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A G E N C Y :  D E P A R T M E N T  OF C O M M E R C E
C A T E G O R Y :  P U B L I C  P R O T E C T I O N

t  E C O N O M I C  D E V E L O P M E N T P R O G R A M :  AK  P U B L I C  U T I L I T I E S  C O M M I S S I O N
S U B - P R O G R A M :

L EG. FIN.

------  F I S C A L Y E A R

’E N D I T U R E S
F U N D I N G

(01) 
F Y 8 8  A C T

(02) 
F Y 8 9  CC

(24) 
F Y 8 9  A T H

(25) (26) 
F Y 9 0 B A S E  F Y 9 0 A D J B

(27) 
F Y 9 0  A G Y

(28) 
F Y 9 0  G O V

( 08) 
G O V  A M D

(09)
H O U S E

P E R 5 .  S E RV. 2 1 0 3 . 5 2 1 1 3 . 6 2 1 1 3 . 6 2 1 7 5 . 0 2 1 7 5 . 0 2 3 0 5 . 4 2 1 7 5 . 0 2 1 7 5 . 0

T R A V E L 2 7 . 4 5 7 . 1 5 7 . 1 5 7 . 1 5 7.1 5 7 . 1 5 7 . 1 5 7 . 1

C O N T R A C T U A L 1 1 7 4 . 3 1 5 9 3 . 9 1 5 9 3 . 9 1 5 9 3 . 9 1 5 9 3 . 9 1 7 6 8 . 9 1 5 9 3 . 9 1 5 9 3 . 9

C O M M O D I T I E S 2 0 . 8 2 2 . 0 2 2 . 0 2 2 . 0 2 2.0 22. 0 2 2 . 0 2 2 . 0

E Q U I P M E N T 3.9 2 . 9 2 . 9 2 . 9 2 .9 2 0 . 3 2 . 9 2 . 9

L A N D S / B L D G S

G R A N T S ,  C L M S

M I S C . 1 0 0 . 0

T O T A L  E X P E N D 3 3 2 9 . 9 3 7 8 9 . 5 3 8 8 9 . 5 3 8 5 0 . 9 3 8 5 0 . 9 4 1 7 3 . 7 3 8 5 0 . 9 3 8 5 0 . 9

I-A T R A N S F E R 2 3 1 . 1 2 3 1 . 1 2 3 1 . 1 2 3 1 . 1 2 3 1 . 1 2 3 1 . 1 2 3 1 . 1

04 G E N  F U N D
05 G F / P R G M

2 4 5 2 . 6
8 7 7 . 3

2 5 4 4 . 2
1 2 4 5 . 3

2 6 4 4 . 2
1 2 4 5 . 3

2 6 0 5 . 6
1 2 4 5 . 3

2 6 0 5 . 6
1 2 4 5 . 3

3 3 2 8 . 4
8 4 5 . 3

3 0 0 5 . 6
8 4 5 . 3

3 8 5 0 . 9

FUL L  T I M E  
P A R T  T I M E  
T E M P O R A R Y  
S T A F F  M O N T H S

4 0 . 0

4 8 0 . 0

4 0 . 0

4 8 0 . 0

4 0.0 

4 8 0 . 0

4 0 . 0  

480. 0

4 0.0

4 8 0 . 0

4 1. 0

4 9 2 . 0

4 0 . 0

4 8 0 . 0

4 0 . 0

4 8 0 . 0

UI P O S I T I O N S . . .

T I T L E L O C A T I O N  T Y P C 0 S T F U N D  I 1

I N F O R M A T I O N  O F F I C E R  I A N C H O R A G E F 01 P E R S .  SERV. 
05 E Q U I P M E N T  

P O S ’N C O S T

4 8 . 0
4 . 5

5 2 . 5

1 0 0 4  G E N F U N D

N E W  P O S I T I O N T O T A L S XX T O T A L  C O S T 5 2 . 5

1 9  9 0

(10) (11)
S E N A T E  C. C.

( 12) (13)
B I L L S  LEG. RE(

N G R E Q  G V  H S  SN  CC

5 2 . 5  1 0 0 0 0
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P r o p o s e d  b y  A R E C A  
F e b r u a r y  2, 1 2 8 9

A S  4 2 . 0 5 . 7 2 0 ( 3 )  D e f i n i t i o n s , " P u b l i c "  is a m e n d e d  to read:

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

(A) a n y  g r o u p  o f  10 or m o r e  c u s t o m e r s  t h a t  p u r c h a s e
t h e  s e r v i c e  or c o m m o d i t y  f u r n i s h e d  b y  a p u b l i c
u t i l i t y  as d e f i n e d  in (4) o f  t h i s  s e c t i o n  a n d  t h a t  
is l o c a t e d  o r  p u r c h a s e s  t h e  p r o d u c t  or s e r v i c e  
o u t s i d e  t h e  c e r t i f i e d  s e r v i c e  a r e a  o f  a p u b l i c  
u t i l i t y ; [ANDJ

(B) a n y  p e r s o n ,  a s s o c i a t i o n  o r  c o r p o r a t i o n  t h a t  p u r ­
c h a s e s  a u t i l i t y  s e r v i c e  o r  p r o d u c t  a n d  t h a t is 
l o c a t e d  or p u r c h a s e s  t h e  p r o d u c t  o r  s e r v i c e  w i t h i n 
t h e  c e r t i f i c a t e d  s e r v i c e  a r e a  o f  a p u b l i c  u t i l i t y ;  
a n d

[(B)] (C) a n y  u t i l i t y  p u r c h a s i n g  t h e  p r o d u c t  or s e r v i c e  or
p a y i n g  f o r  t h e  t r a n s m i s s i o n  o f  e l e c t r i c  e n e r g y ,  
n a t u r a l  or m a n u f a c t u r e d  g a s ,  o r  p e t r o l e u m  p r o d u c t s  
w h i c h  a r e  r e - s o l d  t o  a n  i n d i v i d u a l  or [A] g r o u p  
i n c l u d e d  in (A) o r  (B) o f  t h i s  p a r a g r a p h  or w h i c h  
a r e  u s e d  to p r o d u c e  t h e  s e r v i c e  or c o m m o d i t y  s o l d  
to t h e  p u b l i c  b y  t h e  u t i l i t y ;

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

u n d e r  A S  4 2 . 0 5 .  T h e  " P u b l i c "  w o u l d  b e  (1) t e n  or m o r e  
c u s t o m e r s  o u t s i d e  a c e r t i f i c a t e d  s e r v i c e  a r e a ,  (2) o n e  
c u s t o m e r  w i t h i n  t h e  c e r t i f i c a t e d  s e r v i c e  a r e a  o f  a 
u t i l i t y ,  a n d  (3) a u t i l i t y  b u y i n g  a p r o d u c t  o r  s e r v i c e  
f o r  r e s a l e .  T h i s  a m e n d m e n t  w a s  d r a f t e d  in t h i s  w a y  to 
c o n t i n u e  t o  p e r m i t  u t i l i t y  t y p e  s a l e s ,  w i t h o u t  
r e g u l a t i o n ,  t o  f e w e r  t h a n  10 c u s t o m e r s  o u t s i d e  o f  an 
a r e a  c e r t i f i c a t e d  t o  a u t i l i t y  w h i l e  t r e a t i n g  a n y  s u c h  
s a l e  w i t h i n  a c e r t i f i c a t e d  t e r r i t o r y  a s  a u t i l i t y  
t r a n s a c t i o n .  T h i s  a m e n d m e n t  w o u l d  g i v e  t h e  c o m m i s s i o n  
t h e  a u t h o r i t y  t c  p r o t e c t  t h e  f i n a n c i a l  h e a l t h  o f  
A l a s k a ' s  u t i l i t i e s  f r o m  b e i n g  u n d e r m i n e d  b y  o t h e r  

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



P r o p o s e d  by ARECA  
F e b r u a r y  2, 1989

AS 4 2 . 0 5 . 4 6 1  i s  amended t o  r e a d :

AS 4 2 . 0 5 . 4 6 1 .  C o n t i n u i n g P r o p e r t y  R e c o r d s . T h e  c o m m i s s i o n  
may r e q u i r e  a p u b l i c  u t i l i t y  t o  e s t a b l i s h ,  p r o v i d e ,  and  
m a i n t a i n  a s  p a r t  o f  i t s  s y s t e m  o f  a c c o u n t s ,  c o n t i n u i n g  
p r o p e r t y  r e c o r d s  s e g r e g a t e d  b y  t h e  y e a r  o f  p l a c e m e n t  i n  
s e r v i c e ,  i n c l u d i n g  a l i s t  o r  i n v e n t o r y  o f  a l l  t h e  u n i t s  o f  
t a n g i b l e  p r o p e r t y  u s e d  o r  u s e f u l  i n  t h e  p u b l i c  s e r v i c e  
i d e n t i f y i n g  t h e  p r o p e r t y  by l o c a t i o n  o r  p r o j e c t  [ ,  SHOWING 
T H E  C U R R E N T  L O C A T I O N  O F  T H E  P R O P E R T Y  U N I T S  BY D E F I N I T E  
R E F E R E N C E  TO  T H E  S P E C I F I C  LAND P A R C E L S  UPON WHICH TH E  U N ITS  
ARE  L O C A T E D  OR S T O R E D ] .  T h e  c o m m i s s i o n  may r e q u i r e  a p u b l i c  
u t i l i t y  t o  k e e p  a c c o u n t s  and r e c o r d s  i n  s u c h  a manner  a s  t o  
s h o w ,  c u r r e n t l y ,  t h e  o r i g i n a l  c o s t  o f  t h e  p r o p e r t y  w hen  
f i r s t  d e v o t e d  t o  t h e  p u b l i c  s e r v i c e ,  and t h e  r e l a t e d  r e s e r v e  
f o r  d e p r e c i a t i o n .  E a c h  p u b l i c  u t i l i t y  w i t h  a n n u a l  r e v e n u e s  
e x c e e d i n g  $ 1 00 ,0 0 0  s h a l l  k e e p  c o n t i n u i n g  p r o p e r t y  r e c o r d s .

C o m m e n t : T h e  p u r p o s e  o f  t h i s  p r o p o s e d  amendment  i s  t o  p e r m i t
r e g u l a t e d  u t i l i t i e s  t o  k e e p  t h e  same k i n d  o f  c o n t i n u i n g  
p r o p e r t y  r e c o r d s  f o r  t h e  APUC as  t h e y  a r e  r e q u i r e d  t o  
k e e p  f o r  REA ,  C F C ,  and o t h e r  l e n d e r s .  W i t h o u t  t h i s  
a m endm ent ,  t h e  p r e s e n t  l a w  a c t u a l l y  r e q u i r e s  a d e t a i l e d  
m a p p i n g  s y s t e m  t o  i d e n t i f y  t h e  l o c a t i o n ,  by  l e g a l  
d e s c r i p t i o n ,  o f  e v e r y  c r o s s a r m  and b o l t  i n  t h e  s y s t e m .



P r o p o s e d  b y  A R E C A  
F e b r u a r y  2, 1 9 8 9

A S  4 2 . 0 5 . 3 8 1  is a m e n d e d  b y  a d d i n g  a n e w  s u b s c r i p t i o n :

A S  4 2 . 0 5 . 3 8 1 ( f )  D u e s  or f e e s  p a i d  to a t r a d e  a s s o c i a t i o n  
t h a t  is t a x  e x e m p t  u n d e r  S e c t i o n  5 0 1 ( c ) ( 6 )  o f  the m t e r n a l  
R e v e n u e  C o d e  s h a l l  n o t  b e  d i s a l l o w e d  a s  a b u s i n e s s  e x p e n s e s  
b e c a u s e  t h e  t r a d e  a s s o c i a t i o n  is e n g a g e d  in l o b b y i n g .

C o m m e n t : T h e  p u r p o s e  o f  t h i s  p r o p o s e d  a m e n d m e n t  is to p r o t e c t

t h e  e x i s t e n c e  o f  a s s o c i a t i o n s  l i k e  A R E C A  b y  e s t a b l i s h ­
ing  in t h e  l a w  t h a t  d u e s  p a i d  to s u c h  a s s o c i a t i o n s  a r e
a n  a p p r o p r i a t e  b u s i n e s s  e x p e n s e  f o r  t h e  m e m b e r  u t i l i ­
t i e s  .



A  P E R F O R M A N C E  R E P O R T  O N  T H E  

D E P A R T M E N T  O F  C O M M E R C E  A N D  
E C O N O M I C  D E V E L O P M E N T  

A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

F e b r u a r y  14, 1 9 8 9

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

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

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

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

L a r r y  M e r c u l i e f f

J e f f r e y  W. B u s h

M e m b e r s  o f  t h e  

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n

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

S u s a n  M. K n o w l e s  

C a r o l y n  S. G u e s s  

P e t e r  S o k o l o v  
L o u i s  E. A g i  

K a t h l e e n  L. W h i t e a k e r

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT



f mu AUDIT DIVISION 
P.O. BOX W
JUNEAU. ALASKA 99811-3300

THE LEGISLATURE
BUDGET AND AUDIT COMMITTEE

F e b r u a r y  21, 1 9 8 9

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

I n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  T i t l e s  24 a n d  44 o f  the 
A l a s k a  S t a t u t e s ,  t h e  a t t a c h e d  r e p o r t  is s u b m i t t e d  f o r  y o u r  

r e v i e w .

A  P E R F O R M A N C E  R E P O R T  O N  T H E  
D E P A R T M E N T  O F  C O M M E R C E  A N D  

E C O N O M I C  D E V E L O P M E N T  

A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

F e b r u a r y  14, 1 9 8 9

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

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

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

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

r e s u l t s  m a y  b e  f o u n d  i n  t h e  R e p o r t  C o n c l u s i o n s ,  F i n d i n g s  a n d  
R e c o m m e n d a t i o n s ,  a n d  i n  t h e  A n a l y s i s  o f  P u b l i c  N e e d  s e c t i o n s  

o f  t h i s  r e p o r t .

L e g i s l a t i v e  A u d i t o r  
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t



T A B L E  O F  C O N T E N T S

g a g?.

O r g a n i z a t i o n  a n d  F u n c t i o n  ................................... 3

R e p o r t  C o n c l u s i o n s  . ......................................... 5

F i n d i n g s  a n d  R e c o m m e n d a t i o n s  ........................ 7

A n a l y s i s  o f  P u b l i c  N e e d ...................................... 19

A p p e n d i x :

S u m m a r y  o f  A p p r o p r i a t i o n s  a n d
E x p e n d i t u r e s  ..............................................  23

A g e n c y  R e s p o n s e :

A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n ....................  25

R e p o r t  O b j e c t i v e s ,  S c o p e ,  a n d  M e t h o d o l o g y  .............  1

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT



R E P O R T  O B J E C T I V E S ,  S C O P E ,  A N D  M E T H O D O L O G Y

In a c c o r d a n c e  w i t h  t h e  i n t e n t  o f  T i t l e s  24 a n d  44 o f  the 
A l a s k a  S t a t u t e s ,  w e  h a v e  e x a m i n e d  t h e  a c t i v i t i e s  o f  the 
A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  ( h e r e i n a f t e r  r e f e r r e d  to 
as A P U C  o r  t h e  c o m m i s s i o n )  to d e t e r m i n e  if t h e r e  is a 
d e m o n s t r a t e d  p u b l i c  n e e d  f or  i t s  c o n t i n u e d  e x i s t e n c e  a n d  if 
t h e  c o m m i s s i o n  h a s  o p e r a t e d  in a n  e f f i c i e n t  a n d  e f f e c t i v e  

m a n n e r .

L e g i s l a t i v e  i n t e n t  requi?:es c o n s i d e r a t i o n  o f  t h i s  r e p o r t  

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

t h a t  t h e  c o m m i s s i o n  w i l l  t e r m i n a t e  J u n e  30, 1 9 8 9  a n d  h a v e  
o n e  y e a r  f r o m  t h a t  d a t e  to c o n c l u d e  i t s  a f f a i r s .

T h e  p o l i c y  a n d  a u d i t  a p p r o a c h  u t i l i z e d  b y  t h e  D i v i s i o n  
o f  L e g i s l a t i v e  A u d i t  f o r  p e r f o r m a n c e  r e p o r t s  c a n  b e s t  b e  
d e s c r i b e d  as " a u d i t  b y  e x c e p t i o n . "  T h i s  m e t h o d o l o g y  f o c u s e s  
a u d i t  e f f o r t  o n  a r e a s  o f  a n  a u d i t e e ' s  o p e r a t i o n s  t h a t  h a v e  
b e e n  i d e n t i f i e d  b y  a p r e l i m i n a r y  s u r v e y  as h a v i n g  a h i g h  
d e g r e e  o f  p r o b a b i l i t y  f o r  n e e d i n g  i m p r o v e m e n t s .

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

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

O b j e c t i v e s

A P U C  w a s  c r e a t e d  to r e g u l a t e  p u b l i c  u t i l i t i e s  so t h a t  
c i t i z e n s  c o u l d  e n j o y  a d e q u a t e  s e r v i c e  a t  t h e  l o w e s t  r e a s o n ­
a b l e  r a t e s .  T h e  p r i m a r y  o b j e c t i v e  o f  t h i s  a u d i t ,  t h e r e f o r e ,  

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

c o n t i n u e s  t o  e x i s t .

T h e  s e c o n d a r y  o b j e c t i v e  w a s  to r e v i e w  t h e  c o m m i s s i o n ' s  m a j o r  
f u n c t i o n s ,  n a m e l y  c e r t i f i c a t i o n  o f  u t i l i t i e s ,  t a r i f f  
a c t i o n s ,  i n v e s t i g a t i o n s ,  a n d  c o m p l a i n t  f o l l o w - u p  f o r  e f f e c­
t i v e n e s s  in m e e t i n g  t h e  p u b l i c  n e e d .  T h e  t e r t i a r y  o b j e c t i v e  
w a s  to e v a 1u a t e  t h e s e  f u n c t i o n s  i n  p a r t i c u l a r ,  a n d  t h e  
A P U C ' s  o p e r a t i o n s  in g e n e r a l ,  f o r  e c o n o m y  a n d  e f f i c i e n c y  o f  

o p e r a t i o n .

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

s e c t i o n s  o f  t h i s  r e p o r t .
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O R G A N I Z A T I O N  A N D  F U N C T I O N

P u b l i c  u t i l i t y  r e g u l a t i o n  in A l a s k a  h a s  e v o l v e d  s u b s t a n ­
t i a l l y  s i n c e  t h e  c r e a t i o n  o f  the P u b l i c  S e r v i c e s  C o m m i s s i o n  
(PSC) i n  1959. T h a t  t h r e e - m e m b e r  b o d y  h a d  j u r i s d i c t i o n  o v e r  
e l e c t r i c  p o w e r ,  h e a t ,  w a t e r ,  g a s ,  oil o r  o t h e r  p e t r o l e u m  
p r o d u c t s  ( e x c e p t  b y  p i p e l i n e ) , t e l e p h o n e  o r  t e l e g r a p h  
c o m m u n i c a t i o n s ,  a n d  c o m m u n i t y  s e w e r  s e r v i c e s .  In 1 9 6 0  P S C  
g a i n e d  r e s p o n s i b i l i t y  f o r  t r a n s p o r t a t i o n  u t i l i t i e s  w h i c h  it 

r e g u l a t e d  u n t i l  the c r e a t i o n  o f  t h e  A l a s k a  T r a n s p o r t a t i o n  
C o m m i s s i o n  in 1966.

