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CS FOR SENATE BILL NO. 51A ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the exemption from regulation by

the Alaska Public U tilities Commission of public
utilities owned and operated by political subdi-
visions ."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42.05.711(b) is amended to read:

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

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

tobe subject to this chapter; [AND]

y (2) a utility or electric operating entity that is owned

0
and operated by a political subdivision and that directly competes
with another utility or electric operating entity is subject to this
chapter with respect to the service for which there is direct competi-
tion;- and

(3) a utility furnishing telecommunications service that is

owned and operated by a political subdivision that has a population of
more than 150,000 is subject to this chapter [AND ANY OTHER UTILITY OR
ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE POLITICAL SUBDIVI-
SION IS ALSO SUBJECT TO THIS CHAPTER].

-1- CSSB 514( )



SB 514: "An Act relating to the exemption of municipul utilities
from APUC."

. The commission believes that the changes proposed by SB 514 ore contrary to
fl L sound public policy and, therefore, opposes its enactment. As currently written,
AS 42.05.711(b) sets out the presumption that utilities owned and operated by

political subdivisions are exempt from commission regulation as to rates and

quality of service. Puragraph (2) of this subsection creates an exception in cases

< where such utilities directly compete with another utility. In that instance, the
competing utility as well os all oilier utilities owned by the political subdivision
U . become subject to regulation.

The commission believes that the existence of the current statutory language
provides for a level of public protection which extends beyond the mere
resolution of utility "turf wars." Subsection .711(b)(2) also protects the public
from the possibility of a municipality (or other political subdivision) subsidizing
its utility to thwart competition.

Under regulation, the commission provides reasonable assurance that the
competitive playing field remains level. In the absence of regulation, the
potential for uneconomic competition is real. Consequently, the commission
supports the continuation of subsection .711(b)(2) as sound public policy but
offers the modification described below.

As noted, the current statutory language requires the regulation of all utilities
owned and operated by a political subdivision even if only one of them is found
to be in direct competition with another utility. This provision assists the
monitoring of transactions and cost allocations between utilities to ensure that
cross-subsidization does not occur. The commission is satisfied, however, that
its ability to investigate such issues would not be substantially impaired if
noncompeting utilities owned or operated by political subdivisions were not
regulated as to rates and quality of service.

Since this "catch-all" provision seems to have been the most objectionable, the
commission would not oppose substitute language which still required the
regulation of a competing utility but did not require the regulation of all other
utilities owned by the political subdivision. The commission’s proposed
language is as follows:

gj
g, gi PROPOSED COMMITTEE SUBSTITUTE FOR SB 514
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or more public utilities owned and operated by political subdivisions
of the state, are exempt from this chapter, other than AS 42.05.221 -
Cr AS 42.05.281 and AS 42.05.385. However,
3 C
E o Q) the governing body of a political subdivisiestmay
to be subject to this chapter; and
£ o
« u
& W
a
o $



Position Pnper
SB 514
Page Two

2 a utility or electric operating entity that is owned and
operated by a political subdivision and that directly competes with
another utility or electric operating entity is subject to this chapter
[AND ANY OTHER UTILITY OR ELECTRIC OPERATING ENTITY
OWNED AND OPERATED BY THE POLITICAL SUBDIVISION IS
ALSO SUBJECT TO THIS CHAPTER].

5

Lairy Merculieff, Commissioner

Date: ~VN/
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OFFICE OF THE MAYOR
March 12, 1990

Economic Self-Regulation
HB 549 and SB 514

Municipality of Anchorage Support

Last summer, the Municipality of Anchorage held public hearings prior to passing
an ordinance self-regulating its utilities. The process began in June and ended
August 15, 1989. The APUC was aware of this effort yet never provided any
testimony objecting to self-regulation.

The Assembly and the ffeyor unanimously support economic self-regulation. The
utilities also agree the Alaska Statute should exempt Anchorage just as all
other municipal public utilities are exempt. The border dispute between ML&P
and Chugach Electric has been resolved for over 5 years yet the Statute has been
unchanged. Ihe control is left in the hands of the APUC not with the
Municipality of Anchorage.

Borne Rule Issue

The State Constitution supports Borne Rule. This issue is at the heart of self-
regulating Anchorage utilities. The Municipality of Anchorage must be allowed
to be exempt from APUC regulation. Local control is supported by the
Legislature.

Public Policy, Consumer Protection

Elected officials, the Anchorage Assembly, will determine economic issues such
as rate changes. They are not a bureaucratic state agency but a group of
locally elected officials accountable to tie public, the consumers. All other
municipalities in Alaska are exempt from economic self-regulation.

Utility Regulatory and Mvisory Commissions

Under self-regulation, these commissions in Anchorage review and make recommen—
dations to the Mayor and Assembly on regulatory matters. Thirty-one (31) mem—

bers of the public sit on these commissions and hear from the consumers and the

public cn utility natters. A very public friendly process. Not quasi-judicial

like the APUC.

Cost Savings

The MDA estimates savings of over $3 million over the next 4] years. The APUC
has stated cost savings of 10%. We believe that Anchorage area utility matters
consume in excess of 40% of the APUC"s staff and budget.

The Legislative Budget and Audit Committee recommended exempt ng Anchorage from
APUC 1in a February 1989 report. 1In response to the Legislative Budaet and Audit
Committee report, the APUC agreed.



\', MUNICIPALITY OF ANCHORAGE

ASSEMBLY MEMORANDUM

No.

Mooting Date: Sepeembsr 12, 1989
Fzoxxu M«y°*

Subject; Assembly Resolution Nc. AR 89-152(3) Amending the Code
of Regulations and Adcpniag Municipal Regulations 4.70
and 4.80 Relating to Rules of Procedure for the
Anchorage Utility Advisory Commissions and Anchorage
utility Regulatory CommLaeion, Respectively

The subject resolution has bean resubmitted for Anchorage
Assembly approval pursuant to Anchorage Municipal Code 3.40.040
and In conjunction with the Aa&umsly approving AR No. 89-113 and
AO No. 89-51(3-3) pertaining to economic self-regulation of
municipal public utilities. 1-Ocognising that effective self-
regulation requires the implementaoion of certain uniform rules
of procedure by the advisory an: regulatory commissions, the sub-
ject resolution and associated ruiss of procedure are submitted
for Assembly consideration and approval.

Regulation F,.70 sets forth procedures applicable to regular and
special meetings conducted by t;-» municipal advisory commissions
at which ongoing utility mattere are systematically addressed,
and procedures applicable to public hearings on matters cf perma-
nent rate increases and custom*:: complaints per AMC 3.40 and
3.60, respectively, and on otr.-sr matters as provided for per
AMC 4.70.010. Particular consideration is given the public in
permanent rate and complaint matters due to the direct effect
decisions made iIn these areas have on the utilities* customers.
Such consideration in matters of permanent rates is reflected in
the public notice provisions of 1.70.404 and throughout Articles
I, 1V and V which specifically address the public hearing
process, 1including filing requis“&ents and public participation
in the permanent rate and associated cost-of-servica and rate

design processes, Special provision is made for abbreviated
filings, where applicable and sp”~isl contracts to ensure appro-
priate review within shorter and specific timeframes. As indi-

cated iIn 4*70.402, applications for review of complaint matters
shall be reviewed iIn accordance with the administrative adjudica-
tion procedures in AMC 3.60,

Regulation 4.80 sets forth procedures applicable to meetings con-
ducted by the regulatory commission at which primarily rata mat-
ters would be addressed, and procedures for reviewing
recommendations received from the advisory commissions on rate
matters, Discretion is afforded rhe regulatory commission to
make its own recommendation, ax.:i.v;-anied by draft ordinance,



based solely on the review of tha racord as developed before the
advisory commissions and med= available to it, or upon a public
hearing conducted by the regv .atcry commission itself, The same
consideration given the publi. r.n_the advisory commission regula-
tions apply to, and appears Tfisoughout the regulatory commission
regulations, particularly with respect to noticing and
participatory provisions and t"lroughout Articles ill, 1i1v and V.

Municipal Regulations 4,70 tud 4.80 are designed to provide a
framework within which the ~jtoctive advisory and regulatory
commissions can be relied y:.—; to function both responsibly and
effectively iIn asaicting tno Municipal Assembly 1in regulating
municipal public utilities.

Municipal Regulations 4.70 and 1.SO reflect the coordination and
cooperative efforts of the administration, municipal utilities,
and the utility commission? The Administration recommends
approval of AR No. 85-152(3) .-.dogfcing Municipal Regulations 4.70
and 4.80 relating to advisory -2rid regulatory commirsions rules of
procedure.

Concur:
Larry W, drawfora'0 Lae a. Nunn, Executive Manager
Municipal Manager Enterprise Activities

Respectfully submitted,

Mayor

"6 /comm



Submitted by: Mayor Tom Fink
Prepared by: Enterprise Activities
For Reading- September 12, 1989

ANCHOR* 52, ALASKA I~ JUer
AR NC a;-242(5)

A RESOLUTION OF THE MUNICIPALJ"1 OF ANCHORAGE, ALASKA, AMENDING
THE CODE OF REGULATIONS AND AU PTIJfO REGULATION 4.70 RELATING TO
THE ANCHORAGE UTILITY ADVISOR> COMMISSIONS* RULES OF PROCEDURE

AND REGULATION 4,80 RELATING T( ANCHORAGE UTILITY REGULATORY
COMMISSION®S RULES OF PROCEDURE.

THE ANCHORAGE MUNICIPAL ASSEMBLE RESOLVES:

WHEREAS, the Municipality of Anchorage adopted Assembly
Resolution No. 89-113 on Au<w*t 15, 1989 exempting itself,
pursuant to Alaska Statute 42.C~.721(b), from economic regulation
by the Alaska Public Utilities Commission; and

WHEREAS, the Anchorage Municipal Code 3.40.040 requires
that regulations adopted by mun c..pal commissions for purposes of

governing 1its procedures be approved by resolution of the
Assembly to be effective.

NOW THEREFORE, BE |IT RESOLVED by the Assembly of the
Municipality of Anchorage, Alaska, as follows:

Section 1. The Assembly hereby finds and concludes that
it would "Bear serve the interests of the citizens of Anchorage
and the customers of the Anchor -.ga municipal public utilities if
uniform rules of procedure we:t -idopted and approved for the

Anchorage Utility Advisory Comm. s.-fions and the Anchorage Utility
Regulatory Commission.

Section 2. Based on. its bindings, the Assembly hereby
amends thiHSocle of Municipal ReM.-.Lations to read as follows:

Regulation 4.70
ANCHORAGE UTILITY ADVISORY COMMISSIONS
RULES OF PROCEDURE
Sections:
ARTICLE 1 — OFFICERS

4.70.101 Chair and vice-chair.
4.70.102 Secretary.

ARTICLE 11 — MEETINGS

Ail 8C6-09



4.80.5"* Rate design.

Each municipal public utility shell submit appropriate justi-
fication for and analysis ci changes to the rate structure as
such relate to its pricing 003active*.

Section 3. This resolution shall become effective imme-
diately upon passage and fcyprvwal by the Anchorage Municipal
Assembly.

P/DENNXS-DENNIS12/Cia



MUNICIPALITY OF ANCHORAGE

Proposed Bill to Exenpt MOA From Economic Regulation

by Alas.ca Public Utilities Commission
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SUMMARY

Current statutes allow municipal pub: ic utilities to be exempt from economic
regulation by the Alaska Public Utilicies Commission (APUC). Due to the border
dispute between Municipal Light and Power (ML&P) and Chugach Electric
Association (CEA) the utilities of the Municipality of Anchorage (MOA) were sub—
ject to regulation. The border dispute and competition between ML&P and CEA has
been resolved and there is no need for economic regulation by APUC since the
Municipality can regulate the utilities. Ilhe current statute does not make it
clear as to how the municipal public utilities become exempt.

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

0 The proposed changes have no effect on tho regulation of rural electric
association®s or investor-owned utilities.

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

0 Anchorage®s municipal public utilities are the only ones in the state now
regulated.

0 APUC regulation would still exist for service areas, joint use and inter—
connection.

0 Additional regulation above the Administration and the Assembly is unnec—
essary and a wasteful resource.

0 A significant cost savings for the State and the Municipality would be
achieved.

0 The MUA has an ordinance and rules of procedure to self-regulate its muni—
cipal public utilities that involves the public and exceeds the level of

APUC/public review.

SELF-REGULATICN PROCESS OF THE MUNICIPALITY OF ANCFfDRAGE

Economic regulation of utilities by the Municipality of Anchorage requires the
utilities to prepare justification for presentation to the public at hearings
held by the citizen commissions established to advise and another regulatory
commission to review recommendation by the utilities. The regulatory com—
mission includes a member from the four advisory commissions and three members
drawn from the general public. The Assembly has the final authority over econo—
mic regulation and rate changes require a public hearing by the Assembly.

The Administration and the Assembly will regulate the utilities quicker and at
less cost than the lengthy and costly proceedings before the APUC.

