects, the repair of Injuria 
and the treatment of disease esp. b 
operation 2 : a surgeon’s opemtlni 
room or laboratory 3 i work doneh 
a surgeon
sur-gl-cal \’ssr-JI-k3l\ ad): of,rditht 
to, or associated with surgeons or w 
gcry — sur-gl-caf-ly \-kf3-)Ii\ ob 
sur-ly \'s3r-l8\ ad) sur-ll-or; -is 
[alter, of M E  sirly lordly, Imperious t 
sir] : ill-natured, cradded sjt 
morose, glum, sullen, sulky, gloomy • 
sur-li-noss n
sur-mlso \s3r-'mlz\ vb sur-mlsrt 
Eur-miS-Ing : cess syn conjoint 
— surmise n 

sur-m&unt \S3r-'maunt\ vb X ; to far 
superior to : overcome 2 : to pic 
or lie at the top of syn overthw 
rout, vanquish, defeat, subdue 
sur-name \'s3r-,nam\ n X: utouui 
2 : the name borne In common by no 
bcrs of a family
sur-pass \sar- pas\ vb X : to be ju;* 
rlor to In quality, degree, or pcrfco 
ance : exl'L 2 ; to be beyond Or 
reach or pt wers of syn transco: 
outdo, outstrip, exceed — sur-pm 
Infl»Iy ad* 
sur-plice \ s3r-plss\ n : a loose six 
outer ecclesiastical vesln.eat usu. a 
knee length with large opca sleeves

i

4» — —  —

X : to yield to t 
: give up under c<

689
sur.plus \‘«ir.f,)pl3t\ n 1 
left over : excess 2 : the ev 
sets over Until lies syn sup. 

■sur-nrlso \s»(r)-’prlz\ n 1 : 
made without winning 2 ; 
unaware!/ 3 ; something ili.r 
* : AMAXEMINT, ASIOKIStlMr.*- 

’surprise alto sur-prlzs 
prfaod, suir.prls.fng 1 ; 
upon and ntmck unexpccledi 
lake unawares 3 : amaze 4 
or accompli ill by means of 
syn waylay,ii'mbush, ostonh!
- sut.prfi.lng ad) — sur­
ly mlv
sur-ro-aMsrr \s3-’rC-»-,lh 
: nrt, lilcroluie, or (heater i 
Ized by fam'astic or ira 
hnngt ry or ei''ectj produce, 
natural Juxtapositions and 
lions —  sur-re al-lst Vbsi
- sur-rs-al.lp.tlc \w-,ri 
adJ —  sur-ro al-ls-fl-cai 
k(a-)lc\ adv

'sur-run-dor \s;-*ren-d3r\ 
ron-derod; uur-ren- 
\-dt»rlD\ 
of onother:
2 : RELINQUISH 

’surrender n : the c.c: of gls 
yielding oneself or the po.v 
something to another vyn si 
capitulation
sur-rop-tl-tlous \,sav-8p-'tls 
: done, made, or ocqalmd I 
: clandestine syn unt'erlar 
furtlvp — sur-rop.tl-tluua- 
sur-roy \'s3r-c\ n, p! surra 
wheeled ̂ -seated horsc-drav'i 
sur-ro-gato Visr-o-.gfit, -p 
: deputy, substitute 2 ; a i 
in some states with author: 
probate of wills, the settl 
estates, and the appoint 
guardians
sur-round \s3-’raund\ vb I 
close on all sides: encircle 
close so as to cut off retrea1: 
sur-round-Ings \s3.’ra(in.b, 
: conditions by which one In:,, 
sur.tax Vsar-.taksX n : zn ; 
vox over nnd above a normal 
sur-tout \r,)s3r-’tll\ n [F, Ir 
(fr. L super) + tout all, 'fr 
wholej : i> man’s long clow it 
coat
surv abbr survey; surveying;: 
sur-veil-lance Xsar-'vS-Jtr 
ysns, -’va-3ns\ n : clotc tv;
: SUPERVISION 

'sur-vey \s3r-'vu\ vb sui-vat 
vey-ing X : to look ovoran’ 
closely 2;r t;e a tiurve
tract of lane to view
something as .. .e tyn be
observe, remark — sur-vey-1 

’sur-voy \'s3r-(va\ n, pi r.ui 
: INSPECTION, EXA,UIHA110N a 
general view <a ~  of English; 
3 ; the process of f l'.idingar,il i 
Ing the contours, measurem 
position of a part o,r the wrth 
also • a measured plan and d 
uf a region
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REAL ESTATE STATUTES & ENFORCEMENT PROCEDURES 

T a b i c  o f  C o n t e n t s

I n t r o d u c t i o n

R e a l  E s t a t e  C om m i s s i o n

Q u a l i f y i n g  f o r  a  R e a l  E s t a t e  L i c e n s e
* ̂

M a i n t a i n i n g  a  R e a l  E s t a t e  L i c e n s e  

I n a c t i v a t i n g  a  R e a l  E s t a t e  L i c e n s e  

A d d i t i o n a l  B r o k e r  R e s p o n s i b i l i t i e s  

D i s c i p l i n a r y  A c t i o n  f o r  L i c e n s e  Law V i o l a t i o n s  

The R e a l  E s t a t e  S u r e t y  Fund

S U M M A R Y

AS 08.88  R e a l  E s t a t e  B r o k e r s  a n d  S a l e s m e n  
AS 08.01 C e n t r a l i z e d  L i c e n s i n g  S t a t u t e s  
12 AAC 02 O c c u p a t i o n a l  L i c e n s i n g  R e g u l a t i o n s  
12 AAC 6A R e a l  E s t a t e  C om m i s s i o n  R e g u l a t i o n s

R e a l  E s t a t e  C om m i s s i o n  Forms

I n d i v i d u a l  L i c e n s e  A p p l i c a t i o n  
O f f i c e  R e g i s t r a t i o n  
P a r t n e r s h i p / C o r p o r a t i o n  A f f i d a v i t  
L i c e n s e  So f f ip l .a in t  
S u r e t y  Fu;:e C l a im  f o r  P a ym en t



THE REAL ESTATE SURETY FUND

L e g i s l a t i o n  e n a c t e d  i n  1974 c r e a t e d  t h e  R e a l  E s t a t e  S u r e t y  Fund w i t h  a  twofold^ .  
p u r p o s e .  Fi r s t  i c  p r o v i d e d  i n d e m n i f i c i a t i o n  up  t o  $ 1 0 , 0 0 0  p e r  t r a n s a c t i o n  f o r  
j u d g m e n t F  a w a r d e d  by t h e c o u r t s  t o  p e r s o n s  who s u f f e r e d  a  f i n a n c i a l  l o s s  
b e c a u s e  o i  a l i c e n s e e ' s  a c t i o n s  t h a t  i n v o l v e d  £ r a u d ,  d e c e i t ,  m i s r e p r e s e n t a t i o n  
o r  c o n v e r s i o n o t j t r u s t  t u n a s .  bA&ond. l b  c o u l d  be a s o u r c e  o f  f u n d i n g  t o r  •■■real 
e s t a t e  e d u c a t i o n  o t  b o t h  t h e  p u b l i c  a nd  l i c e n s e e s  a f t e r  r e a c h i n g  t n e  s p e c i f i e d ? *  
minimum b a l a n c e  o f  $2i() .»IJ().  » -

J  The  C o m m i s s i o n - s p o n s o r e d  s e m i n a r s  h e l d  p e r i o d i c a l l y  i n  m a j o r  p o p u l a t i o n  a r e a s  
j o f  t h e  s t a t e  a nd  t h e  p u b l i c a t i o n  o f  t h e  L i s t i n g  a nd  E a r n e s t  Money M anua l  a r e  
( t h e  t a n g i b l e  r e s u l t s  o f  t h e  s e c o n d  s t a t e d  p u r p o s e .

The  f i r s t  a nd  p r i m a r y  p u r p o s e  o f  p r o v i d i n g  i n d e m n i t y  t o  s a t i s f y  u n c o l l e c t a b l e  
j u d g m e n t s  a g a i n s t  r e a l  e s t a t e  l i c e n s e e s  was  b e g u n  when t h e  f i r s t  s u r e t y  f u n d  
f e e s  w e r e  p a i d  i n t o  t h e  f u n d  c o n c u r r e n t  w i t h  t h e  1976 b i e n n i a l  l i c e n s e  r e n e w a l .

A 1980 l e g i s l a t i v e  amendment  r e m o v e d  t h e  p r e v i o u s  r e q u i r e m e n t  t h a t  t h e  c l a i m a n t  
f i r s t  o b t a i n  a  c i v i l  c o u r t  j u d g m e n t  a nd  g a v e  t h e  C o m m is s i on  t h e  q u a s i - j u d i c i a l  
r o l e  o f  a d j u d i c a t i n g  t h e  s u r e t y  f u n d  c l a i m s  v i a  a d m i n i s t r a t i v e  h e a r i n g s .  S i n c e  
1 9 8 0 ,  t h e  b a s i c  p r o c e d u r e s  o u t l i n e d  i n  AS 4 4 . 6 2 . 3 3 0 - 6 3 0  h a v e  b e e n  u s e d  i n  
c o n j u n c t i o n  w i t h  s p e c i f i c  s u r e t y  f u n d  c l a i m  p r o c e s s i n g  i n s t r u c t i o n s  s e t  f o r t h  
i n  t h e  r e g u l a t i o n s  (12  AAC 6 4 . 2 8 0 - 3 3 0 )  a d o p t e d  by  t h e  C o m m is s i o n  i n  D e ce m be r  
1 9 8 2 .

S u r e t y  Fund A u t h o r i z a t i o n

AS 0 8 . 8 8 . 4 5 0  The R e a l  E s t a t e  S u r e t y  Fund i s  a d m i n i s t e r e d  a s  a  s p e c i a l
a c c o u n t  o f  t h e  s t a t e ' s  g e n e r a l  f u n d .  The  p r i m a r y  s o u r c e  o f  
r e v e n u e  i s  t h e  f e e  p a i d  b y  e a c h  l i c e n s e e  i n  l i e u  o f  b o n d i n g . "  
F i l i n g  t e e s  p a i d  by" " c l a i m a n t s  t h a t  a r e  r e t a i n e d  by  t h e

\ C o m m is s ion  a r e  a l s o  d e p o s i t e d  i n t o  t h i s  a c c o u n t .  I t  may n o t
e x c e e d  $ 5 0 0 , 0 0 0  a n d  a n y  a m o u n t s  i n  e x c e s s  o f  $ 2 5 0 , 0 0 0  may b e  
d e s i g n a t e d  f o r  r e a l  e s t a t e  e d u c a t i o n a l  p u r p o s e s ,  s u c h  a s  
t h o s e  named i n  AS 0 8 . 8 8 . 0 9 1 .

AS 0 8 . 8 8 . 4 5 5  W i t h  e a c h  i n i t i a l  a p p l i c a t i o n  f o r  a  r e a l  e s t a t e  l i c e n s e  a n d
t h e  s u b s e q u e n t  r e n e w a l s ,  t h e  a p p l i c a n t  m u s t  p a y  a  s u r e t y
f u n d  f e e  o f  up  t o  $ 1 2 5 .  The* C o m m is s i o n  h a s  t h e  a u t h o r i t y  t o  
a d j u s t  t h e  a m o u n t  o f  t h e  f e e  b y  r e g u l a t i o n ,  b u t  may n o t  make 
i b  h i g h e r  t h a n  $125  p e r  l i c e n s i n g  p e r i o d .  When m a k i n g  a n  
a d j u s t m e n t ,  t h e  a n t i c i p a t e d  n e e d s  f o r  c l a i m s  a n ^ ~ g d m . a L i u u a l  
e x p e n s e s  must: be  . c o n s i d e r e d  s i m u l t a n e o u s l y  w i t h  t h e
sT a L u L u ry  d i r e c t i v e  t o  m a i n t a i n  a  minimum .fund b a l a n c e  o f
T^u.uuu.  ----------- " -------- -

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

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

l e g i s l a t u r e .



AS 0 ° . 8 8 . 0 7 1  ( c )  An i n d i v i d u a l  l i c e n s e e ' s  c o n d u c t  i s  n o t  b l a m e d  on t h e  b r o k e r
u n l e s s  h e / s h e  b u s  k n o w l e d g e  o l  a nd  a g r e e s  t o  i t  a h e a d  o f  
t i m e  o r  c o n d o n e s  Lt by r e m a i n i n g  s i l e n t .  H o w e v er ,  a b r o k e r  
i s  r e s p o n s i b l e  f o r  s u p e r v i s i n g  t h e  a c t i v i t i e s  o f  t h e  
l i c e n s e e s  i n  t h e  o t l i c e  a n d ~ l u r  r e v i e w i n g  a l l  ag regrngmfg
r c l e v u TTC t o  t h e  t r a n s a c t i o n s  t h e y  p r o d u c e ,  ' f i l l s  e n c o m p a s s e s

' ‘l i s t i n g s ,  p u r c h a s e  a g r e e m e n t s T  a dd en t i um s ,  O c c u p a nc y
a g r e e m e n t s ,  e t c .  The  b r o k e r  i s  r e s p o n s i b l e  f o r  t h e  c o n d u c t .  

j tc /Tshe  s h o u l d  know _ a b o u t _ _ i r i _ _ t h e  _ c o u r s e  o f  e x e r c i s i n g
a d e q u a t e  s u p e r v i s i o n ,  i n c l u d i n g  t r u s t  a c c o u n t  r e c o r d s  o f  
] T r o p e r t y  owned a nd  managed  by t h e  l i c e n s e e ^ .

S u p e r v i s i n g  L i c e n s e d  P e r s o n n e l

c

R e c o r d  K e e p i n g

AS 0 8 . 8 8 . 3 3 1  A l i c e n s e e  m u s t  p r o c e s s  a l l  t r a n s a c t i o n s  t h r o u g h  h i s / h e r
b r o k e r ,  a n d  a l l  money c o l l e c t e d  by t h e  l i c e n s e e s  m u s t  be  
t u r n e d  o v e r  t h e  b r o k e r .  I n  t u r n ,  t h e  b r o k e r  m u s t  a c c o u n t  
f o r  a l l  m o n i e s  h e / s h e  r e c e i v e s .  T r a n s a c t i o n s  w h e r e  t h e  
l i c e n s e e  i s  a  p r i n c i p a l  i n  t h e  t r a n s a c t i o n  m u s t  a l s o  be  
p r o c e s s e d  t h r o u g h  t h e  b r o k e r .

AS- 0 8 . 8 8 . 3 5 1  A m a j o r  r e p o n s i b i l i t y  o f  t h e  b r o k e r  i s  k e e p i n g  r e c o r d s .
T h i s  i n c l u d e s :

1) K e e p i n g  a  c o m p l e t e  r e c o r d  o f  a l l  t h e  r e a l  e s t a t e  
t r a n s a c t i o n s  o f  t h e  o f f i c e  f o r  a t  l e a s t  t h r e e  y e a r s .

2) P r e p a r i n g  a  c l o s i n g  s t a t e m e n t  a c c o u n t i n g  f o r  a l l  
money r e c e i p t s  a nd  d i s b u r s a l s  i n  e a c h  t r a n s a c t i o n .

3)  M a i n t a i n i n g  a  t r u s t  a c c o u n t  f o r  s e p a r a t e  h a n d l i n g  o f  
o t h e r  p e o p l e ' s  money t e m p o r a r i l y  e n t r u s t e d  t o  h i s / h e r  
k e e p i n g .  S p e c i f i c  r e q u i r e m e n t s  f o r  t r u s t  a c c o u n t

, r e c o r d s  a r e  d i s c u s s e d  l a t e r  i n  t h i s  s e c t i o n .
4 )  M ak in g  t r u s t  a c c o u n t  r e c o r d s  a v a i l a b l e  t o  t h e  

C o m m is s i o n  f o r  a u d i t .

12 AAC 6 4 . 1 3 5  ( a )  The  C o m m is s i on  m u s t  g i v e  a  b r o k e r  72 h o u r s  n o t i c e  t o  c o n d u c t
a n  i n s p e c t i o n  o r  t r a n s a c t i o n  r e c o r d s .  The i n s p e c t i o n  i s  t o  
b e  do n e  d u r i n g  n o r m a l  b u s i n e s s  h o u r s  ( b e t w e e n  8 a . m .  a n d  5 
p .m .  Monday t h r o u g h  F r i d a y ) .  The C o m m is s i on  i s  e n t i t l e d  t o  
s e e  l i s t i n g  a g r e e m e n t s ,  p u r c h a s e  a g r e e m e n t s ,  t r u s t  a c c o u n t  
d e p o s i t  a n d  d i s b u r s a l  r e c o r d s ,  c l o s i n g  s t a t e m e n t s ,  and  
b r o k e r / l i c e n s e e  c o m m u n i c a t i o n s  r e g a r d i n g  t r a n s a c t i o n s .

12 AAC 6 4 . 1 3 5  (b)  The  C o m m is s ion  may o r d e r  a  t r u s t  a c c o u n t  a u d i t  w i t h o u t  p r i o r
n o t i c e .  Th e  a u d i t o r  m u s t  p r e s e n t  t h e  n o t i c e  d u r i n g  n o r m a l  
b u s i n e s s  h o u r s .  I n  t h i s  c i r c u m s t a n c e ,  t h e  b r o k e r  c a n  
r e q u e s t  a  2 4 - h o u r  d e l a y ,  b u t  t h e  t r u s t  r e c o r d s  m u s t  be 
s e c u r e d  by  t h e  a u d i t o r  f o r  t h e  d u r a t i o n  o f  t h e  d e l a y .

1 8 %



An a c t i v e  l i c e n s e  i s  one  w h i c h  i s  i s s u e d  i n  c o n f o r m i t y  w i t h  
t h e  c r i t e r i a  d e s c r i b e d  i n  t h e  p r e c e d i n g  s e c t i o n  a n d  h a s  n o t  
b e e n  r e v o k e d , s u s p e n d e d , a l l o w e d  t o  l a p s e ,  o r  p l a c e d  on  
i n a c t i v e  s t a t u s .

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

AS 0 8 . 8 8 . 4 5 5  A l t h o u g h  A l a s k a  d o e s  n o t  h a v e  a c o n t i n u i ng  e d u c a t i o n
r e q u i r e m e n t  f o r  l i c e n s e ^  r e n e w a l . t h e  C o m m is s i o n  e n c o u r a g e s  

- l i c e n s e e s . - t o  f u r t h e r  their~'pr~oIFs~5T(mal--prowt 'h~~bv s p o n s o r i n g  
e d u c a t i o n a l  c o u r s e s  f u n d e d  bv S u r e t y  F u n d - - m o n i e j Z g . a l l lct_e_d.  
i n  e x c e s s  o f  t h e  minimum b a l a n c e  i n  t h e  f u n d .

A c t i v i t i e s  R e q u i r i n g  a  L i c e n s e

I n  g e n e r a l ,  p e o p l e  who p r o v i d e  r e a l  e s t a t e  s e r v i c e s  f o r  
o t h e r s  f o r  p a y  m u s t  b e  l i c e n s e d .  A p e r s o n  c a n  s e l l  h i s / h e r  
own p r o p e r t y  w i t h o u t  a  l i c e n s e ;  o r  a  p e r s o n  f i t t i n g  t h e  
e x c e p t i o n s  l i s t e d  i n  AS 0 8 . 8 8 . 4 2 1  n e e d  n o t  b e  l i c e n s e d ,  b u t  
u s u a l l y ,  o n l y  a  l i c e n s e d  p e r s o n  c a n  s e l l  p r o p e r t y  f o r  
o t h e r s .