P S C  w a s  r e p l a c e d  b y  a t h r e e - m e m b e r  A l a s k a  P u b l i c  U t i l i t i e s  
C o m m i s s i o n  in 1970. R e g u l a t e d  i n d u s t r i e s  t h e n  i n c l u d e d  
e l e c t r i c a l ,  t e l e c o m m u n i c a t i o n s ,  w a t e r ,  s t e a m ,  s e w e r ,  gas, 
a n d  p e t r o l e u m  w h e n  n o  c o m p e t i t i o n  e x i s t e d .  A  1 9 7 3  a m e n d m e n t  
a d d e d  g a r b a g e ,  r e f u s e ,  t r a s h  o r  o t h e r  w a s t e  to t h e  list. 
A m e n d m e n t s  p a s s e d  in 1 9 8 0  p r o v i d e d  e x e m p t i o n s  f r o m  e c o n o m i c  
r e g u l a t i o n  f o r  c a b l e  t e l e v i s i o n  s e r v i c e s  a n d  o t h e r  u t i l i t i e s  
w i t h  l o w  a n n u a l  g r o s s  r e v e n u e s  as w e l l  as e s t a b x i s h i n g  a 
p r o v i s i o n  a l l o w i n g  e c o n o m i c  d e r e g u l a t i o n  b y  c o n s u m e r  v o t e  
f o r  c e r t a i n  u t i l i t y  g r o u p s .  W i t h  a b o l i t i o n  o f  t h e  A l a s k a  
P i p e l i n e  C o m m i s s i o n  in 1981, j u r i s d i c t i o n  o v e r  p i p e l i n e s  
p a s s e d  to A P U C .

In a d d i t i o n  to j u r i s d i c t i o n a l  c h a n g e s ,  c o m p o s i t i o n  o f  A P U C  
a l s o  c h a n g e d .  A l a s k a  S t a t u t e  4 2 . 0 5 . 0 4 0  o r i g i n a l l y  r e q u i r e d  
o n e  m e m b e r  to b e  a l a w  s c h o o l  g r a d u a t e ,  o n e  to b e  a u n i v e r ­
s i t y  g r a d u a t e  w i t h  a m a j o r  i n  e n g i n e e r i n g ,  a n d  o n e  to b e  a 
u n i v e r s i t y  g r a d u a t e  w i t h  a m a j o r  i n  f i n a n c e ,  a c c o u n t i n g ,  
o r  b u s i n e s s  a d m i n i s t r a t i o n .  T w o  a d d i t i o n a l  p o s i t i o n s  w e r e  
a d d e d  to t h e  c o m m i s s i o n  in 1 9 7 5  f o r  w h i c h  n o  s p e c i a l  q u a l i ­
f i c a t i o n s  w e r e  e s t a b l i s h e d .  A l l  m e m b e r s  a r e  a p p o i n t e d  b y  
t h e  G o v e r n o r  a n d  c o n f i r m e d  b y  t h e  L e g i s l a t u r e  f o r  s i x - y e a r  
t e r m s .

U n d e r  A S  4 2 , 0 5  a n d  A S  4 2 . 0 6 ,  A P U C  is c h a r g e d  w i t h  the 
r e s p o n s i b i l i t y  to e n s u r e  t h e  f u r n i s h i n g  o f  a d e q u a t e  s e r v i c e  
to a l l  p u b l i c  u t i l i t y  p a t r o n s ,  w i t h o u t  d i s c r i m i n a t i o n ,  a n d  

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

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

N e c e s s i t y .  A f t e r  i s s u a n c e  o f  t h i s  c e r t i f i c a t e  t h e  c o m m i s ­
s i o n  t h e n  r e g u l a t e s  t h e  r a t e s ,  c l a s s i f i c a t i o n s ,  r u l e s ,  
r e g u l a t i o n s ,  p r a c t i c e s ,  s e r v i c e s ,  a n d  f a c i l i t i e s  o f  a p u b l i c  
u t i l i t y ,  u n l e s s  it is e x e m p t e d  o r  d e r e g u l a t e d .  T h e  c o m m i s ­
s i o n  h a s  t h e  a u t h o r i t y  t o  a d o p t  r e g u l a t i o n s  a n d  to h o l d  
f o r m a l ,  q u a s i - j u d i c i a l  h e a r i n g s  to a c c o m p l i s h  t h e s e  
p u r p o s e s .
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R E P O R T  C O N C L U S I O N S

T h i s  r e v i e w  c o n t a i n s  p o l i c y  i s s u e s  r a i s e d  a3 a r e s u l t  o f  
o u r  e v a l u a t i o n  o f  v a r i o u s  c o m m i s s i o n  p r a c t i c e s .  T h e  f i n a l  
p o l i c y  d e c i s i o n s  a f f e c t i n g  t h o s e  p r a c t i c e s  a r e  n o t  w i t h i n  
the s c o p e  o f  th i s  r e v i e w  b u t  r e q u i r e  l e g i s l a t i v e  c o n s i d e r a­

tio n .  In d e b a t i n g  t h e s e  d e c i s i o n s  the l e g i s l a t i v e  o v e r s i g h t  
c o m m i t t e e s  s h o u l d  t a k e  i n t o  c o n s i d e r a t i o n  the f i n d i n g s  a n d  
r e c o m m e n d a t i o n s  p r e s e n t e d  in t h i s  r e p o r t  to a s s i s t  t h e m  in 
e v a l u a t i n g  t h e  p o t e n t i a l  i m p a c t  o f  a n y  p o l i c y  c h a n g e s .

R e p o r t  C o n c l u s i o n s

In o u r  o p i n i o n ,  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  is 
o p e r a t i n g  in a n  e f f i c i e n t  a n d  e f f e c t i v e  m a n n e r  a n d  s h o u l d  
c o n t i n u e  to r e g u l a t e  p u b l i c  u t i l i t i e s  a n d  p i p e l i n e s .  W e  
b e l i e v e  t h a t  the p u b l i c  i n t e r e s t  is b e i n g  s e r v e d  b y  r e q u i r­
in g  p u b l i c  u t i l i t i e s  a n d  p i p e l i n e s  to b e  c e r t i f i c a t e d  b y  

A P U C .  T h i s  p r o c e s s  s t a b i l i z e s  d e m a n d  f o r  t h e  u t i l i t y  
s e r v i c e  b y  e l i m i n a t i n g  c o m p e t i t i o n  a n d  t h e r e b y  a l l o w i n g  
e c o n o m i e s  o f  s c a l e  to o p e r a t e .  E c o n o m i c  r e g u l a t i o n  b y  the 
c o m m i s s i o n ,  in p l a c e  o f  t h a t  c o m p e t i t i o n ,  e n s u r e s  t h a t  the 
u t i l i t i e s  p r o v i d e  a d e q u a t e  s e r v i c e  a t  t h e  l o w e s t  r e a s o n a b l e  
r a t e s .

A l t h o u g h  t h i s  e c o n o m i c  j u s t i f i c a t i o n  is v a l i d  f o r  the 
m a j o r i t y  o f  u t i l i t i e s  r e g u l a t e d  b y  A P U C ,  w e  e v a l u a t e d  t h e i r  

j u r i s d i c t i o n  f o r  p o t e n t i a l  a r e a s  o f  d e r e g u l a t i o n  f o r  s e v e r a l  
m a j o r  r e a s o n s :  (1) to c o m p l y  w i t h  t h e  i n t e n t  o f  s u n s e t
l e g i s l a t i o n  w h i c h  a t t r i b u t e d  p u b l i c  d i s e n c h a n t m e n t  w i t h  
s t a t e  g o v e r n m e n t  to a p r o l i f e r a t i o n  o f  t h a t  g o v e r n m e n t ;  
(2) i n  r e c o g n i t i o n  o f  t h e  f a c t  t h a t  t h e  c o s t  o f  r e g u l a t i o n  
m a y  e x c e e d  i t s  b e n e f i t s ;  (3) t h e  i n c r e a s e d  d e m a n d s  b e i n g  
p l a c e d  o n  c o m m i s s i o n  r e s o u r c e s ;  a n d  (4) t h e  S t a t e ' s  a b i l i t y  
to p r o v i d e  t h o s e  r e s o u r c e s .

O u r  a n a l y s e s  r e v e a l e d  s e v e r a l  i n d u s t r i e s  w h e r e  r e g u l a t i o n  
c o u l d  b e  e l i m i n a t e d  w i t h  m i n i m u m  n e g a t i v e  p u b l i c  i m p a c t .  
O u r  i n i t i a l  c r i t e r i a  w a s  w h e t h e r  t h e  s e r v i c e  w a s  e s s e n t i a l  
f o r  m o d e r n  l i v i n g  to t h e  a v e r a g e  A l a s k a n  and, if so, w h e t h e r  
t h e  i n d u s t r y  o p e r a t e d  as a n a t u r a l  m o n o p o l y .  A l t h o u g h  it is 
u n c e r t a i n  w h e t h e r  r a t e s  u n d e r  d e r e g u l a t i o n  w o u l d  b e  h i g h e r  
o r  l o w e r ,  d e r e g u l a t i o n  s h o u l d  p r o v i d e  b e n e f i t s  s u c h  as 
c o m p e t i t i v e  a l t e r n a t i v e s  to e x i s t i n g  s e r v i c e s  a n d  m o r e  

i n n o v a t i v e  s e r v i c e s  a n d  r a t e  d e s i g n s .  A d d i t i o n a l l y ,  s e r­
v i c e s  m a y  b e  p r o v i d e d  i n  a r e a s  n o t  p r e v i o u s l y  s e r v e d  as a 
r e s u l t  o f  e l i m i n a t i n g  t h e  b a r r i e r  to e n t r y  i n t o  t h e  m a r k e t ­
p l a c e  t h a t  h a s  b e e n  e r e c t e d  b y  c e r t i f i c a t i o n  a n d  t h e  c o s t  o f  
r e g u l a t i o n .  W h i l e  r e f u s e  c o l l e c t i o n  s e r v i c e s  m a y  b e  c o n s i d­
e r e d  e s s e n t i a l  b y  m a n y ,  t h i s  i n d u s t r y  is n o t  a n a t u r a l

P o l i c y  I s s u e s
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R E P O R T  O B J E C T I V E S ,  S C O P E ,  A N D  M E T H O D O L O G Y

In a c c o r d a n c e  w i t h  t h e  i n t e n t  o f  T i t l e s  24 a n d  44 o f  t h e  
A l a s k a  S t a t u t e s ,  w e  h a v e  e x a m i n e d  t h e  a c t i v i t i e s  o f  t h e  
A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  ( h e r e i n a f t e r  r e f e r r e d  to 
as A P U C  o r  t h e  c o m m i s s i o n )  to d e t e r m i n e  if t h e r e  is a 
d e m o n s t r a t e d  p u b l i c  n e e d  f o r  i t s  c o n t i n u e d  e x i s t e n c e  a n d  if 
t h e  c o m m i s s i o n  h a s  o p e r a t e d  in a n  e f f i c i e n t  a n d  e f f e c t i v e  
m a n n e r .

L e g i s l a t i v e  i n t e n t  r e q u i r e s  c o n s i d e r a t i o n  o f  t h i s  r e p o r t  
d u r i n g  t h e  l e g i s l a t i v e  o v e r s i g h t  h e a r i n g s  to d e t e r m i n e  
w h e t h e r  A P U C  s h o u l d  b e  r e e s t a b l i s h e d .  T h e  l a w  n o w  s p e c i f i e s  
t h a t  t h e  c o m m i s s i o n  w i l l  t e r m i n a t e  J u n e  30, 1 9 8 9  a n d  h a v e  
o n e  y e a r  f r o m  t h a t  d a t e  to c o n c l u d e  its a f f a i r s .

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

d e s c r i b e d  as " a u d i t  b y  e x c e p t i o n . "  T h i s  m e t h o d o l o g y  f o c u s e s  
a u d i t  e f f o r t  o n  a r e a s  o f  a n  a u d i t e e ' s  o p e r a t i o n s  t h a t  h a v e  
b e e n  i d e n t i f i e d  b y  a p r e l i m i n a r y  s u r v e y  as h a v i n g  a h i g h  
d e g r e e  o f  p r o b a b i l i t y  f o r  n e e d i n g  i m p r o v e m e n t s .

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

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

Obj e c t i v e s

A P U C  w a s  c r e a t e d  to r e g u l a t e  p u b l i c  u t i l i t i e s  s o  t h a t  
c i t i z e n s  c o u l d  e n j o y  a d e q u a t e  s e r v i c e  a t  t h e  l o w e s t  r e a s o n ­
a b l e  r a t e s .  T h e  p r i m a r y  o b j e c t i v e  o f  t h i s  a u d i t ,  t h e r e f o r e ,  
w a s  to d e t e r m i n e  w h e t h e r  t h e  p u b l i c  n e e d  f o r  t h e  c o m m i s s i o n  

c o n t i n u e s  to e x i s t .

T h e  s e c o n d a r y  o b j e c t i v e  w a s  to r e v i e w  t h e  c o m m i s s i o n ' s  m a j o r  
f u n c t i o n s ,  n a m e l y  c e r t i f i c a t i o n  o f  u t i l i t i e s ,  t a r i f f  

a c t i o n s ,  i n v e s t i g a t i o n s ,  a n d  c o m p l a i n t  f o l l o w - u p  f o r  e f f e c ­
t i v e n e s s  in m e e t i n g  t h e  p u b l i c  n e e d .  T h e  t e r t i a r y  o b j e c t i v e  
w a s  to e v a l u a t e  t h e s e  f u n c t i o n s  i n  p a r t i c u l a r ,  a n d  t h e  
A P U C ' s  o p e r a t i o n s  in g e n e r a l ,  f o r  e c o n o m y  a n d  e f f i c i e n c y  o f  
o p e r a t i o n .

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

T h e  p r i m a r y  e m p h a s i s  o f  o u r  a u d i t  w a s  o n  the f a c t o r s  o u t ­
l i n e d  in t h e  A n a l y s i s  o f  P u b l i c  N e e d  s e c t i o n  o f  t h i s  r e p o r t .  
A l a s k a  S t a t u t e  4 4 . 6 6 . 0 5 0  r e q u i r e s  t h a t  t h e s e  f a c t o r s  b e  
c o n s i d e r e d  i n  t h e  d e t e r m i n a t i o n  o f  t h e  c o m m i s s i o n ' s  c o n t i n ­
u e d  e x i s t e n c e .  T o  a d d r e s s  t h e s e  a r e a s ,  w e  a n a l y z e d  t h e  n e e d  
f o r  r e g u l a t i o n  o f  t h e  v a r i o u s  i n d u s t r i e s ,  r e v i e w e d  p e r t i n e n t  
a c a d e m i c  l i t e r a t u r e ,  c o n s i d e r e d  t h e  r e g u l a t o r y  s t a t u s  a n d  
t r e n d s  n a t i o n w i d e ,  i n t e r v i e w e d  c o m m i s s i o n e r s  a n d  s t a f f ,  
r e v i e w e d  A P U C ' s  s t a t u t e s  a n d  r e g u l a t i o n s ,  c o n t a c t e d  t h e  

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

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

t i e s  a n d  b y  r e v i e w i n g  i n d i v i d u a l  f i l e s .

O u r  r e v i e w  o f  d e c i s i o n s ,  c o m p l a i n t s ,  t a r i f f  a c t i o n s ,  h e a r ­
ings, i n v e s t i g a t i o n s ,  a n d  c e r t i f i c a t i o n s  w a s  p e r f o r m e d  
p r i m a r i l y  o n  a s a m p l e  o f  F Y  88 i t e m s .  T h e s e  w e r e  s e l e c t e d  
o n  a j u d g m e n t a l  b a s i s  to a l l o w  u s  to f o c u s  o n  c e r t a i n  
a c t i v i t i e s  a n d  i n d u s t r i e s .
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O R G A N I Z A T I O N  A N D  F U N C T I O N

P u b l i c  u t i l i t y  r e g u l a t i o n  in A l a s k a  h a s  e v o l v e d  s u b s t a n ­
t i a l l y  s i n c e  t h e  c r e a t i o n  o f  the P u b l i c  S e r v i c e s  C o m m i s s i o n  
(PSC) i n  1 9 5 9 .  T h a t  t h r e e - m e m b e r  b o d y  h a d  j u r i s d i c t i o n  o v e r  
e l e c t r i c  p o w e r ,  h e a t ,  w a t e r ,  g a s ,  o i l  o r  o t h e r  p e t r o l e u m  
p r o d u c t s  ( e x c e p t  b y  p i p e l i n e ) ,  t e l e p h o n e  o r  t e l e g r a p h  
c o m m u n i c a t i o n s ,  a n d  c o m m u n i t y  s e w e r  s e r v i c e s .  I n  1 9 6 0  P S C  
g a i n e d  r e s p o n s i b i l i t y  f o r  t r a n s p o r t a t i o n  u t i l i t i e s  w h i c h  it 
r e g u l a t e d  u n t i l  t h e  c r e a t i o n  o f  t h e  A l a s k a  T r a n s p o r t a t i o n  
C o m m i s s i o n  in 1966.

P S C  w a s  r e p l a c e d  b y  a t h r e e - m e m b e r  A l a s k a  P u b l i c  U t i l i t i e s  
C o m m i s s i o n  i n  197 0 .  R e g u l a t e d  i n d u s t r i e s  t h e n  i n c l u d e d  
e l e c t r i c a l ,  t e l e c o m m u n i c a t i o n s ,  w a t e r ,  s t e a m ,  s e w e r ,  gas, 
a n d  p e t r o l e u m  w h e n  n o  c o m p e t i t i o n  e x i s t e d .  A  1 9 7 3  a m e n d m e n t  
a d d e d  g a r b a g e ,  r e f u s e ,  t r a s h  o r  o t h e r  w a s t e  to the lis t .  
A m e n d m e n t s  p a s s e d  in 1 9 8 0  p r o v i d e d  e x e m p t i o n s  f r o m  e c o n o m i c  
r e g u l a t i o n  f o r  c a b l e  t e l e v i s i o n  s e r v i c e s  a n d  o t h e r  u t i l i t i e s  
w i t h  l o w  a n n u a l  g r o s s  r e v e n u e s  as w e l l  as e s t a b l i s h i n g  a 
p r o v i s i o n  a l l o w i n g  e c o n o m i c  d e r e g u l a t i o n  b y  c o n s u m e r  v o t e  
f o r  c e r t a i n  u t i l i t y  g r o u p s .  W i t h  a b o l i t i o n  o f  t h e  A l a s k a  
P i p e l i n e  C o m m i s s i o n  i n  1981, j u r i s d i c t i o n  o v e r  p i p e l i n e s  
p a s s e d  to A P U C .