(See attached chart)

-1 -



Proposals From Utilities

= Revenue Requirements Study
<Revenue Deficiencies

0 Cost of Service Study

0 New Tariff Offerings

=Special Contracts

Anchorage Utilities

Anchorage Telephone Utility

Anchorage Sewer Utility

Anchorage Water Utility

Municipal Light and Power

Anchorage Refuse Collection
Utility

Anchorage Solid Waste Disposal
Utility

" BH201

MUNICIPALITY OF ANCHORAGE

Economic Self-Regulation Flow Chart

Determinations by
Commissions
0 Public Hearings
0 Review and Recommendations
of Rates, Regulations and
Policies

0 Findings and Conclusions

<Cbmplaints

Anchorage Commissions

Mvisory:

Anchorage Telephone Commission

Approval by Assembly

0 Public Hearings

0 Ordinance Submitted by
Mayor

0 Assembly Approval of Rates,
Contracts and Regulations

Anchorage Water and Wastewater Commission

Municipal Light and Power Commission

Anchorage Solid Waste Services Commission

Regulatory:

Anchorage Utility Regulatory Commission



TITLE; Municipal Utility Self-Regulation
SPECIAL LEGISLATIVE REQUEST;

Revisions to the state statutes limiting the power of the APUC to regulate rates
and clarifying Anchorage 3 r;ght to exempt its municipal utilities from economic
regulation by the APUC.

BACKGJIRCXINP/JUSTIFICATICN:

Alaska Statute 42.05.711 currently provides that public utilities owned and
operated by municipalities are exempt from economic regulation by the Alaska
Public Utilities Commission unless they choose to be regulated or direct com—
petition is found to exist between a municipally-owned public utility and

another public utility. |If direct competition is found to exist, AS 42.05.711
directs tnat all of the municipally-owned public utilities are subject to econo—
mic regulation by the APUC. The Municipality of Anchorage believes that AS
42.05.711 should be amended to eliminate the "direct competition”™ exception to
economic deregulation, thereby limiting APUC rate regulation to those municipal
utilities who specifically choose to be regulated.

1. The Municipal Light and Power Department/Chugach Electric Association boun—
dary dispute, which precipitated the onset of AS 42.05.711, has been
resolved.

2. Whether or not a municipal public utility is subject to economic regulation
by the APUC, the APUC retains jurisdiction per AS 42.05.221, over such mat—
ters as wasteful duplication of facilities where direct competition within
the same service area occurs (as was the case before the ML&P/Chugach
Electric boundary settlement dispute).

3. Goncems over the potential for cross-subsidization between municipally-
owned utilities are unnecessary because (a) the Anchorage owned public util—
ities are independently operated and by Charter must have separate books of
accounts, (b) the Mayor and Assembly are directly accountable to the voting
public, (c¢) the pubLie and its consumer representatives have the right to
participate in the ratemaking process under economic self-regulation, and
() all rate decisions are eligible for judicial review in the Alaska Court

System.

A legislative priority is to remove the "direct competition”™ exception from the
statute, thereby allowing Anchorage, absent its consent, to regulate the ratos

of its utilities and allow for adequate rates of return for its respective util—
ities.

STAFF CCNTA2T: Will Gay, Acting Executive Manager,
Enterprise Activities, 343-4906

12/18/89



Offered:
Referred:

Original sponsors:

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

A BILL

For an Act entitled: "An Act related to municipal utility self-regulation.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

Article 10. General Provisions.

Section Section:

711. Exemptions 720. Definitions

712. Deregulation ballot 721. short title

Sec. 42.05.711. Exemptions.(a) The provisions of this chapter do not apply
to a person who furnished water, gas or petroleum or petroleum products by tank,
wagon, or similar conveyance, unless the person is thereby supplying water, gas,
petroleum or petroleum products to a public utility in which the person has an
"affiliated interest.”

(0] Except as otherwise provided in this subsection, public utilities owned
and operated by a political subdivision of the state, or electric operati-g
entities established as the instrumentality of two or more public utilities
owned and operated by political subdivision? of the state, are exempt from this
chapter, other than AS 42.05.221 - 42.05.281 and 42.05.385. However,

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

1(2) A UTILITY OR ELECTRIC OPERATING ENTITY THAI 1S OfcNED AND OPERATED BY A
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POLITICAL SUBDIVISION AND THAT DIRECTLY COMPETES WITH ANOTHER UTILITY OR
ELECTRIC OPERATING ENTITY IS SUBJECT TO THIS CHAPTER AND ANY OTHER UTILITY OR
ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE POLITICAL SUBDIVISION IS
ALSO SUBJECT TO THIS CHAPTER.]

(c) The ownership in whole or part, of the corporate stock of a public
utility does not make the owner a public utility.

(d) The commission, on a finding that no legitimate public interest will be
served, may exempt a utility from all or any portion of this chapter.

(e) Notwithstanding any other provisions of this chapter, any electric or
telephone utility that does not gross $50,000 annually is exempt from regulation
under this chapter unless 25 percent of the subscribers petition the commission
for regulation.

() Notwithstanding any other provisions of this chapter, any electric or
telephone utility that does not gross $325,000 annually may elect to be exempt
from the provisions of this chapter other than AS 42.05.221 - 42.05.281 under
the procedure described in AS. 42.05.712.

(@ A utility, other than a telephone or electric utility, that does not
gross $100,000 annually may elect to be exeitpt from the provisions of this
chapter other than AS 42.05.221 - 42.05.281 under the procedure described in
AS 42.05.712.

(h) A cooperative organized under AS 10.25 may elect to be exempt from the
provisions of this chapter, other than AS 42.05.221 - 42.05.281, under the pro—
cedure described in AS 42.05.712.

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

refuse, trash, or other waste material and has annual gross revenues of $200,000
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or less is exempt from the provisions of this chapter, other than the certifi—
cation provisions of AS 42.05.221 - 42.05.281, unless 25 percent of the sub—
scribers representing 25 percent of the gross revenue of the utility petition
the commission, for regulation.

(J) The provisions of this chapter do not apply to sales, exchanges or gifts
of energy, to an electric utility certificated under this chapter when the energy
which is the subject of the sale, exchange or gift is waste heat, electricity,
or other energy which is surplus or the by-product of an industrial process. In
an area in which no electric utility is certificated for service, energy pro—
vided by sale, exchange or gift may be provided to any utility which is cer—
tificated for service to that area. A contract for the sale, exchange or gift
of energy exempt under this subsection does not make the supplier a public uti—
lity, and does not transfer the responsibility to provide utility services from
a certificated utility to any other person.

(& A utility which furnishes cable television service is exempt from the
previsions of this chapter other than AS 42.05.221 - 42.05.281 unless 25 percent
of the subscribers petition the commission for regulation.

(1) A person, utility, or cooperative that is exempt from regulation under
(@ or (d - (kK of this section is not subject to regulation by a municipality
under AS 29.35.060 and 29.35.070. (86 ch 113 SLA 1970; am 83 ch 76 SLA 1973;
am 88 ch 83 SLA 1980; am &87 - 9d 136 SLA 1980; am &89 ch 59 SLA 1982; am 81
ch 30 SLA 1983; am &68 ch 74 SLA 1985; am &1 ch 80 SLA 1985; am &2 ch 107 SLA

1986).



Offered:
Referred:

Original sponsors

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

A BILL

For an Act entitled: "An Act related to municipal utility self-regulation.”
BE IT ENACTED BY TOE LEGISLATURE OF TOE STATE OF ALASKA:

Article 10. General Provisions.

Section Section:
711. Exemption 720. Definitions
712. Deregulation ballot 721. short title

Sec. 42.05.711. Exemptions, (&) The provisions of this chapter do not apply
to a person who furnished water, gas or petroleum or petroleum products by tank,
wagon, or similar conveyance, unless the person is thereby supplying water, gas,
petroleum or petroleum products to a public utility in which the person hcS Qn
"affiliated interest.”

()] Except as otherwise provided in this subsection, public utilities owned
and operated by a political subdivision of the state, or electric operating
entities established as the instrumentality of two or more public utilities
owned and operated by political subdivisions of the state, are exempt from this
chapter, other than AS 42.05.221 - 42.05.281 and 42.0.1.385. However,

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

[(2) A UTILITY OR ELECTRIC OPERATING ENTITY THAT 1S OWNED AND OPERATED BY A
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POLITICAL SUBDIVISION AND THAT DIRECTLY COMPETES WTiH ANOTHER UTILITY OR
ELECTRIC OPERATING ENTITY 1S SUBJECT TO THIS CHAPTER AND ANY OTHER UTILITY OR
ELECTRIC OPERATING ENTITY OWNED AND OPERATED BY THE POLITICAL SUBDIVISION IS
A1SO SUBJECT TO THIS CHATTER.)

(c) The ownership in whole or part, of the corporate stock of a public
utility does not make the owner a public utility.

(d) The commission, on a finding that no legitimate public interest will be
served, may exempt a utility from all or any portion of this chapter.

(e) Notwithstanding any other provisions of this chapter, any electric or
telephone utility that does not gross $50,000 annually is exempt from regulation
under this chapter unless 25 percent of the subscribers petition the commission
for regulation.

() Notwithstanding any other provisions of this chapter, any electric or
telephone utility that does not gross $325,000 annually may elect to be exempt
from the provisions of this chapter other than AS 42.05.221 - 42.05.281 under
the procedure described in AS. 42.05.712.

(@ A utility, other than a telephone or electric utility, that does not
gross $100,000 annually may elect to be exempt from the provisions of this
chapter other than AS 42.05.221 - 42.05.281 under the procedure described in
AS 42.05.712.

(h) A cooperative organized under AS 10.25 may elect to be exempt from the
provisions of this chapter, other than AS 42.05.221 - 42.05.281, under the pro—
cedure described in AS 42.05.712.

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

refuse, trash, or other waste material and has annual gross revenues of $200,000
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or less is exempt from the provisions of this chapter, other than the certifi—
cation provisions of AS 42.05.221 - 42.05.281, unless 25 percent of the sub—
scribers representing 25 percent of the gross revenue of the utility petition
the commission for regulation.

(J) The provisions of this chapter do not apply to sales, exchanges or gifts
of energy to an electric utility certificated under this chapter when the energy
which is the subject of the sale, exchange or gift is waste heat, electricity,
or other energy which is surplus or the by-product of an industrial process. In
an area in which no electric utility is certificated for service, energy pro—
vided by sale, exchange or gift may be provided to any utility which is cer—
tificated for service to that area. A contract for the sale, exchange or gift
of energy exempt under this subsection does not make the supplier a public uti—
lity, and does not transfer the responsibility to provide utility services from
a certificated utility to any other person.

(k) A utility which furnishes cable television service is exempt from the
provisions of this chapter other than AS 42.05.221 - 42.05.281 unless 25 percent
of the subscribers petition the commission for regulation.

(D) A person, utility, or cooperative that is exempt from regulation under
(@ or (d) - (k) of this section is not subject to regulation by a municipality
under AS 29.35.060 and 29.35.070. (86 ch 113 SLA 1970; am &3 ch 76 SLA 1973;
am 88 ch 83 SLA 1980; am &7 - 9d 136 SLA 1980; am &89 ch 59 SLA 1982; am 81

ch 30 SLA 1983; am 8§68 ch 74 SLA 1985; am 81 ch 80 SLA 1985; am &2 ch 107 SLA

1986).



Alaska Municipal League

Policy Statement
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Adopted at the Business Meeting
of the 39th Annual Local Government Conference
of the

ALASKA MUNICIPAL LEAGUE
Juneau, Alaska
November 17,1989
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A PERFORMANCE REPORT ON THE
DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT
ALASKA PUBLIC UTILITIES COMMISSION

February 14, 1989

Audit Control Numbar

08-1334-89-R

Commissioner, Department of
Comnerce and Economic Development Larry Merculieff

Deputy Commissioner, Department of
Commerce and Economic Development Jeffrey W. Bush

Members of the
Alaska Public Utilities Commission

Chairperson Susan M. Knowles
Member Carolyn S. Guess
Member Peter Sokolov

Member Louis E. Agi

Member Kathleen L. Whiteé&ker

oTAT* e» AkA«KA 0"V*MCN UALtkATIVe AuMT
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THE LEGISLATURE
a0 Ao AT CO* U/

February 21, 1989

Members of che Legislative Budget
and Audit Commit:tea:

In accordance with the provision* of Tittle* 24 and 44 of the

Alaska Statutes, the attached report is submitted for your
review.

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

February 14, 1989

Audit Control Number

08-1354-89-R

The objectives of this audit were to examine the activities
of the Alaska Public Utilities Commission to determine if
there is a demonstrated public need for its continued
existence and i1f che commission has been operating in an
efficient and effective manner.