AS 0 8 . 8 8 . 1 6 1  Th e  a c t i v i t i e s  t h a t  a r e  c o n s i d e r e d  " d e a l i n g  i n  r e a l  e s t a t e "
f o r  w h i c h  a  p e r s o n  m u s t  b e  l i c e n s e d  a r e :

1) S e l l i n g ,  e x c h a n g i n g ,  r e n t i n g ,  l e a s i n g ,  a u c t i o n i n g  o r  
b u y i n g  r e a l  e s t a t e .

2 )  L i j t i n g  r e a l  e s t a t e  f o r  s a l e ,  e x c h a n g e ,  r e n t ,  o r  
l e a s e .  L i s t i n g  m e a n s  c o n t r a c t i n g  w i t h  a  p r o p e r t y
o w ne r  t o  a c t  a s  h i s  a g e n t  i n  m a r k e t i n g  h i s  p r o p e r t y .
The  f e e  o r  c o m m i s s i o n  p a i d  f o r  t h i s  s e r v i c e  i s  
u s u a l l y  b a s e d  on  a  p e r c e n t a g e  o f  t h e  s a l e  p r i c e .

3)  C o l l e c t i n g  r e n t  f o r  t h e  u s e  o f  r e a l  e s t a t e .
4 )  D e a l i n g  i n  r e a l  e s t a t e  o p t i o n s  f o r  t h e  i m p r o v e m e n t ,

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

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

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

7)  T r y i n g  t o  o f f e r  t o  do  a n y  o f  t h e  a b o v e  l i s t e d  t h i n g s .

11



, m  l i c e n s e d  b r o K t r .  i t  « v « r  c o n v x c c « a  o x  a n y  o x  c n «  N p t t u x x x M u

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

Examination Content

AS 0 8 . 0 8 . 1 9 1  The C o m m is s i o n  i s  r e q u i r e d  t o  o f f e r  n r e a l  e s t a t e  exam a t
l e a s t  o n c e  a y e a r .  I n  A n c h o r a g e  I t  i s  g i v e n  t w e l v e  t i m e s  a 
y e a r ;  i n  F a i r b a n k s ,  J u n e a u  and  K e nu i  t h e  exam i s  u l l e r e d  
q u a r t e r l y .  O t h e r  l o c a t i o n s  a r e  by I n d i v i d u a l  a p p l i c a t i o n .

T h e r e  a r e  two v e r s i o n s : t h e  s a l e p e r s o n ' s  a n d  t h e  b r o k e r ' s
exam.  Al a s k a  i s  . one  o f  t h e  25 s t a t e s  w hose  C omm iss ion  
c o n t r a c t s  w i t h  E d u c a t i o n a l  T e s t i n g  S e r v i c e  (ETS) o f  New. 
J e r s e y  t o  p r e p a r e ,  a d m i n i s t e r  and g r a d e  b o t h  v e r s i o n s  o f  t h e  
exam.  rue  C o m m is s ion  i s  r e s p o n s lJ?lg___f o r  r e v i e w i n g  axam 

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

The b r o k e r ' s  exam i s  a  l i t t l e  l o n g e r  a nd  more  d i f f i c u l t  t h a n  
t h e  s a l e s p e r s o n ' s ,  b u t  b o t h  c o v e r  e s s e n t i a l l y  t h e  same 
m a t e r i a l .  F i v e  h o u r s  a r e  a l l o w e d  t o  c o m p l e t e  e i t h e r  exam.

V_

<r

V-

AS 0 8 . 0 1 . 0 5 0

AS 0 8 . 8 8 . 2 2 1  
12 AAC 6 4 . 9 1 0

A p p r o x i m a t e l y  t h r e e - f o u r t h s  o f  t h e  exam i s  u n i f o r m  f o r  a l l  
s t a t e s  on  g e n e r a l  r e a l  e s t a t e  p r i n c i p l e s  a n d  i n c l u d e s  s u c h  
t o p i c s  a s :  r e a l  e s t a t e  c o n t r a c t s ,  f i n a n c i n g ,  d e e d s ,
i n t e r e s t  i n  r e a l  p r o p e r t y ,  c o n d o m i n i u m s ,  f a i r  h o u s i n g ,  
a g e n c y ,  p r o p e r t y  m a n a g e m e n t ,  s e t t l e m e n t  p r o c e d u r e s ,  
a p p r a i s a l s ,  p l a n n i n g  a nd  z o n i n g ,  p r o p e r t y  d e s c r i p t i o n s ,  a n d  
t a x e s  a n d  a s s e s s m e n t .  The  r e m a i n d e r  i s  t a i l o r e d  t o  t h e  
s t a t u t e s  a n d  r e g u l a t i o n s  o f  e a c h  s t a t e .  I n  A l a s k a  i t  
e n c o m p a s s e s  ‘ '  "the following statutes and regulations with 
additional emphasis In the proxer '~5'"~5Xanl 6n trust account 

and supervisory responsibilities:

AS 0 8 . 8 8 . 0 1 1 - 5 0 0  
AS 3 4 . 0 3 . 0 1 0 - 3 8 0

AS 3 4 . 0 8 . 0 1 0 - 9 9 5  
AS 4 5 . 5 5 . 0 1 0 - 2 7 0

R e a l  E s t a t e  B r o k e r s  a n d  S a l e s m e n  
U n i f o r m  R e s i d e n t i a l  L a n d l o r d  a n d  
T e n a n t  A c t
U n i f o r m  Common I n t e r e s t  O w n e r s h i p  A c t  
A l a s k a  S e c u r i t i e s  A c t  o f  1959

12 AAC 6 4 .0 1 0 - -9 5 0  R e a l  E s t a t e  R e g u l a t i o n s

A c op y  o f  t h e s e  s t a t u t e s  c a n  b e  o b t a i n e d  f o r  $15 p l u s  $5 f o r  
m a i l i n g  f r o m  t h e  C o m m is s i o n  o f f i c e .  A l s o  a v a i l a b l e  i s  a n  
i n f o r m a t i o n  b u l l e t i n  p u b l i s h e d  b y  ETS t h a t  o u t l i n e s  t e s t i n g  
and s c o r i n g  p r o c e d u r e s  a n d  p r o v i d e s  s a m p l e  q u e s t i o n s  f o r  
b o t h  e x a m s .

A d m i n i s t r a t i o n  o f  t h e  Exam

Exams a r e  g i v e n  on  t h e  f o u r t h  S a t u r d a y  o f  t h e  m o n t h  u n l e s s  
t h a t  i s  a  h o l i d a y  w e e k e n d .  I n  t h o s e  m o n t h s ,  t h e  exam i s  o n  
t h e  t h i r d  S a t u r d a y .  N o t i c e s  a r e  p u b l i s h e d  i n  l o c a l  
n e w s p a p e r s  p r i o r  t o  t h e  exam i n  e a c h  c om m u n i ty  w h e r e  i t  i s  
o f f e r e d .  The  a p p l i c a t i o n  f o r m s  t o  p r e r e g i s t e r  f o r  t a k i n g  
t h e  exam a r e  a v a i l a b l e  a t  t h e  o f f i c e  o r  f r o m  m o s t  o f  t h e
p r e - l i c e n s i n g  s c h o o l s .  An a p p l i c a t i o n  f o r m  a nd  t h e  $65 exam
f e e  s h o u l d  b e  m a i l e d  t o  ETS b e f o r e  t h e  f i r s t  o f  t h e  m o n t h  i n
w h i c h  a n  i n d i v i d u a l  w i s h e s  t o  t a k e  t h e  exam .  H e / s h e  s h o u l d

l /n r. v r\ I c\



^T U t  i i u n ;  u u n a p i i . u . y  u; iimikiuu u reu i to rH , o r  ;tny o m o r  f o io n y  in v o lv in g  m o r a l  t u r p i t u d e ,  or, it c o n v i c t e d  
o l  s u c h  a n  o f l e n s e ,  t h e  p e r s o n  h a s  c o m p l e t e d  t h e  s e n t e n c e  i m p o s e d  u p o n  c o n v i c t i o n ,  a n d  if t h e  p e r ­
s o n  i s  e m p l o y e d  b y  a  r e a l  e s t a t e  b ro k e r .  U n l e s s  t h e  s a l e s m a n  t a i l s  lo  p ay  t h e  b i e n n i a l  r e n e w a l  l e e  o r  
u n l e s s  t h e  r e a l  e s t a t e  s a l e s m a n ' s  l i c e n s e  is  s u s p e n d e d  o r  r e v o k e d  u n d e r  AS OB BB.071(a)(3), a  r e a l  e s t a t e  
s a l e s m a n ' s  l i c e n s e  c o n t i n u e s  in e f f e c t  s o  l o n g  a s  t h e  s a l e s m a n  is  e m p lo y e d  a s  a  s a l e s m a n  by a  l i c e n s e d  
r e a l  e s t a t e  b ro k e r .  If t h e  s a l e s m a n  s t o p s  b e i n g  e m p l o y e d  a s  a  re a l e s t a t e  s a l e s m a n ,  t h e  r e a l  e s t a t e  
s a l e s m a n ' s  l i c e n s e  is  s u s p e n d e d  f rom  t h e  t im e  th o  s a l e s m a n  s t o p s  un t i l  t h e  s a l e s m a n  a g a i n  is  e m p l o y e d  
a s  a  s a l e s m a n  b y  a  l i c e n s e d  r e a l  e s t a t e  b ro k e r .

(d) A  l i c e n s e e  s h a l l  p r o m p t l y  I n f o rm  t h e  c o m m i s s i o n  o f  a  c h a n g e  In b u s i n e s s  a s s o c i a t i o n  t h a t  a f f e c t s  
t h e  s t a t u s  o f  t h e  l i c e n s e e ' s  l i c e n s e  u n d e r  t h i s  s e c t i o n ,  ( sec . 1 c h  95 SLA  1964; a m  s e c .  3 c h  130 SLA  
1966; a m  s e c .  1 c h  55 SLA  969; a m  s e c s .  5-7 c h  28 S L a  1974; a m  s e c s .  12-15 c h  167 SL A  1980)

N O T E S  T O  DECISIONS. Relationship between brokers a n d  salespersons. —  The Alaska statutory 
system governing real estate brokers a n d  salespersons Implies that the relationship is one of employer 

a n d  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 R 2 d  876 (1981).
Collateral references. — Real estate broker. 39 A L R 2 d  606.
Attorney's right to act as real estate broker without having been licensed as such. 99 A L R 2 d  1151.
Licensed real estate broker’s right to compensation as affected by lack of license on the part of 

partners, coadventurers, employees, or other associates. 8 A L R 3 d  523.

Procurement of real estate broker's license subsequent to execution of contract for services as e n­
titling broker to compensation for service. 80 A L R 3 d  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 A L R 3 d  1139.

— »  Sec.08.88.181. C o n t e n t  o f  e x a m in a t i o n ,  (a) T h e  re a l e s t a t e  e x a m i n a t i o n  m a y  in c lu d e ,  b u t  is  n o t  n e c e s s a r i ­
ly l i m l t e 3 t o ” q u ^ f i c ) r ^ ^  a r i t h m e t i c ;  e l e m e n t a r y  p r i n c i p l e s  o f  l a n d  e c o n o m i c s  a n d
a p p r a i s a l ;  t h e  g e n e r a l  p r i n c i p l e s  in s t a t e  s t a t u t e s  r e l a t i n g  to  d e e d s ,  m o r t g a g e s ,  r e a l  e s t a t e  c o n t r a c t s ,  
s u b d i v i s i o n s ,  l e g a l  d e s c r i p t i o n s ,  b u i l d i n g  r e s t r i c t i o n s ,  a g e n c y  a n d  b r o k e r a g e ;  a n d  t h e  g e n e r a l  p r o v i ­
s i o n s  o f  t h i s  c h a p t e r  a n d  o f  t h e  r e g u l a t i o n s  o f  t h e  c o m m i s s i o n .

(b) T h e  r e a l  e s t a t e  s a l e s m a n  e x a m i n a t i o n  c o v e r s  t h e  s a m e  s u b j e c t s  a s  t h e  r e a l  e s t a t e  b r o k e r  e x a m i n a ­
t io n ,  b u t  i s  l e s s  d i f f i c u l t .

(7)

■g — ^  (c) T h e  o n l y  p u r p l e  o f  a n  e x a m i n a t i o n  u n d e r  t h i s  c h a p t e r  i s  t o  d i s q u a l i f y  t h o s e  w h o s e  l a c k  o f  a b i l i t y  
t o  p a r t i c i p a t e  in r e a l  e s t a t e  t r a n s a c t i o n s  w b u lH  cV ea te  a  s e r i o u s  r isk  o f s e r i o u s  f i n a n c i a l  l o s s  to  m e m b e rs  
o f  t h e  p u b l i c , ( sec . 1 c h  95 SLA  1964; a m  s e c .  2 c h  55 SLA  1969; a m  sec.16 c h  167 S L A  1980)

S e c .  08.88.191. A d m in i s t r a t i o n  o f  e x a m i n a t i o n ,  (a) T h e  c o m m i s s i o n  s h a l l  o f f e r  w r i t t e n  e x a m i n a t i o n s  
a t  p e r i o d i c  i n t e r v a l s  b u t  a t  l e a s t  o n c e  a  y e a r .

(b) If t h e  c o m m i s s i o n  c o n t r a c t s  w i t h  a  n a t i o n a l  t e s t i n g  s e r v i c e  t o  p r e p a r e ,  a d m i n i s t e r  a n d  g r a d e  
e x a m i n a t i o n s ,

1— ^ (1) t h e  c o m m i s s i o n  s h a l l  r e v i ew  t h e  e x a m i n a t i o n  a n d  a p p ro v e  i t s  c o n t e n t s ;

(2) a p p l i c a t i o n  f o r  t h e  e x a m i n a t i o n ,  a c c o m p a n i e d  by  t h e  p r o p e r  f i l in g  fe e ,  m a y  b e  t r a n s m i t t e d  by  
t h e  a p p l i c a n t  d i r e c t l y  to  t h e  n a t i o n a l  t e s t i n g  s e r v i c e .

(c) A n  a p p l i c a n t  w h o  f a i l s  t h e  w r i t t e n  e x a m i n a t i o n  m a y  r e q u e s t  t h a t  t h e  e x a m i n a t i o n  b e  r e e v a l u a t e d .  
T h e  c o m m i s s i o n  s h a l l  p r o v id e  b y  r e g u l a t i o n  f o r  a  s y s t e m  o f  r e e v a l u a t i n g  e x a m i n a t i o n s  o n  r e q u e s t  o f  
a n  a p p l i c a n t  w h o  f a i l s  t h e  e x a m in a t i o n .  T h e  s y s t e m  p ro v id e d  by  t h e  c o m m i s s i o n  m a y  p ro v id e  fo r  r e e v a l u a ­
t i o n  b y  t h e  t e s t i n g  s e r v i c e  o r  by  a n y  o t h e r  p e r s o n ,  ( sec .  1 c h  95 S L A  1964; a m  s e c .  2 c h  108 SLA  1970; 
a m  s e c s .  1, 2 c h  24 SLA  1972; a m  s e c  8 c h  28 S L A  1974; a m  s e c .  17 c h  167 S L A  1980)

S e c .  08.88.201. R e e x a m in a t i o n .  A p e r s o n  w h o  f a i l s  a n  e x a m i n a t i o n  m a y  a p p l y  f o r  a  s u b s e q u e n t  e x a m i n a ­
t io n ,  b u t  s h a l l  p a y  t h e  a p p l i c a t i o n  f e e  f o r  e a c h  a p p l i c a t i o n ,  ( sec .  1 c h  95 SLA  1964; a m  s e c .  32 c h  6 
S L A  1984)

Editor’s notes. —  The second sentence of this section is n o w  nhzniato & c  no oo io-w^s .-.r- n — l



( S e c .  08.88.061. A s s i s t a n t s .  T h e  c o m m i s s i o n  m a y  e m p l o y  a s s i s t a n t s  to

(1) p r e p a r e  q u e s t i o n s  o n  e x a m i n a t i o n s ;

(2) g r a d e  e x a m i n a t i o n s ;

(3) i n v e s t i g a t e  a l l e g e d  v i o l a t i o n s  o f  t h i s  c h a p t e r ,  ( sec .  1 c h  95 SLA  1964; a m  s e c .  57 c h  218 S L A  
1976; a m  s e c .  4 c h  167 SLA  1980)

S e c .  08.88.071. D u t i e s  o f  t h e  c o m m i s s i o n ,  (a) T h e  c o m m i s s i o n  s h a l l

. AS 08.88.061 ALASKA STATUTES AS 08.88.071

(1) p a s s  o n  q u a l i f i c a t i o n s  o f  a p p l i c a n t s  fo r  l i c e n s e s  a n d  i s s u e  l i c e n s e s  to  t h o s e  w h o  q u a l i f y ;

— ► ( 2 H ^ e £ a r ^ n d ^ c ] r a d ^

(3) a f t e r  h e a r i n g ,  h a v e  t h e  a u t h o r i t y  t o  s u s p e n d  o r  r e v o k e  t h e  l i c e n s e  o f  a  l i c e n s e e  w h o

(A) w i t h  r e s p e c t  t o  a  r e a l  e s t a t e  t r a n s a c t i o n

(i) m a d e  a  s u b s t a n t i a l  m i s r e p r e s e n t a t i o n ;

(ii) m a d e  a  f a l s e  p r o m i s e  l ik e ly  t o  i n f l u e n c e ,  p e r s u a d e ,  o r  i n d u c e ;

(iii) in t h e  c a s e  o f  a  r e a l  e s t a t e  b ro k e r ,  p u r s u e d  a  f l a g r a n t  c o u r s e  o f  m i s r e p r e s e n t a t i o n  o r  m a d e  
a  f a l s e  p r o m i s e  t h r o u g h  a n  a g e n t ,  a s s o c i a t e  r e a l  e s t a t e  b roke r ,  o r  r e a l  e s t a t e  s a l e s m a n ; -

(iv) h a s  e n g a g e d  in c o n d u c t  t h a t  i s  f r a u d u l e n t  o r  d i s h o n e s t ;

(v) v i o l a t e s  AS  08.88.391;

(B) p r o c u r e s  a  l i c e n s e  b y  d e c e i v i n g  t h e  c o m m i s s i o n ,  o r  a i d s  a n o t h e r  to  d o  s o ;

(C) h a s  e n g a g e d  in c o n d u c t  in w h i c h  t h e  c o m m i s s i o n  h a d  n o  k n o w l e d g e  a t  t h e  t im e  t h e  l i c e n s e e  
w a s  l i c e n s e d  d e m o n s t r a t i n g  t h e  l i c e n s e e ’s  u n f i t n e s s  t o  e n g a g e  in t h e  b u s i n e s s  f o r  w h i c h  t h e  l i c e n s e e  
i s  l i c e n s e d ;