In a d d i t i o n  t o  j u r i s d i c t i o n a l  c h a n g e s ,  c o m p o s i t i o n  o f  A P U C  
a l s o  c h a n g e d .  A l a s k a  S t a t u t e  4 2 . 0 5 . 0 4 0  o r i g i n a l l y  r e q u i r e d  
o n e  m e m b e r  to b e  a l a w  s c h o o l  g r a d u a t e ,  o n e  to b e  a u n i v e r ­
s i t y  g r a d u a t e  w i t h  a m a j o r  in e n g i n e e r i n g ,  a n d  o n e  to b e  a 
u n i v e r s i t y  g r a d u a t e  w i t h  a m a j o r  i n  f i n a n c e ,  a c c o u n t i n g ,  
o r  b u s i n e s s  a d m i n i s t r a t i o n .  T w o  a d d i t i o n a l  p o s i t i o n s  w e r e  
a d d e d  to the. c o m m i s s i o n  in 1 9 7 5  f o r  w h i c h  n o  s p e c i a l  q u a l i ­
f i c a t i o n s  w e r e  e s t a b l i s h e d .  A l l  m e m b e r s  a r e  a p p o i n t e d  b y  
t h e  G o v e r n o r  a n d  c o n f i r m e d  b y  t h e  L e g i s l a t u r e  f o r  s i x - y e a r  
t e r m s .

U n d e r  A S  4 2 . 0 5  a n d  A S  4 2 . 0 6 ,  A P U C  is c h a r g e d  w i t h  t h e  
r e s p o n s i b i l i t y  to e n s u r e  t h e  f u r n i s h i n g  o f  a d e q u a t e  s e r v i c e  
to a l l  p u b l i c  u t i l i t y  p a t r o n s ,  w i t h o u t  d i s c r i m i n a t i o n ,  a n d  

at t h e  l o w e s t  r e a s o n a b l e  r a t e s  c o n s i s t e n t  w i t h  t h e  i n t e r e s t s  
o f  b o t h  t h e  p u b l i c  a n d  the u t i l i t y .  S t a t u t o r y  p r o v i s i o n s  
d i r e c t  t h e  c o m m i s s i o n ,  a f t e r  d e t e r m i n i n g  a n  a p p l i c a n t  is 
fit, w i l l i n g ,  a n d  a b l e  to p r o v i d e  u t i l i t y  s e r v i c e ,  to i s s u e  
t h a t  a p p l i c a n t  a C e r t i f i c a t e  o f  P u b l i c  C o n v e n i e n c e  a n d  
N e c e s s i t y .  A f t e r  i s s u a n c e  o f  t h i s  c e r t i f i c a t e  t h e  c o m m i s ­
s i o n  t h e n  r e g u l a t e s  t h e  r a t e s ,  c l a s s i f i c a t i o n s ,  r u l e s ,  
r e g u l a t i o n s ,  p r a c t i c e s ,  s e r v i c e s ,  a n d  f a c i l i t i e s  o f  a p u b l i c  
u t i l i t y ,  u n l e s s  it is e x e m p t e d  o r  d e r e g u l a t e d .  T h e  c o m m i s ­

s i o n  h a s  t h e  a u t h o r i t y  to a d o p t  r e g u l a t i o n s  a n d  to h o l d  
f o r m a l ,  q u a s i - j u d i c i a l  h e a r i n g s  to a c c o m p l i s h  t h e s e  
p u r p o s e s .
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T h e  s t a f f  o f  A P U C  is d i v i d e d  i n t o  s i x  m a j o r  f u n c t i o n s :  
a d m i n i s t r a t i o n , e n g i n e e r i n g ,  c o m m u n i c a t i o n s  c a r r i e r s ,  
c o n s u m e r  p r o t e c t i o n ,  f i n a n c e ,  a n d  t a r i f f s .  In t o t a l ,  A P U C  
e m p l o y s  40 p e o p l e  w i t h  a n  o p e r a t i n g  b u d g e t  f o r  F Y  89 o f  
$ 3 , 8 3 4 , 1 0 0 .  A  b r i e f  d e s c r i p t i o n  o f  t h e  s e r v i c e s  p r o v i d e d  
b y  t h o s e  f u n c t i o n s  f o l l o w s :

A d m i n i s t r a t i o n . A n  e x e c u t i v e  d i r e c t o r ,  h i r e d  b y  t h e  co m -  
m i s s i o n , "Ts r e s p o n s i b l e  for d i r e c t i n g  a l l  s t a f f  f u n c t i o n s  
a n d  a c t s  as a l i a i s o n  b e t w e e n  s t a f f  a n d  c o m m i s s i o n e r s  a n d  
b e t w e e n  the c o m m i s s i o n  a n d  l e g i s l a t u r e .  H e  is r e s p o n s i b l e  
f o r  r e c o r d s  a n d  d o c u m e n t  m a n a g e m e n t , f i s c a l  a n d  p e r s o n n e l  
a d m i n i s t r a t i o n ,  a n d  b u d g e t  p r e p a r a t i o n  a n d  is a s s i s t e d  in 
t h e s e  d u t i e s  b y  a n  a d m i n i s t r a t i v e  a s s i s t a n t ,  d o c u m e n t  
p r o c e s s i n g  p e r s o n n e l ,  a n d  o t h e r  c l e r i c a l  s u p p o r t  s t a f f .

E n g i n e e r i n g . T h i s  s e c t i o n  is r e s p o n s i b l e  f o r  t h e  i n v e s t i g a­
t i o n  o f  u t i l i t y  p r o c e d u r e s  a n d  p r a c t i c e s  a f f e c t i n g  q u a l i t y  
o f  s e r v i c e ,  r e v i e w  of l e g a l  d e s c r i p t i o n s  f o r  s e r v i c e  a r e a s ,  
p l a n s  f o r  p l a n t  e x p a n s i o n ,  a n d  p l a n t - i n - s e r v i c e  a n d  d e p r e ­
c i a t i o n  s c h e d u l e s .  T h e i r  e v a l u a t i o n s  a r e  p r e s e n t e d  in 
p r o c e e d i n g s  b e f o r e  t h e  c o m m i s s i o n .

C o m m u n i c a t i o n s  C a r r i e r s . T h i s  s e c t i o n  w a s  e s t a b l i s h e d  b y  
T 9 7 6  l e g i s l a t i o n  to d e v e l o p ,  r e c o m m e n d ,  a n d  a d m i n i s t e r  
p o l i c i e s  a n d  p r o g r a m s  w i t h  r e s p e c t  to t h e  r e g u l a t i o n  o f  
r a t e s ,  s e r v i c e s ,  a c c o u n t i n g ,  a n d  f a c i l i t i e s  o f  c o m m u n i c a ­
t i o n s  c o m m o n  c a r r i e r s  w i t h i n  the S t a t e  i n v o l v i n g  t h e  u s e  
o f  w i r e ,  c a b l e s ,  r a d i o  a n d  s p a c e  s a t e l l i t e s .

C o n s u m e r  P r o t e c t i o n  a n d  I n f o r m a t i o n . M a j o r  r e s p o n s i b i l i t i e s  
T o r  t h i s  s e c t i o n  i r c l u d e  i n v e s t i g a t i o n  a n d  r e s o l u t i o n  o f  
c o n s u m e r  c o m p l a i n t s ,  p u b l i c  r e l a t i o n s ,  a n d  i n f o r m a t i o n  
d i s s e m i n a t i o n .

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

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

T a r i f f . T h i s  s e c t i o n  e x a m i n e s ,  a n a l y z e s ,  a n d  i n v e s t i g a t e s  
t a r i f f  f i l i n g s  a n d  p r e s e n t s  r e c o m m e n d a t i o n s  to t h e  c o m m i s ­
s i o n  a t  b i w e e k l y  t a r i f f  a c t i o n  m e e t i n g s .  A d m i n i s t r a t i v e  

f u n c t i o n s  i n c l u d e  o r g a n i z i n g  t h o s e  m e e t i n g s ,  as w e l l  as 
m e e t i n g  a l l  p u b l i c  n o t i c e  r e q u i r e m e n t s  o n  t a r i f f  f i l i n g s  
a n d  m a i n t e n a n c e  o f  c u r r e n t  m a s t e r  t a r i f f s  f o r  a l l  u t i l i t i e s .
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R E P O R T  C O N C L U S I O N S

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

tio n .  In d e b a t i n g  t h e s e  d e c i s i o n s  t h e  l e g i s l a t i v e  o v e r s i g h t  
c o m m i t t e e s  s h o u l d  t a k e  i n t o  c o n s i d e r a t i o n  the f i n d i n g s  a n d  
r e c o m m e n d a t i o n s  p r e s e n t e d  in t h i s  r e p o r t  to a s s i s t  t h e m  in 
e v a l u a t i n g  t h e  p o t e n t i a l  i m p a c t  o f  a n y  p o l i c y  c h a n g e s .

R e p o r t  C o n c l u s i o n s

I n  o u r  o p i n i o n ,  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  is 
o p e r a t i n g  i n  a n  e f f i c i e n t  a n d  e f f e c t i v e  m a n n e r  a n d  s h o u l d  
c o n t i n u e  to r e g u l a t e  p u b l i c  u t i l i t i e s  a n d  p i p e l i n e s .  W e  
b e l i e v e  t h a t  t h e  p u b l i c  i n t e r e s t  is b e i n g  s e r v e d  b y  r e q u i r­
i n g  p u b l i c  u t i l i t i e s  a n d  p i p e l i n e s  to b e  c e r t i f i c a t e d  b y  
A P U C .  T h i s  p r o c e s s  s t a b i l i z e s  d e m a n d  f o r  t h e  u t i l i t y  

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

A l t h o u g h  t h i s  e c o n o m i c  j u s t i f i c a t i o n  is v a l i d  f o r  the 
m a j o r i t y  o f  u t i l i t i e s  r e g u l a t e d  b y  A P U C ,  w e  e v a l u a t e d  t h e i r  
j u r i s d i c t i o n  f o r  p o t e n t i a l  a r e a s  o f  d e r e g u l a t i o n  f o r  s e v e r a l  
m a j o r  r e a s o n s :  (1) to c o m p l y  w i t h  t h e  i n t e n t  o f  s u n s e t
l e g i s l a t i o n  w h i c h  a t t r i b u t e d  p u b l i c  d i s e n c h a n t m e n t  w i t h  
s t a t e  g o v e r n m e n t  to a p r o l i f e r a t i o n  o f  t h a t  g o v e r n m e n t ;  

(2) i n  r e c o g n i t i o n  o f  t h e  f a c t  t h a t  t h e  c o s t  o f  r e g u l a t i o n  
m a y  e x c e e d  i t s  b e n e f i t s ;  (3) t h e  i n c r e a s e d  d e m a n d s  b e i n g  
p l a c e d  o n  c o m m i s s i o n  r e s o u r c e s ;  a n d  (4) t h e  S t a t e ' s  a b i l i t y  
to p r o v i d e  t h o s e  r e s o u r c e s .

O u r  a n a l y s e s  r e v e a l e d  s e v e r a l  i n d u s t r i e s  w h e r e  r e g u l a t i o n  
c o u l d  b e  e l i m i n a t e d  w i t h  m i n i m u m  n e g a t i v e  p u b l i c  i m p a c t .  
O u r  i n i t i a l  c r i t e r i a  w a s  w h e t h e r  t h e  s e r v i c e  w a s  e s s e n t i a l  
f o r  m o d e r n  l i v i n g  to the a v e r a g e  A l a s k a n  and, i f  so, w h e t h e r  
t h e  i n d u s t r y  o p e r a t e d  as a n a t u r a l  m o n o p o l y .  A l t h o u g h  it is 
u n c e r t a i n  w h e t h e r  r a t e s  u n d e r  d e r e g u l a t i o n  w o u l d  b e  h i g h e r  
o r  l o w e r ,  d e r e g u l a t i o n  s h o u l d  p r o v i d e  b e n e f i t s  s u c h  as 
c o m p e t i t i v e  a l t e r n a t i v e s  to e x i s t i n g  s e r v i c e s  a n d  m o r e  

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

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

P o l i c y  I s s u e s

STATE OF ALASKA - 5 - DIVISION OF LEGISLATIVE AUOIT



m o n o p o l y  a n d  s h o u l d  n o t  b e  r e g u l a t e d  ( S e e  R e c o m m e n d a t i o n  
No. 1A) . R a d i o  c o m m u n i c a t i o n  c a r r i e r s  do n o t  p r o v i d e  a n  
e s s e n t i a l  s e r v i c e  a n d  a l s o  s h o u l d  n o t  b e  r e g u l a t e d  (S e e  
R e c o m m e n d a t i o n  No. IB). C a b l e  t e l e v i s i o n  m a y  be c o n s i d e r e d  
e s s e n t i a l  b y  m a n y  a n d  m a y  a l s o  b e  a n a t u r a l  m o n o p o l y  in t h e  
s m a l l  a n d  m e d i u m  s i z e  t o w n s .  H o w e v e r ,  the s t a t u t e s  h a v e  
c r e a t e d  s t a t e  s a n c t i o n e d  m o n o p o l i e s  w i t h o u t  t h e  c o m p a n i o n  
p u b l i c  p r o t e c t i o n  a g a i n s t  u n r e a s o n a b l e  a n d  d i s c r i m i n a t o r y  

r a t e s  a n d  s e r v i c e s .  F u r t h e r ,  f e d e r a l  l a w  p r o h i b i t s  f u l l  
e c o n o m i c  r e g u l a t i o n .  T h e  S t a t e  s h o u l d  c e a s e  c a b l e  c e r t i f i ­
c a t i o n  (S e e  R e c o m m e n d a t i o n  No. 1C).

W e  a r e  a l s o  c o n v i n c e d  t h a t  s m a l l  u t i l i t i e s  s h o u l d  b e  e x e m p t ­
e d  f r o m  e c o n o m i c  r e g u l a t i o n  o n  t h e  b a s i s  t h a t  t h e  c o s t  o f  
r e g u l a t i o n  l i k e l y  e x c e e d s  its b e n e f i t s  to c o n s u m e r s .  W e  
f u r t h e r  r e c o m m e n d  t h a t  t h e  c o n s u m e r s  o f  t h e s e  e x e m p t e d  
u t i l i t i e s  b e  a l l o w e d  a r e a s o n a b l e  o p p o r t u n i t y  to e l e c t  
e c o n o m i c  r e g u l a t i o n  (S e e  R e c o m m e n d a t i o n  No. ID).

W e  r e c o m m e n d  t h a t  t h e  u t i l i t i e s  o w n e d  b y  the M u n i c i p a l i t y  o f  
A n c h o r a g e  b e  e x e m p t e d  f r o m  e c o n o m i c  r e g u l a t i o n .  T h i s  

e x e m p t i o n  a n d  t h e  c o m p a n i o n  o p p o r t u n i t y  to e l e c t  e c o n o m i c  
r e g u l a t i o n  s h o u l d  b e  a v a i l a b l e  to A n c h o r a g e  as it is to a l l  
o t h e r  m u n i c i p a l  g o v e r n m e n t s  in the S t a t e  (See R e c o m m e n d a t i o n  
No. IE).

W e  b e l i e v e  t h a t  t h e  c o m m i s s i o n ' s  c o s t s  s h o u l d  b e  f u l l y  
a l l o c a t e d  to c o n s u m e r s ,  b u t  o n l y  to t h o s e  c o n s u m e r s  o f  
u t i l i t i e s  w h o  c o n t i n u e  to b e  r e g u l a t e d .  W e  c o n s i d e r  t h i s  
r e g u l a t o r y  f u n d i n g  a p p r o a c h  to b e  m o s t  e q u i t a b l e  to a l l  t h e  
S t a t e ' s  c i t i z e n s .  It s h o u l d  a l s o  e n c o u r a g e  the e l i m i n a t i o n  
o f  a n y  u n w a r r a n t e d  e c o n o m i c  r e g u l a t i o n  w h e n  c o m b i n e d  w i t h  
c o n s u m e r  r e g u l a t o r y  e l e c t i o n s  (See R e c o m m e n d a t i o n  No. 2).

W e  r e c o m m e n d  t h a t  A P U C  d e v e l o p  a t o p i c a l  r e f e r e n c e  s y s t e m  
f o r  c o m m i s s i o n  o r d e r s  a n d  c o u r t  d e c i s i o n s  ( S e e  R e c o m m e n d a ­
t i o n  N o . 3).

A  r e v i e w  o f  c o m m i s s i o n e r  a p p o i n t m e n t s  s h o w e d  t h a t  a p p o i n t ­
m e n t  t e r m s  e x p i r e  o n  t h e  s a m e  d a t e  f o r  t h e  t w o  c o n s u m e r  
m e m b e r s .  A s  t h i s  s i t u a t i o n  c o u l d  c a u s e  a s i g n i f i c a n t  
d i s r u p t i o n  o f  c o m m i s s i o n  a c t i v i t y ,  w e  r e c o m m e n d  t h a t  t h e  
s t a t u t e  b e  c h a n g e d  to r e q u i r e  t h e  s t a g g e r i n g  o f  t h e s e  
a p p o i n t m e n t s  (See R e c o m m e n d a t i o n  No. 4).
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F I N D I N G S  A N D  R E C O M M E N D A T I O N S

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

P u b l i c  c o n v e n i e n c e  a n d  n e c e s s i t y  r e q u i r e  c e r t a i n  s e r v i c e s  to 
be p r o v i d e d .  S u c h  s e r v i c e s  h a v e  t r a d i t i o n a l l y  i n c l u d e d  

e l e c t r i c ,  t e l e p h o n e ,  g a s ,  w a t e r ,  a n d  s e w e r .  T h e  n a t u r e  o f  
t h e s e  b u s i n e s s e s  do n o t  l e n d  t h e m s e l v e s  to c o m p e t i t i o n ;  t h e y  
a r e  c a p i t a l  i n t e n s i v e  a n d  h a v e  p e r m a n e n t  p h y s i c a l  c o n n e c ­
t i o n s  to t h e i r  c u s t o m e r s .  T h e  e c o n o m i e s  o f  s c a l e  o f  t h e s e  
i n d u s t r i e s  a r e  s u c h  t h a t  o n e  c o m p a n y  m a y  b e  a b l e  to s e r v e  a n  
e n t i r e  m a r k e t  a t  a l o w e r  c o s t  t h a n  c o u l d  t w o  o r  m o r e  c o m p a ­
n i e s ;  t h e r e f o r e ,  c o m p e t i t i o n  c o u l d  n o t  d e c r e a s e  p r i c e s  to 
c o n s u m e r s  i n  t h e  l o n g  r u n  a n d  w o u l d  o n l y  r e s u l t  in w a s t e d  
c a p i t a l  r e s o u r c e s  t h r o u g h  d u p l i c a t e  f a c i l i t i e s .  N o t e  t h a t  

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

i s t i c s  o f  t h e  m a r k e t .  A s  t h e s e  s e r v i c e s  a r e  c o n s i d e r e d  
e s s e n t i a l  a n d  as t h e  l o n g - r u n  c o s t  is l o w e s t  i f  o n l y  o n e  
c o m p a n y  is a l l o w e d  t o  s e r v e ,  a m o n o p o l y  is a w a r d e d  i n  t h e  
f o r m  o f  a C e r t i f i c a t e  o f  P u b l i c  C o n v e n i e n c e  a n d  N e c e s s i t y  to 
a c o m p a n y  t h a t  is d e t e r m i n e d  t o  be fit, w i l l i n g ,  a n d  a b l e .