The audit was conducted in accordance with generally accept—
ed governmental performance auditing standards. Audit scope

and methodology are discussed in che Report Objectives,

Scope, and Methodology section of this report. Audit
result* may be found in the Report Conclusions, Findings and
Reccueadatlonfl, and in che Analysis ox Public Need sections
of this report.

iUndy ™ Welker, CPA
Legislative Auditor
Division of Legislative Audit



Webaliave that cabla celavtiion may ba « natural mono-
poly tn tha smll and madiun-sirad towns. a« such
these a*y be candidate* for economic regulation*
Severer, the coiC of regulation any oucwttgh chi
benefit* Tfop. these small markses. The aconomic
regulation CH|C iIs available 1* also limited co basic
services, «s chi Tfederal Cable Communications Policy
Ace ~f 1984 prohibic* price regul/Ation of eha premium
packages. In tha 1argasc cicius, chi competitive
environment indicacia chac char* 1is noc a natural
monopoly prisinc for cabli television, chua cereifi-
catlon and aconomic raguladon i* i1napproprlaci.

Tha fadaral Cabli Acc was designed Co promoca cha
axpanslon of cabli television syacima by promoting
local franchising and Halting raci ngulation. This
law would noc allow any raci raguladon in Anchoraga or
Fairbanks buc would allow baaic aarvica raeia to ba
ragulacid 1In ochar arias such aa Junaau or Homer. It
does, however, appiar co allow ua control ovir chi
possible coapaclciva side affice of duplicaci cabling.
By scacuca wa could ncuin chi aigrigaclon of cabli
distribution companies and chisi could ba fully regu-
lacid. The cabli programming could chan bi opamd co
coopiticion.

In summary, regardless as co whiehor or noe cable
ealivislon 1i1s viewed as essential, wo recommended chac
che present certification requiraminc be deleced from
che seacute. To the extent chat this service is deemed
essential, municipal franchising or certification and
regulation of discrlbucion-only companies should be
considered.

We also lavac point out a potential liability co ehe
Stace under ehe Cable Act if chis recomaendaelon is
implemented. The Cable Ace outlines specific crlcerla
which tnuee be ahown co dany a franchise end che pro-
posed statute amendment would categorically ratract che
certificates (frtnchise) without chia showing. How-
ever, the Attorney General®s Offica 1iIndicacad to us
Chet the State would prevail 1iIn court. We recommend
Chet e formal opinion on this potential liability ba
obtained from the Attorney General befora this stacuta
Is amended.

D. Alaska Statute 42.05 should be amended to exempt tha
smaller utilities £ronfaconomlc regulation.

Electric, telephone, gas, water, and sewer utilities
have traditionally baan considarad assantial sarvilces
and are often natural monopolias. Nevertheless, we
should rafrain from aconomic regulation if its cost

re»»i tutcu -11- Ul«rOOKT1V« AWAMT
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exceeds ehe benefits. However, chi* information i* noc
available nor ctn Ic b« reasonably generated. "Co*c"
would 1include incratcmeal APUC and utility elm* «nd
materials as well «e eh* efface of project delays On
lon*-eem recast chi* cotaponant of eh* «quacion could
ba studied and eseinaced. Tha "benefice” of raguladon
includa a financially seabla ucilicy providing con-
siscanc sarvic* uniformly co cueeoaers who ar* assured
of aquicabla races and aarvicas now and in ehe future i
chic cannoc ba quancifiad.

Neverthalaes, in considaracion of eh* Scat*"* dwindling
raaourca* and tha public’* diaanchancmanc with cha
prolifaracion of seat* government,, wa baliava that ic
iIs appropriaca for u* co presume chac cha cost of
raguladon praaancly exceeds 1ic* banofle* for many
smaller utilities and chac cha gross ravanua exemption
lavals provided iIn cha scacucas should b* raised.

Alaska Statute 42.05.711 exempts electric and calaphona
utillcias with gross ravanuas under 950,000 from
certification and aconomic regulation. Ic also allows
a utility"s consumers co elect aconomic deregulation
r- "lves, alactric or telephone utilities with
<25,000 In annual gross ravanuas, and for
-*iity which does noc gross 9100,000 annually. Va
~"os* chac an across-ehe-board gross revenue-based
exaapcion from economic raguladon ba ascabliahad.
Three options are prasanced in ehe following cable. Ic
was prepared based upon APUC"s FT 88 Annual Report and
represence all uciliciaa chac are currently economi-
cally regulated wich cha exclusion of ch* industrial v*
hav* racotmnended for cacegorical deregulation.

Number of affaccad utilities and cuscomars, based upon
gross revenues:

Under 9500.000 Under $750,000 Under $1,000,000

Tze«  Ucll. Cueeomere Util. Customers Util, tuacomers
Electric 10 819 15 1,990 18 2,691
Telephone -fl- -0- 1 343 2 863
Cas -0- -0* “0* -0- 1 908
Water 22 3,715 22 3,715 22 3,715
Sewer 2 15 3 382 3 382
Tocal Jtl Sum

Percent -¢ y s L1s U1 m

The above perctnc calculation* represent cha reduction
in che coverage of economic vregulation under each
revenue scenario) however, we caution che inference
from ehe cable chac APUC"s workload would decrease

*TAT3 «r AMIMA 12* OlVIek« M LASEREMINAC Akt
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proportionate co che decrease in che number nt
utilities. While there certainly should be toml
relationship che co«isaion hasno elm# «h«cc daea
available co correlate these ftecor*.

In cfoncert vlich an amendment co exempt cheat smaller
utilities, cha following areas ahould also bt ad-
drtasad:

1. Tha ptcicion provision which allows customers co
request economic raguladon of exempted utilities
should be amended. Alaska Statute 42.05.711
presently requires 251 of an exempted utility"s
subscribers co sign che petition, we believe chac
this i1s much coo greae an obstacle Co overcome and
recotmnend chac an election be called 1f APUC
receives a petition demonstrating significant
consumer Inceresc. For example* the petition
requirement could be set at the leaser of 5Z or
500 customers.

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

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

4. The customers who continue che 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-
dacorv economic regulation of certain utilities owne?
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, ic also provides
that 1f any of a subdivision®s utilities directly
competes with any other certificated utility then ail
the subdivision 8 utilities shall be economically
regulated. We presume the intent of this provision was
to eliminate the wasting of resources from Tfacility
duplication resulting from che then ongoing electric
service area dispute as well as preventing che cross-
subsidization of races which might accompany such a
dispute. The only utilities falling under this pro-
vision, at present, are owned by che Municipality of
Anchorage.

-13- oivimm 90 kKitnunva aw#«t



Tha Aachoraga service area diapuea haa baan raaolvad
and ch* praaanc day compaddon 1ia iIn cha fora of
aconomy energy salaa of alaccricity and parhapa cela-
phona communication systems. Thia eypa of compadtion
doaa noc”ancouraga cha oaaaivrs facilicy duplication or
cha croaa-aubaidlzacion of ra“caa chac a sarvica area
diapuea aighc. Service area coneama can ba adaquataly
addrasaad chrough cha carcificacion procaaa wichouc
aconctaic raguladon.

In conjunction vlch an amandmane co dalata chla man*
datorv economic regulation, cha folloving areaa should
alao ba addraasad:

1. Tha utilitiea previously regulated by APUC due co

coopacicion should c icinue co ba so regulated
unlasa rejected by che governing body.

2. A governing body should ba allowed to withdraw a
previous election.

3. The consumers who, chrough thair local government,
have chosen co concinue ehe banafies of APUC"s
aconomic regulatory oversight should ba expected
to pay for this service. Specifically, cha
Municipality of Anchorage Assembly should decide
whachar chair ucllleias should ba regulaead
locally or by APUC. If they choose co "hire"™ APUC
to perform this regulatory function 1In chair
behalf, cidzens from all across cha State should
not be forced co pay for chac sarvica with General
Funds (Sea Recommandsdon No. 2).

Recommandsdon No. 2

Alaska Statute 42.05 and Alaska Statute 42.06 should ba
amended co aort Zullv allocaca cha coata of raguladon™

APUC 1is curranely baing fundad primarily by Ganaral Funds
with a program recaipes supplement from partial diracc
allocation* of coat. Tha statutes require cha cosc of
invaaCitation* and hearings co ba allocated among cha
parties, including cha commission, as 1Ha jusc under cha

clreumstt&e**. Tha commission has traditionally not allo-
catedcose* co icsalf and has allocatad only cha hirad
consultant faaa, accornty ganaral sarvlcas, and ochar
increoancal out-of-pockac costs. In a 1988 daciaion, cha

Alaska Suprama Court 1incarpracad cha present seacueas on
cose allocations co disallow attorney ganaral sarvicas. Tha
courc also ramandad cha cast back co cha commission co
dacarmlne whae porclon of cha cose allocation chay should
absorb.
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Basic faimeee prescribe* chic only the coneumers; who
benefie from ehi regulatory services provided by APUC should
pay cha e*sc of chii service. This is the "user Twee"
concept of funding. A Tfunding oochod should also be de-
signs* to illov reeponsive adjustment* co be made iIn the
level of*ragulaeion as dosirsd by consumer*. With ch«s«
cricsrii in mind, v« hivo briefly commenced on three Predom-
inies Alctmscivos.

To eht excenc of 1its general funding, 1iny ipproich Ffills co
equicibly match eht ragulicory cose Co chs consumsrs who
bsnsfie. Gsnsril funding oiy be visvsd is a payment by ill
citizen* all across chs State, whils chs bsnsfie may 1iccrus
primarily to consumsrs in Anchorags. Tha uciliciss ownsd by
chs Municipalicy of Anchorags havs contributed grsatly co
chs commission®s workload, ysc a significant portion of chs
cocal cose of chs procsadings is paid oue of Ganaral Funds.

Ganaral funding 1is also lass rasponslva co appropriaea
ragulacory levels» In face, 1ic probably wastas soma of cha
Scats®"s dwindling rssourcas. Givan chac chars i1s a ragula-
*»ry cost/banafle braak-avan point and chac csrtaln consum-
ers ara givan cha opportunity co alace full aconomic ragula-
elon, ganaral funding will likaly ba parcalvad as payment by
"seasons alsa" with cha rasulc chac raguladon will always
bo axeanded past chis braak-avan poinc. Thus, govammanc is
providing an unnscsssary sarvica.

Funding of APUC chrough a gross rscaipcs tax lavisd againsc
cha wucilielas and pipalinas chac la passad chrough co
consumers could provida a reasonable matching of coses co
bancflclarlas. This assumas cax races vara established by
uciliey size, by 1industry, and by level of regulation.
However, chara would always be inequities.

This tax approach would ba responsive co ragulacory ncsds
only co cha extent chac ehe matching 1iIs accurate. Hovavsr,
taxation has traditionally focused on ability co bear rather
chan resource utilisation and, thus, such a funding approach
may noc ba responsive. For example, if a tax was designed
which levied 1001 of cha commission®™s coses againsc cha
pipeline companies and none co cha utilities, chis approach
would do noching co reduce unnecessary raguladon of cha
udlldes.

Full and dlracc allocation of cha commission®s coses pro-
vides cha mosc accurate and defensible matching among cha
chraa alternatives. As such, 1i1c would noc only ba an
affacclva machod i1n eliminaclng unwarranted govammanc
regulation buc 1ic could also make cha ragulacory process
more efficient by encouraging adequate and appropriaea

filings.

To administer chis full allocation r (gran would require
cimi  sheets for cctaaission seaff attorney general
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sarvicta, And eht use of account codes to shart dookte
proctcding cotta among eht partita and eo allow recovery of
gentrtl overhead. Tht adainiacraeivt coae of ehia program
should bo lit* chan vleh eht tax approach hue, of court*
grtaetr chan with eht Gtntral FRur,id dttlign. Thtst cotea
could poeeneially bt offate by incrtaatd staff efficiency
chrough cimt shtte accountability. Wt btlitvt eht btntifies
of a full-cose allocation program would far outweigh a
slightly hightr adminiseracivt cose.

Bastd upon eht above, J rtcoaatnd ehae eht scaeuets bt
amtndtd eo tseablish a £uil-cosc allocation funding approach
for APUC. In conjunction with chis ahife eovard program
rtctipea funding, AS 42.03.651 and AS 42.06.610 should bt
amtndtd, as follows:

1. Thtst seaeuets should bt amtndtd eo sptclfy chac all
coses of eht commission may bt allocaetd.

2. Alaska Seaeutt 42.05.651 should bt changed eo require
incarim allocation, rachtr chan awaiting completion of
a proceeding. Tht consoisaion has tseimACtd thtir
unbllltd utility alloeaeions ae $1.6 million with an
average agt of 3.0 years. Wt noet chat eht rclattd
piptlint staeuet, ae AS 42.06.610, already requires
inctrim billings. Hovtvtr, APUC dots noc appttr to bt
in compliance, with ehtir tstiaaetd unbilled pipeline
alloeaeions at $2.1 million with an average of 4.7
veers. Fureher, APUC should amend eheir regulation ae
J AAC 48.157 which provides for cose alloeaeions after
piptlint httrings rachtr ehan on eht required interim
baais.