(D) k n o w i n g l y  a u t h o r i z e s ,  d i r e c t s ,  c o n n i v e s  a t  o r  a i d s  in p u b l i s h i n g ,  d i s t r i b u t i n g ,  o r  c i r c u l a t i n g  
a  m a t e r i a l  f a l s e  s t a t e m e n t  o r  m i s r e p r e s e n t a t i o n  c o n c e r n i n g  t h e  l i c e n s e e ’s  b u s i n e s s  o r  c o n c e r n i n g  r e a l  
e s t a t e  f o r  s a l e  in  t h e  l i c e n s e e ’s  b u s i n e s s  in  t h i s  o r  a n y  o t h e r  s t a t e ;

(E) if a  r e a l  e s t a t e  b ro k e r ,  w i l fu l ly  v i o l a t e s  A S  08.88.171(d) o r  08.88.291;

(F) if a n  a s s o c i a t e  r e a l  e s t a t e  b roke r, c l a im s  t o  b e  a  r e a l  e s t a t e  b roke r,  or, if a  r e a l  e s t a t e  s a l e s m a n ,  
c l a i m s  t o  b e  a  r e a l  e s t a t e  b r o k e r  o r  a s s o c i a t e  r e a l  e s t a t e  b r o k e r ;

(G) if a  r e a l  e s t a t e  b ro k e r ,  e m p l o y s  a n  u n l i c e n s e d  a s s o c i a t e  r e a l  e s t a t e  b r o k e r  o r  r e a l  e s t a t e  
s a l e s m a n ;

(H) if a n  a s s o c i a t e  r e a l  e s t a t e  b r o k e r  o r  r e a l  e s t a t e  s a l e s m a n ,  f a i l s  im m e d i a t e l y  t o  t u r n  m o n e y  
c o l l e c t e d  in a  r e a l  e s t a t e  t r a n s a c t i o n  o v e r  t o  t h e  e m p l o y i n g  r e a l  e s t a t e  b ro k e r ;

(4) p r o s e c u t e ,  t h r o u g h  t h e  D e p a r t m e n t  o f  Law, v i o l a t i o n s  o f  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r  o r  l aw fu l  
r e g u l a t i o n s  p r o m u l g a t e d  u n d e r  t h i s  c h a p t e r ;

(3)
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S B  296: "An Act. establishing the business incentive program , and 
providing for a n  effective date." 

t ' • , ; • :•!
S B  296 establishes the business incentive program in the Alaska Industrial 
Development and Export Authority (AIDEA). M o n e y  in the business incentive

municipalities for training, m aki ng interest payments for inst 
purchase of manufacturing equipment and for infrastructure development

revolving fund is to be used for the purpose of pass-through grants to
stallation and 

slopn
associated with the project. T h e  source of funds is not delineated in the bill.
I : . ■ '1' < . . ■ !:■ ■ IH-' ■* ■••! j.,": •! .. ■
A  business would submit a n  application to the municipality which, after 
approval, would then forward it to A I D E A .  A n  application for such a grant 
m u s t  be acted upon by A I D E A  within 30 days. Funds w- i flow from the
authority back to the municipality. T h e  grant is limited tc ,500 for each job
created, plus whatever the municipality adds on for infrast. ucture development.

(■ • 1 • • : ' '' -1 •' J -!i :
Should the business not create the jobs anticipated, the bill requires that "all or 
a portion" of the grant be repaid. R e p a y m e n t  would be for principal of the gi ant 
plus estimated inflation expressed as an interest rate. T h e  principal would 
return to the grant fund and the interest would go to the general fund.

• • • • ' '  ' ■ ’ j ‘I .J
Grants m u s t  be m a d e  through a municipality with no municipality securing 
more than 2 5 %  of the total m o n e y  available. In addition, no more than 5 0 %  of 
the m o n e y  available can be granted in any one judicial district in any calendar 
year. A s  written (page 2, lines 12-16), the bill allows associated infrastructure 
to be outside the above caps. , ' ! r >

I i r | J :
The department has no specific a m e n d m e n t s  at this time, but would like to 
bring u p  several questions:

:1 ij-! . ' ,:l;

1.

2.

3.

4.

• ■ r: I’Mr’f'-.r " !
i ••
"Privately owned business" is not defined. Does it include 1 ’ 
corporations that are publicly o w n e d  (shares traded on an exchange) 
or is the program limited to sole proprietorships a n d  partnerships?

W h a t  happens if there is no municipality and a business needs 
ance?assistance?

• j . ...

□ a nna/la . . 1

T h e  A I D E A  board meets once a month, so 30 days could be veiy 
restrictive in terms of reviewing any grant application and taking 
board action. i.r: , :

H o w  does this program fit into the Department of Labor’s Job 
Training Program and the Department of C o m m u n i t y  and Regional 
Affairs’ and Department of Administration’s pass-through grant 
programs? The department feels that the program mu st better be 
located within D C & R A .  A s  a grant program, it does not fit the 
traditional operations of the authority.

5. W h a t  is the source of funds for the grants?

LM/LW/dgl3964D 
042589a

Larry Merculieff; Commissioner 

Date:
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REQUEST:__________________________ FISCALNOTE_____________________ __

Revision Date:___________________________ Agency Affected: Commerce & Economic Dev,

Title: An Act establishing the business BRU: Alaska Industrial Development
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POSITIONS:

FULL-TIME 1 1 1 1 1
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TEMPORARY
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FY.9.Q-

R a n g e  18, Grants Administrator 
phis benefits

Personal Services:

$46,935

Travel: In-State
Out-of-State

$ 5,000 
$ 2,000

Travel to meet with various municipalities and 
explain program. Meet with municipalities to 
understand the grant packages. O n e  or two 
trips outside to meet with businesses to explain 
and negotiate grant terms and conditions.

Contractual: $10,000

Postage, communications, printing, legal.

S u pplies: $ 1,500

Equipment (one time costs): $12,000

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

page 2 of 2



Patrick M. Rodey
Senator

iktate l e g i s l a t u r e 3111 C. St., Suite 510 Anchorage, Alaska 99503 (907) 561-7618
During Session: P.O. Box V Juneau, Alaska 99811 (907)465-3793

S e n a t e

D A T E A p r i l  27, 1989

TO: S e n a t o r  D i c k  ^ a i r
S e n a t e  L a b o r  an *

F R O M S e n a t o r  P a t R o d e y  j

S U B J E C T :  S B  296, B u s i n e s s  I n c e n t i v e  P r o g r a m
( e n a b l i n g  l e g i s l a t i o n )

I w o u l d  l i k e  t o  r e q u e s t  t h e  S e n a t e  L a b o r  a n d  C o m m e r c e  
C o m m i t t e e  to c o n s i d e r  s c h e d u l i n g  S e n a t e  B i l l  296, a n  a c t  
e s t a b l i s h i n g  t h e  B u s i n e s s  I n c e n t i v e  P r o g r a m .

T h e  p u r p o s e  of t h i s  l e g i s l a t i o n  is t o  e s t a b l i s h  a p r o g r a m  
t h r o u g h  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  A u t h o r i t y  t o  e n h a n c e  
t h e  a b i l i t y  of l o c a l  g o v e r n m e n t s  t o  a t t r a c t  n e w  b u s i n e s s e s  t o  
t h e i r  c o m m u n i t i e s .

T h i s  p r o g r a m  w o u l d  a l l o w  b u s i n e s s e s  t o  b u y  d o w n  t h e  i n t e r e s t  
r a t e s  o n  l o a n s  f o r  t h e  p u r c h a s e  o f  m a n u f a c t u r i n g  e q u i p m e n t ,  
p a y  f o r  i n f r a s t r u c t u r e  r e l a t e d  to  t h e  p r o j e c t ,  a n d  o n e t i m e  
j o b  t r a i n i n g  e x p e n s e s  f o r  n e w  job c r e a t i o n .

L o c a l  g o v e r n m e n t s  w o u l d  m a k e  a p p l i c a t i o n  t o  •'■he f u n d  o n  b e h a l f  
o f  p r i v a t e  c o m p a n i e s .  T h e y  w o u l d  b e  >-̂ ouj t o  b r i n g  a 
f o r m a l  r e s o l u t i o n  i n  f a v o r  o f  the pi i d e m o n s t r a t e  t h a t
all o t h e r  p o s s i b l e  f u n d i n g  s o u r c e s  has ■> — .1 f u l l y  u t i l i z e d .
N o  s i n g l e  m u n i c i p a l i t y  c o u l d  s p e n d  m o r e  t h a n  25 p e r c e n t  of 
m o n i e s  a v a i l a b l e  i n  t h e  f u n d  in a n y  y e ar, t h u s  e n s u r i n g  
e q u i t a b l e  g e o g r a p h i c  d i s t r i b u t i o n .  T h i s  l e g i s l a t i o n  w o u l d  
a p p l y  t o  n e w  p r o j e c t s  as  w e l l  as t h e  e x p a n s i o n  of e x i s t i n g  
p r i m a r y  i n d u s t r y  p r o j e c t s .

I f  y o u  a r e  i n t e r e s t e d  in c o - s p o n s o r s h i p  of  t h i s  l e g i s l a t i o n  p l e a s e  
c a l l  m y  l e g i s l a t i v e  aide, M a r k  B e g i c h  at  4 6 5 - 3 7 9 3  o r  in 
A n c h o r a g e  a t  3 3 7 - 6 7 4 8 .
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P R O P O S E D  C O M M I T T E E  S U B S T I T U T E  F O R  

S E N A T E  B I L L  2 9 S 

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

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

A B I L L

Fo r  an A c t  e n t i t l e d :  "An Act r e l a t i n g  to w a s t e  c o l l e c t i o n  and

r e c y c l i n g ."

S e c t i o n  1. F I N D I N G S  AND P O L I C Y ,  (a) T h e  l e g i s l a t u r e  finds

that

(1 ) the r e c y c l i n g  a n d  r e u s e  o f  g a r b a g e ,  r e f u s e ,  t r a s h  or 

o t h e r  w a s t e  m a t e r i a l  ("Waste") a n d  t h e  m a t e r i a l ,  r e s o u r c e ,  and 

e n e r g y  r e c o v e r y  f r o m  W a s t e  w o u l d  s u b s t a n t i a l l y  e x t e n d  the useful 

li f e  o f  e x i s t i n g  s o l i d  w a s t e  d i s p o s a l  s i t e s  in t h e  S t a t e  of 

A l a s k a ,  r e d u c e  t h e  n e e d  for n e w  l a n d f i l l s ,  s a v e  A l a s k a ' s  e n v i r o n  

m e n t ,  r e d u c e  o u t d o o r  p o l l u t i o n ,  a n d  c r e a t e  j o b s  in the state;

(2 ) r- fuse u t i l i t i e s  are i d e a l l y  s i t u a t e d ,  t o  c o l l e c t ,  .d 

r e c y c l e  w a s t e  a n d  to e n g a g e  in r e c o v e r y  a c t i v i t y ;

(3) the r e c y c l i n g  a n d  r e c o v e r y  a c t i v i t y  is in  its i n f a n c y  

in t h e  n a t i o n  a n d  p a r t i c u l a r l y  in the S t a t e  o f  A l a s k a ,  d e r i v e s  

l i t t l e  or no p r o f i t s  for t h o s e  e n g a g e d  in t h e  a c t i v i t y ,  and 

r e q u i r e s  th a t  t h e  l e g i s l a t u r e  p r o m o t e  the a c t i v i t y  w h e n e v e r  

p o s s i b l e ;

(4) s u b s t a n t i a l  v o l u m e s  of W a s t e  a r e  n e e d e d  to m a k e  the 

r e c y c l i n g  a n d  r e c o v e r y  b u s i n e s s  e c o n o m i c a l l y  v i a b l e  w h i c h
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requires that certificated refuse utilities collect and control 

the available waste in their service areas;

(5) it is in the public interest to encourage the existing 

refuse utilities to develop the necessary technology and business 

opportunities to engage in economical and efficient waste re­

cycling and recovery activities.

(b) It is 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 is amended to read:
14 |;

(a) 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 in ar. area already served by a certif­

icated refuse utility may . :-.ly be granted j f the operating ar.d 

capital expense incurred by the utility and its affiliated inter-

ests on waste recovery is r.ct 31 or more of the annual operatinc
24 “ '----------

and capital extense of the utilitv and the refuse utility will
25     *-------- --------

not provide service to the satisfaction of the Commission. The
26 ------------------------------------------------------------------------------

operatinq and caoital exrer.se incurred bv the utilitv and its
27 -------- ‘ * *---------------------------

_

!j affiliated interests for waste recovery for the 5 vears orior tc
28 .       ----------

-  9  -



the f i l i n g  of an a p p l i c a t i o n  to serve in an area a l r e a d y  served 

by a c e r t i f i c a t e d  refuse utility may b e  averaged to c a l c u l a t e  the 

3t a n n u a l  o p e r a t i n g  and capital expense figure. Where a public 

utility p r o v i d e s  m o r e  than one type o f  u t i l i t y  service, a s e p a­

rate c e r t i f i c a t e  o f  c o n v e n i e n c e  and n e c e s s i t y  is r e q u i r e d  for 

each t y p e .  A c e r t i f i c a t e  shall describe the nature and extent of 

the a u t h o r i t y  g r a n t e d  in it, including, as appr opriate for the 

services involved, a d e s c r i p t i o n  of t h e  autho r i z e d  area and scope 

of o p e r a t i o n s  of the public utility.

S e c t i o n  3. AS 42.05.381 is a m e n d e d  by adding a new

s u b s e c t i o n  to read:

(e) A l l  rates c h a r g e d  to a m u n i c i p a l i t y  by a utility f u r­

nishing c o l l e c t i o n  and d i s p o s a l  service o f  garbage, refuse, trash 

or other w a s t e  m a t e r i a l  shall be r e g u lated by the c o m m i s s i o n  and 

may not b e  exempt from regulation under A S  42.05.711(c).

(f) The c o m m i s s i o n  shall adopt r e g u l a t i o n s  for e l e ctric 

c o o p e r a t i v e s  and for u t i l i t i e s  which f u r n i s h  collection and 

disposal s e r v i c e  of garbage, refuse, t r ash, or other w a s t e  m a t e­

rial s e t t i n g  a r a n g e  for adjustment of r a t e s  by a s i m p l i f i e d  rate 

filing p r o c e d u r e .  A  c o o p e r a t i v e  or u t i l i t y  furr.ishir. . ollecticr. 

ar.c d i s p o s a l  s e rvice of garbage, refuse, t rash or other waste  

material m a y  apply for permi s s i o n  to a d j u s t  its rates over a 

period o f  time u n d e r  the simplified rate filing p r o c e d u r e  r e g u­

lations. T h e  c o m m i s s i o n  shall grant the ap plic a t i o n  if the 

c o o p e r a t i v e  or the u t i l i t y  furnishing c o l l e c t i o n  and d i s posal 

service o f  garbage, refuse, trash, or o t h e r  waste mate rial
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s a t i s f i e s  t h e  requirement.'; of  the r e g u l a t i o n s .  T h e  c o m m i s s i o n  

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

at r e a s o n a b l e  i n t e r v a l s  and m a y  r e v o k e  p e r m i s s i o n  to u s e  the 

p r o c e d u r e  o r  r e q u i r e  m o d i f i c a t i o n  o f  the r a t e s  to c o r r e c t  an 

error.

S e c t i o n  4. A S  4 2 . 0 5 . 7 1 1 ( d )  is a m e n d e d  to read:

(c) T h e  c o m m i s s i o n ,  on a f i n d i n g  t h a t  n o  l e g i t i m a t e  p u b l i c  

i n terest w i l l  be  s e r v e d ,  m a y  e x e m p t  a u t i l i t y  f r o m  all or  any 

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

S e c t i o n  5. A S  4 2 . 0 5 . 7 2 0  is a m e n d e d  b y  a d d i n g  n e w  p a r a g r a p h s  

to read:

(1 ) " r e s o u r c e  r e c o v e r y "  m e a n s  the p r o c e s s  o f  o b t a i n i n g  

u s e f u l  m a t e r i a l  or e n e r g y  r e s o u r c e s  f r o m  w a s t e ;

(2 ) " e n e r g y  r e c o v e r y , "  m e a n s  r e c o v e r y  in w h i c h  a l l  or  a 

pa r t  of t h e  w a s t e  m a t e r i a l s  a r e  p r o c e s s e d  to u t i l i z e  t h e  he a t  

center.: o r  o t h e r  f o r m s  of  e n e r g y ,  o f  or f r o m  the m a t e r i a l ;

(: " m a t e r i a l  r e c o v e r y , "  m e a n s  any p r o c e s s  o f  o b t a i n i n g

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

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

s p e c i f i c  p u r p o s e  and c a n ,  t h e r e f o r e ,  be r e u s e d  or r e c y c l e d  for 

the same o r  o t h e r  p u r p o s e ;

(4) " r e c y c l i n g , "  m e a n s  a n y  p r o c e s s  b y  w h i c h  s o l i d  w a s t e  

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

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



(5) "le u s e , "  m e a n s  the r e t u r n  o f  a c o m m o d i t y  i n t o  the 

e c o n o m i c  s t r e a m  for u s e  in t h e  s a m e  k i n d  o f  a p p l i c a t i o n  as b e f o r e  

w i t h o u t  c h a n g e  in its i d e n t i t y ;

(6 ) "waste" m e a n s  g a r b a g e ,  r e f u s e ,  t r a s h  o r  o t h e r  w a s t e  

m a t e r i a l ;

(7) "w a s t e  r e c o v e r y "  m e a n s  r e s o u r c e  r e c o v e r y ,  e n e r g y  r e c o v­

ery, m a t e r i a l  r e c o v e r y ,  r e c y c l i n g  o r  r e u s e  o f  w a s t e .

S e c t i o n  6 . N o  c e r t i f i c a t e  m a y  b e  g r a n t e d  to f u r n i s h  c o l­

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

w a s t e  m a t e r i a l  in an area a l r e a d y  s e r v i c e d  b y  a c e r t i f i c a t e d  

r e f u s e  u t i l i t y  for 1 y e a r  f r o m  the e f f e c t i v e  d a t e  o f  t h i s  Act.

S e c t i o n  7. T h i s  Act t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 

01 . 1 0 .  070 ( c ) .



C I T Y  O F  F A I R B A N K S  

Office off the City “Attorney 

410 C U S H M A N  STREET 
FAIRBANKS. A L A S K A  99701-4683 

907-459-6750

F e b r u a r y  22, 1989

F ax to: 4 6 5 - 2 1 6 1

RECEIVED

MAR 311989
C o m m i s s i o n  J o h n  A nd r ew s  
D e p a r t m e n t  oC A d m i n i s t r a t i o n  
P .O .  Box  C
J u n e a u ,  A l a s k a  99811

0«puty City Mgr. UHlltiti

R e : Comm en t s  on  T e l e c o m m u n i c a t i o n s  I n t e n t  L a n g u a g e ,  
P r e l i m i n a r y  R e p o r t ,  F e b r u a r y  1, 1989

D ea r  C o m m i s s i o n  A n d r ew s :

Th e  C i t y  o f  F a i r b a n k s  M u n i c i p a l  U t i l i t i e s  S y s t e m  (FMUS) 
a p p r e c i a t e s  t h e  o p p o r t u n i t y  t o  c om m en t  o n  y o u r  T e l e c o m m u n i c a t i o n  
I n t e n t  L a n g u a g e ,  P r e l i m i n a r y  R e p o r t ,  d a t e d  F e b r u a r y  1, 1989. I am 
s o r r y  f o r  n o t  m e e t i n g  y o u r  d e a d l i n e  o f  F e b r u a r y  17, 1989 b u t  FMUS 
d i d  n o t  r e c e i v e  a c o p y  o f  t h e  r e p o r t  u n t i l  i t  w a s  t e l e c o p i e d  t o  u s  
y e s t e r d a y  b y  t h e  A l a s k a  T e l e p h o n e  A s s o c i a t i o n .  E v e n  t h o u g h  we a r e  
l i s t e d  o n  t h e  d i s t r i b u t i o n  l i s t  we n e v e r  r e c e i v e d  a c o p y .