As t h e s e  s e r v i c e s  a r e  e s s e n t i a l ,  t h e  d e m a n d  f o r  t h e m  is 
r e l a t i v e l y  i n e l a s t i c  i n  t e r m s  o f  s e r v i c e  p r i c e  o r  a v a i l a b l e  
f u n d s .  A  m o n o p o l y  c o u p l e d  w i t h  i n e l a s t i c  d e m a n d  c a n  r e s u l t  
in e x c e s s i v e l y  h i g h  p r i c e s  a s  w e l l  a s  p r i c e  a n d  s e r v i c e  
d i s c r i m i n a t i o n  b e t w e e n  c o n s u m e r s .  U n c o n t r o l l e d  e c o n o m i c  
p o w e r  h a s  b e e n  c o n s i d e r e d  e c o n o m i c a l l y ,  p o l i t i c a l l y ,  a n d  
s o c i a l l y  u n a c c e p t a b l e  i n  a d e m o c r a t i c  s o c i e t y .  T h e  a l t e r n a ­
t i v e s  a r e  to n a t i o n a l i z e  t h e  u t i l i t i e s  o r  to r e g u l a t e  t h e i r  
s e r v i c e s  as a s u b s t i t u t e  f o r  e f f e c t i v e  c o m p e t i t i o n ,  w i t h  

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

In a d d i t i o n  to t h e  c o n c e r n s  o v e r  e c o n o m i c  p o w e r ,  the p u b l i c  
i n t e r e s t  m a y  a l s o  s e r v e  to e x t e n d  r e g u l a t i o n  i n t o  s i t u a t i o n s  
w h e r e  c o m p e t i t i o n  w o u l d  h a v e  s i g n i f i c a n t  u n d e s i r a b l e  s i d e  

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

th e  c o n t i n u a l  d i g g i n g  to b u r y  c a b l e s  o r  p i p e .

H o w e v e r ,  it m a y  n o t  b e  a p p r o p r i a t e  to e c o n o m i c a l l y  r e g u l a t e  
a l l  c e r t i f i c a t e d  u t i l i t y  c o m p a n i e s .  F o r  e x a m p l e ,  t h e  c o s t  
o f  r e g u l a t i o n  m a y  o u t w e i g h  i t s  p o t e n t i a l  b e n e f i t s  o r  t h e  
c o n s u m e r ' s  c o n t r o l  o v e r  s e r v i c e  a n d  r a t e s  t h a t  a l r e a d y  
t h e o r e t i c a l l y  e x i t s  i n  t h a t  t h e  c o m p a n y  is a m e m b e r - o w n e d  
c o o p e r a t i v e  o r  i t  is o w n e d  b y  a p o l i t i c a l  s u b d i v i s i o n .

R e c o m m e n d a t i o n  No. 1
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F u r t h e r ,  o v e r r i d i n g  a l l  the a b o v e  c o n s i d e r a t i o n s ,  t h e  p u b l i c  
i n t e r e s t  b e i n g  a d d r e s s e d  m u s t  r e p r e s e n t  a s u b s t a n t i a l  
p o r t i o n  o f  t h e  S t a t e ' s  p o p u l a t i o n ;  u n i q u e  s i t u a t i o n s  s h o u l d  
b e  a d d r e s s e d  a t  t h e  l o c a l  l e v e l .

W h i l e  w e  a c k n o w l e d g e  t h a t  n o t  e v e r y o n e  w i l l  s u b s c r i b e  to 
this t h e o r y  o f  r e g u l a t i o n ,  w e  b e l i e v e  it to b e  f u n d a m e n t a l l y  
s o u n d .  U t i l i z i n g  t h e s e  p r i n c i p l e s ,  w e  a n a l y z e d  A P U C ' s  
j u r i s d i c t i o n  a n d  d e t e r m i n e d  t h a t  g o v e r n m e n t a l  c o n t r o l  i n  the 
f o l l o w i n g  a r e a s  w a s  u n w a r r a n t e d .

A. A l a s k a  S t a t u t e  4 2 . 0 5  s h o u l d  b e  a m e n d e d  to c e a s e  c e r t i f i ­
c a t i o n  a n d  r e g u l a t i o n  o f  c o m p a n i e s  f u r n i s h i n g  c o l l e c t i o n  
a n d  d i s p o s a l  s e r v i c e  o F  g a r b a g e ,  r e f u s e ,  t r a s h ,  o r  o t h e r  
w a s t e  m a t e r i a l "

W h e t h e r  a n  i n d i v i d u a l  c o n s i d e r s  i*efuse c o l l e c t i o n  to b e  
a n  e s s e n t i a l  s e r v i c e  f o r  m o d e r n  l i v i n g  d e p e n d s  p r i ­
m a r i l y  o n  w h e r e  t h e y  r e s i d e  i n  t h e  S t a t e .  H o w e v e r ,  
e v e n  e s s e n t i a l  s e r v i c e s  s h o u l d  g e n e r a l l y  n o t  b e  r e g u ­
l a t e d  u n l e s s  t h e y  a r e  n a t u r a l  m o n o p o l i e s .  F o r  e x a m p l e ,  
w e  d o  n o t  b e l i e v e  t h a t  e s s e n t i a l s  s u c h  as f o o d  a n d  
c l o t h i n g  s h o u l d  b e  r e g u l a t e d .

R e f u s e  c o l l e c t i o n ,  a s  w i t h  m o s t  e n t e r p r i s e s ,  h a s  
c e r t a i n  e c o n o m i e s  o f  s c a l e  t h a t  a f f e c t  i t s  o p e r a t i o n s .  
H o w e v e r ,  t h e s e  e c o n o m i e s  o f  s c a l e  a r e  n o t  s u c h  t h a t  o n e  
c o m p a n y  c a n  o b v i o u s l y  p r o v i d e  t h e  a r e a - w i d e  s e r v i c e s  
f o r  a s i g n i f i c a n t l y  l o w e r  t o t a l  c o s t  t h a n  c o u l d  s e v e r a l  
c o m p e t i t o r s .  R e l a t i v e  to t r a d i t i o n a l l y - r e g u l a t e d  
i n d u s t r i e s ,  r e f u s e  c o l l e c t i o n  r e q u i r e s  l e s s  c a p i t a l ,  
a n d  t h u s  t h e y  h a v e  a h i g h e r  p e r c e n t a g e  o f  v a r i a b l e  
c o s t s  a n d  l e s s  s i g n i f i c a n t  e c o n o m i e s  o f  s c a l e .  
F u r t h e r ,  t h e  c o m p e t i t i o n  w i t h i n  s e r v i c e  a r e a s  i n  
s e v e r a l  l o c a t i o n s  d e f e a t s  t h e  n a t u r a l  m o n o p o l y  p r e m i s e  
i n  t h e  l a r g e r  m a r k e t s .  W e  b e l i e v e  t h a t  a n a t u r a l  

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

T h e r e f o r e ,  r e f u s e  c o l l e c t i o n  s h o u l d  n o t  b e  r e g u l a t e d  
u n l e s s  t h e r e  a r e  o v e r w h e l m i n g  n e g a t i v e  s i d e  e f f e c t s  
p r e s e n t  u n d e r  c o m p e t i t i o n  i n  t h i s  i n d u s t r y .  W e  
a c k n o w l e d g e  t h e  p o s s i b l e  n e g a t i v e  e f f e c t s  o f  i n c r e a s e d  
t r u c k  t r a f f i c ,  r e f u s e  p i c k u p  s c h e d u l e d  t h r o u g h o u t  t h e  
w e e k  i n  i n d i v i d u a l  n e i g h b o r h o o d s ,  a n d  c o n s i s t e n c y  
p r o b l e m s  a s  c o m p a n i e s  a d j u s t  to t h e  e c o n o m i c  r e a l i t i e s  
o f  c o m p e t i t i o n .  H o w e v e r ,  t h e s e  p r o b l e m s  d i d  n o t  
o v e r w h e l m  t h e  r e s i d e n t s  o f  t h e  M a t - S u  B o r o u g h  as a 
r e s u l t  o f  the r e s i d e n t i a l  c o m p e t i t i o n  w h i c h  b e g a n  in 

1 9 8 5 .  F u r t h e r ,  t h e  A l a s k a  M u n i c i p a l  L e a g u e  h a s  a d o p t e d  
a r e s o l u t i o n  a s k i n g  t h a t  r e f u s e  c o l l e c t i o n  b e  d e ­
r e g u l a t e d .
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In r e s p o n s e  to o u r  p r e v i o u s  s u n s e t  a u d i t  r e c o m m e n d a ­
t i o n s  to d e r e g u l a t e  th i s  i n d u s t r y ,  A P U C  e x p r e s s e d  

c o n c e r n  o v e r  the h e a l t h  a n d  s a n i t a t i o n  p r o b l e m s  t h a t  
c o u l d  o c c u r  if t h e s e  c o m p a n i e s  w e r e  r e m o v e d  f r o m  t h e i r  
j u r i s d i c t i o n .  T h e s e  h e a l t h  a n d  s a n i t a t i o n  i s s u e s  a r e  
p r e s e n t l y  u n d e r  t h e  j u r i s d i c t i o n  o f  l o c a l  c o m m u n i t i e s  
a n d  a l s o  the D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n .

T h e r e  a r e  p r e s e n t l y  f o r t y - t h r e e  c e r t i f i c a t e d  r e f u s e  
c o m p a n i e s ;  n i n e  o f  t h e s e  a r e  e c o n o m i c a l l y  r e g u l a t e d  
u n d e r  A S  4 2 . 0 5 . 7 3 1 ,  as t h e y  h a v e  a n n u a l  g r o s s  r e v e n u e s  
o f  g r e a t e r  t h a n  $ 2 0 0 , 0 0 0 .  A l t h o u g h  A P U C  h a s  n o  t i m e  
s h e e t  d a t a  u p o n  w h i c h  to e s t i m a t e  t h e  c o s t  to r e g u l a t e  
t h e s e  f o r t y - t h r e e  c o m p a n i e s ,  t h e  c o m m i s s i o n  s t a t e s  in 
t h e i r  F Y  88 A n n u a l  R e p o r t  t h a t  t h e  t i m e  d e d i c a t e d  to 
r e f u s e  is e x c e s s i v e  r e l a t i v e  to a g e n c y  r e s o u r c e s  a n d  
t h e  r e s u l t a n t  p u b l i c  b e n e f i t ,  a n d  t h e y  r e c o m m e n d  th a t  
t h i s  i n d u s t r y  be d e r e g u l a t e d .

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

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

T h e  c o m m i s s i o n  o p e n e d  a n  i n v e s t i g a t i v e  d o c k e t  o n  t h e  
s u b j e c t  o f  d e r e g u l a t i o n  o f  R C C s  in 1 9 8 1  w h i c h  r e s u l t e d  
i n  a- 1 9 8 2  d e c i s i o n  to c e a s e  e c o n o m i c  r e g u l a t i o n  o f  th i s  
i n d u s t r y .  T h e  c o m m i s s i o n  c i t e d  as j u s t i f i c a t i o n ,  a m o n g  

o t h e r  t h i n g s ,  t h a t  R C C  s e r v i c e  w a s  n o t  a n  e s s e n t i a l  
s e r v i c e .  A s  R C C  s e r v i c e  is n o t  e s s e n t i a l  to t h e  
a v e r a g e  A l a s k a n ,  w e  c o n c u r  w i t h  t h e  c o m m i s s i o n  t h a t  it 
s h o u l d  n o t  b e  e c o n o m i c a l l y  r e g u l a t e d .  W e  f u r t h e r  
c o n t e n d  t h a t  s e r v i c e s  t h a t  a r e  n o t  e s s e n t i a l  s h o u l d  n o t  
b e  c e r t i f i c a t e d .

I n  t h a t  1 9 8 2  d e c i s i o n ,  A P U C  s t a t e d  t h a t  t h e  c e r t i f i­
c a t i o n  p r o c e s s  s h o u l d  b e  c o n t i n u e d  t o  m o n i t o r  the 
i n t e r c o n n e c t i o n  to t h e  t e l e c o m m u n i c a t i o n s  n e t w o r k  a n d  
t o  p r e v e n t  c r o s s - s u b s i d i z a t i o n  o f  n o n - m o n o p o l y  R C C  
s e r v i c e s  b y  m o n o p o l y  l o c a l  e x c h a n g e  t e l e p h o n e  s e r v i c e s .  
H o w e v e r ,  b o t h  t h e s e  c o n c e r n s  c a n  b e  m o n i t o r e d  t h r o u g h  

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

C e l l u l a r  p h o n e s  a r e  r e l a t i v e l y  n e w  to A l a s k a ,  a n d  A P U C  
h a s  n o t  y e t  d e c i d e d  i f  o r  h o w  t h e y  s h o u l d  b e  r e g u l a t e d .  
W e  u n d e r s t a n d  t h e s e  p h o n e s  p r o v i d e  a h i g h e r  s o u n d  
q u a l i t y  a t  a h i g h e r  c o s t  t h a n  c o n v e n t i o n a l  r a d i o  p h o n e s  
a n d  o v e r  a s h o r t e r  r a n g e ;  as s u c h ,  t h e y  m a y  b e  e v e n  
l e s s  o f  a n  e s s e n t i a l  s e r v i c e  to t h e  a v e r a g e  A l a s k a n .
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A l a s k a  S t a t u t e  4 2 . 0 5 . 7 1 1 ( d )  r e a d s  a s  f o l l o w s :  " T h e
c o m m i s s i o n ,  on a f i n d i n g  t h a t  n o  l e g i t i m a t e  p u b l i c  
i n t e r e s t  w i l l  b e  s e r v e d ,  m a y  e x e m p t  a u t i l i t y  f r o m  a l l  
o r  a n y  p o r t i o n  o f  th i s  c h a p t e r . "  [ E m p h a s i s  a d d e d . ]  As 
the 1 9 8 2  d e c i s i o n  c a t e g o r i c a l l y  d e r e g u l a t e d  a n  e n t i r e  
i n d u s t r y ,  n o t  a n  i n d i v i d u a l  u t i l i t y ,  t h i s  o r d e r  m a y  b e  
i l l e g a l .  W e  a r e  n o t  r e c o m m e n d i n g  t h a t  t h i s  s t a t u t e  b e  
a m e n d e d  to a l l o w  c a t e g o r i c a l  d e r e g u l a t i o n ,  as th i s  
p o w e r  s h o u l d  b e  r e t a i n e d  b y  t h e  L e g i s l a t u r e .  R a t h e r ,  
w e  a r e  r e c o m m e n d i n g  t h a t  t h e  s t a t u t e  b e  a m e n d e d  to 
s p e c i f i c a l l y  d e r e g u l a t e  R C C  s e r v i c e s ;  t h i s  w o u l d  

i n c i d e n t a l l y  r e s o l v e  the q u e s t i o n .

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

f i c a t i o n  o f  c a b l e  t e l e v i s i o n .

W e  do n o t  c o n s i d e r  c a b l e  t e l e v i s i o n  an e s s e n t i a l  
s e r v i c e ,  p a r t i c u l a r l y  i n  v i e w  o f  t h e  l a r g e  n u m b e r  o f  
A l a s k a n s  w h o  r e c e i v e  o f f - t h e - a i r  n e t w o r k  t e l e v i s i o n  o r  
b r o a d c a s t s  f r o m  t h e  R u r a l  A l a s k a  T e l e v i s i o n  N e t w o r k .  
T h e  p r e m i s e  o f  " e s s e n t i a l "  is a l s o  d e f e a t e d  b y  a r e v i e w  

o f  the c a b l e  t e l e v i s i o n  s e r v i c e  i n  A n c h o r a g e  in w h i c h  
l a r g e  s e c t i o n s  o f  t h e  s e r v i c e  a r e a  a r e  n o t  y e t  c a b l e d  9 
y e a r s  a f t e r  t h e  c e r t i f i c a t i o n  w a s  a w a r d e d .  Tlie 1 9 8 8  

s e r v i c e  e x p a n s i o n  a d d e d  o n l y  1 m i l e  o f  c a b l e  f o r  83
h o m e s  a n d  b u s i n e s s e s .  W h i l e  w e  a c k n o w l e d g e  t h a t  it 
t a k e s  y e a r s  f o r  a n e w  u t i l i t y  to c o v e r  a s e r v i c e  a r e a ,  

w e  s u b m i t  t h a t  t h i s  s t a n d s t i l l ,  e v e n  in c o n s i d e r a t i o n  
o f  t h e  e c o n o m i c  d e c l i n e ,  i n d i c a t e s  t h a t  t h i s  s e r v i c e  
h a s  ' a h i g h e r  e l a s t i c i t y  o f  d e m a n d  t h a n  w o u l d  a n  
" e s s e n t i a l "  s e r v i c e .

A s  it is n o t  a n  e s s e n t i a l  s e r v i c e ,  it s h o u l d  n o t  b e  
r e g u l a t e d  as a p u b l i c  u t i l i t y .  A l t h o u g h  t h e  s t a t u t e s  
d o  n o t  a l l o w  e c o n o m i c  r e g u l a t i o n ,  t h e y  d o  r e q u i r e
c e r t i f i c a t i o n  o f  t h e  c o m p a n i e s .  A P U C  h a s  r e s p o n d e d  b y  
i s s u i n g  c e r t i f i c a t i o n s  f o r  e x c l u s i v e  s e r v i c e  a r e a s .  
T h i s  h a s  c r e a t e d  s t a t e - s a n c t i o n e d  m o n o p o l i e s  w i t h  
l e g a l l y  p r o t e c t e d  s e r v i c e  a r e a s ,  y e t  t h e  s t a t u t e s  do 
n o t  p r o v i d e  t h e  c o m p a n i o n  p u b l i c  p r o t e c t i o n  a g a i n s t  
u n r e a s o n a b l e  a n d  d i s c r i m i n a t o r y  r a t e s  a n d  s e r v i c e s .  
T h e  s t a t u t e  s h o u l d ,  t h e r e f o r e ,  b e  a m e n d e d  t o  r e m o v e  t h e  
c e r t i f i c a t i o n  r e q u i r e m e n t .