3. Thtst statutes presently require allocation eo eht
ptreits of a proceeding including eht commission* these
should bt modified eo exclude cne commission. However,
eht provisions allowing EKe commission eo allocaee
among eht parties as is rtssonsblt and juse should bt
rtttintd, thus eht commission may occasionally absorb
sons coses Indirscely and havea ntad for minimal
General Fund monies.

4. For economically rsgulaetd compsniss, on « case-by-case
basia, ehe commission should btallowed eo determine
whether the coses being allocated are eo bt pissed
chrough eo eht consumers.

Rscommendstlon No. 3

APUC should develop a topical rsfsrtncs system for commis-
sion, orders and court decisions,

e om HBsl- 1TB- mmmmmc

The commission iIs a quasi-judicial agency which lisuts
dtciaiona bated upon finding of face and concluaiona of law.
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m\MAR - mml9=3 March 7, 19S9

Hr. Randy tfelker

Legislative Auditor

Division of Legislative Audit
State of Alaska

P. 0. Box H

Juntiau, Alaska 99811*3300

Re. Response to Preliminary Audit Report
Dear Mr. Welker:

The following is the rssponss of the Commission to ths prelimi-
nary audit rsport and recommendations submitted by ths Division
of Legislative Audit on Pabruary 14, 1989, as a result of its
performance review of ths Commission.

Tha Commission concurs with ths fundamental conclusion of the
report that ths

Alankm Public Utilities Commission is operating In an
efficient and effective Banner and should continue to
r«fttt\*ts public utilities and pipelines. (Page 5.)

The Commission does not agree vith all of the statements of reg-
ulatory theory and philosophy in the preliminary audit report but
has focused its comments on the actual recommendations.



jtaaoaaaadatiea *9. X i

Alaska Stajtut* 43*03 should ba amendtd_to caasa gasification and
regulation of companies fumlahlncr collection and dlapoaal nr-
vies of garbage, gifuia, trash, or othar wtita material.

Tha Commission supports thla racommandation aa it did tha idanti-
cal recommendation aada in tha 1979 and 19*5 Sunaat Audita. Tha
auditor*a atataaant that tha public haalth and sanitation aapacts
of thia sarvica ara aonitorad by lo?al governments and tha Da*
partnant of Environmental Conaarvation addraaaas tha commission®a
pravioua raaarvation on deregulation.

Recommendation Vo. ia

Alaaka atatuta 43.05 should ba aaandad to caaaa cartification and
regulation of radio common carrlara.

Tha Cassia*ion concurs with thla recommendation baaad on tha
charactar of radio coason carriar (RCC) sarvica* and tha currant
ragulatory status of RCCs operating in tha atata. However, aa
notad in tha Commission®s raaponaa to tha sasa recommendation in
tha 19*5 Sunaat Audit, futura davalopmanta in tha talacossuni”a*
tiona iIndustry say require raisposition of RCC regulation at soma
latar tiaa.

Tha Commismion also baliavaa that its authority to partially or
fully deregulate a particular utility industry in rasponaa to
currant circumstances ia a dasirabla and appropriate supplement
to tha legislative action advocated by tha auditor. Accordingly,
tha Coaalaaion requests lagislatlva guidance on tha validity of
its daciaion to economically daragulata tha RCC induatry in tha
event thia racoaaandation is not iaplaaantad by atatuta.



Alaska m t u U 43.05 ahould ba anandad to caaaa cartlflcatH*»
cabla talavlalon.

Tha Coaailaaion concurs with thia raeoaaandation with aoaa
qualifications, aa it did with tha aaaa raeoaaandation in tha
1913 Sunaat Audit. Tha raeoaaandation appropriataly aliainataa
tha Anomaly in tha currant raqulatory achaaa for cabla talaviaion
(CATV) aarviea vharaby CATV providars hold Monopoly cartifieataa
but ara aeonoaically daraqulatadjy Hovavar, tha Coaaiaaion would
ancouraga tha La?4alatura to uaa ita lags! and raaaarch ataffa to
axaaint tha iaplicationa of tha following on full CATV daragula--
tion: (O tha Cabla Coaaunieationa Policy Act of Itt4, (@ tha
Fadaral Coaaunieationa Coaaiaalon®a racant iaitlativaa to aliai*
nata tha axiating ban on croaa-ovnarship of CATV and talaphon*
coapaniaa, () tha availability and atatua of loeal govamaant
ovaraight, (4) aharad uaa of rights-of-way, (3) coaaunity aeeaaa
and institutional natwork uaa of CATV ayataaa, and (=) disposi-
tion of cartifieataa hold by axiating CATV provider*. 1In any
avant, aa notad iIn raaponaa to tha 19SS Sunaat Audit rscoaaanda-
tion, CATV certification ia not a larga alaaant of tha Coxoaia-
sion®a workload.

ftaeoaaaadatiaa Va. %o

Alta® & 42.03 should ba taandad to axaapt snallar utili-
ty v >w a rioals ragulatlon.,

Tha Coaaiaaion oppoaaa this raeoaaandation bscausa it diaagraaa
with tha auditor®s unsupportad praauaption that tha coat of
aconoaic ragulatlon praaantly axcaada ita banafits for amallar
utilitiaa. Rathar, tha Coaailaaion eoncludaa froa its axparianca
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SMMM&UtIM M. 1C

Alaska Itatuka 43.03 should ba aaandad to etaaa cartlficstn,™ »«

cabla talavislon.

Tha Coaalaaion concurs with thia rseomasndation with soma
qualifications, aa it did with tha aaaa racoaaandation in tha
1913 Sunaat Audit. Tha racoaaandation appropriataly aliainataa
tha anoaaly in tha currant ragulatory achoaa for cabls talaviaion
(CATV) sarvica vharaby CATV providers hold monopoly cartifficataa
but ara aeonoaically daraguiated. Kovavsr, tha Coaalaaion vould
ancouraga tha Lagialaturs to uaa ita Isgal and raaaarch staffs to
axaaina tha implications of tha following on full CATV daxagula--
tion; (O tha Cabla Coaaunieationa Policy Act of lil4, (@ tha
Fadaral Coaaunieationa Coaalaalon”"a racant initiativaa to aliai-
nata tha axiating ban on croaa-ovnarship of CATV and talaphona
companiaa, (3) tha availability and status of local govamaant
ovarsight, (@) shartd uaa of rights-of-way, (3) coaaunity accaas
and institutional natvorJdc uaa of CATV syatsas, and («) disposi-
tion of jartificatss hald by sxisting CATV providers. In any
avant, as notad iIn rasponsa to tha 1935 Sunsat Audit racoaaanda-
tion, CATV cartification is not a larga slemant of ths Coali-

tion*s workload.

Racoaaandation M. 10

Alaska ltatuta 42.03 should ba aaandad to axaaot aaallar utill-
tlaa froa aconomic rsoulation.

Tha Coaalaaion oppoaaa this racoaaandation bscausa it disagrsas
with tha auditor®s unsupportad praauaptien that tha cost of
sconoaic rsgulation prsaantly sxcsads its banafits for smallar
utilitiaa. Rathsr, tha Coaaiaaion eoncludas froa its sxpsrisncs
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that regulation of null utilities i1* »* ths coro of its public
protection function, especially given the geographic and de-
nographic characteristics of Alaska. The Commission also
believe* that the burden and coet of regulation on nailer utili-

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

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

The Commission agrees with ths auditor that the primary benefits
of regulation are a financially atabla utility vhich provides
reliable, esfe service to all customers at reasonable, non-
discriminatory ratae. with tho exception of 22 water companies,
ths utilities affected by this recommendation are providing ser-
vice in rural Alaska and are predominantly electric utilities.

It has been the Commission®s experience that the need for regula-
tion and the potential benefits provided by regulation are fre-
quently greater for smaller utilities than for larger utilities
for many reasons, including, the logistical challenge of operat-
ing in remote locations; inexperitncsd personnel; unsafe facili-
ties as a result of non-compliance with the National Electric
Safety code; leak of familiarity with utility management, main-
tenance, and accounting procedures; discriminatory actions by
utility management; failure to request rate increases when
needed; and procurement of wrong equipment. In addition, it can
se argued that the consumers iIn rural Alaska ars even more cap-
tive than those in ths urban areas, and, tharafore, ars particu-
larly dapendaron a high leval of protaction.



Althou*fe tfam reduction in workload vould be approximately commen-
surate tfitk the loss of coaailaaion staff ovar tha paat thraa
yaara if thif racoaaandation vara enacted, and froa that stand-
point nay ba appealing, tha Coaaiaaion doaa not baiiava that tha
public intaraat vould ba aarvad by vholaaala deregulation of
utilitiaa serving perhaps tha aoat (or ona of tha aora) vul-
narabla aagaant(a) of tha ratapaying public.

Tha Coaaiaaion baliavaa that tha coneam about tha eoat of rag-
ulation that haa baan voiced by tha auditor aa vail aa othara,
for tha aoat part, 1ia directed at tha axpenee (both in tlae and
dollars) aaaociatad with regulatory raquiraaanta when a utility
daairaa or naada to change ita rataa. Thw Commission haa recog-
nixad for aoaa tine that tha regulatory aohae that exists and
haa baan applied to both large and small utilitiaa should ba ax*
aninad. To that and, on February 3, 1919, tha Coaaiaaion haa
iaauad a Kotica of Inquiry. Tha purpoaa of tha Inquiry ia to
racaiva information which vould aaalat th"j Cemmiaaion in propoa-
ing regulations to aiaplify rata and other regulatory proceedings
for smallar utilitiaa. A copy of thia ordar ia attached. (fae
Appendix A.)

In summary, tha Commission baliavaa that tho isaua of tha coat of
regulation as it ralataa to tha amallar-airad utilitiaa can ba
substantially mitigated through administrative procedures rather
than legislation which would eliminate tha important public pro-
tection function today provided by economic regulation.

However, if tha Legislature baliavaa public policy ia battar
aarvad by deregulating smallar utilitiaa, tha commission vould
propose, aa it did iIn response to tha 1915 Sunaat Audit, tha fol-
lowing amendment to AS 42.05.711 to expand tha deregulation elec-
tion process found in AS 42.05.712 which would replace tha provi-

sions of as 42.05.711(a), (), (@, and Q):

-29-
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All utilities vhi.ch hr 3 groe= revenues of $900,000
or less **y elect to be exempt fro* ths provisions of
AJ 43.09, Other then AJ 4?.05.231-42.05.ail, under
the procedures described in AJ 43.09.712.

This approach conforms with the Commission®s position that reg-
ulation for utilities that heretofore have been regulated should

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

The Commission also concurs with the auditor®s suggestion that
consideration be given to reducing the number of customers re-
quired to petition for regulation under AS 42.09.711.

Keeommemdatlom Vo. IX

Alaska Statute 42.09 should be amended to ceese mandatory
economic regulation of certain utilities owned bv political
subdivisions.

The Commission supports the philosophy underlying this recommen-
dation. However, the Commission does not believe that alimina-
tion of AS 42.09.711(b)(3) 1is necessary to achlsve the auditor®s

objective and has proposed an alternative legislative approach
and language.

Zt i1s raaaonablm that if regulation is slsctsd at one time by a
governing body as currently provided under AJ 42.09.711(b) (1),
than a future governing body should have similar authority to
vote to revoke that election. Zf such revocation is exercised,
it is presumed that the public protection function provided by
the Commission will be assumed by the governing body of the



politic*! subdivision, thus giving affected consumers a fora* »
recount far concerns and complaints.

Ths Commission rscognisss that this recommendation presently af-
fects only ths Municipality of Anchorage. Zt is pertinent to
consideration of this recommendation that, at ths present tiae,
there ars a number of outstanding issues before, and outstanding
requirement* by, the Commission for the Anchorege Water and
Wastewater Utility (sewer), the Anchorage Telephone Utility, end
the Anchorage Municipal Light and rower Department.i it is rea-
sonable to assuae that the Anchorage Assembly would take into
consideration the etatus and results of proceedings *efore the
Commission et such time es it considers any decision to end
economic regulation by the Commission.

~Docket u-17-47 1is an investigation into the general aanage-
aent practices of Anchorage"s sewer utility. Zn Dockets U-fi»-u
end U-S7-S1 tho Anchorage Telephone Utility is before the commis-
sion requesting a 54.(3% rate incrseee and responding to an in-
vestigation into the general and financial management practices
of the utility, commission decisions are currently pending in
these sewer and telephone cases. At the present time, the
Municipal Light end Power Department is required to provide an
equity management plan and obtain Commission approval before fur-
ther debt refunding ia issued because of its poor financial
condition.



Rather than eliminating AS 42.03.711(b)(2), ea tha auditor ap-
pears to suggest/ A4 42.05.711(b) should be expended to provide
for deregulation of a municipal entity if ite governing body eo
elects, once competition no longer exists between it and other
utilities, end to allow the governing body of e political sub-
division to revoke a previous election. The Commission believes
it is desirable to continue a protective mechanism for regulated
utilities in the event a future situation arises involving com-
petition with e municipal utility. Proposed language is at-
tached. (See Appendix S.)