Th e  C i t y  o f  F a i r b a n k s  c e r t a i n l y  c ommend s  a n y  S t a t e  A g e n c y  f o r  
t r y i n g  t o  c o n s e r v e  p u b l i c  m o n e y .  H o w e v e r ,  a f t e r  r e a d i n g  y o u r
r e p o r t  we s t i l l  a r e  n o t  c o n v i n c e d  t h a t  w h en  a l l  t h e  c a p i t a l  c o s t  
o f  b u i l d i n g ,  m a i n t a i n i n g  a n d  o p e r a t i n g  t h e  S t a t e  n e t w o r k  a c e  
c o n s i d e r e d  t h a t  t h e  S t a t e  i s  i n  f a c t  s a v i n g  m on e y .  The  a c t u a l  
c a s h  o u t l a y  p a i d  t o  t h i r d  p a r t i e s  may b e  $950,838 l e s s .  H ow e v e r ,  
y o u r  r e p o r t  d o e s  n o t  m e n t i o n  t h a t  t h e  S t a t e ' s  " c o s t s "  i n c l u d e s  a l l  
t h e  y e a r l y  d e p r e c i a t i o n  o n  c a p i t a l  c o s t  o f  S t a t e  n e t w o r k  ( p a i d  
w i t h  c a p i t a l  a p p r o p r i a t i o n s  t o  v a r i o u s  d e p a r t m e n t s )  an d  w a g e s  and  
f r i n g e s  o f  s t a t e  w o r k e r s  t o  o p e r a t e  and  m a i n t a i n  t h e  S t a t e  
n e t w o r k .  Many o t h e r  i n d i r e c t  e x p e n s e s  s u c h  a s  t h e  c o s t  o f  o f f i c e  
s p a c e  a n d  u t i l i t i e s  may a l s o  b e  u n a s s i g n e d  t o  t h e  n e t w o r k .  A l l
r e g u l a t e d  t e l e p h o n e  c o m p a n i e s ,  b o t h  l o c a l  a n d  i n t e c - e x c h a n g e  a r e  
r e q u i r e d  t o  m a i n t a i n  a l l  s u c h  r e c o r d s  i n  a s t a n d a r d i z e d  f o r m a t  
p u r s u a n t  t o  FCC T i t l e  47 P a r t  36 g u i d e l i n e s  s o  t h a t  t h e y  c a n  be  
e a s i l y  c o m p a r e d  a n d  a u d i t e d .  T h e  APUC a l s o  r e q u i r e s  A l a s k a  LEC t o
f o l l o w  p a r t  36 r u l e s  w i t h  o n l y  s l i g h t  d e v i a t i o n .  L a c k  o f  a
r e q u i r e m e n t  f o r  e n t e r p r i s e  f u n d  a c c o u n t i n g  o r  i n c e n t i v e s  t o  
p r o p e r l y  m a i n t a i n  a n d  r e p o r t  s u c h  c o s t s  i n  a p r o f i t / l o s s  f o r m a t  i s  
a p r o b l e m  w i t h  a S t a t e  n e t w o r k  f i n a n c e d  w i t h  p u b l i c  m o n e y .

FMUS t a k e s  i s s u e  w i t h  t h e  c o n c e p t  t h a t  i t  and  o t h e r  l o c a l  
e x c h a n g e  c o m p a n i e s  a r e  u n a f f e c t e d  b y  l o s s  o f  S t a t e  t r a f f i c  on  
p u b l i c  s w i t c h e d  n e t w o r k .

I S  THE STATE IN FACT SAVING MONEY?

WHO PAYS FOR SUCH SAVINGS (IF  ANY)?
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H e c e  a g a i n ,  t a x p a y e r s  who make i n s t a t e  t e l e p h o n e  c a l l s  a c e  p a y i n g  
Coc t h e s e  u n e c o n o m i c  s a v i n g s .

W h i l e  we do n o t  h a v e  t h e  c u c c e n t  d a t a  t o  d e t e r m i n e  e x a c t l y  how  
much l o c a l  c a t e s  and  i n s t a t e  t o l l  c a t e s  w i l l  h a v e  t o  b e  r a i s e d  
b e c a u s e  o f  t h o  S t a t e  N e tw o r k ,  i t  i s  b e y o n d  q u e s t i o n  t h a t  t h e r e  
w i l l  b e  i n c r e a s e s .  T h e  o n l y  t h i n g  we do  n o t  y e t  know i s  how  
much .  T h e s e  i n c r e a s e s  may e x c e e d  t h e  am ou n t  o f  " s a v i n g "  by  S t a t e  
a g e n c i e s .  O t h e r  f a c t o r s  w i l l  a l s o  a f f e c t  Lhe. se  c a t e s  (m o s t  l i k e l y  
r e d u c t i o n s  i n  s u b s i d i e s  f r o m  l o w e c  48), b u t  t h e s e  f a c t o c s  a r e  n o t  
w i t h i n  t h e  c o n t r o l  o f  t h e  S t a t e  o f  A l a s k a .  FMUS d i d  r e c e i v e  l e s s  
i n  i n t r a s t a t e  t o l l  s e t t l e m e n t s  i n  1987 a s  m e n t i o n e d  i n  t h e  r e p o r t  
b u t  t h i s  w a s  NOT d u e  t o  a r e d u c t i o n  i n  t h e  number o f  t e l e p h o n e  
c u s t o m e r s  i n  F a i r b a n k s .  FMUS i n c r e a s e d  t h e  number  o f  t e l e p h o n e  
c u s t o m e r s  and  a c c e s s  i n  b o t h  1987 an d  1988 and  i s  now  a t  a n  a l l  
t i m e  h i g h .

I d i s a g r e e  s t r o n g l y  w i t h  y o u r  c o n c l u s i o n  t h a t  S t a t e  n e t w o r k
w i l l  n o t  h a v e  a n  a d v e r s e  a f f e c t  on  b o t h  l o c a l  r a t e s  f o r  FMUS and
l o c a l  t e l e p h o n e  c o m p a n i e s  i n  A n c h o r a g e  an d  J u n e a u  a s  w e l l  a s  on  
i n t c a B t a t e  t e l e p h o n e  r a t e s .  Any  t i m e  y o u  h a v e  a d u p l i c a t i o n  o f  
p l a n t - t w o  s y s t e m s  i n  p l a c e  p a i d  f o r  b y  t h e  s am e  p o p u l a t i o n  o f
u s e r s ,  t h i s  h a s  t o  l e a d  t o  a d d i t i o n a l  c o s t  f o r  a t  l e a s t  s om e  o f  
t h e  u s e r s .  I f  t h e  S t a t e  i s  s a v i n g  m on e y  t h e n  t h e  c o s t  m u s t  be  
b o r n e  b y  t h e  r e m a i n i n g  u s e r s .  T h e  r e m a i n i n g  u s e r s  a r e  S t a t e  
t a x p a y e r s  who h a v e  f i n a n c e d  t h e  S t a t e  n e t w o r k  t h r o u g h  p u b l i c  money  
and  t h e n  p a y  f o r  i t  a g a i n  t h r o u g h  h i g h e r  l o c a l  and  i n s t a t e  t o l l  
r a t e s .  T h i s  c a n n o t  b e  w i s e  p u b l i c  p o l i c y .

Th e  r e p o r t  a l s o  i n f e r s  t h a t  t h e  LECs do n o t  h a v e  t h e
t e c h n o l o g y  t o  h a n d l e  t h e  s t a t e s  r e q u i r e m e n t s .  ATU, FMUS, J u n e a u  
an d  K e t c h i k a n  a l l  h a v e  N o r t h e r n  T e l e c o m  DMS 100 s w i t c h e s  t h a t  a r e  
" S t a t e  o f  t h e  A r t "  a n d  p e r h a p s  o f f e r  a g r e a t e r  t e c h n o l o g i c a l  
f l e x i b i l i t y  t h a n  t h e  s t a t e  e n j o y s  w i t h  i t s  c u r r e n t  s y s t e m .

COMPARISONS WITH OTHER STATES

I q u e s t i o n  t h e  v a l i d i t y  o f  c o m p a r i s o n s  t o  w h a t  i s  d o n e  i n  
o t h e r  s t a t e s .  COMPARISONS t o  o t h e r  s t a t e s  w h e r e  t h e  s t a t e ' s  
i n t r a s t a t o  u s a g e  may b e  l e s s  t h a n  o n e  p e r c e n t  o f  i n t r a s t a t e  l o n g  
d i s t a n c e  t e l e p h o n e  u s a g e  i s  n o t  r e a l l y  c o m p a r a b l e  t o  A l a s k a  w h e r e  
t h e  S t a t e  h a s  a much l a r g e r  p e r c e n t a g e  o f  i n t r a s t a t e  c a l l i n g .  I 
d o  n o t  kn ow  t h e  e x a c t  p e r c e n t a g e  o f  i n t r a s t a t e  l o n g  d i s t a n c e  
t e l e p h o n e  u s a g e  made  b y  t h e  S t a t e  o f  A l a s k a ,  b u t  I h a v e  h e a r d  t h a t  
i t  may b e  a s  h i g h  a s  15\ or  m o r e .  W h i l e  b y p a s s  b y  a s i n g l e  
c u s t o m e r  w i t h  1% o f  i n t r a s t a t e  t o l l  v o l u m e  w i l l  h a v e  t h e  a d v e r t s  
c o n s e q u e n c e s  m e n t i o n e d  a b o v e ,  t h a t  ( r e l a t i v e l y )  s m a l l  c u s t o m e r  
w i l l  n o t  h a v e  t h e  e f f e c t  o f  a c u s t o m e r  who h a s  t e n  o r  f i f t e e n  
p e r c e n t a g e  o f  t h e  i n t r a s t a t e  t o l l  v o l u m e .
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txpvty City Mgr. UHllHti

Re: C om m en t s  o n  T e l e c o m m u n i c a t i o n s  I n t e n t  L a n g u a g e  
P r e l i m i n a r y  R e p o r t ,  F e b r u a r y  1, 1989

D ea r  C o m m i s s i o n  A n d r ew s :

Th e  C i t y  o f  F a i r b a n k s  M u n i c i p a l  U t i l i t i e s  S y s t e m  (FMUS) 
a p p r e c i a t e s  t h e  o p p o r t u n i t y  t o  c om m en t  o n  y o u r  T e l e c o m m u n i c a t i o n  
I n t e n t  L a n g u a g e ,  P r e l i m i n a r y  R e p o r t ,  d a t e d  F e b r u a r y  1, 1989. I am 
s o r r y  f o r  n o t  m e e t i n g  y o u r  d e a d l i n e  o f  F e b r u a r y  17, 1989 b u t  FMUS 
d i d  n o t  r e c e i v e  a c o p y  o f  t h e  r e p o r t  u n t i l  i t  w a s  t e l e c o p i e d  t o  u s  
y e s t e r d a y  b y  t h e  A l a s k a  T e l e p h o n e  A s s o c i a t i o n .  E v e n  t h o u g h  we a r e  
l i s t e d  o n  t h e  d i s t r i b u t i o n  l i s t  we n e v e r  r e c e i v e d  a c o p y .

T h e  C i t y  o f  F a i r b a n k s  c e r t a i n l y  c om mend s  a n y  S t a t e  A g e n c y  f o r  
t r y i n g  t o  c o n s e r v e  p u b l i c  m o n e y .  H o w e v e r ,  a f t e r  r e a d i n g  y o u r  
r e p o r t  we s t i l l  a r e  n o t  c o n v i n c e d  t h a t  w h e n  a l l  t h e  c a p i t a l  c o s t  
o f  b u i l d i n g ,  m a i n t a i n i n g  a n d  o p e r a t i n g  t h e  S t a t e  n e t w o r k  a r e  
c o n s i d e r e d  t h a t  t h e  S t a t e  i s  i n  f a c t  s a v i n g  m on e y .  The  a c t u a l  
c a s h  o u t l a y  p a i d  t o  t h i r d  p a r t i e s  may b e  $950,838 l e s s .  H ow e v e r ,  
y o u r  r e p o r t  d o e s  n o t  m e n t i o n  t h a t  t h e  S t a t e ' s  " c o s t s "  i n c l u d e s  a l l  
t h e  y e a r l y  d e p r e c i a t i o n  o n  c a p i t a l  e o s t  o f  S t a t e  n e t w o r k  ( p a i d  
w i t h  c a p i t a l  a p p r o p r i a t i o n s  t o  v a r i o u s  d e p a r t m e n t s )  and  w a g e s  and  
f r i n g e s  o f  s t a t e  w o r k e r s  t o  o p e r a t e  a n d  m a i n t a i n  t h e  S t a t e  
n e t w o r k .  Many o t h e r  i n d i r e c t  e x p e n s e s  s u c h  a s  t h e  c o s t  o f  o f f i c e  
s p a c e  a n d  u t i l i t i e s  may a l s o  b e  u n a s s i g n e d  t o  t h e  n e t w o r k .  A l l  
r e g u l a t e d  t e l e p h o n e  c o m p a n i e s ,  b o t h  l o c a l  a n d  i n t e r - e x c h a n g e  a r e  
r e q u i r e d  t o  m a i n t a i n  a l l  s u c h  r e c o r d s  i n  a s t a n d a r d i z e d  f o r m a t  
p u r s u a n t  t o  FCC T i t l e  47 P a r t  36 g u i d e l i n e s  s o  t h a t  t h e y  c a n  be  
e a s i l y  c o m p a r e d  an d  a u d i t e d .  Th e  APUC a l s o  r e q u i r e s  A l a s k a  LEC t o  
f o l l o w  p a r t  36 r u l e s  w i t h  o n l y  s l i g h t  d e v i a t i o n .  L a c k  o f  a 
r e q u i r e m e n t  f o r  e n t e r p r i s e  f u n d  a c c o u n t i n g  o r  i n c e n t i v e s  t o  
p r o p e r l y  m a i n t a i n  a n d  r e p o r t  s u c h  c o s t s  i n  a p r o f i t / l o s s  f o r m a t  i s  
a p r o b l e m  w i t h  a S t a t e  n e t w o r k  f i n a n c e d  w i t h  p u b l i c  m o n e y .

FMUS t a k e s  i s s u e  w i t h  t h e  c o n c e p t  t h a t  i t  a n d  o t h e r  l o c a l  
e x c h a n g e  c o m p a n i e s  a r e  u n a f f e c t e d  b y  l o s s  o f  S t a t e  t r a f f i c  on  
p u b l i c  s w i t c h e d  n e t w o r k .

I S  THE STATE IN FACT SAVING MONEY?

WHO PAYS FOR SUCH SAVINGS ( IF  ANY)?
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I n  S e c t i o n  6 o f  t h e  P r e l i m i n a r y  R e p o r t  i s  t h e  f o l l o w i n g  s t a t e m e n t :

A l a s c o r a  s h a r e s  t o l l  r e v e n u e s  w i t h  t h e  l o c a l  e x c h a n g e  
c o m p a n i e s  b a s e d  on  c o s t s .  I f  no S t a t e  n e t w o r k  v o i c e
t r a f f i c  o r i g i n a t e d  o r  t e r m i n a t e d  i n  a l o c a l  e x c h a n g e
c om pan y  s e r v i c e  a r e a ,  t h e n  t h a t  c o m p a n y ' s  c o s t s  h a v e  n o t  
b e e n  a f f e c t e d  b y  t h e  n e t w o r k .  Th e  c o m p a n y ' s  s e t t l e m e n t  
am ou n t  c a n  c h a n c e  o n l y  i f  A l a s c o r a  c h a n g e s  t h e  r a t e  o f
r e t u r n  i t  u s e s  f o r  s e t t l e m e n t  p u r p o s e s .

INCREASE IN LOCAL TELEPHONE RATES

Th e  a b o v e  u n d e r l i n e d  s e n t e n c e  i s  v e r y  m i s l e a d i n g .  FMUS d o e s
r e c e i v e  s e t t l e m e n t s  f r o m  A l a s c o m  f o r  i n t r a s t a t e  c a l l s  b a s e d  i t s  
c o s t .  A l s o ,  t h e  d i s c u s s i o n  i n  t h e  r e p o r t  a b o u t  t h e  s e t t l e m e n t s  
p r o c e s s  i s  c o r r e c t  i n  d e s c r i b i n g  t h a t  c o s t s  o f  l o c a l  t e l e p h o n e  
c o m p a n i e s  a r e  d i v i d e d  i n t o  l o c a l ,  i n t r a s t a t e  a nd  i n t e r s t a t e
j u r i s d i c t i o n s .  T h i s  a l l o c a t i o n  o f  c o s t s  t o  t h e  d i f f e r e n t  
j u r i s d i c t i o n  i s  i m p o r t a n t  b e c a u s e  i f  a v e r y  l a r g e  c u s t o m e r  s u c h  a s  
t h e  S t a t e  o f  A l a s k a  d o e s  n o t  u s e  t h e  p u b l i c  s w i t c h e d  n e t w o r k  t h e n  
t h e r e  c a n  b e  a s i g n i f i c a n t  d e c r e a s e  i n  t h e  p e r c e n t a g e  o f  FMUS c o s t  
a l l o c a t e d  t o  i n t r a s t a t e  j u r i s d i c t i o n .  What  t h i s  m e a n s  i s  t h a t  a 
h i g h o r  p e r c e n t a g e  o f  t h e  c o s t  f o r m e r l y  a l l o c a t e d  t o  i n f r a s t a t e  
j u r i s d i c t i o n  i s  a l l o c a t e d  t o  t h e  i n t e r s t a t e  j u r i s d i c t i o n  and  t o  
t h e  l o c a l  j u r i s d i c t i o n .  T h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n
(APUC) w i l l  a l l o w  t h i s  h i g h e r  p e r c e n t a g e  o f  c o s t  t o  b e  p a s s e d  on  
t o  l o c a l  r a t e - p a y e r s .  T h e r e f o r e ,  FMUS w i l l  n o t  l o s e  r e v e n u e  IF  
i t  r a i s e s  l o c a l  r a t e s .  H o w e v e r ,  t h e s e  l o c a l  r a t e  p a y e r s  h e r e ,  and  
a n y w h e r e  e l s e  c a l l s  a r e  made  u s i n g  t h e  S t a t e  N e t w o r k  r a t h e r  t h a n  
t h e  p u b l i c  s w i t c h e d  n e t w o r k ,  a r e  t h e  s am e  t a x p a y e r s  t h a t  t h e  
d i v i s i o n  o f  T e l e c o m m u n i c a t i o n s  i s  t r y i n g  t o  e c o n o m i z e  f o r .