H o w e v e r ,  t h e r e  a r e  m a n y  w h o  b e l i e v e  t h a t  c a b l e  t e l e ­
v i s i o n  is e s s e n t i a l  to m o d e r n  l i v i n g  o r  t h a t  it is
e s s e n t i a l  so t h a t  w e  m a y  f u l l y  r e a l i z e  o u r  F i r s t  

A m e n d m e n t  r i g h t  o f  f r e e d o m  o f  s p e e c h .  I f  it is f i r s t  
d e c i d e d  t h a t  c a b l e  t e l e v i s i o n  is e s s e n t i a l ,  t h e n  t h e  
n a t u r a l  m o n o p o l y  i s s u e  m u s t  a l s o  b e  c o n s i d e r e d  in t h e  
r e g u l a t o r y  d e t e r m i n a t i o n .
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W e  b e l i e v e  t h a t  c a b l e  t e l e v i s i o n  m a y  be a n a t u r a l  m o n o ­
p o l y  i n  t h e  s m a l l  a n d  m e d i u m - s i z e d  t o w n s .  A s  suc h ,  
t h e s e  m a y  b e  c a n d i d a t e s  f o r  e c o n o m i c  r e g u l a t i o n .  
H o w e v e r ,  t h e  c o s t  o f  r e g u l a t i o n  m a y  o u t w e i g h  t h e  
b e n e f i t s  f o r  t h e s e  s m a l l  m a r k e t s .  T h e  e c o n o m i c  
r e g u l a t i o n  t h a t  is a v a i l a b l e  is a l s o  l i m i t e d  to b a s i c  

s e r v i c e s ,  as t h e  f e d e r a l  C a b l e  C o m m u n i c a t i o n s  P o l i c y  
A c t  o f  19 8 4  p r o h i b i t s  p r i c e  r e g u l a t i o n  o f  t h e  p r e m i u m  
p a c k a g e s .  In t h e  l a r g e s t  c i t i e s ,  t h e  c o m p e t i t i v e  

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

T h e  f e d e r a l  C a b l e  A c t  w a s  d e s i g n e d  to p r o m o t e  t h e  
e x p a n s i o n  o f  c a b l e  t e l e v i s i o n  s y s t e m s  b y  p r o m o t i n g  
l o c a l  f r a n c h i s i n g  a n d  l i m i t i n g  r a t e  r e g u l a t i o n .  T h i s  
l a w  w o u l d  n o t  a l l o w  a n y  r a t e  r e g u l a t i o n  in A n c h o r a g e  o r  
F a i r b a n k s  b u t  w o u l d  a l l o w  b a s i c  s e r v i c e  r a t e s  to b e  

r e g u l a t e d  i n  o t h e r  a r e a s  s u c h  as J u n e a u  or H o m e r .  I t  
d o e s ,  h o w e v e r ,  a p p e a r  to a l l o w  u s  c o n t r o l  o v e r  t h e  
p o s s i b l e  c o m p e t i t i v e  s i d e  e f f e c t  o f  d u p l i c a t e  c a b l i n g .  
B y  s t a t u t e  w e  c o u l d  r e q u i r e  t h e  s e g r e g a t i o n  o f  c a b l e  
d i s t r i b u t i o n  c o m p a n i e s  a n d  t h e s e  c o u l d  b e  f u l l y  r e g u ­
lat e d .  T h e  c a b l e  p r o g r a m m i n g  c o u l d  t h e n  b e  o p e n e d  to 
c o m p e t i t i o n .

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

W e  a l s o  m u s t  p o i n t  o u t  a p o t e n t i a l  l i a b i l i t y  to t h e  
S t a t e  u n d e r  t h e  C a b l e  A c t  i f  th i s  r e c o m m e n d a t i o n  is 
i m p l e m e n t e d .  T h e  C a b l e  A c t  o u t l i n e s  s p e c i f i c  c r i t e r i a  
w h i c h  m u s t  b e  s h o w n  t o  d e n y  a f r a n c h i s e  a n d  t h e  p r o ­
p o s e d  s t a t u t e  a m e n d m e n t  w o u l d  c a t e g o r i c a l l y  r e t r a c t  t h e  
c e r t i f i c a t e s  ( f r a n c h i s e )  w i t h o u t  t h i s  s h o w i n g .  H o w ­
eve r ,  t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e  i n d i c a t e d  to u s  
t h a t  t h e  S t a t e  w o u l d  p r e v a i l  in c o u r t .  W e  r e c o m m e n d  

t h a t  a f o r m a l  o p i n i o n  o n  t h i s  p o t e n t i a l  l i a b i l i t y  b e  
o b t a i n e d  f r o m  t h e  A t t o r n e y  G e n e r a l  b e f o r e  t h i s  s t a t u t e  
is a m e n d e d .

A l a s k a  S t a t u t e  4 2 . 0 5  s h o u l d  b e  a m e n d e d  to e x e m p t  t h e  
s m a l l e r  u t i l i t i e s  f r o m  e c o n o m i c  r e g u l a t i o n .'

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

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

STATE OF ALASKA - 1 1 - DIVISION OF LEGISLATIVE AUOIT



e x c e e d s  t h e  b e n e f i t s .  H o w e v e r ,  t h i s  i n f o r m a t i o n  is n o t  
a v a i l a b l e  n o r  c a n  it be r e a s o n a b l y  g e n e r a t e d .  "Cost'* 

w o u l d  i n c l u d e  i n c r e m e n t a l  A P U C  a n d  u t i l i t y  t i m e  a n d  
m a t e r i a l s  a s  w e l l  as t h e  e f f e c t  o f  p r o j e c t  d e l a y s  o n  
l o n g - t e r m  r a t e s ;  t h i s  c o m p o n e n t  o f  t h e  e q u a t i o n  c o u l d  
b e  s t u d i e d  a n d  e s t i m a t e d .  T h e  " b e n e f i t s "  o f  r e g u l a t i o n  
i n c l u d e  a f i n a n c i a l l y  s t a b l e  u t i l i t y  p r o v i d i n g  c o n ­
s i s t e n t  s e r v i c e  u n i f o r m l y  to c u s t o m e r s  w h o  a r e  a s s u r e d  
o f  e q u i t a b l e  r a t e s  a n d  s e r v i c e s  n o w  a n d  in t h e  f u t u r e ;  
t h i s  c a n n o t  b e  q u a n t i f i e d .

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

A l a s k a  S t a t u t e  4 2 . 0 5 . 7 1 1  e x e m p t s  e l e c t r i c  a n d  t e l e p h o n e  
u t i l i t i e s  w i t h  g r o s s  r e v e n u e s  u n d e r  $ f > 0 , 0 0 0  f r o m  
c e r t i f i c a t i o n  a n d  e c o n o m i c  r e g u l a t i o n .  It a l s o  a l l o w s  

a u t i l i t y ' s  c o n s u m e r s  t o  e l e c t  e c o n o m i c  d e r e g u l a t i o n  
f o r  c o o p e r a t i v e s ,  e l e c t r i c  o r  t e l e p h o n e  u t i l i t i e s  w i t h  
l e s s  t h a n  $ 3 2 5 , 0 0 0  i n  a n n u a l  g r o s s  r e v e n u e s ,  a n d  f o r  
a n y  u t i l i t y  w h i c h  d o e s  n o t  g r o s s  $ 1 0 0 , 0 0 0  a n n u a l l y .  W e  
p r o p o s e  t h a t  a n  a c r o s s - t h e - b o a r d  g r o s s  r e v e n u e - b a s e d  
e x e m p t i o n  f r o m  e c o n o m i c  r e g u l a t i o n  b e  e s t a b l i s h e d .  
T h r e e  o p t i o n s  a r e  p r e s e n t e d  i n  the f o l l o w i n g  t a b l e .  It 
w a s  p r e p a r e d  b a s e d  u p o n  A P U C 's F Y  88 A n n u a l  R e p o r t  a n d  

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

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

U n d e r  $ 5 0 0 , 0 0 0  U n d e r  $ 7 5 0 , 0 0 0  U n d e r  $ 1 , 0 0 0 , 0 0 0

T y p e U t i l . C u s t o m e r s U t i l . C u s t o m e r s U t i l . C u s t o m e r s

E l e c t r i c 10 8 1 9 15 1 , 9 9 0 18 2 , 6 9 1
T e l e p h o n e -0- - 0 - 1 3 4 3 2 8 6 3
G a s -0- -0- - 0 - -0- 1 9 0 8
W a t e r 22 3 , 7 1 5 22 3 , 7 1 5 22 3 , 7 1 5
S e w e r 2 15 3 3 8 2 _ 2 3 8 2

T o t a l 34 4 . 5 4 9 41 6 . 4 3 0 M 8 . 5 5 9

P e r c e n t 4 0 . 5 % .8% 4 8 . 8 % i-.ii 5 4 . 8 % 1 . 5 %

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

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

1. T h e  p e t i t i o n  p r o v i s i o n  w h i c h  a l l o w s  c u s t o m e r s  to 
r e q u e s t  e c o n o m i c  r e g u l a t i o n  o f  e x e m p t e d  u t i l i t i e s  
s h o u l d  b e  a m e n d e d .  A l a s k a  S t a t u t e  4 2 , 0 5 . 7 1 1  

p r e s e n t l y  r e q u i r e s  2 5 %  o f  a n  e x e m p t e d  u t i l i t y ' s  
s u b s c r i b e r s  t o  s i g n  t h e  p e t i t i o n .  W e  b e l i e v e  t h a t  
th i s  is m u c h  t o o  g r e a t  a n  o b s t a c l e  t o  o v e r c o m e  a n d  
r e c o m m e n d  t h a t  a n  e l e c t i o n  b e  c a l l e d  i f  A P U C  
r e c e i v e s  a p e t i t i o n  d e m o n s t r a t i n g  s i g n i f i c a n t  
c o n s u m e r  i n t e r e s t .  F o r  e x a m p l e ,  t h e  p e t i t i o n  
r e q u i r e m e n t  c o u l d  b e  s e t  a t  t h e  l e s s e r  o f  5 %  o r  
50 0  c u s t o m e r s .

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

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

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

to p a y  f o r  t h i s  s e r v i c e  ( S e e  R e c o m m e n d a t i o n  
No. 2).

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

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

A n c h o r a g e .

STATE OF ALASKA -1 3 - division OF LEGISLATIVE AUOIT



T h e  A n c h o r a g e  s e r v i c e  a r e a  d i s p u t e  h a s  b e e n  r e s o l v e d  
a n d  the p r e s e n t  d a y  c o m p e t i t i o n  is i n  t h e  f o r m  o f  

e c o n o m y  e n e r g y  s a l e s  o f  e l e c t r i c i t y  a n d  p e r h a p s  t e l e­
p h o n e  c o m m u n i c a t i o n  s y s t e m s .  T h i s  t y p e  o f  c o m p e t i t i o n  
d o e s  n o t  e n c o u r a g e  t h e  m a s s i v e  f a c i l i t y  d u p l i c a t i o n  o r  
the c r o s s - s u b s i d i z a t i o n  o f  r a t e s  t h a t  a s e r v i c e  a r e a  
d i s p u t e  m i g h t .  S e r v i c e  a r e a  c o n c e r n s  c a n  b e  a d e q u a t e l y  
a d d r e s s e d  t h r o u g h  t h e  c e r t i f i c a t i o n  p r o c e s s  w i t h o u t  
e c o n o m i c  r e g u l a t i o n .

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

1. T h e  u t i l i t i e s  p r e v i o u s l y  r e g u l a t e d  b y  A F U C  d u e  to 
c o m p e t i t i o n  s h o u l d  c o n t i n u e  to b e  so r e g u l a t e d  
u n l e s s  r e j e c t e d  b y  t h e  g o v e r n i n g  b o d y .

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

3. T h e  c o n s u m e r s  w h o ,  t h r o u g h  t h e i r  l o c a l  g o v e r n m e n t ,  
h a v e  c h o s e n  to c o n t i n u e  t h e  b e n e f i t s  o f  A P U C ' s  
e c o n o m i c  r e g u l a t o r y  o v e r s i g h t  s h o u l d  b e  e x p e c t e d  
to p a y  f o r  t h i s  s e r v i c e .  S p e c i f i c a l l y ,  the 
M u n i c i p a l i t y  o f  A n c h o r a g e  A s s e m b l y  s h o u l d  d e c i d e  
w h e t h e r  t h e i r  u t i l i t i e s  s h o u l d  b e  r e g u l a t e d  
l o c a l l y  o r  b y  A P U C .  I f  t h e y  c h o o s e  to " h i r e "  A P U C  

to p e r f o r m  t h i s  r e g u l a t o r y  f u n c t i o n  in t h e i r
• b e h a l f ,  c i t i z e n s  f r o m  a l l  a c r o s s  t h e  S t a t e  s h o u l d  
n o t  b e  f o r c e d  to p a y  f o r  t h a t  s e r v i c e  w i t h  G e n e r a l  
F u n d s  ( S e e  R e c o m m e n d a t i o n  No. 2).

R e c o m m e n d a t i o n  No. 2

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

A P U C  is c u r r e n t l y  b e i n g  f u n d e d  p r i m a r i l y  b y  G e n e r a l  F u n d s  
w i t h  a p r o g r a m  r e c e i p t s  s u p p l e m e n t  f r o m  p a r t i a l  d i r e c t  
a l l o c a t i o n s  o f  c o s t .  T h e  s t a t u t e s  r e q u i r e  t h e  c o s t  o f
i n v e s t i g a t i o n s  a n d  h e a r i n g s  t o  b e  a l l o c a t e d  a m o n g  t h e  
p a r t i e s ,  i n c l u d i n g  t h e  c o m m i s s i o n ,  as is j u s t  u n d e r  t h e  

c i r c u m s t a n c e s .  T h e  c o m m i s s i o n  h a s  t r a d i t i o n a l l y  n o t  a l l o ­
c a t e d  c o s t s  t o  i t s e l f  a n d  h a s  a l l o c a t e d  o n l y  t h e  h i r e d  
c o n s u l t a n t  f e e s ,  a t t o r n e y  g e n e r a l  s e r v i c e s ,  a n d  o t h e r  
i n c r e m e n t a l  o u t - o f - p o c k e t  c o s t s .  I n  a 1 9 8 8  d e c i s i o n ,  t h e  
A l a s k a  S u p r e m e  C o u r t  i n t e r p r e t e d  t h e  p r e s e n t  s t a t u t e s  o n
c o s t  a l l o c a t i o n s  to d i s a l l o w  a t t o r n e y  g e n e r a l  s e r v i c e s .  T h e  
c o u r t  a l s o  r e m a n d e d  t h e  c a s e  b a c k  to t h e  c o m m i s s i o n  to 
d e t e r m i n e  w h a t  p o r t i o n  o f  t h e  c o s t  a l l o c a t i o n  t h e y  s h o u l d  
a b s o r b .
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B a s i c  f a i r n e s s  p r e s c r i b e s  t h a t  o n l y  t h e  c o n s u m e r s  w h o  
b e n e f i t  f r o m  t h e  r e g u l a t o r y  s e r v i c e s  p r o v i d e d  by A P U C  s h o u l d  

p a y  t h e  c o s t  o f  t h i s  s e r v i c e .  T h i s  is the " u s e r  f e e "  
c o n c e p t  o f  f u n d i n g .  A  f u n d i n g  m e t h o d  s h o u l d  a l s o  b e  d e ­
s i g n e d  to a l l o w  r e s p o n s i v e  a d j u s t m e n t s  to b e  m a d e  in the 
l e v e l  o f  r e g u l a t i o n  a s  d e s i r e d  h y  c o n s u m e r s .  W i t h  t h e s e  
c r i t e r i a  i n  m i n d ,  w e  h a v e  b r i e f l y  c o m m e n t e d  o n  t h r e e  p r e d o m ­
i n a t e  a l t e r n a t i v e s .

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

G e n e r a l  f u n d i n g  is a l s o  l e s s  r e s p o n s i v e  to a p p r o p r i a t e  
r e g u l a t o r y  l e v e l s ;  in f a c t ,  it p r o b a b l y  w a s t e s  s o m e  o f  the 
S t a t e ' s  d w i n d l i n g  r e s o u r c e s .  G i v e n  t h a t  t h e r e  is a r e g u l a ­
t o r y  c o s t / b e n e f i t  b r e a k - e v e n  p o i n t  a n d  t h a t  c e r t a i n  c o n s u m ­

e r s  a r e  g i v e n  t h e  o p p o r t u n i t y  to e l e c t  f u l l  e c o n o m i c  r e g u l a­
tion, g e n e r a l  f u n d i n g  w i l l  l i k e l y  be p e r c e i v e d  as p a y m e n t  b y  
" s o m e o n e  e l s e "  w i t h  t h e  r e s u l t  t h a t  r e g u l a t i o n  w i l l  a l w a y s  
b e  e x t e n d e d  p a s t  t h i s  b r e a k - e v e n  p o i n t .  T h u s ,  g o v e r n m e n t  is 
p r o v i d i n g  a n  u n n e c e s s a r y  s e r v i c e .

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

T h i s  t a x  a p p r o a c h  w o u l d  b e  r e s p o n s i v e  to r e g u l a t o r y  n e e d s  
o n l y  t o  t h e  e x t e n t  t h a t  t h e  m a t c h i n g  is a c c u r a t e .  H o w e v e r ,  
t a x a t i o n  h a s  t r a d i t i o n a l l y  f o c u s e d  on a b i l i t y  to b e a r  r a t h e r  
t h a n  r e s o u r c e  u t i l i z a t i o n  and, thus, s u c h  a f u n d i n g  a p p r o a c h  
m a y  n o t  b e  r e s p o n s i v e .  F o r  e x a m p l e ,  i f  a t a x  w a s  d e s i g n e d  
w h i c h  l e v i e d  1 0 0 %  o f  t h e  c o m m i s s i o n ' s  c o s t s  a g a i n s t  t h e  
p i p e l i n e  c o m p a n i e s  a n d  n o n e  to t h e  u t i l i t i e s ,  t h i s  a p p r o a c h  
w o u l d  d o  n o t h i n g  to r e d u c e  u n n e c e s s a r y  r e g u l a t i o n  o f  t h e  
u t i l i t i e s .

F u l l  a n d  d i r e c t  a l l o c a t i o n  o f  t h e  c o m m i s s i o n ' s  c o s t s  p r o ­
v i d e s  t h e  m o s t  a c c u r a t e  a n d  d e f e n s i b l e  m a t c h i n g  a m o n g  the 

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

f i l i n g s ,

T o  a d m i n i s t e r  t h i s  f u l l  a l l o c a t i o n  p r o g r a m  w o u l d  r e q u i r e  
t i m e  s h e e t s  f o r  c o m m i s s i o n  s t a f f  a n d  a t t o r n e y  g e n e r a l
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s e r v i c e s ,  a n d  the u s e  o f  a c c o u n t  c o d e s  to s h a r e  d o c k e t  
p r o c e e d i n g  c o s t s  a m o n g  the p a r t i e s  a n d  to a l l o w  r e c o v e r y  of 
g e n e r a l  o v e r h e a d .  T h e  a d m i n i s t r a t i v e  c o s t  o f  t h i s  p r o g r a m  
s h o u l d  b e  l e s s  t h a n  w i t h  the t a x  a p p r o a c h  bu t ,  o f  c o u r s e ,  
g r e a t e r  t h a n  w i t h  t h e  G e n e r a l  F u n d  d e s i g n .  T h e s e  c o s t s  
c o u l d  p o t e n t i a l l y  b e  o f f s e t  b y  i n c r e a s e d  s t a f f  e f f i c i e n c y  
t h r o u g h  t i m e  s h e e t  a c c o u n t a b i l i t y .  W e  b e l i e v e  t h e  b e n e f i t s  
o f  a f u l l - c o s t  a l l o c a t i o n  p r o g r a m  w o u l d  f a r  o u t w e i g h  a
s l i g h t l y  h i g h e r  a d m i n i s t r a t i v e  cos t .