Recommendation Vo. 2

Alaska Statute 42.03 and 42.06 should be amended to more fully
allocate the eoete of regulation.

The Commission concurs 1in pert, and opposes in pert, t&is recom-
mendation. The Commission agrees with the auditor®s suggestion
that, in light of the current economic climate ae well as e re-
cent court decision, discussion should be focused on the ap-
propriate method to fund this agency. Clearly, the time is ripe
to evaluate funding optioner however, the Commission disagrees
with the method of funding advocated by the auditor. Regardless
of ths outcome of the breeder funding discussion, the Commission
concurs that AA 43.05.SS1(e) should be amended to allow interim
allocation* during e proceeding and to exclude the commission
from bearing any costs of a hearing or investigation.

-32-
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MUNICIPALITY OF ANCHORAGE

Summary of Economic Effects - Utilities

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

Sponsor: Enterprise Activities

Preparing Agency: Municipal Light & Power/0OMB Others Affected: ATU-AWWU-SWS
CHANGES IN REVENUES AND EXPENSES (Thousands of Dollars)

FY FY FY FY FY

6mo. 89 90 91 92 93

Operating Expenses:

ATU - Regulation Expense (Net) (154) (306) (306) (306) (306)
ML&P - Regulation Expense (Net) (123) (245) (245) (245) (245)
AWWU - Regulation Expense (Net) (68) (137) (137) (137) (137)
SWS - Regulation Expense 8 15 15 15 15
Expense Recap: (1989-6 months only)

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

Expense Recap (1990 and outyears)

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

Impact on General Government (Yes or No) _No

Public Sector Economic Effects: $3,029,000 savings over the next 4 years 6
months.The public sector effect of Municipal regulation by commissions as an
alternative to the current requirement to be regulated by the APUC would be to
reduce Utility operating expenses. The avoided costs above are comprised of
attorney fees, consulting contracts, expert witness cost and some reduction 1n
Internal cost created by an assumed simplification of the rate making process.
New expenses Include Increased compensation for commissioners, supplies,
advertising and court reporting. Under self regulation the utilities will
continue to Incur some level of professional service expenses. However, the
reductions noted result from more abbreviated and less protracted rate
hearings. Costs were derived using a three year average and assuming six (6)

months 1n 1989. No allowance has been made 1n succeeding years for Inflation.

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



SUMMARY OF ECONOMIC EFFECTS

Private Sector Economic Effects:

The
would be a
timing of

private sector effects of regulation

reduction 1in utility operating

rate 1increases.

L

by Municipal

cost which may alter

commissions

the

If further explanation 1s necessary! a s/parate page may be attached.
Co» 3P i 1 dbfe: Fred Traber Telephone:
(Name, Title)

Validated by O M B Date:

Approved b vy Date:
Director, Preparing Agency

Concurred by: Date:
Director, Affected Agency:

Approved by: Date:

Executive Manager



UTILITY COMMISSION EXPENSE DETAIL

AWWU

26 Regular meetings P $210

28 Special meetings for rates, tariffs, & budget P $280

16 Hearings for rates and tariffs 0 $700
12 Hearings for complaints P $700
Supplies

Court Reporter for 54 meetings P $300
Advertising for 54 meetings P $200

Rental space for 16 hearings P $100

ATU
24 Regular meetings P $210
10 Special meetings 9 $280
4 Hearings for rates & tariffs P $700
2 Hearings for complaints P $700
Supplies

Court Reporter for 30 meetings P $300
Advertising for 30 meetings P $200
Rental space for 6 hearings P $100

SWS
12 Regular meetings P $350
2 Special meetings P $280
3 Hearings for budget & rates P $700
Supplies

Court Reporter for 15 meetings P $300
Advertising for 15 meetings P $200

ML&P

12 Regular meetings P $210
6 Special meetings P $280
2 Hearings for ratesP $700
6 Complaint hearingsP $700
Supplies
Court Reporter for 20 meetings P $300
Advertising for 20 meetings P $200

JP11/FT3

$ 5,460
7,840
11,200
8,400
1,000
16,200
10,800
1,600

$62,500

$ 5,040
2,800
2,800
1,400
1,000
9,000
6,000

600

$28,640

$ 4,200
560
2,100
500
4,500
3,000

$14,860

$2,520
1,680
1,400
4,200
500
6,000
4,000

$20,300
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ALASKA PUBLIC UTILITIES COMMISSION
OFFICE OF THE
COMMENTS ON CS FOR SB 514 OFFICE OF THE
APRIL 9, 1990

The Commission reiterates its previous position that it
does not oppose the elimination of the "catch-all™ provision in
the current statutes which requires the economic regulation of
all utilities owned by a political subdivision if any one of them
is found to be in direct competition with another utility. The
Commission believes that unfair competition could ba prevented if
regulation were Iimjted to just those utilities owned by a

political (subdivision that directly compete with other utilities.

To further limit the regulation of a competing utility
to just the service in which i1t directly competes, however, is
fraught with practical complications- Utility plant and
personnel are usually Bhared to provide many services;
consequently, it would not be possible to examine a portion of
the utility"s costs without examining the whole utility.
Additional difficulties would arise in trying to isolate the
service that would be subject to regulation, particularly when
the competing service ia integrated with other services, In any
event, (at best) the exercise of regulating single services would
be almost as costly as regulating the entire utility and be

frustrating for all participants.
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The Commission believes that it is good public policy

to regulate the integrated statewide telecom munications network

and thus supports AS 42.05.711(b)(3).
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BY THE LABOR AND COMMERE COWITTEE

IN THE SENATE
SENATE BILL NO
IN THE LEGISLATURE CF THE STATE CF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act authorizing a transmission line between Healy
and Fairbanks; and providing for an effective date."

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

* Section 1. AUTHORIZATION In accordance with AS 44.83.185(c), the
Alaska Energy Authority is authorized to design and construct a 138 kilo-
volt electric transmission lii.e between Healy and Fairbanks at a cost of
$60,000,000 in 1990 dollars if the authority meets the conditions set out
in sec. 2 of this Act.

* Sec. 2. CONDITIONS. The authorization contained in sec. 1 of this
Act is contingent upon the Alaska Energy Authority and participating elec-
tric utilities entering into a written agreement in which the participating
utilities agree to pay the amount by which the design and construction
costs for the transmission line between Healy and Fairbanks exceed
$50,335,570.  The authorization is also contingent upon the utilities and
the authority entering into a written agreement in which the participating
utilities agree to pay the operating and maintenance costs for those trans-

mission lines.
* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).



Alaska ~tatc ~SegtalaiurB

REPRESENTATIVE FAIRBANKS
MARK BOYER 10LV LAKEVIEW TERRACE
FAIRBANKS, ALASKA 99701
VICE-CHAIRMAN, HOUSE '
HEALTH, EDUCATION AND (907) 456-6473
SOCIAL SERVICES COMMITTEE
MEMBER, HOUSE LABOR AND JUNEAU
COMMERCE COMMITTEE
P.O. BOX V
CHAIR, CHILDREN'S CAUCUS STATE CAPITOL
N 1 JUNEAU, ALASKA 99811
Pouse of "Rcprescntatifies o ALK
TO: Senator Dick Eliason
FROM: Representative Mark Boye
RE: HB 520, providing AIDEA authority to bond
for the construction of the Healy

Cogeneration Project, and HB 237,
providing for an appropriation of $30
million from the Railbelt Energy Fund for
the Healy Project.

DATE: March 6, 1990
As you will recall, during the last Ilegislative session we
segregated $30 million within the Railbelt Energy Fund as a

contingent appropriation for the <construction of a <coal
cogeneration power plant at Healy.

The <contingencies to that appropriation were: that draft
power sales agreements be in place before the effective date
of the actual appropriation; that other funds, especially
federal funds would be available to the project of at least
$30 million; and that a financial plan for the project be

available to the legislature.

Since that time, the federal Department of Energy priorities
have refocused on <clean <coal burning and power generating

processes which resulted in a revised Healy project and the
allocation of $92.3 million for that project from the Clean
Coal Technology grant program. The federal allocation would
go to the Alaska Industrial Development and Export Authority
which is currently developing a full financial plan to be

presented to the legislature early next week. Additionally,
AIDEA and the Alaska Energy Authority are working with the
Golden Valley Electric Association and the Usibelli Coal

Company to develop draft power sales agreements.

Attached are two important information pieces pertaining to
the new Healy project. Some supporters of last year's $30

million <contingent appropriation have expressed concern that
the project they supported has changed and is no longer

supportable. It is my hope that you will review the attached
information and come to the same <conclusion as |I; the Healy
Cogeneration Project has changed its initial focus in favor of
a greater and more specific federal interest but maintains its

FAIRBANKS 2B
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original coal beneficiation (coal drying) thrust and continues

to be the premier RBEF energy project. As envisioned, the
demonstration project will move ahead and the coal drying
technology will be pursued without state funds after

construction of the project and its federal demonstration
period.

Because of the importance of this project to the Railbelt and
potentially to the United States, the Senate and House
Resources Committee will meet in joint session to review the
AIDEA authorization and the new technology and its potential
application on Tuesday, March 13.

<ddiV>ivYerlj, Mavth s
I remain steadfast in my commitment to the project. It
remains the only project which once on-line will result in
stable electric rates for railbelt consumers and is the only
project being considered for construction from the Railbelt
Energy Fund which Ileverages federal and other funds with such
a small state commitment.

The federal government is committed and the rate payers in the
Northern railbelt remain committed. It is my hope that the
legislative commitment is equally firm.

The following questions and answers are from a state-wide poll
that was conducted for the Usibelli Coal Mine. 1 think that
you will agree the consensus is overwhelming public support
for this project.

"Under its clean coal technology program,the U.S. Department
of Energy has offered to pay approximately half the total cost
of building a new, coal-fired power plant at Healy, Alaska,
which is about halfway between Anchorage and Fairbanks. The
Healy project was selected because it will wuse clean-burning
technology and low sulphur coal, and may become the <cleanest

coal-burning plant in the world.

Do you basically support or oppose the 1idea of developing a

high-technology, clean-burning, coal-fired power plant?"
SUPPO T e 81%
O P PO S € e e 11%
UNSUTE e 8%
"If constructed, the Healy project could bring world-wide
attention to clean-burning coal technology and Alaska's large
reserves of clean coal. How important is this to Alaska?"
Very important.... 61%
Somewhat important 28%
Not too import mt ... 5%
or Not at all important... 3%
UNSUTEe i, 3%

"While electricity generated by the proposed Healy plant will
be mainly used in the northern railbelt region, the plant



could also provide power to the Anchorage arr t and Kenai
Peninsula communities during power outages and other
emergencies. How important is this to you?"

Very important....... 33%
Somewhat important 32%
Not too important....... 21%
Not at all important... 11%
UNSUTE e 3%
"The 230 million dollar Railbelt Energy Fund was created
the Alaska Legislature to help provide low-cost power to
railbelt communities from Kenai to Fairbanks. Last year
state legislature reserved 30 million dollars from the

Railbelt Energy Fund for the Healy project if it was selected
for the clean coal program. Now that Healy has been selected,

by

the

do you feel the legislature should orshould not grant the
milliondollars that was set aside for theproject?"”
Should e 79%
Should nNoOt . 9%
UNSUTEe e 12%

enclosure (2)
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Future plans
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Usibelli Coal Mine, Inc.

Products of advanced coal beneficiation
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I. Summary of Project Investigations
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HI. Overview of Advanced Benefi-
ciation Technologies
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V. Chronology of UCM Coal Bene-
ficiation Efforts
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Healy Cogeneration

Project

The combination ofnew coal-
burning technologies and low-
sulfurAlaska coal will result in
one ofthe cleanest coal-bum-
ingpowerplants in the world

Healy Cogeneration Project

Healy Cogeneration
Project Selected
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The addition of a new, effi-
cient 50 megawatt power plant
will provide competitively
priced power to satisfy increas-
ing railbelt energy demands.
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The project will employ ap-
proximately 200 workers dur-
Ing a two year construction
period and create about 50
year-round jobs when com-
plete
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The project will draw interna-
tional attention to the demon-
stration of leading-edge tech-
nology and provide a variety
of benefits to Alaska's econ-
omy.
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ANALYSIS:

Section 1 of SB 525 would give AIDEA the authority to issue up to $40 million

in bones for the Skagway dock project.

Section 2 would give AIDEA the authority to issue up to $10 million in bonds

for the Unalaska dock project.

Payments from users of the facilities will pay operating costs and debt

service on the bonds. Revenue funds will be maintained as required by the
bond documents. User agreements will provide necessary revenue for
operations, maintenance, and debt service.

No separate legislative appropriation 1is required for AIDEA to issue the

revenue bonds; therefore, the Tfiscal note is zero.

Page 2 of 2
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April 4, 1990

The Honorable Dick Eliason
Alaska State Legislature
P.0. Box V

Juneau, Alaska 99811

Dear Senator Eliason:

Thank you for the opportunity to provide clarification on HB 123 and SB
525 and their impact on Skagway.