INCREASE IN INTRASTATE TELEPHONE RATES

I n  a d d i t i o n ,  A l a e c o a  w i l l  b e  p e r m i t t e d  b y  t h e  APUC t o  r e c o v e r  
i t s  e n t i r e  c o s t  o f  p r o v i d i n g  i n t r a s t a t e  t e l e c o m m u n i c a t i o n s
s e r v i c e .  B y  t h e  S t a t e  c o n s t r u c t i n g  a n d  u s i n g  i t s  own n e t w o r k
p a r a l l e l  t o  p u b l i c  s w i t c h e d  n e t w o r k  t h e r e  w i l l  b e  v e r y  l i t t l e ,  i f  
a n y ,  r e d u c t i o n  i n  c o s t s  o f  A l a s c o m  o p e r a t i n g  t h e  p u b l i c  s w i t c h e d  
n e t w o r k .  T h e r e f o r e ,  i f  a  s i g n i f i c a n t  c u s t o m e r  s u c h  a s  t h e  S t a t e  
o f  A l a s k a  l e a v e s  t h e  p u b l i c  n e t w o r k  t h e n  t h e  r e m a i n i n g  c u s t o m e r s
m a k i n g  i n t r a s t a t e  c a l l s  w i l l  h a v e  t o  b e a r  t h i s  c o s t  f o r m e r l y  p a i d
b y  t h e  S t a t e  i n  i n t r a s t a t e  t o l l s .  T h e r e f o r e ,  i n t r a s t a t e  r a t e s  
w i l l  h a v e  t o  b e  i n c r e a s e d  b y  t h e  APUC. H e r e  a g a i n  t h e  " s a v i n g s "  
by  t h e  S t a t e  i n  t o l l  c h a r g e s  w i l l  b e  b o r n e  b y  b u s i n e s s  and
r e s i d e n t i a l  i n t r a s t a t e  c u s t o m e r s  t h r o u g h  h i q h e t  i n s t a t e  t e l e p h o n e  
r a t e s .  T h e s e  h i g h e r  i n t r a - s t a t e  t e l e p h o n e  r a t e s  i n  t u r n  c a n
m o t i v a t e  o t h e r  l a r g e  u s e r s  t o  a l s o  b y p a s s  ( l e a v e  t h e  p u b l i c  
n e tw o r k )  l e a d i n g  t o  m o r e  p r e s s u r e  on  i n t r a - s t a t e  and  l o c a l  r a t e s .
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H e r e  a g a i n ,  t a x p a y e r s  who make i n s t a t e  t e l e p h o n e  c a l l s  a c e  p a y i n g  
f o e  t h e s e  u n e c o n o m i c  s a v i n g s .

W h i l e  we do  n o t  h a v e  t h e  c u r r e n t  d a t a  t o  d e t e r m i n e  e x a c t l y  how 
much l o c a l  r a t e s  and  i n s t a t e  t o l l  r a t e s  w i l l  h a v e  t o  b e  r a i s e d  
b e c a u s e  o f  t h e  S t a t e  N e t w o r k ,  i t  i s  b e y o n d  q u e s t i o n  t h a t  t h e r e  
w i l l  b e  i n c r e a s e s .  T h e  o n l y  t h i n g  we do  n o t  y e t  know  i s  how 
m uch .  T h e s e  i n c r e a s e s  may e x c e e d  t h e  am ou n t  o f  " s a v i n g "  b y  S t a t e  
a g e n c i e s .  O t h e r  f a c t o r s  w i l l  a l s o  a f f e c t  t h e s e  r a t e s  (m o s t  l i k e l y  
r e d u c t i o n s  i n  s u b s i d i e s  f r o m  l o w e r  48), b u t  t h e s e  f a c t o r s  a r e  n o t  
w i t h i n  t h e  c o n t r o l  o f  t h e  S t a t e  o f  A l a s k a .  FMUS d i d  r e c e i v e  l e s s  
i n  i n t r a s t a t e  t o l l  s e t t l e m e n t s  i n  1987 a s  m e n t i o n e d  i n  t h e  r e p o r t  
b u t  t h i s  w a s  NOT d u e  t o  a r e d u c t i o n  i n  t h e  number  o f  t e l e p h o n e  
c u s t o m e r s  i n  F a i r b a n k s .  FMUS i n c r e a s e d  t h e  number  o f  t e l e p h o n e  
c u s t o m e r s  an d  a c c e s s  i n  b o t h  1987 an d  1988 an d  i s  now  a t  a n  a l l  
t i m e  h i g h .

I d i s a g r e e  s t r o n g l y  w i t h  y o u r  c o n c l u s i o n  t h a t  S t a t e  n e t w o r k  
w i l l  n o t  h a v e  a n  a d v e r s e  a f f e c t  o n  b o t h  l o c a l  r a t e s  f o r  FMUS and  
l o c a l  t e l e p h o n e  c o m p a n i e s  i n  A n c h o r a g e  a n d  J u n e a u  a s  w e l l  a s  on  
i n t r a s t a t e  t e l e p h o n e  r a t e s .  Any  t i m e  y o u  h a v e  a d u p l i c a t i o n  o f  
p l a n t - t w o  s y s t e m s  i n  p l a c e  p a i d  f o r  b y  t h e  s am e  p o p u l a t i o n  o f  
u s e r s ,  t h i s  h a s  t o  l e a d  t o  a d d i t i o n a l  c o s t  f o r  a t  l e a s t  s om e  o f  
t h e  u s e r s .  I f  t h e  S t a t e  i s  s a v i n g  m on e y  t h e n  t h e  c o s t  m u s t  be  
b o r n e  b y  t h e  r e m a i n i n g  u s e r s .  T h e  r e m a i n i n g  u s e r s  a r e  S t a t e  
t a x p a y e r s  who h a v e  f i n a n c e d  t h e  S t a t e  n e t w o r k  t h r o u g h  p u b l i c  money  
and  t h e n  p a y  f o r  i t  a g a i n  t h r o u g h  h i g h e r  l o c a l  and  i n s t a t e  t o l l  
r a t e s .  T h i s  c a n n o t  b e  w i s e  p u b l i c  p o l i c y .

Th e  r e p o r t  a l s o  i n f e r s  t h a t  t h e  LECs d o  n o t  h a v e  t h e  
t e c h n o l o g y  t o  h a n d l e  t h e  s t a t e s  r e q u i r e m e n t s .  ATU, FMUS, J u n e a u  
and  K e t c h i k a n  a l l  h a v e  N o r t h e r n  T e l e c o m  DMS 100 s w i t c h e s  t h a t  a r e  
" S t a t e  o f  t h e  A r t "  a n d  p e r h a p s  o f f e r  a g r e a t e r  t e c h n o l o g i c a l  
f l e x i b i l i t y  t h a n  t h o  s t a t e  e n j o y s  w i t h  i t s  c u r r e n t  s y s t e m .

CQMPAEISONS WITH OTHER STATES

I q u e s t i o n  t h e  v a l i d i t y  o f  c o m p a r i s o n s  t o  w h a t  i s  d o n e  i n  
o t h e r  s t a t e s .  COMPARISONS t o  o t h e r  s t a t e s  w h e r e  t h e  s t a t e ' s  
i n t r a s t a t e  u s a g e  may b e  l e s s  t h a n  o n e  p e r c e n t  o f  i n t r a s t a t e  l o n g  
d i s t a n c e  t e l e p h o n e  u s a g e  i s  n o t  r e a l l y  c o m p a r a b l e  t o  A l a s k a  w h e r e  
t h e  S t a t e  h a s  a much l a r g e r  p e r c e n t a g e  o f  i n t r a s t a t e  c a l l i n g .  I 
d o  n o t  kn ow  t h e  e x a c t  p e r c e n t a g e  o f  i n t r a s t a t e  l o n g  d i s t a n c e  
t e l e p h o n e  u s a g e  made b y  t h e  S t a t e  o f  A l a s k a ,  b u t  I h a v e  h e a r d  t h a t  
i t  may b e  a s  h i g h  a s  15 \ o r  m o r e .  W h i l e  b y p a s s  b y  a s i n g l e  
c u s t o m e r  w i t h  1 \  o f  i n t r a s t a t e  t o l l  v o l u m e  w i l l  h a v e  t h e  a d v e r s e  
c o n s e q u e n c e s  m e n t i o n e d  a b o v e ,  t h a t  ( r e l a t i v e l y )  s m a l l  c u s t o m e r  
w i l l  n o t  h a v e  t h e  e f f e c t  o f  a c u s t o m e r  who h a s  t e n  o r  f i f t e e n  
p e r c e n t a g e  o f  t h e  i n t r a s t a t e  t o l l  v o l u m e .
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CONCLUSION

Tho P r e l i m i n a r y  R e p o r t  m e n t i o n s  t h a t  t h e r e  i s  a l e g i s l a t i v e  
a u d i t  b e i n g  c o n c l u d e d .  We a s k  t h a t  t h e  D e p a r t m e n t  o f  
A d m i n i s t r a t i o n  r e q u e s t  t h a t  t h e  a u d i t o r  t e s t a t e  t h e i r  f i n d i n g s  i n  
a f o r m a t  c o n s i s t e n t  w i t h  FCC P a c t  36 r u l e s  w i t h  r e c o g n i t i o n  o f  a l l  
d i r e c t ,  i n d i r e c t  and  a l l o c a t e d  c o s t s  i n c l u d i n g  d e p r e c i a t i o n  and  
a m o r t i z a t i o n .  I f  a l l  t h e s e  c o s t a a r e  i n c l u d e d  I am s u r e  t h a t  t h e r e  
i s  n o t  a n  a c t u a l  " s a v i n g s " .  A l s o ,  I h o p e  t h e s e  c om m en t s  w i l l  
i n d u c e  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  an d  t h e  T e l e c o m m u n i c a t i o n s  
I n f o r m a t i o n  C o u n c i l  t o  r e c o n s i d e r  i t s  c o n c l u s i o n  t h a t  t h e  S t a t e  
N e t w o r k  i s  w i s e  p u b l i c  p o l i c y .

yisl

WtfY R d n a l d  S m i t h  
D e p u t y  C i t y  A t t o r n e y

t l b

x c :  B .  P h i l l i p s ,  C i t y  M a n a g e r
V . G i l l e s p i e ,  D e p u t y  C i t y  M a n a g e r  - U t i l i t i e s  
A l a s k a  T e l e p h o n e  A s s o c i a t i o n  
L o r r a i n e  P l a g a ,  APUC
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S e n a t o r  J o h n e  B i n k l e y

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

Finance Committee 
Co-Chairman

M E M O R A N D U M  Apri l  25, 1989

TO : S e n a t o r  D ic k  E l i a s o n ,  C h a i r m a n
S e n a t e  L a b o r  & C o m m e r c e

F R O M : S e n a t o r  J o h n e  B i n k l e ^ ^ ^ y j Q ^ - * ^ "

RE: S B  297, r e l a t i n g  t o  l i c e n s i n g ,  s a l e ,  t r a n s p o r t a t i o n ,  im p o r t a t i o n ,  a n d
p o s s e s s i o n  o f  a l c o h o l i c  b e v e r a g e s ;  r e l a t i n g  t o  l o c a l  o p t i o n  e l e c t i o n  
b a l l o t s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .

I i n t r o d u c e d  t h e  f o l lo w in g  bill in o r d e r  t o  t a k e  c a r e  o f  s o m e  p r o b l e m s  w i th  t h e  
lo c a l  o p t i o n  s t a t u t e s .  I 've a t t a c h e d  a  s e c t i o n a l  a n a l y s i s  f o r  y o u r  r e v i e w .  A s  y o u  will 
s e e ,  m o s t  o f  t h e s e  a m e n d m e n t s  a r e  t e c h n i c a l .

T h e  o n l y  c h a n g e  t h a t  m ig h t  b e  c o n s i d e r e d  s u b s t a n t i v e  a t  a ll i s  in S e c t i o n  8 
w h i c h  will a l l o w  a n  e s t a b l i s h e d  v i l l a g e  t o  h a v e  t h e  lo c a l  o p t i o n  b a l l o t s  p r i n t e d  in b o t h  
E n g l i s h  a n d  a  s e c o n d  l a n g u a g e  o f  i t s  c h o i c e .

In m a n y  v i l l a g e s  a r o u n d  t h e  S t a t e ,  t h e  e l d e r s  d o  n o t  s p e a k  E n g l i s h  b u t  i n s t e a d  
s p e a k  t h e i r  t r a d i t i o n a l  l a n g u a g e .  A  q u e s t i o n  o n  a  lo c a l  o p t i o n  i s  v e r y  im p o r t a n t .  I f e e l  it 
i s  c r i t i c a l  t h a t  p e o p l e  u n d e r s t a n d  w h a t  t h e y ' r e  v o t i n g  o n .  T h a t  is  t h e  p u r p o s e  b e h i n d  
S e c t i o n  8.

W e ' v e  b e e n  w o r k i n g  o n  t h i s  bill fo i q u i t e  s o m e  t im e  in a n  e f f o r t  t o  m a k e  s u r e  it 
c o v e r s  a l l t h e  p r o b l e m s  i d e n t i f i e d  t o  d a t e .  I f e e l  c o n f i d e n t  t h a t  i s  t h e  c a s e  a n d ,  e v e n  
t h o u g h  it i s  l a t e  in t h e  s e s s i o n ,  I w o u l d  g r e a t l y  a p p r e c i a t e  y o u r  s c h e d u l i n g  it f o r  a  
h e a r i n g  p r i o r  t o  a d j o u r n m e n t .  P l e a s e  c o n t a c t  J a n i c e  A d a i r  in m y  o f f i c e  (4985) if y o u  
h a v e  a n y  q u e s t i o n s .

T h a n k  y o u  f o r  y o u r  f a v o r a b l e  c o n s i d e r a t i o n  o f  t h i s  r e q u e s t .
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TO : S e n a t e  L a b o r  &  C o m m e r c e  C o m m i t t e e

F R O M :  S e n a t o r  J o h n e  B in k l e y

RE : S e c t i o n a l  A n a l y s i s  o f  S B  297, a m e n d m e n t s  t o  T i t le  04

S e c t i o n  O n e .  T h i s  s e c t i o n  t i e s  i n t o  t h e  n e w  n o t i c e  r e q u i r e m e n t s  f o r  p a c k a g e  
s t o r e  l i c e n s e e s  in S e c t i o n  N in e .  It w o u l d  r e q u i r e  t h e  B o a r d  t o  g i v e  a u t h o r i z a t i o n  t o  a  
p a c k a g e  s t o r e  b e f o r e  t h e y  c a n  s e l l  in r e s p o n s e  t o  a  w r i t t e n  o r d e r  a n d  t h a t  a u t h o r i z a t i o n  
is  o n l y  g o o d  f o r  o n l y  y e a r  a t  a  t im e .  C u r r e n t l y ,  a  p a c k a g e  s t o r e  l i c e n s e e  h a s  t o  j u s t  
in f o rm  t h e  B o a r d  o f  i t s  i n t e n t  t o  s e l l  b y  m a i l .

S e c t i o n  T w o .  T h i s  w o u l d  b r i n g  t h e  a m o u n t  o f  d i s t i l l e d  s p i r i t s  t h a t  c a n  b e  m a i l  
o r d e r e d  in a n  a r e a  w i th  r e s t r i c t e d  s a l e s  in to  c o m p l i a n c e  w i t h  t h e  p r e s u m p t i o n  
p r o v i s i o n .  A s  y ou 'l l  r e c a l l ,  t h e r e  w a s  a n  a m e n d m e n t  o n  t h e  f l o o r  o f  t h e  H o u s e  a t  t h e  
e n d  o f  l a s t  s e s s i o n  w h i c h  i n c r e a s e d  t h e  m a i l  o r d e r  a m o u n t  t o  18 l i te r s .  T h i s  w o u l d  
d r o p  it b a c k  d o w n  t o  12.

S e c t i o n  T h r e e .  T h i s  c h a n g e  will a l l o w  t h e  b a n  o n  p o s s e s s i o n  t o  t a k e  e f f e c t  60 
d a y s  f o l l o w in g  c e r t i f i c a t i o n  o f  t h e  e l e c t i o n  IF  t h e r e  a r e  n o  l i c e n s e d  p r e m i s e s  in t h e  
e s t a b l i s h e d  v i l l a g e . If t h e r e  is  a  l i c e n s e d  p r e m i s e s ,  t h e n  t h e  e f f e c t i v e  d a t e  r e m a i n s  90 
d a y s  a f t e r  c e r t i f i c a t i o n  o f  t h e  e l e c t i o n .

S e c t i o n  F o u r .  M a k e s  t h e  s a m e  c h a n g e  a s  S e c t i o n  T w o ,  a b o v e  a s  it r e l a t e s  t o  
m u n i c i p a l i t i e s .

S e c t i o n  F iv e .  T h i s  is  o n e  o f  t h e  m o r e  c o n f u s i n g  s e c t i o n s  a n d  r e q u i r e s  s o m e  
b a c k g r o u n d  i n f o rm a t i o n .

U n d e r  c u r r e n t  l a w  a t  A S  04..11.320, t h e  A B C  B o a r d  m a y  n o t  i s s u e  a  l i c e n s e  in 
a n  e s t a b l i s h e d  v i l l a g e  w h e r e  t h e r e  i s  n o  l i c e n s e d  p r e m i s e s  U N L E S S  t h e r e  h a s  f i r s t  
b e e n  a  l o c a l  o p t i o n  e l e c t i o n  o n  e i t h e r  p r o h i b i t i n g  s a l e s  a n d  t h e  v o t e  w a s  n o  O R  o n  t h e  
q u e s t i o n  o f  a  s e l e c t e d  l i c e n s e e  a n d  t h e  v o t e  w a s  Y E S .

B e c a u s e  t h e  l o c a l  o p t i o n  l a w s  a r e  c o m p l e x ,  m a n y  v i l l a g e s  w h i c h  p r o p o s e  t o  
h a v e  a  v o t e  o n  a  s e l e c t e d  l i c e n s e e  h a v e  n o t  r e a l i z e d  t h a t  v o t i n g  N O  o n  t h e  t y p e  o f  
l i c e n s e e  w o u l d  n o t  a l l o w  t h e m  t o  h a v e  a n o t h e r  k i n d  o f  l i c e n s e e  i n s t e a d .  A  N O  v o t e  o n  
t h i s  q u e s t i o n  w h e n  t h e r e  is  n o  l i c e n s e d  p r e m i s e s  d o e s  n o t  a l l o w  t h e  B o a r d  t o  i s s u e  
a n o t h e r  k i n d  o f  l i c e n s e .

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



h a v e  t o  p o s t  w r i t t e n  n o t i c e  o f  t h e  r e q u i r e m e n t s  o f  A S  0 4 .11 .320  in tw o  d i f f e r e n t  p u b l i c  
l o c a t i o n s  w i t h i n  t h e  v i l l a g e .

S e c t i o n  S ix .  D e l e t e s  t h e  r e f e r e n c e  t o  a  " c o m b i n a t i o n  o f  q u e s t i o n s "  o n  a  l o c a l  
o p t i o n  b a l l o t  f o r  a  m u n i c ip a l i t y .  T h i s  c l a r i f i e s  t h a t  o n l y  o n e  q u e s t i o n  m a y  b e  v o t e d  
d u r i n g  a n  e l e c t i o n .