B a s e d  u p o n  the a b o v e ,  w e  r e c o m m e n d  t h a t  t h e  s t a t u t e s  b e  
a m e n d e d  to e s t a b l i s h  a f u l l - c o s t  a l l o c a t i o n  f u n d i n g  a p p r o a c h  
f o r  A P U C .  I n  c o n j u n c t i o n  w i t h  t h i s  s h i f t  t o w a r d  p r o g r a m  
r e c e i p t s  f u n d i n g ,  A S  4 2 . 0 5 . 6 5 1  a n d  A S  4 2 . 0 6 . 6 1 0  s h o u l d  b e  
a m e n d e d ,  as f o l l o w s :

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

2. A l a s k a  S t a t u t e  4 2 . 0 5 . 6 5 1  s h o u l d  b e  c h a n g e d  to r e q u i r e
i n t e r i m  a l l o c a t i o n ,  r a t h e r  t h a n  a w a i t i n g  c o m p l e t i o n  o f
a p r o c e e d i n g .  T h e  c o m m i s s i o n  h a s  e s t i m a t e d  t h e i r  
u n b i l l e d  u t i l i t y  a l l o c a t i o n s  a t  $ 1 . 6  m i l l i o n  w i t h  a n  
a v e r a g e  a g e  o f  3 . 0  y e a r s .  W e  n o t e  t h a t  t h e  r e l a t e d
p i p e l i n e  s t a t u t e ,  a t  A S  4 2 . 0 6 . 6 1 0 ,  a l r e a d y  r e q u i r e s  
i n t e r i m  b i l l i n g s .  H o w e v e r ,  A P U C  d o e s  n o t  a p p e a r  to b e  
in c o m p l i a n c e ,  w i t h  t h e i r  e s t i m a t e d  u n b i l l e d  p i p e l i n e  
a l l o c a t i o n s  a t  $ 2 . 1  m i l l i o n  w i t h  a n  a v e r a g e  o f  4 . 7  
y e a r s .  F u r t h e r ,  A P U C  s h o u l d  a m e n d  t h e i r  r e g u l a t i o n  a t  
3 A A C  4 8 . 1 5 7  w h i c h  p r o v i d e s  f o r  c o s t  a l l o c a t i o n s  a f t e r  
p i p e l i n e  h e a r i n g s  r a t h e r  t h a n  o n  t h e  r e q u i r e d  i n t e r i m  
b a s i s .

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

t h e  p r o v i s i o n s  a l l o w i n g  t h e  c o m m i s s i o n  to a l l o c a t e  
a m o n g  t h e  p a r t i e s  as is r e a s o n a b l e  a n d  j u s t  s h o u l d  b e  
r e t a i n e d ,  t h u s  t h e  c o m m i s s i o n  m a y  o c c a s i o n a l l y  a b s o r b  
s o m e  c o s t s  i n d i r e c t l y  a n d  h a v e  a n e e d  f o r  m i n i m a l  
G e n e r a l  F u n d  m o n i e s .

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

R e c o m m e n d a t i o n  No. 3

A P U C  s h o u l d  d e v e l o p  a t o p i c a l  r e f e r e n c e  s y s t e m  f o r  c o m m i s ­
s i o n  o r d e r s  a n d  c o u r t  der j i o n s .

T h e  c o m m i s s i o n  is a . s i - j u d i c i a l  a g e n c y  w h i c h  i s s u e s  
d e c i s i o n s  b a s e d  u p o n  f i n i n g  o f  f a c t  a n d  c o n c l u s i o n s  o f  law.
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T h e s e  d e c i s i o n s  a r e  in t h e  f o r m  o f  w r i t t e n  o r d e r s  t h a t  h a v e  
t h e  e f f e c t  o f  l a w  a n d  a r e  s u b j e c t  to j u d i c i a l  r e v i e w .

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

A t  p r e s e n t ,  t h e  b e s t  c a t a l o g  o f  p r i o r  a c t i o n s  is i n s t i t u ­
t i o n a l  m e m o r y .  O b v i o u s l y ,  s u c h  a m e m o r y - b a s e d  s y s t e m  c a n n o t  
p r o v i d e  t r u e  a c c e s s  to p r e c e d e n t  w h e n  n e e d e d  b y  c o m m i s s i o n ­

ers, s t a f f ,  u t i l i t i e s ,  c o n s u l t a n t s ,  a n d  a t t o r n e y s .  A  
c r o s s - r e f e r e n c e  s y s t e m  w o u l d  a l l o w  a n a l y s i s  b y  s t a f f  a n d  
d e c i s i o n s  b y  t h e  c o m m i s s i o n  to b e  m a d e  c o n s i s t e n t l y  f r o m  
c a s e  to c a s e  a n d  i n  a c c o r d a n c e  w i t h  r e l e v a n t  c o u r t  d e c i ­

si o n s .  It w o u l d  a l s o  a i d  u t i l i t i e s  a n d  t h e i r  c o n s u l t a n t s  
a n d  a t t o r n e y s  to a d e q u a t e l y  p r e p a r e  f o r  f i l i n g s  a n d  

h e a r i n g s .

T h e  L e g i s l a t u r e ,  in c o n j u n c t i o n  w i t h  t h e i r  F Y  89 a p p r o p r i a ­
t i o n  t o  A P U C ,  p r o v i d e d  t h e  f o l l o w i n g :  " I t  is t h e  i n t e n t  of 

t h e  L e g i s l a t u r e  t h a t  t h e  c o m m i s s i o n  u s e  t h e  a d d i t i o n a l  
p e r m a n e n t  p a r t - t i m e  p o s i t i o n  to d e v e l o p  a k e y w o r d  i n d e x  
f i l i n g  s y s t e m  fot' a l l  f u t u r e  c o m m i s s i o n  o r d e r s  a n d  t h a t  

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

R e c o m m e n d a t i o n  No. 4

A l a s k a  S t a t u t e  4 2 . 0 5 . 0 3 0  s h o u l d  b e  a m e n d e d  to s t a g g e r  the 
a p p o i n t m e n t s  o f  the t w o  c o n s u m e r  m e m b e r s  o f  t h e  c o m m i s s i o n .

In 1 9 7 5  t h e  c o m m i s s i o n  w a s  e x p a n d e d  f r o m  t h r e e  t o  f i v e  
c o m m i s s i o n e r s .  A p p o i n t m e n t s  w e r e  m a d e  t o  b o t h  t h e  n e w  
p o s i t i o n s  f o r  t h e  s t a n d a r d  s i x - y e a r  t e r m s  w i t h  b o t h  t e r m i­
n a t i n g  o n  t h e  s a m e  d a t e .  A l l  o t h e r  A P U C  c o m m i s s i o n e r  t e r m s  
h a v e  b e e n  a p p r o p r i a t e l y  s t a g g e r e d .  B e c a u s e  t h e  p o t e n t i a l  
f o r  d i s r u p t i o n  o f  c o m m i s s i o n  a c t i v i t y  w o u l d  b e  h i g h  w i t h  t w o  
n e w  c o m m i s s i o n e r s  c o m i n g  o n  a t  t h e  s a m e  t i m e ,  w e  r e c o m m e n d  
t h e  t e r m s  o f  t h e  c o n s u m e r  m e m b e r s  b e  s t a g g e r e d .

C u r r e n t l y ,  t h e  t e r m s  a r e  s c h e d u l e d  to e n d  as f o l l o w s :

C o n s u m e r  s e a t s  (2): N o v e m b e r  1, 1 9 9 3

E n g i n e e r i n g  s e a t :  O c t o b e r  31, 1 9 9 0
F i n a n c e  s e a t :  O c t o b e r  31, 1 9 9 2

L e g a l  s e a t :  O c t o b e r  31, 1 9 9 4

T h e  s t a t u t e  r e q u i r e d  t h e  g o v e r n o r  to s t a g g e r  t h e  i n i t i a l  
a p p o i n t m e n t s .  H o w e v e r ,  a s  t h i s  w a s  n o t  d o n e  f o r  t h e  c o n ­
s u m e r  m e m b e r s ,  w e  r e c o m m e n d  t h e  s t a t u t e  b e  a m e n d e d  to a l s o  
r e q u i r e  t h e  n e c e s s a r y  s t a g g e r i n g  o f  s u b s e q u e n t  a p p o i n t m e n t s .
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A N A L Y S I S  O F  P U B L I C  N E E D

T h e  f o l l o w i n g  a n a l y s e s  o f  c o m m i s s i o n  a c t i v i t i e s  i n d i c a t e  
b o t h  p o s i t i v e  a n d  n e g a t i v e  f a c t o r s  as t h e y  r e l a t e  to t h e  
p u b l i c  n e e d  f a c t o r s  d e f i n e d  i n  A S  4 4 . 6 6 . 0 5 0 .  T h e s e  a n a l y s e s  

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

1. T h e  e x t e n t  to w h i c h  t h e  b o a r d ,  c o m m i s s i o n ,  or p r o g r a m

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

T h e  c o m m i s s i o n  h a s  c o n s c i e n t i o u s l y  a t t e m p t e d  to a l l o w  
o n l y  q u a l i f i e d  a p p l i c a n t s  to p r o v i d e  u t i l i t y  s e r v i c e s  
a n d  to r e g u l a t e  t h e m  i n  s u c h  a m a n n e r  as to e n s u r e  
a d e q u a t e  s e r v i c e  at t h e  l o w e s t  r e a s o n a b l e  r a t e s .  I n  
f i n d i n g  t h a t  n o  p u b l i c  i n t e r e s t  w o u l d  b e  s e r v e d  t h r o u g h  
r e g u l a t i o n ,  A P U C  a d m i n i s t r a t i v e l y  e x e m p t e d  s o m e  
u t i l i t i e s  t h r o u g h  t h e  d i s c r e t i o n a r y  p o w e r  g r a n t e d  a t  
A S  4 2 . 0 5 . 7 1 1 ( d ) .

2. T h e  e x t e n t  t o  w h i c h  t h e  o p e r a t i o n  o f  t h e  b o a r d ,  c o m m i s ­
sion, o r  a g e n c y  p r o g r a m  h a s  b e e n  i m p e d e d  o r  e n h a n c e d  b y  
e x i s t i n g  s t a t u t e s ,  p r o c e d u r e s ,  a n d  p r a c t i c e s  w h i c h  it 
K i s  a d o p t e d ,  a n d  a n y  o t h e r  m a t t e r ,  i n c l u d i n g  b u d g e t a r y ,  
r e s o u r c e ,  a n d  p e r s o n n e l  m a t t e r s .

T h e  A l a s k a  P u b l i c  U t i l i t i e s  A c t  (AS 4 2 . 0 5 )  a n d  P i p e l i n e
A c t  (AS 4 2 . 0 6 )  p r o v i d e  b r o a d  d i s c r e t i o n a r y  p o w e r  to t h e
c o m m i s s i o n  to c a r r y  o u t  i t s  m a n d a t e d  r e s p o n s i b i l i t i e s .  
T h e  j u r i s d i c t i o n  p r o v i d e d  u n d e r  t h e s e  s t a t u t e s  s h o u l d  
b e  l i m i t e d  to r e q u i r e  r e g u l a t i o n  o n l y  o f  i n d u s t r i e s  
w h e r e  t h e  g r e a t e s t  p u b l i c  i n t e r e s t  m a y  b e  s e r v e d  ( S e e  

R e c o m m e n d a t i o n  N o .  1).

T h e  b u d g e t i n g  a p p r o a c h  a n d  t h e  s t a t u t e s  s h o u l d  b e  m o d i ­
f i e d  t o  f u l l y  a l l o c a t e  t h e  c o m m i s s i o n ’s c o s t s  to 
c o n s u m e r s ,  b u t  o n l y  to t h o s e  c o n s u m e r s  o f  u t i l i t i e s  w h o  
c o n t i n u e  to b e  r e g u l a t e d .  W e  c o n s i d e r  t h i s  r e g u l a t o r y  
f u n d i n g  a p p r o a c h  to b e  m o s t  e q u i t a b l e  t o  a l l  t h e  

S t a t e ' s  c i t i z e n s .  I t  s h o u l d  a l s o  e n c o u r a g e  t h e  e l i m i n a ­
t i o n  o f  a n y  u n w a r r a n t e d  e c o n o m i c  r e g u l a t i o n  w h e n  
c o m b i n e d  w i t h  c o n s u m e r  r e g u l a t o r y  e l e c t i o n s  ( S e e  

R e c o m m e n d a t i o n  No. 2).

T h e  c o m m i s s i o n  h a s  n o t  d e v e l o p e d  a t o p i c a l  r e f e r e n c e  
s y s t e m  f o r  c o m m i s s i o n  o r d e r s  a n d  c o u r t  d e c i s i o n s  ( S e e  
R e c o m m e n d a t i o n  No. 3). A P U C  h a s  n o t  b e e n  s u c c e s s f u l  in 
o b t a i n i n g  a d d i t i o n a l  p e r s o n n e l  o r  f u n d i n g  f o r  t h i s  

task.

L i m i t e d  A n a l y s i s
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The extent to which the board, commission or agency has 
recormnended statutory changes whlcTT are generally of  
benefit to the public In terest !
I n  t h e i r  F Y  88 A n n u a l  R e p o r t ,  A P U C  h i g h l i g h t e d  c e r t a i n  
p r o b l e m s  t h e y  p e r c e i v e  w i t h  t h e  c u r r e n t  s t a t u t e s  a n d
a l s o  o u t l i n e d  o p t i o n s  a n d  r e c o m m e n d e d  s o l u t i o n s .

A P U C  b r o a c h e d  t h e  q u e s t i o n  o f  w h o  s h o u l d  p a y  t h e  c o s t
o f  r e g u l a t i o n  a n d  a l s o  p r e s e n t e d  s e v e r a l  o p t i o n s  o n  a
p u b l i c  p o l i c y  l e v e l .  H o w e v e r ,  t h e y  p l a c e d  the e m p h a s i s  
o n  a g e n c y  f u n d i n g ,  r a t h e r  t h a n  o n  e q u i t y  to the S t a t e ' s  
c i t i z e n s  o r  o n  the p o t e n t i a l  e l i m i n a t i o n  o f  u n w a r r a n t e d  
r e g u l a t i o n  ( S e e  R e c o m m e n d a t i o n  N o .  2).

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

c o n c u r ,  h o w e v e r ,  w e  b e l i e v e  t h a t  t h e s e  b i l l i n g s  s h o u l d  
b e  r e q u i r e d , a n d  w e  a s s e r t  t h a t  t h e y  a r e  in f a c t
a l r e a d y  r e q u i r e d  f o r  p i p e l i n e  c a s e s  (See R e c o m m e n d a t i o n  
No. 2).

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

c o n c u r  i f  it w e r e  n o t  f o r  o u r  r e c o m m e n d a t i o n  w h i c h  
w o u l d  e f f e c t i v e l y  a l l o c a t e  t h e s e  c o s t s  o n  a c o m p r e ­
h e n s i v e  b a s i s  (See R e c o m m e n d a t i o n  No, 2).

A P U C  a l s o  r e c o m m e n d e d  t h a t  t h e  e x e m p t i o n  s c h e m e  a t  
A S  4 2 . 0 5 . 7 1 1  b e  r e v i e w e d  a n d  r e v i s e d .  W e  a g r e e  a n d  
h a v e  o u t l i n e d  o u r  s u g g e s t i o n s  a t  R e c o m m e n d a t i o n  N o .  1. 
T h e  c o m m i s s i o n  s p e c i f i c a l l y  r e c o m m e n d e d  t h e  d e r e g u l a ­
t i o n  o f  r e f u s e  c o l l e c t i o n .

T h e y  r e q u e s t e d  c l a r i f i c a t i o n  o f  A S  4 2 . 0 5 . 4 3 1  w h i c h  
e s t a b l i s h e s  t h e  p o w e r  o f  t h e  c o m m i s s i o n  to f i x  r a t e s .  
A P U C  is u n c e r t a i n  h o w  t h e  d i s p u t e  r e s o l u t i o n  p r o c e d u r e s  
u n d e r  s u b s e c t i o n  (b) c o u l d  b e  u s e d  to r e n e g o t i a t e  
w h o l e s a l e  p o w e r  c o n t r a c t  r a t e s  i f  t h e  c o m m i s s i o n  f i n d s  
t h e m  to b e  u n j u s t  a n d  u n r e a s o n a b l e .

T h e  c o m m i s s i o n  s u g g e s t e d  t h a t ,  i f  t h e  L e g i s l a t u r e  
i n t e n d e d  f o r  u t i l i t i e s  w h o  a r e  n o t  e c o n o m i c a l l y  r e g u ­
l a t e d  to p a y  i n t e r e s t  o n  c u s t o m e r  d e p o s i t s ,  
A S  4 2 . 0 5 . 7 1 1  s h o u l d  b e  a m e n d e d  t o  r e f l e c t  t h i s  i n t e n t .  
T h e y  f u r t h e r  r e c o m m e n d e d  t h a t  u n c l a i m e d  d e p o s i t s  n o t  b e  
e s c h e a t e d  to t h e  S t a t e .  W e  d i s a g r e e  w i t h  t h i s  s e c o n d  
r e c o m m e n d a t i o n ,  as it m a y  p r o v i d e  a d i s i n c e n t i v e  to 
l o c a t e  t h e  t r u e  o w n e r s  o f  t h e s e  f u n d s .
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A . T h e  e x t e n t  to w h i c h  t h e  b o a r d , c o m m i s s i o n ,  o r  a g e n c y 
H a s  e n c o u r a g e d  i n t e r e s t e d  p e r s o n s  co r e p o r t  to ic 
c o n c e r n i n g  tne e f f e c t  o f  its r e g u l a t i o n s  a n 3  d e c i s i o n s______________________ regal_______________ ______________
o n  the e f f e c t i v e n e s s  o f  s e r v i c e ,  eco n o m y  o f  s e r v i c e ,
a n d  a v a i l a b i l i t y  o f  s e r v i c e  w h i c h  lt~Tias p r o v i d e d '.'