Should neither bill become Jlaw, the Authority would be unable to either
finance any facilities for SkE(NWQﬁJ) or own itself and allow others to

utilize any facilities in Skagway.

Should only HB 123 become law, the Authority would be able to finance, in
conjunction with a financial institution, under our normal financing
program (44.88.155 up to a Ilimit of $10 million) a dock facility in
Skagway. The discussed project was never intended to be handled in this
way however, it is technically possible.

Should only SB 525 become law, the Authority could iss1te bonds and own a
dock facility in Skagway. It could be somewhat troubling not having
Sections 2 & 3 of HB 123 but, most likely could be made to work.

If both HB 123 and SB 525 become law, both options would of course be
available. It should be noted that under either program, consent is
required by the local governing body.

The rumor mill 1is very active that White Pass and Curragh are close to an
agreement under which Curragh would obtain White Pass"s interest in the
existing ore terminal. It 1is anticipated that Curragh will need
Authority participation in such a transaction. Local reaction to such a
transaction 1is subject to speculation however, in my hearings 1in Skagway
a considerable voice advocated keeping the terminal/industrial portion of
the water front in its current location (away from the small boat harbor
and park). Unsure what this would do to the election however, SB 525
would work under either case with one minor amendment.

430 WEST TUDOR «ANCHORAGE, ALASKA 99503-6690 < (907) 561-8050 « FAX (907) 561-8998



Letter - Senator Eliason
April 4, 1990
Page Two

On another note, attached is the March 30, 1990, Simon & Seafort's menu
Thought you would find the description of the "Canadian King Salmon"
interesting.

If you should have any questions, please let me know.

Executive Director

BLW/ss
attachment(s)

(1) Current law provides that the Authority may issue bonds to finance projects in
conjunction with a financial institution in an amount not to exceed $10 million. Without
HB 123, no bonds can be issurd which precludes usage of 44.88.155, our normal financing
activities under $10 million.



(Using SCC CS HB 123)

House B ill 123
Provisions That Could Impact Skagway Project

Section 2

Includes a municipal along with federal state entities. This may not be
fatal however, it could complicate Skagway as well as the Unalaska
project. Most likely |1 can work around it but it would certainly give

considerable comfort to know the legislature wanted the Authority to work

with municipal entities.

Section 3

This section provides flexibility in transferring funds between the
various accounts to facilitate the issuance of bonds through either the
Economic Development Account or the Enterprise Development Account. It
is an internal accounting provision allowing usage of assets for projects
that have been approved. It may not be fatal to not have this section

however, it would complicate the funding side of the transaction.



Jamiary 12, 1990

The Honorable Tim Kelly
Senate President

P.O0. Box V

Juneau, Alaska 99811

Dear Senator Kelly:

Legislation extending the authorization of the Authorityto issue bonds failed

to pass during the last session of the legislature. H.B. 123, at the
Authc ity's request, has been referred to the Senate Labor & Commerce
Committee. It is my hope that the committee will take up the bill in the near
future to <consider necessary amendments which the Authority has proposed.
Once H.B. 123 passes the Senate, it will return to the House for concurrence.

Absent the passage of this legislation, the Authority is prohibited from
issuing bonds after January 1, 1990.

During the interim, the Authority was approached by the City of Unalaska
requesting assistance in expanding the City's port facilities to accommodate a

dramatically increased level of activity. The Authority entered into an
agreement with the City whereby the Authority would finance the improvements,
subject to legislative approval. The Governor plans to introduce legislation
shortly authorizing the Unalaska dock project. H.B. 123 also is critical to

the Authority's ability to access the bond market and perform its role in
financing infrastructure developments.

In order to allow preliminary engineering and design to commence immediately,
the Authority has agreed to advance fund portions of the project so that a
schedule could be maintained allowing for construction in the Summer of 1990.
I want to assure you that this in no way is intended to circumvent legislative
approval and no bonds will be issued without such approval. It is merely a
mechanism to allow preliminary work to proceed o) that this needed
infrastructure project can be constructed this summer.

I would be happy to discuss tne proposed legislation with you at any time.

Sincerely,

Bertram L. Wagnon/
Executive Director

480 WEST TUDOR «ANCHORAGE, ALASKA 99503-6690 « (907) 561-8050 «FAX (907) 561-8998



Honorable Tim Kelley
January 12, 1990
Page Two

cc: Senator Dick Eliason, Chairman
Senate Labor fie Commerce Committee

Senator Fred F. Zharoff
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CITY OF SKAGWAY. ALASKA
RESOLUTION 90-/R
A RESOLUTION REQrUESTING AMENDMENT AND PASSAGE BY THE
ALASKAN LEGISLATURE OF HOUSE BILL 45 AND SENATE BILL
525.

Whereas, the City of Skagway and the Alaska Industrial Development and Export
Authorit QAJDEA% have nefjotjated a tidelands lease for the purpose of development of an
ore terminal and malti-use port facility; and

Whereas, the City. of Skagway approved this leage by Ordinance 90-3 on conditjon that the
ordinance eratﬂlledf by a%ot opﬁwdozens ofagia Way on Apr|?01_7,1990; ano,

Wherea.1, House Bill ontained a provision that would authorize AIDEA to jssue honds
in the anjiount 0f$404r%?l ﬁon ?or purpgses of port development?n Skagway; and

Whereas, this provision for AIDEA parridpation in Skagway port development was
subsequently removed 6o m House Bill 455; and

Whereas, ?n %Pril 6.1990, Currdagh Resources, thw)roposed rincipal user of the AIDEA
Bort,deve opmen grOJect, made” arrangements |th_Skaﬂ erminal Comspar]y 0
ontinue to use t exmtmg[ org_transshipment facility 1 Skagway under a sublease
agreement to be approved by the City of Skagway; and

Whereas, this agreement renders the port development project as proposed under Ordinance
%0-3 unnecessgry due :0 the Toss o% Ft)he pr|ence|peﬁ facn|i|?y dser. an% P

Whereas, AIDEA participation in ihe agreement hetween Curragh Resources and Skagway
Terminal Company is possible.

NQW THEREFORE BE IT RESOLVED THAT THE COMMON COUNCIL OF THE
CITY OF SKAGWAY requests the immediate amendment aad Bassage of House Bill 455
and Senate Bjll 525 authorlzm_% Al to |ssu§ onds for th f_mancmg of nPor[
1mgrkovements |éwS agway, specifically to acquire and renabilitate the existing oré termina
in Skagway; an

BE IT FURTHER RESOLVED that this authorization spail not apply to tre port
development plan as proposed bg AIDEA mvolymg construction of a new gre terminal on
lands leased from the City, as proposed under City 0f Skagway Ordinance 90 -3

PASSED AND APPROVED THIS 12TH DAY OF APRIL 1990,

Stan Selmer, Mayor
ATTEST:

Lorcnc S. Gordon, City Clerk
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TWENTY-EIGHT NEW JOBS were created in Skagway as a direct
result of Curragh Resources'" mine haul over the highway to
the deep water port of Skagwav.

8 MECHANIC OPERATORS

2 SECRETARIES

1 MANAGER

2 FREIGHT WORKERS

1 ADDITIONAL' CUSTOMS OFFICER

1 FULL-TIME IMMIGRATION OFFICER (Previously part-time)

6 PART-TIME SHIP LOADERS

2 ADDITIONAL FULL-TIME D.O.T. HIGHWAY EMPLOYEES

5 ADDITIONAL PART-TIME D.O.T. HIGHWAY EMPLOYEES

In addition to these jobs is the spin off tj other
businesses and services in town. More restaurants have been
open year round; school enrollment has increased; over

S1,000,000 in new payroll monev is being spent in the city.

WE MUST KEEP THESE JOBS AND ADD TO THEM !



THE TIDELANDS LEASE

LESSOR - CITY Or SKAGWAY

LESSEE - PACIFIC ft ARCTIC RAILWAY & NAVIGATION COMPANY
(WHITE PASS/SKAGWAY TERMINAL COMPANY)

THE PURPOSE HERE IS TO DESCRIBE THE TIDELANDS LEASE
AMD THE RELATIONSHIP 'WHICH HAS EVOLVED BETWEEN THE
CITY OF SKAGWAY AND THE LESSEE IN DEMONSTRATION OF
THE NEED FOR ADDITIONAL DEVELOPMENT OF THE SKAGWAY

SEAPORT.
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1957 FEDERAL LEGISLATION INTRODUCED FOR AUTHORIZATION OF THE
TRANSFER OF TIDSLANDS FRONTING MUNICIPALITIES TO THE TERRITORY 0~ ALASKA

MARCH 1957 BY ORDINANCE CITY O- SKAGWAY EXPRESSED INTEREST IN ACQUIRING
TIDSLANDS (CY COYNE, MAYOR)

SEPT 7, 1957 CONGRESS PASSED PL 35-303 AUTHORIZING TRANSFER OF TIDELANDS
TO TERRITORY OF ALASKA

JUNE 1959 CITY OF SKAGWAY APPLIED I'OR TITLE TO TIDELAMDS

DEC. 20, 1960 SKAGWAY BECAME FIRST CITY IN ALASKA TO OBTAIN TIDELANDS
GRANT.

JAN 3, 1961 TRANSFER C2REKONSY IN SKAGWAY

MARCH 1964 PACIFIC & ARCTIC RAILWAY AND NAVIGATION COMPANY LTD
(WHITE PASS) FILED FOR TIDSLANDS UNDER THE OLD DOCK

FEB

1967 WHITE PASS ADVISED CITY OF SKAGWAY OF INTEREST IN DEVELOPMENT 07
AN ORE DOCK ANDMREQUESTED PURCHASE OF TIDSLANDS SUBJECT TO FAVORABLE

OUTCOME OF ENGINEERING SURVEY. CITY APPROVED CONDUCT 0'7 SURVEY

PRINCIPAL PURPOSE - STORING AND SHIFLOADING OF BULK CONCENTRATES OF ORES

FROM MINES IN THE YUKON TERRITORY.
JAN 1968 CITY HAD AN APPRAISAL MADE OF THE TIDELANDS PARCEL DESIRED

BY WHITE PASS

ABOVE MEAN HIGH TIDE 6.5 acres
BETWEEN MEAN LOWER LOW WATER AND MEAN HIGH TIDE "b.5 acres
BELOW MEAN LOWER LOW WATER 18-2 acres’

: TOTAL 70.2
APPRAISERS VALUATION - 60,000.00

RECOMMENDED ANNUAL RENTAL 5.000.00

JAN 2k, 1968 WHITE PASS /PPLIED TO CITY FOR LEASE OF TIDELANDS FOR
PERIOD OF 55 YEARS.



.TO;WHITE PASS

JAN 25, 1968 EXTRACTS FROM CITY ATTORNEYS RESPONSE/STATED:
A .

1) THE APPLICATION, EVEN IF BASED ON THE STATE FORM, DOES NOT MEET
SEC. 2, ARTICLE IIIl, ORD. 229, INSOFAR AS SHOWING A DEVELOPMENT PLAN,
EVEN IF THE PLAT OF JANUARY 3 IS ATTACHED TO THE APPLICATION. "

2) VlSTUDY OF THE PLAT SHOWS THE PROPOSED LEASE COVERS"THE ENTIRE AREA

OF TIDE AND SUBMERGED LAND AVAILABLE AND SUITABLE FOR SUCH PURFOSES.

YET THE LACK OF A DEVELOPMENT PLAN, OR ANY REPRESENTATION WHATEVER BY
WHITE PASS TO THIS EFFECT, SIMPLY RESULTS IN THERE BEING NO JUSTIFICATION
OF LEASING THIS ENTIRE AREA."

3) \‘THUS, THE SITE ITSELF, COMPRISING IN EFFECT THE WHOLE WATERFRONT.
IS GEOGRAPHICALLY UNIQUE. WHILE IT IS TIED GEOGRAPHICALLY INTO LOGICAL
USE ONLY BY THE WHITE PASS AS THE PRESENT SOLE TRANSPORTATION LINK
BETWEEN ALASKA TIDEWATER AND THE YUKON, THERE IS A POSSIBILITY OF THE
CARCROSS ROAD BEING EVENTUALLY CONSTRUCTED AND WHEN THAT DOES HAPPEN IT
WOULD MAKE SKAGWAY LOOK PRETTY"siCK IF AT THAT TIME THERE 'WAS NO TIDELAND
AVAILABLE FOR OTHER DEVELOPMENTS, OR IF THERE WAS NO PROVISION IN THE
LEASE REQUIRING- -HAT THE FACILITIES ON THE SITE, OR THE PRESENT PUBLIC
DOCilf(”»FACILITIES OF THE WHITE PASS BE MADE AVAILABLE F10R SHIPPING THE
COMMERCE DEVELOPED BY THE ROAD. PERHAPS THE FERRY COULD BE CONSIDERED
SUCH AN ALTERNATIVE, BUT I RATHER DOUBT IF IT COULD BE CONSIDERED AN

ECONOMIC ALTERNATIVE."