It a l s o  p r o v i d e s  t h a t  t h e  l o c a l  g o v e r n i n g  b o d y  m a y  p r e p a r e  t h e  e l e c t i o n  b a l l o t s  in 
E n g l i s h  a n d  a  s e c o n d  l a n g u a g e  s p e c i f i e d  b y  t h e  b o d y .  T h i s  d o e s  n o t  g i v e  a  
m u n i c i p a l i t y  a n y  a d d i t i o n a l  p o w e r s  b u t  s im p l y  s p e l l s  o u t  in  s t a t u t e  t h a t  t h e y  h a v e  t h i s  
a b i l i ty .

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

S e c t i o n  E ig h t .  T h i s  s u b s e c t i o n  w o u l d  a l l o w  t h e  g o v e r n i n g  b o d y  o f  a n  
e s t a b l i s h e d  v i l l a g e  t o  r e q u e s t  t h a t  t h e  l o c a l  o p t i o n  b a l l o t  b e  w r i t t e n  in b o t h  E n g l i s h  a n d  
a n o t h e r  l a n g u a g e .  T h e  r e q u e s t  w o u l d  h a v e  t o  b e  m a d e  t o  t h e  Lt. G o v e r n o r ' s  o f f i c e  a t  
l e a s t  90  d a y s  b e f o r e  t h e  e l e c t i o n  in o r d e r  t o  g i v e  h i s  o f f i c e  t im e  t o  p r e p a r e  t h e  b a l l o t s .

S e c t i o n  N in e .  R e q u i r e s  t h a t  t h e  A B O  B o a r d  n o t i fy  t h e  D e p a r t m e n t  o f  
T r a n s p o r t a t i o n  o f  t h e  a d o p t i o n  o f  a  l o c a l  o p t i o n  a n d  r e q u i r e s  t h a t  D O T  p o s t  n o t i c e  o f  
t h e  b a n  o f  p o s s e s s i o n  o r  s a l e  a n d  im p o r t a t i o n  a l o n g  t h e  b o u n d a r i e s  o f  t h e  c o m m u n i t y  
if it i s  o n  a  s t a t e  h i g h w a y  t h a t  is  c o n n e c t e d  t o  t h e  s t a t e  h i g h w a y  s y s t e m .

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

T h i s  s e c t i o n  a l s o  e x p a n d  t h e  n o t i c e  r e q u i r e m e n t s  o f  a  c o m m u n i t y  t h a t  h a s  
a d o p t e d  a  l o c a l  o p t i o n .  U n d e r  c u r r e n t  law ,  if a  c o m m u n i t y  b a n s  t h e  s a l e  a n d  
im p o r t a t i o n ,  it i s  r e q u i r e d  t o  p o s t  n o t i c e  o f  t h e  b a n  w i th in  t h e  c o m m u n i t y .  T h i s  s e c t i o n  
e x t e n d s  t h a t  r e q u i r e m e n t  t o  t h e  b a n  o n  p o s s e s s i o n .

It a l s o  i n c l u d e s  a  c h a n g e  t o  t h e  N o t i c e  r e q u i r e m e n t s  a n d  t i e s  i n t o  S e c t i o n  O n e ,  
a b o v e .  U n d e r  c u r r e n t  law ,  t h e  B o a r d  m u s t  s e n d  n o t i c e  e v e r y  p a c k a g e  s t o r e  l i c e n s e e  
b y  r e g i s t e r e d  m a i l  o f  a  n e w  lo c a l  o p t i o n  a d o p t i o n .  T h i s  a m e n d m e n t  w o u l d  r e q u i r e  t h e  
B o a r d  t o  n o t i c e  o n l y  t h o s e  w h o  h a v e  b e e n  a u t h o r i z e d  t o  s e l l  in r e s p o n s e  t o  a  w r i t t e n  
o r d e r  a n d  a l l o w  t h e  n o t i c e  t o  b e  s e n t  b y  c e r t i f i e d  m a i l .

S e c t i o n  T e n .  L a s t  s e s s i o n  in S B  371, it w a s  r e q u i r e d  t h a t  a l c o h o l  b e i n g  
s h i p p e d  in to  a  c o m m u n i t y  t h a t  h a d  r e s t r i c t e d  t h e  s a l e  o f  a l c o h o l  b e  l a b e l e d  a n d  h a v e  
a n  i t e m i z e d  i n v o i c e  o n  t h e  o u t s i d e  o f  t h e  b o x .  H o w e v e r ,  a i r  c a r r i e r s  w e r e  n o t  g i v e n  
a n y  r e s p o n s i b i l i t y  f o r  c h e c k i n g  t o  s e e  if p e o p l e  w e r e  s h i p p i n g  a l c o h o l .

W h i l e  w e  d o  n o t  w a n t  a i r  c a r r i e r s  t o  s u f f e r  a n y  l iab i l i ty  f o r  s h i p p i n g  a l c o h o l  t h a t  is  
n o t  p r o p e r l y  l a b e l e d ,  w e  d o  w a n t  t h e m  t o  a t  l e a s t  a s k  if a  b o x  c o n t a i n s  a l c o h o l  a n d



h a v e  a  l a b e l  a v a i l a b l e  f o r  t h e  t r a v e l l e r s  u s e  if it d o e s .  T h i s  s e c t i o n  a c c o m p l i s h e s  t h a t  
b y  s t a t i n g  a  c a r r i e r  m a y  n o t  k n o w in g l y  s h i p  u n l a b e l e d  a l c o h o l .

In o r d e r  t o  m a k e  t h a t  r e q u i r e m e n t  w o r k a b l e ,  it w a s  n e c e s s a r y  t o  r e v i s e  t h e  
i t e m i z e d  i n v o i c e  r e q u i r e m e n t .  T h e  A B C  B o a r d  h a d  i n t e r p r e t e d  t h e  l a n g u a g e  f r o m  l a s t  
y e a r  a s  a l l o w i n g  o n l y  t h e  l i c e n s e e  t o  p r e p a r e  t h e  i n v o i c e .  T h i s  s e c t i o n  w il f  a l l o w  t h e  
p u r c h a s e r  t o  p r o v i d e  t h e  i n v o i c e .  T h i s  c o u l d  b e  t h e  s a l e s  r e c e i p t .

S e c t i o n  E l e v e n .  T h i s  s im p l y  a d d s  p o s t i n g  t h e  s i g n s  r e q u i r e d  in S e c t i o n  N i n e  to  
t h e  d u t i e s  o f  D O T .
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IN THE SENATE B Y  THE L A B O R  & C O M M E R C E  COKMITTE

CS FOR SENATE BILL NO. 298 (L&C)

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

S I X T EENTH L E G I S L A T U R E  - S E C O N D  SESSION

A  BILL

For an A c t  entitled: "An A c t  r e l ating to w a s t e  c o l l e c t i o n . "

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STA TE OF ALASKA:

* Section 1. AS 29.35.050(b) is a m e n d e d  to read:

(b) The g o v e r n i n g  b o d y  of a m u n i c i p a l i t y  m a y  n o t  p r o h i b i t  a 

p e r s o n  h o l d i n g  a v a l i d  c e r t i f i c a t e  f r o m  the A l a s k a  P u b l i c  U t i l ities 

C o m m i s s i o n  f r o m  c o n t i n u i n g  to collect and dispose  of garbage, refuse, 

trash, w a s t e  material, or p r o v i d e  other r e l a t e d  services in an area in 

the m u n i c i p a l i t y  if the c e rti ficate a u t h o r i z e s  the c o l l e c t i o n  and 

d isposal of [GARBAGE, REFUSE, TRASH, O R  OTHER] w a s t e  m a t e r i a l  and 

p r o v i d i n g  of o t h e r  services in the area, a nd the c e r t i f i c a t e  was 

o r i g i n a l l y  issued b e f o r e  the m u n i c i p a l i t y  p r o v i d e d  s i mil ar services. 

Except as p r o v i d e d  in (d) of this section, a [A] m u n i c i p a l i t y  m a y  not 

provide for a garbage, refuse, trash, or other w a s t e  m a t e r i a l  c o l l e c­

tion and disposal service in an area to the e x t e n t  it lies in an area 

g r anted to a garbage, refuse, trash, or o ther w a s t e  m a t e r i a l  carrie r 

by a c e r t i f i c a t e  issued by the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  to 

the carrier until it has p u r c h a s e d  the certificate, e q u i p m e n t  and 

facili ties of the carrier, or that p o r t i o n  of the c e r t i f i c a t e  that 

would be affected, at fair m a r k e t  value. A  m u n i c i p a l i t y  m a y  e x e r c i s e  

the right of e m inent domain to acqui re the certificate, e q u i p m e n t ^  and 

faciliti es of the carrier, or that p o r t i o n  of the c e r t i f i c a t e  that 

w o u l d  be affected.

* Sec. 2. AS 2 9 . 3 5.050 is amended by adding  a n e w  s u b s e c t i o n  to read:

(d) A  m u n i c i p a l i t y  may e s t a b l i s h  an i n t e r m e d i a t e  trans f e r  site



for the c o l l e c t i o n  and d i s po sal of w a s t e  m a t e r i a l  without purcha s i n g  

the cer tificate, equipment, or faciliti es of a w a s t e  m a t eria l carrier 

c e r t i f i c a t e d  by the Alaska P u b l i c  U t i l i t i e s  Commission. T h e  m u n i c i­

pali t y  may, w i t h o u t  compen s a t i n g  a c e r t i f i c a t e d  waste c a rr ier o p e r a t­

ing in the area, provide for or contract w i t h  a c e r tificated  or n o n­

ce r t i f i c a t e d  e n t i t y  to p r o v i d e  for the c o l l e c t i o n  and d i s p o s a l  of 

w a s t e  m a t e r i a l

(1) left at the i n t e r m e d i a t e  t r a n s f e r  site; or

(2) g e n e r a t e d  by the m u n i c i p a l  g o v e r n m e n t  or by the munici- ! 

pai school district.

*  Sec. 3. AS 42.05.711 is a m e n d e d  b y  a dding a n e w  subsection to read:

(m) The colle c t i o n  and disposal, u n d e r  AS 29.35.050(d), by a 

m u n i c i p a l i t y  of w a s t e  m a t e r i a l  d e p o s i t e d  at an intermediate transfer 

site and of w a s t e  material g e n e r a t e d  by the munic. p a l i t y  i t s e l f  or by 

the m u n i c i p a l  school district is e xempt f r o m  this chapter.

CSSB 2 9 8 (L&C) - 2 -
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IN THE S E N A T E  BY THE L A B O R  & COMME R C E  COMMITTEE

CS F O R  S E N A T E  B ILL NO. 298 (L&C)

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

SI X T E E N T H  L E G I S L A T U R E  - SECOND SESSION

A  BILL

For an A c t  entitled: "An A c t  r e l a t i n g  to w a s t e  collection. "

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* S e c t i o n  1. AS 29.35.050(b) is a m e n d e d  to read:

(b) The g o v e r n i n g  b o d y  o f  a m u n i c i p a l i t y  may not p r o h i b i t  a

p e r s o n  h o l d i n g  a v a l i d  c e r t i f i c a t e  from the A l a s k a  P u b l i c  Utilities 

C o m m i s s i o n  f r o m  c o n t i n u i n g  to c o llect and dispose of [GARBAGE, REFUSE, 

TRASH,] w a s t e  m a t e r i a l  [,] or p r o v i d e  other r e l a t e d  services in an 

area in the m u n i c i p a l i t y  if the certif i c a t e  authoriz es the collection  

and d i s p o s a l  of [GARBAGE, REFUSE, TRASH, OR OTHER] w a s t e  m a t e r i a l  and 

p r o v i d i n g  of other services in the area, and the c e r t i f i c a t e  was 

o r i g i n a l l y  i ssued b e f o r e  the m u n i c i p a l i t y  p r o v i d e d  s i m i l a r  services. 

E x c e p t  as p r o v i d e d  in (d) of this section, a [A] m u n i c i p a l i t y  m a y  not 

p r o v i d e  for a [GARBAGE, REFUSE, TRASH, O R  OTHER] w a s t e  m a t e r i a l  c o l­

lec t i o n  and disposal service in a n  are a to the extent it lies in an

a r e a  g r a n t e d  to a [GARBAGE, REFUSE, TRASH, O R  OTHER] w a s t e  m a t eria l 

c a r r i e r  by a c e r t i f i c a t e  i ssued b y  the A l a s k a  P ublic U t i l i t i e s  C o m m i s­

sion  to the carrier u n t i l  it h a s  p u r c h a s e d  the certificate, equipment 

an d  f a c i l i t i e s  of the carrier, or that p o r t i o n  o f  the c e r t i f i c a t e  that 

w o u l d  be affected, at fai^ m a r k e t  value. A  m u n i c i p a l i t y  m a y  exercise 

the r i g h t  of eminent d o m a i n  to a c q u i r e  the certificate, e q u i p m e n t ^  and 

f a c i l i t i e s  o f  the carrier, or that p o r t i o n  of the c e r t i f i c a t e  that 

w o u l d  be affected.

* Sec. 2. AS 29.3 5.050 is a m e n d e d  b y  a d d i n g  a new s u b s e c t i o n  to read:

(d) A m u n i c i p a l i t y  m a y  e s t a b l i s h  an interm e d i a t e  t r a n s f e r  site

-1- CSSB 2 9 8 (L&C)
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for the c o l l e c t i o n  an d disposal o f  waste m a t e r i a l  without p u r c h a s i n g  

the certificate, equipment, or facil ities of a waste material carrier 

c e r t i f i c a t e d  by the A l a s k a  Public U t i l i t i e s  Commission. The m u n i c i­

pali t y  may, w i t h o u t  c o mp ensating a c e r t i f i c a t e d  was te carrier o p e r a t­

ing in the area, provide for or c o n tract w i t h  a certificated or n o n­

ce r t i f i c a t e d  e n t i t y  to provide for the collection and disposal of 

w a s t e  m a t e r i a l

(1) left at the intermediate  trans fer site; or

(2) g e n e r a t e d  by the m u n i c i p a l  government.

* Sec. 3. AS 42.05.711 is amended by a dding a n e w  subsection to read:

(m) The c o l l e c t i o n  and disposal, u n d e r  AS 29.35.050(d), by a 

m u n i c i p a l i t y  of w a s t e  material d e p o s i t e d  at an intermediate t r a n s f e r  

site a n d  of w a s t e  m a t e r i a l  g e n e r a t e d  b y  the munici p a l i t y  it self is 

e xemp t f r o m  this chapter.

CSSB 298(L&C)



A L A S K A  R E F U S E  U T I L I T I E S  A S S O C I A T I O N  

S u g g e s t e d  a m e n d m e n t s  t o  H. B .  499:

1 . P a g e  2, l i n e  9 — d e l e t e  t h e  f o l l o w i n g :

"(2) g e n e r a t e d  b y  t h e  m u n i c i p a l  g o v e r n m e n t s  [OR 

B Y  T H E  M U N I C I P A L  S C H O O L  D I S T R I C T . }»

2« P a g e  2, l i n e  1 9 — d e l e t e  t h e  f o l l o w i n g :

" s i t e  a n d  of- w a s t e  m a t e r i a l  g e n e r a t e d  b y  t h e

municipality.*. [ O R  B Y  T H E  M U N I C I P A L  S C H O O L  D I S T R I C T
%

IS  E X E M P T . F R O M  T H I S  C H A P T E R . ]"
* »

3 y  P a g e  2, l i n e  2 1 — a d d  t h e  f o l l o w i n g :

" Sec. 5. A S  4 2 . 0 5 . ____  is a m e n d e d  b y  a d d i n g  a n e w

s e c t i o n  t o  r e a d :

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

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

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

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

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

f o r  t h e  l e g i s l a t u r e ,  T h e  Alas.ka P u b l i c  U t i l i t i e s  

C o m m i s s i o n  i s  i n s t r u c t e d  t o  n o t  i s s u e  c o m p e t i n g  

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

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

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

s e r v i c e  i s  i n  t h e  p u b l i c  i n t e r e s t . "

4. P a g e  2, l i n e  '___, a d d  t h e  f o l l o w i n g :

"Sec. 6. - S e c t i o n s  1, 2 a n d  4 o f  t h i s  a c t  t a k e  e f f e c t  

o n  J a n u a r y  1, 1 9 9 4  . E x c e p t  t h a t  t h i s  a c t  t a k e s  a f f e c t

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

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

I f  e n a c t e d ,  S B 2 9 8  w i l l  c o m p l e t e l y  r e m o v e  t h e  c o l l e c t i o n  a n d  d i s­
p o s a l  o f  r e f u s e  (garbage) u t i l i t y  s e r v i c e  f r o m  A P U C  j u r i s d i c t i o n .  
T h i s  a c t i o n  w i l l  i m p a c t  43 o f  311 c e r t i f i c a t e d  p u b l i o  u t i l i t i e s  
(13 . 8 %  o f  t h e  t o t a l ) ,  o f  these, 9 of  96 f u l l y  e c o n o m i c a l l y  r e g u­
l a t e d  r e f u s e  u t i l i t i e s  (9.4% o f  t h e  total) w o u l d  b e  d e r e g u l a t e d .

W h i l e  t h i s  c h a n g e  in j u r i s d i c t i o n  w i l l  p r o v i d e  s o m e  r e l i e f  in 
t e r m s  o f  a g e n c y  w o r k l o a d ,  it cornea in t h e  n a t u r e  o f  a p a r t i a l  
r e a l i g n m e n t  o f  r e s o u r c e s  to r e s p o n s i b i l i t i e s .  W h e n  c o n s i d e r a t i o n  
is g i v e n  t o  t h e  f a o t  t h a t  a p p r o x i m a t e l y  2 4 %  of  t h e  t h e  A P U C a  
s t a f f  h a s  b e e n  l o s t  to b u d g e t  c u t s  s i n c e  F Y B 4 , it w o u l d  b e  i m p r u­
d e n t  f r o m  a m a n a g e m e n t  p e r s p e c t i v e  t o  p r o p o s e  a n y  a d d i t i o n a l  r e ­
d u c t i o n s  as a r e s u l t  of  t h e  j u r i s d i o t i o n a l  c h a n g e  i n c o r p o r a t e d  in 
t h i s  b i l l .  T h e r e f o r e ,  the A P U C  s u b m i t s  a z e r o  f i s c a l  n o t e  in 
r e s p o n s e  t o  t h i s  p r o p o s e d  l e g i s l a t i o n .
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Members of the Legislative B udget 
and Audit Committee:

In accord a n c e  w i t h  the p r o v i s i o n s  of Titles 24 and 44 of the 
A l a s k a  Statutes, the a t t a c h e d  r eport  is submitted for your 
review.

A  P E R F O R M A N C E  R E P O R T  ON THE 
D E P A R T M E N T  OF COMMERCE A N D  

EC O N O M I C  D E V E L O P M E N T  
A L A S K A  PUBLIC U T I L I T I E S  C O MMISSION

F e b r u a r y  14, 1989

Audit C o n trol N u m b e r  

0 8 - 1 3 5 4 - 8 9 - R

The ob jectives of this audit w e r e  to examine the activities 
of the A l a s k a  Public U t i l i t i e s  C o m m i s s i o n  to determine if 
there is a demo nstrated p u b l i c  n e e d  for its continued 
e x i s tence a n d  if the c o m m i s s i o n  has b e e n  operating in an 
e f f i cient and effective manner.