F o r m a l  p r o c e e d i n g s  a r e  p r o p e r l y  a n d  t i m e l y  n o t i c e d  a n d  
a r e  o p e n  to the p u b l i c .  T h e  c o m m i s s i o n  h a s  h e l d  p u b l i c  
h e a r i n g s  a n d  f o r m a l  p r o c e e d i n g s  w i t h i n  the s e r v i c e  
a r e a s  o f  the u t i l i t i e s  b e f o r e  t h e m  to f a c i l i t a t e  p u b l i c  
a t t e n d a n c e  a n d  p a r t i c i p a t i o n .  A P U C  a l s o  s t a f f s  a 
C o n s u m e r  P r o t e c t i o n  a n d  I n f o r m a t i o n  S e c t i o n  to r e s o l v e  
c o m p l a i n t s  a n d  d i s s e m i n a t e  i n f o r m a t i o n .

5. T h e  e x t e n t  to w h i c h  the b o a r d ,  c o m m i s s i o n ,  o r  a g e n c y  
h a s  e n c o u r a g e d  p u b l i c  p a r t i c i p a t i o n  in t h e  m a k i n g  o f  
its r e g u l a t i o n s  a n d  d e c i s i o n s .

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

r e p r e s e n t a t i v e s  in a n  a t t e m p t  to be m o r e  r e s p o n s i v e  to 
the n e e d s  a n d  c o n c e r n s  o f  t h o s e  groups.

6. T h e  e f f i c i e n c y  w i t h  w h i c h  p u b l i c  i n q u i r i e s  o r  c o m -
p l a i n t s  r e g a r d i n g  t h e  a c t i v i t i e s of t h e  b o a r d ,  co m -
m i s s i o n ,  o r  a g e n c y  f i l e d  w i t h it, to t h e  d e p a r t m e n t  to
w h i c h  a b o a r d  o r  c o m m i s s i o n is a d m i n i s t r a t i v e l y  a s -
si g n e d ,  o r  w i t h  t h e  O f f i c e  o f the O m b u d s m a n  h a v e  b e e n

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

f o r m a l  c o m p l a i n t  p r o c e d u r e s .  P r o c e d u r e s  i n c l u d e  a 
r e q u i r e m e n t  t h a t  t h e  c o m p l a i n t  b e  m a d e  f i r s t  w i t h  t h e  
u t i l i t y  b e f o r e  b e i n g  f i l e d  w i t h  the c o m m i s s i o n .  I f  t h e  
c o m p l a i n t  c a n n o t  b e  r e s o l v e d  i n f o r m a l l y ,  f o r m a l  p r o c e ­
dures, i n c l u d i n g  a n  i n v e s t i g a t i o n ,  m a y  b e  i n i t i a t e d .  
T h e  O f f i c e  o f  t h e  O m b u d s m a n  a l s o  o c c a s i o n a l l y  h a n d l e s  
u t i l i t y  o r  A P U C - r e l a t e d  c o m p l a i n t s .  W e  f o u n d  t h e  
c o m p l a i n t  r e s o l u t i o n  p r o c e s s  to b e  o p e r a t i n g  s a t i s ­
f a c t o r i l y .

7. T h e  e x t e n t  t o  w h i c h  a b o a r d  o r  c o m m i s s i o n  w h i c h  r e g u -  
T i t e s  e n t r y  i n t o  a n  o c c u p a t i o n  or p r o f e s s i o n  h a s  p r e ­
s e n t e d  q u a l i f i e d  a p p l i c a n t s  to s e r v e  the p u b l i c .

T h e  c o m m i s s i o n ,  p r i o r  to g r a n t i n g  a C e r t i f i c a t e  o f  
P u b l i c  C o n v e n i e n c e  a n d  N e c e s s i t y  to a p u b l i c  u t i l i t y ,  
is r e q u i r e d  to d e t e r m i n e  t h a t  the a p p l i c a n t  is fit, 
w i l l i n g ,  a n d  a b l e  to p r o v i d e  t h e  s e r v i c e .  A P U C  e m p l o y s
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u t i l i t y  f i n a n c i a l  a n a l y s t s  a n d  u t i l i t y  e n g i n e e r s  to 
p e r f o r m  the n e c e s s a r y  a n a l y s e s  to m a k e  this d e t e r m i n a ­

t i o n  .

8, T h e  e x t e n t  to w h i c h  s t a t e  p e r s o n n e l  p r a c t i c e s ,  i n­
c l u d i n g  a f f i r m a t i v e "  a c t i o n  r e q u i r e m e n t s ,  h a v e  b e e n  
c o m p l i e d  w i t h  ~H~y the h o a r d ,  c o m m i s s i o n ,  o r  a g e n c y  
t o l t s  o w n  a c t i v i t i e s  a n d  the a r e a  o f  a c t i v i t y  o r  
i n t e r e s t " .’

W e  f o u n d  no e v i d e n c e  o f  h i r i n g  p r a c t i c e s  or c o m m i s s i o n  
a p p o i n t m e n t s  t h a t  a r e  c o n t r a r y  to s t a t e  p e r s o n n e l  
p r a c t i c e s .  N o  c o m p l a i n t s  h a v e  b e e n  f i l e d  w i t h  the 
H u m a n  R i g h t s  C o m m i s s i o n  o r  t h e  D i v i s i o n  o f  E q u a l  
E m p l o y m e n t  O p p o r t u n i t y .

9. T h e  e x t e n t  to w h i c h  s t a t u t o r y ,  r e g u l a t o r y ,  b u d g e t i n g ,  
o r  o t h e r  c h a n g e s  a r e  n e c e s s a r y  to e n a b l e  t h e  a g e n c y  
F o a r d  or c o m m i s s i o n  to b e t t e r  s e r v e  the i n t e r e s t s  o f  
t h e  p u b l i c  and t o  c o m p l y  w i t h  t h e  f a c t o r s .

P l e a s e  r e f e r  t o  the p r e v i o u s  s e c t i o n ,  F i n d i n g s  a n d  
R e c o m m e n d a t i o n s .
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D E P A R T M E N T  O F  C O M M E R C E  A N D  E C O N O M I C  D E V E L O P M E N T  
A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N  

S U M M A R Y  O F  A P P R O P R I A T I O N S  A N D  E X P E N D I T U R E S  
F o r  F i s c a l  Y e a r s  1 9 8 8  a n d  1989 

( U N A U D I T E D )

A P P E N D I X

1 9 8 8

1 9 8 8  E x p e n s e s  a n d  1 9 8 9
C a t e g o r y   A u t h o r i z e d  E n c u m b r a n c e s  A u t h o r i z e d

P e r s o n a l  S e r v i c e s  $ 2 , 1 1 3 , 6 0 0  $ 2 , 1 0 3 , 4 0 6  $ 2 , 1 1 3 , 6 0 0

T r a v e l  2 8 , 6 6 0  2 7 , 4 2 3  5 7 , 1 0 0

O t h e r  S e r v i c e s  1 , 5 9 2 , 3 3 0  1 , 2 2 4 , 3 4 6  1 , 6 8 8 , 5 0 0

S u p p l i e s  2 1 , 0 0 0  2 0 , 8 0 0  2 2 , 0 0 0

C a p i t a l  O u t l a y  ________3 , 9 1 0   3 , 9 1 0  _______ 2 , 9 0 0

T o t a l  $ 3 . 7 5 9 . 5 0 0  $ 3 . 3 7 9 . 8 8 5  $ 3 . 8 8 4 . 1 0 0

N o t e :  T h e  i n f o r m a t i o n  i n c l u d e d  in t h i s  s u m m a r y  w a s  o b t a i n e d  
f r o m  A P U C  r e c o r d s  a n d  t h e  s t a t e  a c c o u n t i n g  s y s t e m .  

T h i s  i n f o r m a t i o n  h a s  n o t  b e e n  a u d i t e d  b y  u s  and, 
a c c o r d i n g l y ,  w e  e x p r e s s  n o  o p i n i o n  o n  it.
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( I n t e n t i o n a l l y  l e f t  b l a n k )
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STEVECOWPER, GOVERNOR

A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 420 L ' STRf.tT 
SUITI 100
ANCHORAGE. ALASKA W 01 
|‘J07) 270 6222

March 7, 1989

Mr. Randy Welker 
Legislative Auditor 
Division of Legislative Audit 
State of Alaska 
P. 0. Box W
Juneau, Alaska 99811-3300

Re. Response to Preliminary Audit Report

Dear Mr. Welker:

The following is the response of the Commission to the prelimi­
nary audit report and recommendations submitted by the Division 
of Legislative Audit on February 14, 1989, as a result of its 
performance review of the Commission.

The Commission concurs with the fundamental conclusion of the 
report that the

Alaska Public Utilities Commission is operating in an 
efficient and effective manner and should continue to 
regulate public utilities and pipelines. (Page 5.)

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

08-H6LH
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Alaska Statute 42.05 should be amended to cease certification and 

regulation of companies furnishing collection and disposal ser­

vice of garbage, refuse, trash, or other waste material.

The Commission supports this recommendation as it did the identi­

cal recommendation made in the 1979 and 1985 Sunset Audits. The 

auditor's statement that the public health and sanitation aspects 

of this service are monitored by local governments and the De­

partment of Environmental Conservation addresses the Commission's 

previous reservation on deregulation.

Recommendation No. IB

Alaska Statute 42.05 should be amended to cease certification and 

regulation of radio common carriers.

The Commission concurs with this recommendation based on the 

character of radio common carrier (RCC) services and the current 

regulatory status of RCCs operating in the state. However, as 

noted in the Commission's response to the same recommendation in 

the 1985 Sunset Audit, future developments in the telecommunica­

tions industry may require reimposition of RCC regulation at some 

later time.

The Commission also believes that its authority to partially or 

fully deregulate a particular utility industry in response to 

current circumstances is a desirable and appropriate supplement 

to the legislative action advocated by the auditor. Accordingly, 

the Commission requests legislative guidance on the validity of 

its decision to economically deregulate the RCC industry in the 

event this recommendation is not implemented by statute.

R e c o m m e n d a t i o n  No. 1 A
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Recommendation No. 1C

Alaska Statute 42.05 should be amended to cease certification of 

cable television.

The Commission concurs with this recommendation with some 

qualifications, as it did with the same recommendation in the 

1985 Sunset Audit. The recommendation appropriately eliminates 

the anomaly in the current regulatory scheme for cable television 

(CATV) service whereby CATV providers hold monopoly certificates 

but are economically deregulated. However, the Commission would 

encourage the Legislature to use its legal and research staffs to 

examine the implications of the following on full CATV deregula­

tion: (1) the Cable Communications Policy Act of 1984, (2) the

Federal Communications Commission's recent initiatives to elimi­

nate the existing ban on cross-ownership of CATV and telephone 

companies, (3) the availability and status of local government 

oversight, (4) shared use of rights-of-way, (5) community access 

and institutional network use of CATV systems, and (6) disposi­

tion of certificates held by existing CATV providers. In any 

event, as noted in response to the 1985 Sunset Audit recommenda­

tion, CATV certification is not a large element of the Commis­

sion's workload.

Recommendation No. ID

Alaska Statute 42.05 should be amended to exempt smaller utili­

ties from economic regulation.

The Commission opposes this recommendation because it disagrees 

with the auditor's unsupported presumption that the cost of 

economic regulation presently exceeds its benefits for smaller 

utilities. Rather, the Commission concludes from its experience
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t h a t  r e g u l a t i o n  o f  s m a l l  u t i l i t i e s  is a t  t h e  c o r e  o f  i t s  p u b l i c  

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

m o g r a p h i c  c h a r a c t e r i s t i c s  o f  A l a s k a .  T h e  C o m m i s s i o n  a l s o  

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

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

r e n t l y  a d d r e s s i n g  t h i s  i s s u e .

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

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

to r .  A t  t h e  s a m e  t i m e ,  i t  i s  r e l a t i v e l y  e a s y  t o  i n f l a t e  o r  d e ­

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

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

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

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

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

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

d i s c r i m i n a t o r y  r a t e s .  W i t h  t h e  e x c e p t i o n  o f  22 w a t e r  c o m p a n i e s ,  

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

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

I t  h a s  b e e n  t h e  C o m m i s s i o n ' s  e x p e r i e n c e  t h a t  t h e  n e e d  f o r  r e g u l a  

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

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

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

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

t i e s  a s  a r e s u l t  o f  n o n - c o m p l i a n c e  w i t h  t h e  N a t i o n a l  E l e c t r i c  

S a f e t y  C o d e ;  l a c k  o f  f a m i l i a r i t y  w i t h  u t i l i t y  m a n a g e m e n t ,  m a i n ­

t e n a n c e ,  a n d  a c c o u n t i n g  p r o c e d u r e s ;  d i s c r i m i n a t o r y  a c t i o n s  b y  

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

n e e d e d ;  a n d  p r o c u r e m e n t  o f  w r o n g  e q u i p m e n t .  I n  a d d i t i o n ,  it c a n  

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

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

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



Although the reduction in workload would be approximately commen­

surate with the loss of Commission staff over the past three 

years if this recommendation were enacted, and from that stand­

point may be appealing, the Commission does not believe that the 

public interest would be served by wholesale deregulation of 

utilities serving perhaps the most (or one of the more) v u l­

nerable segment(s) of the ratepaying public.

The Commission believes that the concern about the cost of reg­

ulation that has been voiced by the auditor as well as others, 

for the most part, is directed at the expense (both in time and 

dollars) associated with regulatory requirements when a utility 

desires or needs to change its rates. The Commission has recog­

nised for some time that the regulatory scheme that exists and 

has been applied to both large and small utilities should be e x­

amined, To that end, on February 3, 1989, the Commission has 

issued a Notice of Inquiry. The purpose of the Inquiry is to 

receive information which would assist the Commission in propos­

ing regulations to simplify rate and other regulatory proceedings 

for smaller utilities. A copy of this order is attached. (See 

Appendix A . )

In summary, the Commission believes that the issue of the cost of 

regulation as it relates to the smaller-sized utilities can be 

substantially mitigated through administrative procedures rather 

than legislation which would eliminate the important public p r o­

tection function today provided by economic regulation.

However, if the Legislature believes public policy is better 

served by deregulating smaller utilities, the Commission would 

propose, as it did in response to the 1985 Sunset Audit, the fol­

lowing amendment to AS 42.05.711 to expand the deregulation elec­

tion process found in AS 42.05.712 which would replace the provi­

sions of AS 42.05.711(e), (f), (g), and (i):



All utilities which have gross revenues of $500,000 

or less may elect to be exempt from the provisions of 

AS 42.05, other than AS 42.05.221-42.05.281, under 

the procedures described in AS 42.05.712.

This approach conforms with the Commission's position that reg­

ulation for utilities that heretofore have been regulated should 

be continued unless the people most 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 42.05.711.

Recommendation No. IE

Alaska Statute 42.05 should be amended to cease mandatory 

economic regulation of certain utilities owned by political 

subdivisions.

The Commission supports the philosophy underlying this recommen­

dation. However, the Commission does not believe that elimina­

tion of AS 42.05.711(b)(2) is necessary to achieve the auditor's 

objective and has proposed an alternative legislative approach 

and language.

It is reasonable that if regulation is elected at one time by a 

governing body as currently provided under AS 42.05.711(b)(1), 

then a future governing body should have similar authority to 

vote to revoke that election. If 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



political subdivision, thus giving affected consumers a forum and 

recourse for concerns and complaints.

The Commission recognizes that this recommendation presently af­

fects only the Municipality of Anchorage. It is pertinent to 

consideration of this recommendation that, at the present time, 

there are a number of outstanding issues before, and outstanding 

requirements by, the Commission for the Anchorage Water and 

Wastewater Utility (sewer), the Anchorage Telephone Utility, and 

the Anchorage Municipal Light and Power Department.1 It is rea­

sonable to assume that the Anchorage Assembly would take into 

consideration the status and results of proceedings before the 

Commission at such time as it considers any decision to end 

economic regulation by the Commission.

1Docket U-87-47 is an investigation into the general manage­
ment practices of Anchorage's sewer utility. In Dockets U-88-18 
and U-87-61 the Anchorage Telephone Utility is before the Commis­
sion requesting a 54.83% rate increase 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 and Power Department is required to provide an 
equity management plan and obtain Commission approval before fur­
ther debt refunding is issued because of its poor financial 
condition.

-  7  -

- 3 1 -



Rather than eliminating AS 42.05.711(b)(2), as the auditor ap­

pears to suggest, AS 42.05.711(b) should be expanded to provide 

for deregulation of a municipal entity if its governing body so 

elects, once competition no longer exists between it and other 

u t i l i t i e s , and to allow the governing body of a 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 w i t h  a municipal utility. Proposed language is at­

tached. (See Appendix B.)

Recommendation No. 2

Alaska Statute 42.05 and 42.06 should be amended to more fully 

allocate the costs of regulation.

The Commission concurs in part, and opposes in part, this recom­

mendation. The Commission agrees with the auditor's suggestion 

that, in light of the current economic climate as well as a re­

cent court decision, discussion should be focused on the a p­

propriate method to fund this agency. Clearly, the time is ripe 

to evaluate funding options; however, the Commission disagrees 

with the method of funding advocated by the auditor. Regardless 

of the outcome of the broader funding discussion, the Commission 

concurs that AS 42.05.651(a) should be amended to allow interim 

allocations during a proceeding and to exclude the Commission 

from bearing any costs of a hearing or investigation.

-  8 ■
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The Commission opposes the auditor's "full and direct allocation 

of the Commission's costs" approach to funding for several rea­

sons. First, the Commission believes that this is the most cost­

ly and cumbersome funding option from an administrative p e r spec­

tive. In order to allocate all costs, it would be necessary to 

develop an extensive cost accounting system to track direct costs 

and to allocate indirect costs to each utility or pipeline c a r­

rier. It would also be necessary to establish an accounting 

staff and procedures to bill, audit, and collect cost allocations 

on a regular basis. The costs to design and to provide the p e r­

sonnel and other resources required to implement a system to re­

cover the Commission's budget would be substantial. The Comm i s­

sion also anticipates that its energies would be diluted from 

substantive regulatory responsibilities to accounting and au d i t­

ing of cost allocations.

Second, the "full allocation" approach does not accurately and 

equitably allocate indirect costs. A number of Commission 

activities do not fall within categories that are readily 

allocable to specific cases in the manner suggested in the audit. 

These include: administrative duties such as preparation of the

annual budget or responses to administration, legislative, or 

other agency (both state and federal) requests; generic cases; 

requests from consumer and utility groups to participate in 

educational efforts; training; regulations proceedings; court 

appeals; Commissioner time; all non-regulatory briefings and 

meetings. In addition, there are a number of Commission 

activities where the cost-benefit of maintaining individual time 

records for cost allocation purposes may not be justified. Under 

the auditor's recommendation, all indirect costs would apparently 

be assigned to utilities and pipeline carriers on the same basis 

as the direct cost assignments they have received. The effect of 

this approach is to shift the cost of statewide regulation to 

those entities who happen to have proceedings during the year and 

to ignore the public protection benefits associated with the



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

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

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

s i g n i f i c a n t  p o r t i o n  o f  t h e  C o m m i s s i o n ' s  o n g o i n g  b u d g e t  f r o m  t h e  

G e n e r a l  F u n d ,  w h i c h  c o n f l i c t s  w i t h  t h e  o b j e c t i v e  o f  t h e  " f u l l  

a l l o c a t i o n "  s c h e m e .