4) I*THE APPLICATION WILL ALSO NEED TO BE EXPANDED TO INCLUDE THE "USE,
VALUE AND NATURE" OF THE IMPROVEMENTS TO BE CONSTRUCTED, AS WELL AS THE
"TYPE" OF CONSTRUCTION. I THINK THAT THE "NATURE" OF'THE IMPROVEMENTS
CALLS FOR A BRIEF DESCRIPTION OF THEIR (I) LOCATION, (2) AREA NEEDED,

(3) WIDTH, LENGTH AND HEIGHT, AND (k) FRAME, STEEL, CONCRETE OR WHATEVER.
AS THE SUBMISSIONS NOW STAND IT IS IMPOSSIBLE FOR THE CITY TO DETERMINE
OTHER THAN THAT THE SURFACE WILL BE USED FOR THE STATED USES."

FEB 5. 1968 BY RESOLUTION #31, ,CITY APPROVED LEASE OF TIDELANDS BY

COMPETITIVE BID.
INITIALLY

MARCH 8, 1968 AT 10AM AUCTION HELD AT CITY HALJ/,NO ONE APPEARED AND NO
APPLICATION WAS RECEIVED. AT 10:15AM A REPRESENTATIVE 0? PACIFIC AND
ARCTIC RAILWAY AND NAVIGATION COMPANY APPEARED AND MADE PAYMENT OF

55



MARCH 19. 1968 BY RESOI'JTION #32, THE CITY OF SKAGWAY APPROVED ENTERING
INTO A LEASE OF THE TIDELANDS WITH THE PACIFIC AND ARCTIC RAILWAY AND

NAVIGATION COMPANY. SIGNIFICANT TERMS OF THE LEASE INCLUDED:

1) TERM OF THE LEASE - 5 YEARS

2)  ANNUAL RENTAL - $3600.00 PAYABLE MONTHLY

3) LEASE RENTAL SUBJECT TO ADJUSTMENT ON FIFTH ANNIVERSARY DATE OF
LEASE AND EACH ANNIVERSARY DATE THEREAFTER DEVTST3LE BY 5.

4) LESSEE TO COMMENCE CONSTRUCTION WITHTN 2 YEARS OF SPUR RAIL LINE,
BULK MINERAL STORAGE AND HANDLING FACILITY. DOCK AND DOLPHTNS AND A DEEP
WATER BASIN AT THE FACE OF THE DOCK

5) COST FOR COMPLETION OF FACIL4TIES TO BE NOT LESS" THAN 2 MILLION DOLLAR
6) ALL IMPROVEMENTS«WITHIN LEASED PROPERTY OTHER THAN THE EXCAVATED
BASIN AND FILL MATERIAL TO BE SUBJECT TO TAXATION BY THE CITY

DEC 1968 WHITE PASS ASSIGNED THE LEASE TO SKAGWAY TERMINAL COMPANY

MARCH 1973 THE CITY AND WHITE PASS “AILED TO ADJUST THE LEASE RENTAL
ON THE 5th ANNIVERSARY DATE, MARCH 1973- REASON UNKNOWN

OCT 23, 1974 CITY LETTER TO WHITE PASS PROPOSED TO CONSTRUCTCOMBINED
FERRY TERMINAL A BARGE FACILITY IN EAST SIDE OF BASIN AND REQUESTED-®

RELEASE THAT PORTION Ow THE TIDELANDS LEASE.

1
THERE’FOLLOWED SEVERAL YEARS OF DISCUSSIONS AMONG THE CITY, STATE AND

WHITE PASS

OCT 1975- CITY NOTIFIED SKAGWAY TERMINAL COMPANY THAT TIDELANDS WOULD
BE APPRAISED AS A BASIS FOR ADJUSTMENT OF RENTAL

DEC 30, 1975 CITY INFORMED LESSEE OF RESULTS OF APPRAISAL:REQUESTED
PAYMENTS OF RENTS RETROACTIVELY FOR PERIOD FROM MARCH 1973. CY 74 and CY ?
AND PROPOSED SCHEDULE OF RENTALS FOR PERIOD CY 76 THRU CY 79- DEC 1975

TIDELANDS 70.2 ACRES - APPRAISED VALUE ' 300,000.70

LOTS 11, 12, BL44 &partLot 7BL 45 30,000.u0

[I(Additional tract leased to White Pass & included in ti'delands)
Total 330,000.00

ANNUAL LEASE RENTALS FOR BOTH TRACTS, RENT COMMENCING

FROM JAN 1976 19,800.00

BACK RENTALS DUEFOR PERIODMARCH1973 THRU CY 74 &CY 75 31.140.00



APRIL 15, 1976 CITY PROVIDED LESSEE WITH EXPLANATION OP APPRAISERS
METHODOLOGY AND REQUESTED PAYMENTS BE MADE

JUNE.7, 1976 WHITE PASS REQUESTED RECONFIRMATION BY APPRAISER OF
BASIS FOR HIS APPRAISALS

AUGUST 12, 1976 CITY ADVISED WHITE PASS OF RESULTS OF REVIEW OF MATTER
WITH APPRAISER, ADJUSTED VALUES OF LEASED PROPERTIES, ADJUSTED RENTALS
AND PAST RENT DUE THE CITY AS OF AUGUST 1976.

AUGUST 21976 WHITE PASS RESPONDED IN GENERAL AGREEMENT BUT QUESTIONED
APPRAISERS VALUATIONS OF DECEMBER 1975 LI

SEPT 2, 1976 STATE DOT LTR TO CITY RE FERRY-BARGE PROIJECT

1) " WITH REGARD TO THE LATEST INFORMATION PRESENTED BY WHITE PASS, |
CAN ONLY SAY THAT IN MY OPINION IT IS A DELIBERATE ATTEMPT TO DISTORT AND
CONFUSE THE ENTIRE ISSUE. WE DO NOT FEEL THAT OPERATION OF THE PROPOSED
NEW FERRY TERMINAL WILL HAVE ANY SIGNIFICANT DETRIMENTAL EFFECT ON WHITE
PASS USE OF THE SHIP BASIN, EITHER PRESENTLY OR IN THE FUTURE.

2) THE LUXURY OF WASTING AVAILABLE HARBOR SPACE WITH RIP RAP PROTECTED
SIDE SLOPES CAN«NO LONGER BE TOLERATED AT SKAGWAY. IT IS PAINFULLY
OBVIOUS THAT MUCH OF THE AVAILABLE AREA WITHIN THE EXISTING WHITE PASS
SHIP BASIN IS ALREADY BEING POORLY UTILIZED BECAUSE OF EXCESSIVE USE OF
SIDE SLOPE CONSTRUCTION.

3) THE DEPARTMENT OF PUBLIC WORKS HAS EXPENDED EVERY EFFORT TO ARRIVE
AT AN AMIABLE COMPROMISE WHICH WOULD HAVE THE LEAST:DETRIMENTAL EFFECT
ON THE CITY OR WHITE PASS AND AT THE SAME TIME COULD BE ACCOMPLISHED
WITHIN THE FUNDING AVAILABLE. THE CITY SHOULD BEAR IN MIND THAT THE
STATE 1S; NOT COMPELLED TO UNDERTWAKE ANY NEW IMPROVEMENTS AT SKAGWAY y
EITHER TO THE FERRY TERMINAL, BARGE FACILITY OR SMALL BOAT HARBOR."

NOV 22, 197.6 CITY AGAIN REQUESTED PAYMENT OF BACK DUE RENT iLS AS OF
DECEMBER 1, 1976 IN AMOUNT OF $37,953-39

NOV 1976 WHITE PASS FORWARDED RENTAL FAYMENT IN AMOUNT OF &3*, 3*-7. SO



NOV 29, 1976 WHITE PASS TELEGRAM PROTESTING CITY - STATE PLANS FOR NEW
FERRY - BARGE FACILITY

1)" A DOCK FOR 35,000 TON ORE CARRYING SHIPS WAS BUILT ON THE WEST SIDE
OF THE BASIN AND THE BASIN WAS DREDGED WIDE ENOUGH tq ACCOMMODATE A
FUTURE CARGO DOCK FOR LARGE DEEP DRAFT SHIPS ON THE EAST STDE OF THE
BASIN AS CALLED FOR BY LONG TERM PLANS DEVELOPED AND WRITTEN UP AT

THE TIME.

2) IT IS OUR POSITION THAT SKAGWAY HARBOR MUST HAVE A PLACE WHERE |/
MUCH BIGGER CARGO SHIPS CAN DOCK REGULARLY IN FUTURE.

3) THE BEST EXAMPLE OF THIS IS THAT OUR CONSULTANTS THINK SEVERAL
HUNDRED THOUSAND DOLLARS CAN BE.SAVED BY USING SLOPED EMBANKMENTS TO
SUPPQRI1LJ3REDGEJDJEXLL, INST AD OF USING COSTLY VERTICAL SHEET PILE
BULKHEADS WHICH THE STATE PLANS FOR USE FOR THE SAME PURPOSE.

**)  THE FACT REMAINS THAT IN 1974 (PRIOR TO THE SYSTEMATIC PREPARATION

OF ANY OVERALL HARBOR PLAN) THE STATE DETERMINED TO PUT A TERRY IN THE
BASIN, AND NO AMOUNT OF PLANNING OR EXPERT COMMENT HAS BEEN ABLE TO
CHANGE THEIR MINDS. THIS APPEARS TO BE A CASE OF SHEER PERSISTENCE

ON THE FACE OF INCREASINGLY OBVIOUS EVIDENCE THAT THERE IS NO JUSTIFICATIC
FOR BUILDING A FERRY BERTH IN THE SHIP BASIN. IF THERE IS ANY OTHER
REASON FOR THIS CONTINUING CONTROVERSY WITH THE STATE, WE CAN ASSURE

YOU THAT IT HAS NOTHING TO DO WITH US AND WE DO NOT KNOW WHAT IT 1IS."

SEPT 19, 1977 CITY ADVISED WHITE PASS OF PENDING LEASE RENTAI ADJUSTMENT
IN MARCH 1978 AND INVITED WHITE PASS TO PARTICIPATE IN APPRAISAL

JULY 28, 1978 CITY ADVISED WHITE PASS OF RESULTS OF APPRAISERS VALUATIONS

AND NEW RENTALS EFFECTIVE MARCH 1978. . £
APPRAISED.VALUE (TIDELANDS & LOTS) $467,111.00
RENTAL (INCLUDING j/lo SALES TAX) 28,667.46 pr

JULY 29, 1978 CITY LTR TO EDA REQUESTS ADDITIONAL FUNDING ASSISTANCE
FOR CITY - STATE FERRY BARGE TRANSFER BRIDGE PROJECT.

AUGUST 31, 1978 WHITE PASS RESPONDED TO NEW MARCH 1878 PROPOSED LEASE
RENTALS:

" PLEASE BE ADVISED THAT WE HAVE BRIEFLY EXAMINED YOUR LETTER UNDER REPLY
AND OUR OVERALL REACTION IS THAT THE RATES ARE RATHER HIGH. WE ARE LOOKIN’
INTO THIS MATTER FURTHER AND SHALL ADVISE YOU IN DUE COURSE. DUE TO A



RECENT, LARGE, RE-ORGANIZATION OF THE WHITE PASS & YUKON ROUTE, WE MUST
INFORM YOU THAT IT MAY TAKE SOME TIME BEFORE WE ARE ABLE TO GET BACK TO

YOU ON THIS MATTER. WE DO HOPE THIS DOES NOT CAUSE YOU TOO MUCH IN -
CONVENIENCE . 1 " , i

SEPT 6, 1978 THE CITY ANSWERED THIS AS FOLLOWS:

"THE ASSESSOR ADVISES THAT THE APPRAISALS ARE BASED ON VALUES OF COMPARABLE
WATERFRONT PROPERTIES IN SOUTHEASTERN ALASKA; THAT THIS IS AN ACCEPTED
METHOD OF ASSESSMENT; AND THAT THE VALUATIONS ARE CONSIDERED TO BE QUITE
EQUITABLE. THE CITY CONCURS IN THIS JUDGEMENT. "l

THE CITY DOES NOT DESIRE TO ENTER INTO PROTRACTED CORRESPONDENCE ON THIS
MATTER, AS WAS THE CASE FOR THE PREVIOUS RENTAL ADJUSTMENT. THE CITY'S
FINANCIAL CIRCUMSTANCES ARE SUCH THAT IT IS NOT IN A POSITION TO SERVE
AS A BANKER FOR YOUR COMPANY - E.G. THE CITY'S BUDGET .INCLUDES AS REVENUE
THE RENTAL PAYMENTS COMPUTED AT THE ADJUSTED RATE. THEREFORE, THE CITY
WOULD EE GRATEFUL TO RECEIVE THE RENTAL PAYMENTS AT YOUR EARLIEST CON-
VENIENCE AND, IF YOUR DELIBERATIONS AND THE FORWARDING OF RENTS ARE TO
EXTEND BEYOND THE FIRST OF OCTOBER, THE CITY WILL EXPECT THE PAYMENTS