The audit was conducted in a c c o r d a n c e  w i t h  generally a c c e p t­
ed g o v e r n m e n t a l  p e r f o r m a n c e  auditing standards. Audit scope 
and m e t h o d o l o g y  are d i s c u s s e d  in the Report Objectives, 
Scope, and M e t h o d o l o g y  s e c t i o n  of this report. A u d i t  
r e s ults m a y  b e  found in the R e p o r t  Conclusions, Findings a n d  
R e c o m m e n dations, and in the Anal ysis of Public N e e d  sections 
of this report.

R a n d y  y. Welker, CPA 
L e g i s l a t i v e  Auditor 
D i v i s i o n  o f  Le gislative Audit
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R E P O R T  OBJECTIVES, SCOPE, A N D  M E T H O D O L O G Y

In accordance w i t h  the intent of Titles 'Ik and k k of the 
A l a s k a  Statutes, we have ex amined the activities of the 
A l a s k a  Public Utilities Commis s i o n  (hereinafter r e f erred to 
as A P U C  or the commission) to determi ne if there is a 
d e m o n s t r a t e d  p u b l i c  need for its c o n t i n u e d  existence and if 
the c o m m i s s i o n  has o perated in an efficient and effective 
m a n n e r .

L e g i s l a t i v e  intent requires c o n s i d e r a t i o n  of this report 
d urin g the le gislative ove rsight hearings to determine 
w h e t h e r  A P U C  s h ould  be reestablished. The law n o w  specifies 
that the c o m m i s s i o n  will terminate June 30, 1989 and have
one year from that date to co nclude its a f f a i r s .

The p o l i c y  and audit approach u t i l i z e d  by the Division 
of L e g i s l a t i v e  A u d i t  for p e r f o r m a n c e  reports can best be 
d e s c r i b e d  as "audit by exception." This m e t h o d o l o g y  focuses 
audit effort on areas of an auditee's operations that have 
b e e n  ident i f i e d  b y  a p r e l i m i n a r y  s u rvey as h a v i n g  a high 
degree of p r o b a b i l i t y  for n e ed ing improvements.

T herefore, by design, finite audit resources are u s e d  to 
i d e n tify w h e r e  and h o w  improvement can be made, and little 
time is devoted to r e v i ewi ng w e l l - r u n  operations or 
programs. Consequently, this r e p o r t  h i g h l i g h t s  those areas 
n e e d i n g  i m provement  and does n ot emphasize those operations 
and programs that are p r o perly functioning.

D i s c u s s i o n  of the objectives, scope, and m e t h o d o l o g y  o f  our 
r e v i e w  follows.

O bjectives

A P U C  was c r e a t e d  to regulate p u blic utili t i e s  so that 
citizens could enjoy adequate s e r v ice at the lowest r e a s o n­
able rates. The p r i m a r y  objective  of this audit, therefore, 
was to d e t e rmine w h e t h e r  the p ubl ic n e e d  for the commission 
continues to exist.

The s e c o n d a r y  objective was to r e v i e w  the commission's major 
functions, n a m e l y  certi f i c a t i o n  of utilities, tariff 
actions, investigations, and c o m p l a i n t  follow-up for e f f e c­
tiveness in m e e t i n g  the public need. The te rtiary objective 
was to evaluate these functions in particular, a nd the 
A PUC' s operations in general, for e c o n o m y  an d effici ency of 
operation.

Our analysis of p ublic need, f indings and recommendations, 
and our conclusions have b e e n  s u m m a r i z e d  in the appropriate 
sections of this report.

STATE OF ALASKA -1- DIVISION OF LEGISLATIVE AUDIT



ORGANIZATION AND FUNCTION

Public utilit y regulation in A laska  has evolved s u b s t a n­
tially since the creation of the Public Services Commission 
(PSC) in 1959. That three-member bod y had juri sd i c t i o n  over 
electric power, heat, water, gas, oil or other petrole* . 
pr o du cts (except by pipeline), telephone or telegraph 
communications, and community sewer services. In 1960 PSC 
ga i n e d  r e s p o n sibility for tr ansportatio n utilities w h i c h  it 
re g u l a t e d  until the creation of the A l a s k a  T r a n s p o r t a t i o n  
Co m m i s s i o n  in 1966.

PSC was r eplaced by a three-member A l a s k a  Public Utilities 
Commis s i o n  in 1970. R e g u l a t e d  industries then included 
electrical, telecommunications, water, steam, sewer, gas, 
and p e t r o l e u m  w h e n  no co mpetition existed. A  1973 amendment 
ad d e d  garbage, refuse, trash or othe r w a s t e  to the list. 
Amendmen ts passed in 1980 pr ovided exemptions f r o m  economic 
r e g u l a t i o n  for cable television services and other utilities 
w i t h  low annual gross revenues as w e l l  as e s ta blishing a 
p r o v i s i o n  allowing economic d e r e g u l a t i o n  by consumer vote 
for certain u t i l i t y  groups. W i t h  a b o l i t i o n  of the Alaska 
P i p e l i n e  Comm ission in 1981, j u r i s d i c t i o n  over pipelines 
p a sse d to APUC.

In addition to jurisdictional changes, c omp osition of APUC
also changed. A laska  Statute 42.05.040 origi n a l l y  requ i r e d
one m ember to be a law school graduate, one to be a u n i v e r­
sity graduate w i t h  a major in engineering, and one to be a
un i v e r s i t y  graduate with a m a j o r  in finance, accounting, 
or business administration. Two a d d i t i o n a l  po sitions were 
added to the co mmission in 1975 for w h i c h  no special q u a l i­
fications w e r e  established. All members are a p p o i n t e d  by 
the Governor and confirmed by the L e g i s l a t u r e  for six-year 
t e r m s .

U n d e r  AS 42.05 and AS 42.06, A P U C  is c h arged w i t h  the 
r e s p o n s i b i l i t y  to ensure the furnis h i n g  <f adequate service 
to all public u t i l i t y  patrons, w i t h o u t  discrimination, and 
at the lowest reaso nable rates consis tent w i t h  the interests 
of b o t h  the public and the utility. S t a t u t o r y  provisions 
direct the commission, after determ i n i n g  an app licant is 
fit, willing, a n d  able to provide u t i l i t y  service, to issue 
that applicant a Certificate of P u blic Conven i e n c e  and 
Necessity. A f t e r  issuance of this c e rtificate the c o m m i s­
sion then regulates the rates, classifications, rules, 
regulations, practices, services, and facilities of a public 
utility, unless it is exempted or deregulated. The c o m m i s­
sion has the a u t h ority to adopt r e gula tions and to h o l d  
formal, quasi- judicial hearings to a c c o m p l i s h  these 
p u r p o s e s .
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REPORT OBJECTIVES, SCOPE, AND METHODOLOGY

In accordance w i t h  the intent of Titles 24 a n d  44 of the 
A l a s k a  Statutes, we have examined the activi t i e s  of the 
A l a s k a  Public U t i l i t i e s  Com mis s i o n  (hereinafter r e f er red to 
as APUC or the commission) to determine if there is a 
demonstrated p u b l i c  n e e d  for its continued e x i s t e n c e  and if 
the commission has o p e r a t e d  in an efficient a n d  effective 
m a n n e r .

Legislative i n t e n t  requires consideration o f  this report 
during the l e g i s l a t i v e  oversight hearings to determine 
w h e t h e r  APUC s h o u l d  be reestablished. The law n o w  specifies 
that the c o m m i s s i o n  w i l l  terminate June 30, 1 9 8 9  and have 
one year from that date to conclude its a f f a i r s .

The policy a n d  audit a p p roa ch utilized by t h e  D i v i sion 
of Legislative A u d i t  for p e r f o r m a n c e  reports c a n  best be 
described as " a u d i t  b y  exception," This m e t h o d o l o g y  focuses 
audit effort o n  areas of an auditee's operations that have 
b e e n  identified b y  a p r e l i m i n a r y  survey as h a v i n g  a high 
degree of p r o b a b i l i t y  for n e e d i n g  improvements.

Therefore, b y  design, finite audit resources a r e  u s e d  to 
identif y wh ere a n d  h o w  improvement can be made, and little 
time is d e v o t e d  to r e v i e w i n g  well-run o p e r a t i o n s  or 
programs. C o n s e q u e n t l y ,  this r e p o r t  highlights those areas 
n e e d i n g  imp rov e m e n t  and does n o t  emphasize t h o s e  operations 
and programs t h a t  are p r o p e r l y  functioning.

Discus sion of the objectives, scope, and m e t h o d o l o g y  of our 
r e v i e w  follows.

Obj ectives

A P U C  was c r e a t e d  to regulate public u t i l i t i e s  so that 
citizens could e n j o y  adeq uate service at the l o w e s t  r e a s o n­
able rates. T h e  p r i m a r y  obje ctive of this audit, therefore, 
was to det ermine w h e t h e r  the p ublic need for t h e  commission 
continues to exist.

The secondary o b j e c t i v e  was to r e v i e w  the commission 's m ajor 
functions, n a m e l y  c e r t i f i c a t i o n  of utilities, tariff 
actions, investig ations, and complaint follow-up for e f f e c­
tiveness in m e e t i n g  the public need. The t e r t i a r y  objective 
was to evaluate these functions in particular, and the 
A P U C ' s  operati ons in general, for economy and e f f i c i e n c y  of 
operation.

Our analysis o f  p ubl ic need, findings and recomm e n d a t i o n s ,  
and our c onclusi ons h a v e  been summarized in the ap prop r i a t e  
sections of this report.
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S c o p e  a n d  M e t h o d o l o g y

The p r i m a r y  emphasis o f  our audit was on the factors o u t­
lined in the Analysis of Public Need section of this report. 
A l a s k a  Statute 4 4 , 6 6.050 requires that these factors be 
c o n s i d e r e d  in the d e t e r m i n a t i o n  of the commission's c o n t i n­
ue d  existence. To a d d r e s s  these areas, we analyzed the  n e e d  
for r egulati on of the v a rious industries, reviewed p e r t i n e n t  
ac a d e m i c  literature, c o n s i d e r e d  the regulatory status  and 
trends nationwide, i n t e r v i e w e d  commissioners and staff, 
r e v i e w e d  APUC's s t a t u t e s  and regulations, contacted the 
State Ombudsman a n d  the Equal Employment  O p p o r t u n i t y  
offices, analyzed c o n s u m e r  complaints against u t i l i t i e s  
filed w i t h  the commission, and r e v iewed decisions m a d e  b y  
the commission.

The effectiveness a n d  eff ici e n c y  of the commission was 
a d d r essed through the above procedures and also by c o n t a c t­
ing and requesting a s s i s t a n c e  from all certificated u t i l i­
ties and by reviewing individual f i l e s .

Our r e v i e w  of decisions, complaints, tariff actions, h e a r­
ings, investigations, and certifications was p e r f o r m e d  
p r i m a r i l y  o n  a sample of FY 88 items. These were s e l e c t e d  
on a judgmental b a s i s  to a l l o w  us to focus on c e r t a i n  
activities and industries.
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ORGANIZATION AND FUNCTION

P ublic utility r e g u l a t i o n  in A l a s k a  has evolved s u b s t a n­
tially since the c r e ation of the Public Services Commission 
(PSC) in 1959. T h a t  three-member body had jurisdiction over 
electri c power, heat, water, gas, oil or other p e t r o l e u m  
p r o d ucts (except by p i p e l i n e ) , telephone or telegraph 
communications, and c o m m unity sewer services. In 1960 PSC 
ga i n e d  r e s p o n s i b i l i t y  for trans p o r t a t i o n  utilities w h i c h  it 
r e g u l a t e d  until the c r e a t i o n  o f  the Al aska T r a n s p o r t a t i o n  
C o m m i s s i o n  in 1966.

PSC was replaced by a three-member A l a s k a  Public Utilities 
C o m m i s s i o n  in 1970. R e g u l a t e d  industries then included 
electrical, telecommunications, water, steam, sewer, gas, 
and p e t r o l e u m  w h e n  no compet i t i o n  existed. A  1973 amendment 
a d d e d  garbage, refuse, trash or other waste to the list. 
Am e n d m e n t s  passed in 1980 p r o vided exemptions from  economic 
r e g u l a t i o n  for cable television services and other utilities 
w i t h  low annual gross revenues as well as establishing a 
p r o v i s i o n  allowing economic d e r e g u l a t i o n  by consumer vote 
for certai n u t i l i t y  groups. W i t h  a bolition of the A l a s k a  
P i p e l i n e  Commiss ion in 1981, j u r i s d i c t i o n  over pipelines 
pa s s e d  to APUC.

In a d d i t i o n  to j u r i s d i c t i o n a l  changes, composition of APUC 
also changed. A l a s k a  Statute 42.05.040 originally required 
one m e m b e r  to be a law school graduate, one to be a u n i v e r­
sity graduate w i t h  a m a j o r  in engineering, and one to be a 
u n i v e r s i t y  graduate w i t h  a m a j o r  in finance, accounting, 
or business administration. Two addition al positions were 
a dded to the c o m m i s s i o n  in 1975 for w h i c h  no special q u a l i­
fications were established. All m e mber s are appoin ted by 
the Governor and c o n f i r m e d  b y  the Legisl a t u r e  for six-year 
t e r m s .

U n d e r  AS 42.05 a n d  A S  42.06, APUC is charged w i t h  the 
r e s p o n s i b i l i t y  to e n sure the furn ishing of adequate service 
to all public u t i l i t y  patrons, w i t h o u t  discrimination, and 
at the lowest r e a s o n a b l e  rates cons istent w i t h  the interests 
of b o t h  the public and the utility. Statutor y provisions 
direct the commission, after d e t e r m i n i n g  an applicant is 
fit, willing, and able to p r o v i d e  u t i l i t y  service, to issue 
that applicant a C erti ficate of P u bli c Convenience and 
Necessity. After issuance of this certificate the c o m m i s­
sion then regulates the rates, classifications, rules, 
regulations, practices, services, and facilities of a public 
utility, unless it is exempte d or deregulated. The c o m m i s­
sion has the a u t h o r i t y  to adopt regulations and to h o l d  
formal, q u a s i-jud icial hea rings to accompli sh these 
p u r p o s e s .
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The staff of APUC is divided into six major functions: 
administration, engineering, commu n i c a t i o n s  carriers, 
consumer protection, finance, and tariffs. In total, APUC 
employs AO people with an o p e r atin g b u d g e t  for FY 89 of 
$3,884,100. A  brief d escription of the services provided 
by those functions follows:

A d m i n i s t r a t i o n . An executive director, h i r e d  b y  the com- 
m i s s i o n , Is r esponsible for d i r e cting  all staff functions 
and acts as a liaison betwee n staff a n d  commissioners and 
b e tween the commission and legislature. He is respon s i b l e  
for records and document management, fiscal and personnel 
administration, and b udget p r e p a r a t i o n  and is a s s isted in 
these duties by an a d m i n is trative assistant, document 
proces sing personnel, and other clerical support staff.

E n g i n e e r i n g . This section is r e s p o n s i b l e  for the i n v e s t i g a­
tion of u t i l i t y  procedures and p r a c t ices a f f e cting  quality 
of service, r e v i e w  of legal descriptions for service areas, 
plans for plant expansion, and p l a n t - i n - s e r v i c e  and d e p r e­
ciation schedules. Their evaluations are p r e s e n t e d  in 
proceedings before the commission.

C ommunications C a r r i e r s . This sectio n was es tabl i s h e d  b y  
1976 legislation to develop, recommend, and a dministe r 
policies and programs w i t h  r e s p e c t  to the r e g u l a t i o n  of 
rates, services, accounting, and facilities of c o m m u n i c a­
tions common carriers w i t h i n  the State involving the use 
of wire, cables, radio and space satellites.

C o n s umer Prot e c t i o n  and I n f o r m a t i o n . M a j o r  r e spon sibilities 
for this section include invest i g a t i o n  and resolu t i o n  of 
consumer complaints, public relations, a n d  i n formatio n 
dissemination.

F i n a n c e . Activ ities carried out b y  this section include the 
examination, analysis, and e v a l u a t i o n  o f  fi nancial s t a t e­
men t s  submitted for rate cases, audits of fi nancial records 
of utilities, e xamination of financial i nform a t i o n  c o m p r i s­
ing histori cal operating year and pro  for ma adjustments, and 
the pr esen t a t i o n  of these analyses at proce e d i n g s  b e fore the 
commission.

T a r i f f . This section examines, analyzes, and investigates 
t a r i f f  filings and presents r e c o m m e n d a t i o n s  to the c o m m i s­
sion at b i w eek ly tariff a ction meetings. A d m i n i s t r a t i v e  
functions include organizi ng those meetings, as w e l l  as 
m e e t i n g  all public n o t i c e  requirem ents on tariff filings 
and m a i n t e n a n c e  of current m a s t e r  tariffs for all utilities.
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R E P O R T  C O N C L U S I O N S

This r e v i e w  contains p olicy issues raised as a resuit of 
our evaluati on of various com mission practices. The final 
policy decisions affecting those prac tices are not within 
the scope of this r eview but require legislative c o n s i d e r a­
tion. In debating these decisions the legislative oversight 
committees should take into c o n sid eration the findings and 
recomm endations presente d in this report to assist them in 
evalua ting the potential impact of any p o li cy changes.

Report Conclusions

In our opinion, the Alaska Public  Utilities Commission is 
operating in an efficient and effective m a n n e r  and should 
continue to regulate public ut ilities and pipelines. We 
believe that the public interest is b eing served by r e q u i r­
ing public utilities and pipelines  to be certificated by 
APUC. This process stabilizes demand for the u t ility 
service by eliminating comp et i t i o n  and thereby allowing 
economies if scale to operate. E c o n o m i c  regul a t i o n  by the 
commission, in place of that competition, ensures that the 
utilities provide adequate service at the lowest reasonable 
r a t e s .

A l t h o u g h  this economic j u s t i f i c a t i o n  is valid for the 
m a j o r i t y  of utilitie s r e g u lated b y  APUC, we evaluated their 
ju r i s d i c t i o n  for potential areas of d e regulation for several 
m a j o r  reasons: (1) to comply w i t h  the intent of sunset
l e gis lation w h i c h  attrib uted public disench antment w i t h  
state govern ment to a p r o l i f e r a t i o n  of that government;
(2) in r e c o g n i t i o n  of the fact that the cost of regulation 
m a y  exceed its benefits; (3) the increas ed demands being 
p lace d on commission resources; and (A) the State's ability 
to provide those resources.