TO BE INCREASED TO INCLUDE AN INTEREST CHARGE ON THE AMOUNT OF RENT

UNPAID COMPUTED AT THE RATE OF 8% PER ANNUM.”
T H

MAY'9, 1979 CITY LTR TO EDA RECONFIRMING NEED FOR FERRY - BARGE FACILITY
HEAVY DUTY TRANSFER BRIDGE (SIGNED BY CITY MANAGER, j/1.P.TAYLOR VICE MAYOR
AND CHAIRMAN SKAGWAY PORT AUTHORITY AND BY E.E.FAIRBANKS, PRESIDENT

S)i((_AGWAY CHAMBER OF COMMERCE). ? ™"
- T 1

SEPT 18, 1979 CITY REQUESTED OF WHITE PASS PAYMENT OF DELINQUENT LEASE
RENTAL PAYMENTS IN THE AMOUNT 0* $8679.92 FOR THE MONTHS OF JUNE, JULY,
AUGUST AND SEPTEMBER 1979- \

OCT 6, 1983 CITY ADVISED WHITE PASS OF LEASE RENTAL ADJUSTMENTS BASED
ON CITY ASSESSORS VALUATIONS AS OF 17 MARCH 1968

TIDELANDS & LOTS $897,000,00
RENTALS (PLUS Jlo SALES TAX) A,619-55 per mo
ADJUSTMENT DUE FOR PERIOD MARCH THROUGH SEPT 1983 18,700.17

OCT 27, 1983 WHITE PASS RESPONDED AND ST/VTED INTENTION TO APPEAL THE
RENTAL RATES “1



FED 14, 198/f CITY ADVISED WHITE PASS OF MAJOR DELINQUENIES IN LEASE
PAYMENTS '

FEB 28, 1984 WHITE PASS RESPONDED THAT COMPANY COMMISSIONED APPRAISAL
NEARING COMPLETION AND HOPE FOR RESOLUTION OF ISSUE BY APRIL

MAY 8, 1984 WHITE PASS ORE TERMINAL DOCK UPGRADED TO PROVIDE BOW RAMP;
PROJECT RECEIVED STATE AND FED FUNDING AND WHITE PASS AGREED TO GUARANTEE
SrCRUISE SHIP BERTHS FOR PERIOD OF 15 YEARS.

JULY 16, 1984 APPRAISAL COMPANY OF ALASKA VALUED TIDELAND 70.2 ACRES

at $350,000.00

OCT 11, 1984 CITY AND WHITE PASS AGREED TO RESOLVE RENT-RATE ISSUF THRU
ARBITRATION.

i >
NOV 21, 1984 ARBITRATOR, THE WAKELAND COMPANY, SUBMITTED ITS DECISION:
TIDELANDS MARKET VALUE AND RENTALS FOR PERIOD MARCH '83 - MARCH ’s8s:

TIDELANDS $525,000.00
UPLAND LOTS . 40,000.00

Total. 565,000.00
ANNUAL RENTALS -33,970 .+3% SALES TAX 1017. = Total ; 34,917.00

SEPT 13, 1985 WHITE PASS LTR TO SOUTHEAST STEVEDORING (COPY TO CITY)
EXPRESSES OPPOSITION TO CONSTRUCTION-OF ANOTHER RAMP, OFF LOADING FACILITY

1) "IF ANOTHER .-AMP IS CONSTRUCTED FROM LEFT OVER STATE TAX DOLLARS, JUST
BECAUSE IF THEY ARE NOT SPENT THEY MUST BE RETURNED TO THE STATE, IS AN
INAPPROPRIATE REASON TO DUPLICATE A FACILITY WHICH ALREADY HAS STATE TAX
DOLLARS IN IT AND GUARANTEES A RETURN TO THE CITY. WE SERIOUSLY QUESTION
IF THE PENDING PLAN TO SPEND THESE FUNDS MEETS THE LAWFUL INTENTION ;-

FROM THE VIEWPOINT OF A LONG TIME ALASKA TAXPAYER, IT IS THE HEIGHT OF
RIDICULOUSNESS.

2) I CANNOT HELP BUT FEEL THE COURSE OF ACTION BEING TAKEN BY THE CITY
OF SKAGWAY IS BASED, FOR A LARGE PART,” ON PERSONALITIES, BIASES, CONFLICTS
OF INTEREST AND ATTEMPTS TO NEGOTIATE OTHER PARTIESYy AGREEMENTS." THIS
RESULTS IN UNSOUND BUSINESS PRACTICES IN THEIR HASTE TO SPEND $700,000
BEFORE RETURNING IT TO THE STATE. JUST A DESIRE TO "CONTROL™ DOESN'T WASH



3) IT CANNOT BE DENIED THAT WHITE PASS HAS BEEN A GOOD CORPORATE
CITIZEN IN SKAGWAY AND THE STATE OF ALASKA FOR EIGHTY-FIVE YEARS AND
IT IS OUR INTENTION TO REMAIN SO. WE CAN ONLY DO SO IF ALLOWED TO BE
COMPETITIVE ON FAIR AND EQUAL TERMS. TWO LOADING/UNLOADING RAMPS,
COMPETING WITH PRIVATE INDUSTRY, BOTH BUILT BY STATE TAX DOLLARS,
PROVIDING GUARANTEED REVENUE FOR THE CITY, IS NOT A TRUE OR EQUAL
COMPETITIVE POSITION". ONE PAYS'LEASE FEES, PROPERTY TAXES, COLLECTS.
SALES TAX, USES LOCAL LABOUR, GUARANTEES A FIXED PERCENTAGEJQE:" J
FREIGHT TARIFFS TO THE CITY AND HAS GUARANTEED THREE CRUISE BERTHS
FOR FIFTEEN YEARS. THE SECOND RAMP WOULD HAVE NO SUCH OBLIGATIONS.
WE TOOK SEVERAL MILLION DOLLARS'meIN PROPERTY TO THE PARTY, THE STATE
PUT IN STATE TAX DOLLARS. THE CITY PUT IN NOTHING. -WE FURTHER PUT
IN A PRIORITY BERTH SCHEDULE FOR CRUISE VESSELS OVER FREIGHT VESSELS.
MUCH WAS DONE ON GOOD FAITH INTERPRETATION OF INTENT AND MORAL
COMMITMENTS. IT APPEARS THE WINDOW HAS CLOSED ON MORAL COMMITMENT,

GOOD FAITH AND INTENT."

JAN 25, 1988 CITY ADVISED WHITE PASS OF PENDING LEASE RENTAL ADJUSTMENT
ON MARCH 19, 1988 AND OF REQUIREMENT FOR jo SALES TAX ON WHITE PASS SUB
LEASE TO CURRAGH RESOURCES. (CITY SALES TAX INCREASED TO 4# IN .1989)

APRIL 22, 1988 CITY ADVISED WHITE PASS OF ASSESSED VALUATIONS AND

RENTALS COMMENCING MARCH 1988.
APPRAISERS VALUATIONS:

Annual Rental (+ ys0 sales tax)
TIDELANDS $702,000.00 “ $42,120.00 ;
LOTS $1.300.00 '3,078.00 «
TOTAL 753.300.00 45,198.00 = 46,553.94
e %o e 1

RETURNS AND BENEFITS

AS IS THE CASE NORMAL TO ANY LONG TERM ECONOMIC VENTURE INVOLVING
PARTICIPATION BY PUBLIC/GOVERNMENTAL ACTIVITIES AND PRIVATE BUSINESS
ENTERPRISE, A DISTINCTION MUST BE MADE BETWEEN THE RETURNS TO THE
GOVERNMENT SIDE WHICH ARE IMMEDIATELY '"MEASURABLE UPON RECEIPT AND
THE BENEFITS WHICH ACCRUE OVER TIME OR ARE CUMULATIVE IN NATURE.

THE FIRST CATEGORY CONSISTS OF THE FINANCIAL RETURNS TO THE CITY'S
COFFERS GENERATED BY:’

1) THE CITY'S LEASE RENTAL FEE FOR THE TIDELANDS LEASE.
2) THE CITY'S SALES TAX ONTHIS RENTAL "EE.

) THE CITY'S PROPERTY TAX ON IMPROVEMENTS OWNED BY THE LESSEE AND
)

'THE CITY'S SALES TAX ONTHE'suB LEASE RENTAL FEES. r
!/

w
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HOWEVER, A FIGURE OF ABOUT $90,000.00 ."HAS BEEN SUGGESTED. ON THE BASIS
OF THIS AMOUNTIT MAY BE INFERRED THAT'THE ANNUAL SUB LEASE RENTAL

RAID TO WHITE PASS EY CURRAUGH APPROXIMATES2 MILLION AND THAT THE TOTAL
ANNUAL RETURN TO THE CITY FROM THE TIDELANDS LEASE IS ABOUT $175,000.00
THIS"™ RETURN MAY BE COMPARED WITH Tfi'ATeW HICH MIGHT BE EXPECTED FROM THE

PROPOSED LEASE OF THE CITY'S REMAINING TIDELANDS TO AIDEA. SUCH RETURNS
WOULD CONSIST O0OF>....... r

1) THE CITY'SLEASE RENTAL FEE FROM AIDEA.
2) THE CITY'S SALES TAX ON RENTALS PAID TO AIDEA'BY SUB LESSEES.

(CURRAUGH HAS COMMITTED AND THERE LIKELY WOULD BE OTHER SUB LEASES)
3) CITY PROPERTY TAX ON ANY PROPERTY OWNED BY SUCH;SUB LESSEES.

THERE WOULD BE NO SALES TAXES ON THE' BASIC RENTAL FEE PAID OR PROPERTY
TAXES ON IMPROVEMENTS OWED BY AIDEA AS IT IS AN AGENCY OF THE STATE.
THE CITY WOULD CONTINUE 10 RECEIVE THE. FIRST THREE TYPES OF RETURN:
UNDER THE ORIGINAL TIDELANDS LEASE: THEREFORE, OVER ALL FINANCIAL
RETURNS TO THE CITY FROM A LEASE TO AIDEA WOULD BE NO LESS AND LIKELY

BE GREATER. . n .

THE SECOND CATEGORY, THE BENEFITS GENERATED BY ACTIVITIES ASSOCIATED
WITH THE LEASED TIDELANDS CAN 'NOT BE MEASURED PRECISELY IN DOLLAR
AMOUNTS: HOWEVER, THEY ARE OF GREATER LONG TERM VALUE TO THE CITY THAN
THE CALCULABLE FINANCIAL RETURNS. THEY CONSIST OF SUCH THINGS AS
INCREASED POPULATION, INCREASED EMPLOYMENT OPPORTUNITIES, INCREASED
SCHOOL ENROLLMENT, INCREASED EXPENDITURES WITHIN THE COMMUNITY ALONG
WITH THE MULTIPLIER EFFECT OF SUCH EXPENDITURES AND.INCREASED ACCESSIBILIY
AND VISITATION TO THE CITY RESULTING FROM YEAR AROUND MAINTENANCE AND
OPERATION OF THE KLONDIKE HIGHWAY. CURRAUGH MAKES..A MAJOR CONTRIBUTION
TO HIGHWAY MAINTENANCE. IT IS UNLIKELY THAT THEJ30AD WOULD BE OPERA-
TIONAL YEAR AROUND WITHOUT THIS'*OURCE OF FUNDING. AND, AS IN THE *
CASE Cf 'tHE FINANCIAL RETURNS, THE BENEFITS TO THE COMMUNITY WOULD

BE GREATER THAN THOSE RECEIVED UNDER THE PRESENT LEASE AS THE MULTI
PURPOSE DOCK FACILITY WOULD BE AVAILABLE FOR ADDITIONAL SUB LEASE BY
COMMERCIAL CARGO CARRIERS AND CRUISE-SHIPS.

MOST IMPORTANTLY, THE AVAILABILITY OF THE MULTI PURPOSE DOCK WOULD
INSURE-THE CONTINUATION OF SHIFMENT OF MINERALS THROUGH SKAGWAY AS
CURRAUGH HAS COMMITTED TO AIDEA THAT I-T WILL USE THIS' DOCK. IN CONTRAST,
IF CURRAUGH WERE TO DISCONTINUE USE OF THE WHITE PASS DOCK BY REASON

OF OBSOLESCENCE, ENVIRONMENTAL UNSUITABILITY OR INABILITY TO AGREE TO
LEASE TERMS V/iTH WHITE PASS AND THERE WERE NO ALTERNATIVE FACILITY
AVAILABLE FOR ORE SHIPMENT THROUGH SKAGWAY, THE CITY WOULD LOSE A

GREAT PORTION OF THE CURRENT FINANCIAL RETURNS AND’ESSENTIALLY ALL OF
THE BENEFITS PRESENTLY BEING RECEIVED FROM THE TIDELANDS LEASE.