Our analyses r e v e a l e d  several industries w h e r e  regulatio n 
could be elimina ted w i t h  m i n i m u m  n e g a t i v e  public impact. 
Our initial criteria was w h e t h e r  the service was essential 
for m o d e r n  living to the average A l a s k a n  and, if so, w h ether 
the industry oper ated as a n a tur al monopoly. A l t h o u g h  it is 
u n c e r t a i n  w h e t h e r  rates under  d e r e g u l a t i o n  w o u l d  be higher 
or lower, deregulat ion s h oul d p r o v i d e  benefits such as 
competi tive alternatives to existing services and m o r e  
i nnovative services and rate designs. Additionally, s e r­
vices m a y  be p r o v i d e d  in areas n o t  p r e v i o u s l y  served as a 
result of eliminating  the barrier to entry into the m a r k e t­
place that has b e e n  erected by c e r t i f i c a t i o n  and the cost of 
regulation. W hil e refuse collec t i o n  services m a y  be c o n s i d­
ered essential by many, this industry is not a natural

P o l i c y  I s s u e s
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mo n o p o l y  and should not be re gulated (See Rec ommendation  
No. 1A) . Radio c o m m unica tion carriers do not provide an 
essenti al service and also should not be regulated (See 
R e c o m m e n d a t i o n  No. IB). Cable television m a y  be considered 
essenti al by m a n y  and m a y  also be a n a t ural m o n o p o l y  in the 
small and m e d i u m  size towns. However, the statutes have 
created state sanctione d mon opolies w i t h o u t  the companion 
public p r o t e c t i o n  against u n reasonable and discriminatory 
rates an d services. Further, federal law prohibits full 
economic regulation. The State shou ld cease cable c e r t i f i­
cation (See R e c o m m e n d a t i o n  No. 1C).

We are also convince d that small utilities should be e x e m p t­
ed f r o m  econo mic r e g u l a t i o n  on the basis that the cost of 
re g u l a t i o n  l i k ely exceeds its benefits to consumers. We 
further r e c o m m e n d  that the consumers of these exempted 
utilities be a l lowed a r easonable o p p o r t u n i t y  to elect 
economi c r e g u l a t i o n  (See R e c o m m e n d a t i o n  No. ID).

We r e c o m m e n d  that the uti lities owned b y  the M u n i c i p a l i t y  of 
A n c h o r a g e  be exempted from economic regulation. This 
ex e m ption and the c o m p a nion o ppor tunity to elect economic 
r e g u l a t i o n  s h o u l d  be available to A n c h o r a g e  as it is to all 
other m u n i c i p a l  g o vernments  in the State (See Recommendation  
No. IE).

W e  b e l i e v e  that the commission's costs shou ld be fully 
a l l o c a t e d  to consumers, but only to those consumers of 
u t i l ities  w h o  continue to be regulated. W e  consider this 
re g u l a t o r y  funding a p p r o a c h  to be mos t equi table to all the 
State's citizens. It s h o u l d  also e ncourage the elimination 
of a n y  u n w a r r a n t e d  economic regula t i o n  w h e n  combined with 
consumer r e g u l a t o r y  elections (See R e c o m m e n d a t i o n  No. 2).

We r e c o m m e n d  that APUC develop a topical referenc e system 
for c o m m i s s i o n  orders and court decisions (See R e c o m m e n d a­
tion N o . 3) .

A  r e v i e w  of c o m m i s s i o n e r  appointments showed that a p p o i n t­
ment terms expire on the same date for the two consumer 
members. As this s i t u ation  could cause a significant 
d i s r u p t i o n  of commi s s i o n  activity, we r e c o m m e n d  that the 
statute be c h a nged to require the stag gering of these 
ap p oi ntments (See R e c o m m e n d a t i o n  No. 4).
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F I N D I N G S  A N D  R E C O M M E N D A T I O N S

A l a s k a  Statute 42.05 should be amended to eliminate certain 
un n e c e s s a r y  regulatory functions of A P U C .

Public convenience and n e c e s s i t y  require certain services to 
be provided. Such services have t r a d itiona lly included 
electric, telephone, gas, water, and sewer. The natu re of 
these businesses do not lend themselves to competition; they 
are capital intensive and have p e r m an ent physica l c o n n e c­
tions to their customers. The economies of scale of these 
industries are such that one company may be able to serve an 
entire m ar ket at a lower cost than could two or more c o m p a­
nies; therefore, competition could not decrease prices to 
consumers in the long r u n  and w o u l d  only result in w a s t e d  
capital resources through  duplicate facilities. Note that 
this "natural monopo ly" relates not only to the rela tionship 
b e t w e e n  fixed and v a r iable costs but also to the c h a r a c t e r­
istics of the market. As these services are considered 
essential and as the long-run cost is lowest if only one 
company is allowed to serve, a m o n o p o l y  is awarded in the 
form of a Certificate of Public Conve n i e n c e  and N e c e s s i t y  to 
a company that is determined to be fit, willing, and able.

As these services are essential, the demand for them is 
r e l a t i v e l y  inelastic in terms of service price or available 
funds. A  m o n o p o l y  coupled w i t h  inelastic demand can result 
in e xcess i v e l y  h i g h  prices as w e l l  as price and service 
discri m i n a t i o n  betw een consumers. U n c o n t r o l l e d  economic 
power has b e e n  c onsidered economically, politically, and 
socially u n accep table in a democratic society. The a l t e r n a­
tives are to n a t i o n a l i z e  the utilit ies or to regulate their 
services as a substitute for effective competition, w i t h  
r e g u l a t i o n  b e i n g  the pr eferred method. Regu l a t e d  public 
utilit ies are required :o m a k e  s p e c ified service levels 
available at approved rates to all consumers in their 
d e s i g n a t e d  service areas.

In addit i o n  to the concerns over economic power, the public 
interest m a y  also serve to extend r e g u l a t i o n  into situations 
w h e r e  comp etition w o u l d  have signif i c a n t  u ndesirabl e side 
effects on the quality of life in the area. For example, 
c ompet i t i o n  could create a black forest of u t i l i t y  poles or 
the continual digging to bury cables or pipe.

However, it m a y  not be appropriate to e c o n o m i c a l l y  regulate 
all certif i c a t e d  u t i l i t y  companies. For example, the cost 
of r e g u l a t i o n  m a y  o u t weigh its p o t e n t i a l  benefits or the 
consumer's control over service and rates that alre ady 
theore tically exits in that the company is a m e m b e r - o w n e d  
cooperative or it is owned b y  a p o l i t ical subdivision.

R e c o m m e n d a t i o n  No. 1
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Further, overriding all the above considerations, the public 
interest being addressed must represent a substantial 
portion of the State's population; unique situations should 
be addressed at the local level.

While we acknowledge that not everyone will subscribe to 
this theory of regulation, we believe it to be fundamentally 
sound. Utilizing these principles, we analyzed APUC's 
jurisdiction and determined that governmental control in the 
following areas was unwarranted.

A. Alaska Statute 42.05 should be amended to cease certifi­
cation and regulation of companies furnishing collection 
and disposal service of garbage, refuse, trash, or other 
waste material-!

Whether an individual considers refuse collection to be 
an essential service for modern living depends pri­
marily on where they reside in the State. However, 
even essential services should generally not be regu­
lated unless they are natural monopolies. For example, 
we do not believe that essentials such as food and 
clothing should be regulated.

Refuse collection, as with most enterprises, has 
certain economies of scale that affect its operations. 
However, these economies of scale are not such that one 
company can obviously provide the area-wide services 
for a significantly lower ;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 in 
several locations defeats the natural monopoly premise 
in the larger markets. We believe that a natural 
monopoly could occur in this industry in only the very 
small markets and that these do not warrant regulation 
due to the cost to benefit relationship.

Therefore, refuse collection should not be regulated 
unless there are overwhelming negative side effects 
present 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 in 
1985. Further, the Alaska Municipal League has adopted 
a resolution asking that refuse collection be de­
regulated.
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In response to our previous sunset audit recommenda­
tions to deregulate this industry, APUC expressed 
concern over the health and sanitation problems that 
could occur if these companies were removed from their 
jurisdiction. These health and sanitation issues are 
presently under the jurisdiction of local communities 
and also the Department of Environmental Conservation.

There are presently forty-three certificated refuse 
companies; nine of these are economically regulated 
under AS 42.05.711, as they have annual gross revenues 
of greater than $200,000. Although APUC has no time 
sheet data upon which to estimate the cost to regulate 
these forty-three companies, the commission states in 
their FY 88 Annual Report that the time dedicated to 
refuse is excessive relative to agency resources and 
the resultant public benefit, and they recommend that 
this industry be deregulated.

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

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

The commission opened an investigative docket on the 
subject of deregulation of RCCs in 1981 which resulted 
in a 1982 decision to cease economic regulation of this 
industry. The commission cited as justification, among 
other things, that RCC service was not an essential 
service. As RCC service is not essential to the 
average Alaskan, we concur with the commission that it 
should not be economically regulated. We further 
contend that services that are not essential should not 
be certificated.

In that 1982 decision, APUC stated that the certifi­
cation process should be continued to monitor the 
interconnection to the telecommunications network and 
to prevent cross-subsidization of non-monopoly RCC 
services by monopoly local exchange telephone services. 
However, both these concerns can be monitored through 
the continuing processes of certification and economic 
regulation of local exchange services.

Cellular phones are relatively new to Alaska, and APUC 
has not yet decided if or how they should be regulated. 
We understand these phones provide a higher sound 
quality at a higher cost than conventional radio phones 
and over a shorter range; as such, they may be even 
less of an essential service to the average Alaskan.
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Alaska Statute 42.05.711(d) reads as follows: "The
commission, on a finding that no legitimate public 
interest will be served, may exempt a utility from all 
or any portion of this chapter." [Emphasis added.] As 
the 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.

C . Alaska Statute 42.05 should be amended to cease certi­
fication of cable television-.

We do not consider cable television an essential 
service, particularly in view of the large number of 
Alaskans who receive off-the-air network television or 
broadcasts from the Rural Alaska Television Network. 
The premise of "essential" is also defeated by a review 
of the cable television service in Anchorage in which 
large sections of the service area are not yet cabled 9 
years after the certification was awarded. The 1988 
service expansion added only 1 mile of cable for 83 
homes and businesses. While we acknowledge that 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 • a higher elasticity of demand than would an 
"essential" service.

As it is not an essential service, it should not be 
regulated as a public utility. Although the statutes 
do not allow economic regulation, they do require 
certification of the companies. APUC has responded by 
issuing certifications for exclusive service areas. 
This has created state-sanctioned monopolies with 
legally protected service areas, yet the statutes do 
not provide the companion public protection against 
unreasonable and discriminatory rates and services. 
The statute should, therefore, be amended to remove the 
certification requirement.

However, there are many who believe that cable tele­
vision is essential to modern living or that it is 
essential so that we may fully realize our First 
Amendment right of freedom of speech. If it is first 
decided that cable television is essential, then the 
natural monopoly issue must also be considered in the 
regulatory determination.
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We believe that cable television may be a natural mono­
poly in the small and medium-sized towns. A 3 such, 
these may be candidates for economic regulation. 
However, the cost of regulation may outweigh the 
benefits for these small markets. The economic 
regulation that is available is also limited to basic 
services, as the federal Cable Communications Policy 
Act of 1984 prohibits price regulation of the premium 
packages. In the largest cities, the competitive 
environment indicates that there is not a natural 
monopoly present for cable television, thus certifi­
cation and economic regulation is inappropriate.

The federal Cable Act was designed to promote the 
expansion of cable television systems by promoting 
local franchising and limiting rate regulation. This 
law would not allow any rate regulation in Anchorage or 
Fairbanks but would allow basic service rates to be 
regulated in other areas such as Juneau or Homer. It 
does, however, appear to allow us control over the 
possible competitive side effect of duplicate cabling. 
By statute we could require the segregation of cable 
distribution companies and these could be fully regu­
lated. The cable programming could then be opened to 
competition.

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

We also must point out a potential liability to the 
State under the Cable Act if this recommendation is 
implemented. The Cable Act outlines specific criteria 
which must be shown to deny a franchise and the pro­
posed statute amendment would categorically retract the 
certificates (franchise) without this showing. How­
ever, the Attorney General's Office indicated to us 
that the State would prevail in court. We recommend 
that a formal opinion on this potential liability be 
obtained from the Attorney General before this statute 
is amended.

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

Electric, telephone, gas, water, and sewer utilities 
have traditionally been considered essential services 
and are often natural monopolies. Nevertheless, we 
should refrain from economic regulation if its cost
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exceeds the benefits. However, this information is not 
available nor can it be reasonably generated. "Cost" 
would include incremental APUC and utility time and 
materials as well as the effect of project delays on 
long-term rates; this component of the equation could 
be studied and estimated. The "benefits" of regulation 
include a financially stable utility providing con­
sistent service uniformly to customers who are assured 
of equitable rates and services now and in the future; 
this cannot be quantified.

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

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

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

Under $500,000 Under $750,000 Under $1,000,000

Type ... . Util. Customers Util. Customers Util. Customers

Electric 10 819 15 1,990 18 2,691
Telephone -0- -0- 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 commission has no time sheet data
available to correlate these factors.

In concert with an amendment to exempt these smaller 
utilities, the following areas should also be 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 is much too great an obstacle to overcome and 
recommend that an election be called if APUC 
receives a petition demonstrating significant 
consumer interest. For example, the petition
requirement could be set at the lesser of 5% or
500 customers.

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

3. The results of past deregulation elections should 
be honored, thus not requiring a 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 man­
datory economic regulation of certain utilities owned 
by political subdivisions.

Alaska Statute 42.05.711(b) generally exempts utilities 
owned by political subdivisions from economic regula­
tion, unless they so elect. However, it also provides 
that if any of a subdivision's 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 is in the form of 
economy energy sales of electricity and perhaps tele­
phone communication systems. This type of competition 
does not encourage the massive facility duplication or 
the cross-subsidization of rates that a service area 
dispute might. Service area concerns can be adequately 
addressed through the certification process without 
economic regulation.

In conjunction with an amendment to delete this 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. If they choose to "hire" APUC 
to perform this regulatory function in their

• behalf, citizens from all across the State should 
not be forced to pay for that service with General 
Funds (See Recommendation No. 2).

Recommendation No. 2

Alaska Statute 42.05 and Alaska Statute 42,06 should be
amended to more fully- allocate the costs of regulation.

APUC is currently being funded primarily by General Funds 
with a program receipts supplement from partial direct 
allocations of cost. The statutes require the cost of
investigations and hearings to be allocated among the 
parties, including the commission, as is just under the 
circumstances. The commission has traditionally not allo­
cated . costs to itself and has allocated only the hired 
consultant fees, attorney general services, and other 
incremental out-of-pocket costs. In a 1988 decision, the 
Alaska Supreme Court interpreted the present statutes on
cost allocations 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 is 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 its general funding, any approach fails to 
equitably match the regulatory cost to the consumers who 
benefit. General funding may be viewed as a payment by all 
citizens all across the State, while the benefit may accrue 
primarily to consumers in Anchorage. The utilities owned by 
the Municipality of Anchorage have contributed greatly to 
the commission’s workload, yet a significant portion of the 
total cost of the proceedings is paid out of General Funds.

General funding is also less responsive to appropriate 
regulatory levels; in fact, it probably wastes some of the 
State's dwindling resources. Given that there is a regula­
tory cost/benefit break-even point and that certain consum­
ers are given the opportunity to elect full economic regula­
tion, general funding will likely be perceived 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 is passed through to 
consumers could provide a reasonable matching of costs to 
beneficiaries. This assumes tax rates were established by 
utility size, by industry, and by level of regulation. 
However, there would always be inequities.

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, if a tax was designed 
which levied 100% of the commission's costs against the 
pipeline companies and none to the utilities, this approach 
would do nothing to reduce unnecessary regulation of the 
utilities.

Full and direct allocation of the commission's costs pro-- 
vides the most accurate and defensible matching among the 
three alternatives. As such, it would not only be an 
effective method in eliminating unwarranted government 
regulation but it could also make the regulatory process 
more efficient by encouraging adequate and appropriate 
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 program 
should be less than with the tax approach but, of course, 
greater than with the General Fund design. These costs 
could potentially be offset by increased staff efficiency 
through time sheet accountability. We believe the benefits 
of a full-cost allocation program would far outweigh a
slightly higher administrative cost.

Based upon the above, we recommend that the statutes be 
amended to establish a full-cost allocation funding approach 
for APUC. In conjunction with this shift toward program
receipts funding, AS 42.05.651 and AS 42.06.610 should be 
amended, as follows:

1. These statutes should be amended to specify that all 
costs of the 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 interim 
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 is reasonable and just should be 
retained, thus the commission may occasionally absorb 
some costs indirectly and have a need for minimal
General Fund monies.

4. For economically regulated companies, on a case-by-case
basis, the commission should be allowed to determine
whether the costs being allocated are to be passed 
through to the consumers.

Recommendation No. 3

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

The commission is a quasi-judicial agency which issues
decisions based upon finding of fact and conclusions of law.
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These decisions are in the form of written orders that have 
the effect of law and are subject to judicial review.

The commission's orders are filed chronologically and also 
within the docket (case) files. Decisions from the courts 
on appeals of commission orders are filed with the related 
docket. However, no topical cross-reference system is 
maintained.

At present, the best catalog of prior actions is institu­
tional memory. Obviously, such a memory-based system cannot 
provide true access to precedent when needed by commission­
ers, staff, utilities, consultants, and attorneys. A 
cross-reference system would allow analysis by staff and 
decisions by the commission to be made consistently from 
case to case and in accordance with relevant court 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 incorporated 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 initial
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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A N A L Y S I S  O F  P U B L I C  N E E D

The following analyses of commission activities indicate 
both positive and negative factors as they relate to the 
public need factors defined in AS 44.66.050. These analyses 
were not intended to be all-inclusive, but address those 
areas we were able to cover within the scope of our review.

1. The extent to which the board, commission, or program 
has operated in the public interest.

The commission has conscientiously attempted to allow 
only qualified applicants to provide utility services 
and to regulate them in such a manner as to ensure 
adequate service at the lowest 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, including 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 regulation when 
combined with consumer regulatory elections (See 
Recommendation No. 2),

The commission has not developed a topical reference 
system for commission orders and court decisions (See 
Recommendation No. 3). APUC has not been successful in. 
obtaining additional personnel or funding for this 
task.

L i m i t e d  A n a l y s i s
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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 the question of who should pay the cost
of regulation and also presented several options on a
public policy level. However, they placed the emphasis 
on agency funding, rather than on equity to the State's 
citizens or on the potential elimination of unwarranted 
regulation (See Recommendation No. 2).

The commission recommended that the statutes be amended 
to allow interim billing of cost allocations for utili­
ties, similar to that 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 if it were not for our recommendation which 
would effectively allocate these costs on a compre­
hensive basis (See Recommendation No. 2).

APUC also recommended that the exemption scheme at 
AS 42.05.711 be reviewed and revised. We agree and 
have outlined our suggestions at Recommendation No. 1. 
The commission specifically recommended the deregula­
tion of refuse collection.

They requested clarification of AS 42.05.431 which 
establishes the power of the commission to fix rates. 
APUC is uncertain how the dispute resolution procedures 
under subsection (b) could be used to renegotiate 
wholesale power contract rates if the commission finds 
them to be unjust and unreasonable.

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

The efficiency with which public inquiries 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, including an investigation, may be initiated. 
The Office of the Ombudsman also occasionally handles 
utility or APUC-related complaints. We found the 
complaint resolution process to be operating satis­
factorily.

The extent to which a board or commission which regu-
lates entr-v into 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 is fit, 
willing, and able to provide the service. APUC employs
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