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

l e g i s l a t i v e  d i s c u s s i o n s  o n  t h e  r e s o l u t i o n  o f  t h e  C o m m i s s i o n ' s  

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

1 9 8 8  S u p r e m e  C o u r t  d e c i s i o n .

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

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

-  1 0  -
- 3 4 -



and the "user fee" concept of funding.2 To paraphrase what the 

Commission stated on page 85 of its FY1988 Annual Report to the 

Legislature, the issue is:

Who should pay for regulation: taxpayers (general fund) or

ratepayers (user fees)? There are advantages and 

disadvantages to each approach. However, a preference 

for the former is largely based on a policy premise that 

regulation is a responsibility of government and a right 

to which all citizens are entitled, while the latter may 

best be supported on a policy premise that the cost-causer 

should be the cost-payer. In the end, the policy that is 

adopted may depend on balancing those objectives as well as 

the budget itself.

The Commission is prepared to respond to specific questions about 

each of these funding options and will work with all interested 

persons in determining the optimum funding methodology to enable 

the Commission to carry out its public protection function.

2Under a user fee approach, certificated and regulated 
utilities and pipelines are directly assessed fees usually based 
on gross revenues, which approximate the Commission's budget ap­
proved by the Legislature.

- 11 -
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APUC should develop a topical reference system for commission 

orders and court decisions.

The Commission supports this recommendation, which was previously 

made in the 1979, 1984, and 1985 Sunset Audits. The Commission 

also reiterates that funding is essential to the implementation 

of this recommendation.

The almost-realized funding in the Commission's FY89 budget would 

have provided a part-time person to reference current decisions. 

However, the historical decisions made during the past 18 years, 

with particular emphasis on the last 12 years, are an integral 

and egual, if not more important, component of a reference system 

which would serve all who are directly and indirectly affected by 

Alaska utility regulation. The Commission believes the h i s t o r i­

cal reference system could be developed through a one-time capi­

tal appropriation and that the current reference system could be 

maintained with a part-time person.

Recommendation No. 4

Alaska Statute 42.05.030 should be amended to stagger the a p­

pointments of the two consumer members o f  the commission.

The Commission supports this recommendation.

R e c o m m e n d a t i o n  No. 3

-  1 2  -
- 3 6 -



A p p e n d i x

T h e  C o m m i s s i o n  a l s o  f i n d s  t h a t  t h e  A p p e n d i x  a t  p a g e  2 3  o f  t h e  

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

t i o n s  a n d  e x p e n d i t u r e s  f o r  F Y 1 9 8 8  a n d  F Y 1 9 8 9  i s  s o m e w h a t  m i s l e a d ­

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

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

r e s p o n s e  a s  A p p e n d i x  C  i s  a  c o p y  o f  p a g e  2 3  w i t h  s u g g e s t e d  f o o t ­

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

W h i l e  i t  d i s a g r e e s  w i t h  s o m e  o f  t h e  s p e c i f i c  f i n d i n g s  a n d  r e c o m ­
m e n d a t i o n s  i n  t h e  p r e l i m i n a r y  a u d i t  r e p o r t ,  t h e  C o m m i s s i o n  s u p ­
p o r t s  t h e  a u d i t o r ' s  u n d e r l y i n g  o b j e c t i v e  o f  m a t c h i n g  t h e  d u t i e s  
a n d  t h e  r e s o u r c e s  o f  t h e  a g e n c y  ( a n d  t h e  s t a t e )  a n d  l o o k s  f o r w a r d  
t o  w o r k i n g  w i t h  t h e  L e g i s l a t u r e  i n  i t s  c o n s i d e r a t i o n  o f  t h e  a u d i t  
r e p o r t .  P l e a s e  f e e l  f r e e  t o  c o n t a c t  m e  i f  y o u  h a v e  a n y  q u e s t i o n s  
a b o u t  t h i s  r e s p o n s e .

S i n c e r e l y ,

S u s a n  M .  K n o w l e s  
C h a i r m a n

A t t a c h m e n t s

-  13 -
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1 S T A T E  O F  A L A S K A  

T H E  A L A S K A  P U B L I C  U T I L I T I E S  C O M M I S S I O N

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

I n  t h e  M a t t e r  o f  t h e  C o n s i d e r a t i o n  )
o f  s i m p l i f i c a t i o n  o f  S m a l l  )
U t i l i t y  R e g u l a t i o n  )
 : ! )

R - 8 9 - 1  

O R D E R  H O .  1

O R D E R  I S S U I N G  N O T I C E  O F  I N Q U I R Y  F O R  
S I M P L I F I C A T I O N  O F  S M A L L  U T I L I T Y  R E G U L A T I O N

B Y  T H E  C O M M I S S I O N :

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

1 3  | A  l o n g s t a n d i n g  o b j e c t i v e  o f  t h e  C o m m i s s i o n  a n d  a  s u b -

1 4  j e c t  o f  f r e q u e n t  l e g i s l a t i v e  i n t e r e s t  i s  s i m p l i f i c a t i o n  o f  r e g -

1 5  u l a t i o r i  o f  s m a l l  u t i l i t i e s .  A s  a  r e s u l t ,  t h e  C o m m i s s i o n  i d e n -i

1 6  11 t i f i e d  t h i s  a s  o n e  o f  i t s  p r o g r a m  p r i o r i t i e s  f o r  t h e  c u r r e n t  f i s -

1 7  ! j c a l  y e a r .  A t  i t s  P u b l i c  M e e t i n g  o n  N o v e m b e r  2 2 ,  1 9 8 8 ,  t h e  C o m -

1 8  j m i s s i o n  a d o p t e d  a  w o r k  p l a n  f o r  a d d r e s s i n g  t h i s  o b j e c t i v e ,  t h e

1 9  •;  f i r s t  s t e p  o f  w h i c h  i s  i s s u a n c e  o f  t h i s  n o t i c e  o f  i n q u i r y  ( N O T )  .

20 B a c k g r o u n d
«i 

i
2 1  j j  A  s u b s t a n t i a l  n u m b e r  o f  t h e  p u b l i c  u t i l i t i e s  o p e r a t i n g

22 j i n  A l a s k a  a r e  b u s i n e s s e s  p r o v i d i n g  s e r v i c e  i n  s m a l l ,  g e o g r a p h i -

2 3  j j  c a l l y  d i s p e r s e d  a r e a s  o f  t h e  s t a t e ;  a l m o s t  a l l  o f  t h e s e  o p e r a t e
i !

2 4  ,
i

2 5  |

2 6  I

o u t s i d e  t h e - m a j o r  u r b a n  a r e a s  o f  t h e  s t a t e .  O f  t h e  9 4  u t i l i t i e s

R - 8 9 - 1 (1) (2/1/89)
Page 1 of 11 - 3 8 -
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17 
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19

20 

21 

22
i!

23

* 4  j ,

25

26

j i
l-

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

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

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

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

p r o v i d e d  o n  A p p e n d i x  1  

A n n u a l  R e p o r t . )

U T I L I T Y

,  a n  e x t r a c t  f r o m  t h e  

G R O S S  R E V E N U E S

C o m m i s s i o n ' s  F Y  1 9 8 8

L e s s t h a n 2 L e s s  t h a n L e s s t h a n L e s s  t h a n L e s s  t h a n
$ 1, 000,000 $  5 0 0 , 0 0 0 $  2 5 0 t 000 $  100,000 $  5 0 , 0 0 0

E l e c t r i c 1 8 10 • 4 1 0

G a s 1 — — — —

R e f u s e 5 1 — — —

S e w e r 3 2 2 2 2

T e l e p h o n e 2 — — — ' - -

W a t e r 22 22 22 1 5 11

T O T A L 5 1 3 5 2 8 1 8 1 6

F o r  u t i l i t i e s  s u b j e c t  t o  e c o n o m i c  r e g u l a t i o n ,  t h e  r e g ­

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

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

^ ■ P e r  3  A A C  4 8 . 8 2 0 ( 4 3 ) ,  " ' e c o n o m i c  r e g u l a t i o n '  m e a n s  t h a t  t h e  
c o m m i s s i o n ' s  j u r i s d i c t i o n  e x t e n d s  t o  m a t t e r s  c o n c e r n i n g  r a t e s  a n d  
c h a r g e s  f o r  p u b l i c  u t i l i t y  o r  p i p e l i n e  c a r r i e r  s e r v i c e s ,  q u a l i t y  
o f  s e r v i c e  p r o v i d e d  b y  t h e  u t i l i t y  o r  p i p e l i n e  c a r r i e r  t o  i t s  
c u s t o m e r s  o r  s h i p p e r s ,  m a n a g e m e n t  p r a c t i c e s  o f  t h e  u t i l i t y  o r  
p i p e l i n e  c a r r i e r ,  a n d  c u s t o m e r  o r  s h i p p e r  c o m p l a i n t s  c o n c e r n i n g  
t h e  s e r v i c e s  f u r n i s h e d  b y  a  u t i l i t y  o r  p i p e l i n e  c a r r i e r . "

2 C S  f o r  S B 3 6 9  ( L & C ) ,  w h i c h  w a s  i n t r o d u c e d  i n  t h e  l a s t  s e s -  I 
s i o n  o f  t h e  L e g i s l a t u r e ,  p r o p o s e d  a  s i m p l i f i e d  s c h e m e  o f  r a t e  
r e g u l a t i o n  f o r  u t i l i t i e s  w i t h  a n n u a l  g r o s s  r e v e n u e s  o f  $ 1, 000,000 
o r  l e s s .
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• ! ’ * » I
I1
Ii

-

t ( c e r t a i n  r e c o r d k e e p i n g  r e q u i r e m e n t s  a r e  l e s s  c o m p le x  f o r  s m a l l e r

2 ‘ s i z e d  u t i l i t i e s . )  S i n c e  t h e  C o m m is s i o n ' s  s t a t u t e  i s  m ode led

3 j[ a f t e r  a " Lo w er  48" a v e r a g e - s l z e  u t i l i t y ,  a num ber o f  r e a l  o r
•I

4 •p o t e n t i a l  p r o b le m s  e x i s t  w i t h  t h e  p r e s e n t ’ r e g u l a t i o n  o f  s m a l l

5 ; |  u t i l i t i e s . 3

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

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

o A la s k a  a r e  s e t  f o r t h  i n  s t a t u t e  and r e g u l a t i o n s  w h i c h  e x c e e d  150

9 p a g e s  i n  l e n g t h  and a r e  w r i t t e n  i n  t h e  t e r m i n o l o g y  (b o th  l e g a l

10 and  t e c h n i c a l )  w h i c h  i s  p e c u l i a r  t o  t h e s e  d o cu m e n ts  as w e l l  as  t o

11 u t i l i t y  r e g u l a t i o n .  S t a t e  r e g u l a t i o n  i s  a l s o  i n f l u e n c e d  b y ,  and

12 a t  t im e s  d i c t a t e d  b y ,  n a t i o n a l  t r e n d s  and d e v e lo p m e n t s .  An e x -

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

14 and c o m m is s io n  c a s e s  h a v e  b e e n  a p p l i e d  t o  and i n t e r p r e t e d  i n

15 h u n d r e d s  o f  C o m m is s io n  d e c i s i o n s .  A d d i t i o n a l l y ,  t h e r e  i s  no i n -

16 d e x  o f  C o m m is s io n  d e c i s i o n s , 4 f u r t h e r  c o m p l i c a t i n g  t h e  p r o c e s s

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

18 s m a l l  u t i l i t i e s  f a c e  a f o r m id a b l e  c h a l l e n g e  i n  a c q u i r i n g  a w o rk -

19 i n g  u n d e r s t a n d i n g  o f  t h e  r u l e s ,  v o c a b u l a r y ,  and fo r m u la s  o f  t h e

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

21

22 3T h e  s u b s t a n t i a l  a s s i s t a n c e  p r o v i d e d  i n  r e g u l a t o r y  m a t t e r s  ,
b y  C o m m is s io n  S t a f f  ( S t a f f )  t o  s m a l l e r  u t i l i t i e s  a t t e s t s  t o  t h e  •

23 v e r y  r e a l  c i r c u m s t a n c e s  t h a t  f a c e  b o t h  t h e s e  u t i l i t i e s  and th e  
C o m m is s io n  u n d e r  t h e  t r a d i t i o n a l  r e g u l a t o r y  s ch e m e .

24
4B e g in n in g  i n  1979, w i t h  s u p p o r t  o f  L e g i s l a t i v e  A u d i t  r e co m -

25 m e n d a t i o n s ,  t h e  C o m m is s io n  h a s  u n s u c c e s s f u l l y  s o u g h t  f u n d in g  f o r  
d e v e lo p m e n t  o f  an in d e x  o f  i t s  d e c i s i o n s .

26

R - 8 9 - 1 (1) (2/1/09)
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I
I

Second, omall uLllitlcu, bccuuuo of' Choir geographic

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

3  i 2e d  i n  r e g u l a t o r y  m a t t e r s  u n a v a i l a b l e  o r  e x t r e m e l y  c o s t l y .  M a n y

<1 o f  t h e  s m a l l e r  u t i l i t i e s  a r e  b a s i c a l l y  o n e - p e r s o n  o p e r a t i o n s  o r

5 h a v e  f e w  e m p l o y e e s .  A s  a  r e s u l t ,  t h e y  m u s t  b e  " j a c k s  o f  a l l

6 t r a d e s "  s p e c i a l i z i n g  i n  m a i n t a i n i n g  a d e q u a t e  s e r v i c e  a b o v e  a l l

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

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

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

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

1 1  A s  a  r e s u l t ,  s m a l l  u t i l i t i e s  m a y  f i n d  t h e  c o m p l e x i t i e s  o f  t h e

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

1 3  m a i n t a i n  r e c o r d s  i n  a c c o r d a n c e  w i t h  r e g u l a t o r y  r e q u i r e m e n t s ;  a n d

1 4  m a y  f i n d  i t  d i f f i c u l t ,  w i t h o u t  s o m e  g u i d a n c e  a n d  a s s i s t a n c e ,  t o

1 5  p r o v i d e  t h e  i n f o r m a t i o n  n e c e s s a r y  t o  m e e t  t h e  s a m e  s t a n d a r d s  o f

1 6  p r o o f  f o r  r a t e  a n d  o t h e r  t a r i f f  r e v i s i o n s  w h i c h  a r e  r e q u i r e d  o f

1 7  l a r g e r  u t i l i t i e s .  T h i s ,  c o u p l e d  w i t h  a  n a t u r a l  r e l u c t a n c e  t o

1 8  r a i s e  r a t e s  t o  t h e i r  n e i g h b o r s ,  c a n  j e o p a r d i z e  t h e  l o n g - t e r m

1 9  o p e r a t i o n  a n d  e x i s t e n c e  o f  a  u t i l i t y .  F u r t h e r m o r e ,  i n d i v i d u a l s

20 w h o  a r e  s t r u g g l i n g  t o  m a i n t a i n  v i a b l e  u t i l i t y  o p e r a t i o n s  i n  a
* -

2 1  h a r s h  e n v i r o n m e n t  o r  a r e  o t h e r w i s e  i n d e p e n d e n t - m i n d e d  A l a s k a n

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

24 j; ignored and less likely to fulfill its stated public purposes

25 ji under these circumstances.

26 .

23 i and requirements of regulation. Regulation is more likely to be

! R - 8 9 - 1 (1) (2/1/89) 
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J

1 ,i T h i r d ,  t h e  c o s t 3  o f  c o m p l ia n c e  w i t h  s t a n d a r d i z e d  i n f o r -

2 . jm a t io n  and r e c o r d k e e p i n g  r e q u i r e m e n t s  may be h i g h  r e l a t i v e  t o

3 || o t h e r  c o s t s  and r e v e n u e s  f o r  s m a l l  u t i l i t i e s .  A b s e n t  i n - h o u s e

4 e x p e r t i s e ,  t h e  s m a l l  u t i l i t y  i s  o f t e n  p u t  i n  a p o s i t i o n  w here  i t  > 
il

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

6 n e e d s .  T h e  c o s t s  i n c u r r e d  f o r  a t t o r n e y s ,  a c c o u n t a n t s ,  and e n -

7 g i n e e r s ,  as  w e l l  a s  f o r  h e a r i n g s  b e f o r e  t h e  C o m m is s io n ,  c a n  have '

8 a d i r e c t  and m a t e r i a l  e f f e c t  on t h e  r a t e s  p a id  by  c o n s u m e r s .

9 W h i l e  r e g u l a t o r y  c o s t s  may be  a r e l a t i v e l y  s m a l l  p o r t i o n  o f  o v e r -

10 a l l  c o s t s  f o r  l a r g e r  u t i l i t i e s ,  t h e y  may a c t u a l l y  be  a s i g n i f i -

11 c a n t  c o n t r i b u t o r  t o  t h e  r a t e  i n c r e a s e s  r e q u i r e d  by  s m a l l e r  u t i l i -

12 t i e s .  A s  a r e s u l t ,  s m a l l  u t i l i t i e s  may n o t  be a b l e  t o  a f f o r d  th e

13 u n a v o id a b l e  c o s t s  o f  e x e r c i s i n g  t h e i r  r i g h t s  and f u l f i l l i n g  t h e i r

14 r e s p o n s i b i l i t i e s  u n d e r  r e g u l a t i o n .  T h i s  p r o b le m  i s  m u l t i p l i e d

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

K5 F o u r t h ,  s m a l l  u t i l i t i e s  may h a v e  f i n a n c i a l  c h a r a c t e r i s -

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

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

19 u t i l i t i e s  h a v e  a s m a l l  i n v e s t m e n t  i n  r a t e  b a se  ( p l a n t  i n v e s tm e n t )

20 r e l a t i v e  t o  r e v e n u e s  and e x p e n s e s  i n  c o n t r a s t  t o  u t i l i t i e s  w h ich

21 r e q u i r e  l a r g e  i n v e s t m e n t s  o f  f i x e d  a s s e t s  i n  r e l a t i o n  t o  r e v e n u e s

22 g e n e r a t e d .  T h e r e  a r e  a num ber o f  r e a s o n s  f o r  t h i s  d i f f e r e n c e ,  <

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

24 ( e . g . ,  r e f u s e  u t i l i t i e s ) ;  t h e  u t i l i t y  h a s  r e c e i v e d  g o v e rn m e n t

25 g r a n t s  t o  f i n a n c e  i t s  p l a n t  ( e . g . ,  w a t e r  o r  e l e c t r i c  u t i l i t i e s ) ;

26 t h e  u t i l i t y  was i n i t i a t e d  w i t h  and  f i n a n c e d  by  a r e a l  e s t a t e

R-09-l(l) (2/1/89)
Page 5 of 11 -42-



1 d e v e lo p m e n t  ( e . g . ,  w a t e r  u t i l i t i e s ) ;  o r  t h e  u t i l i t y  ow ner has

2 c o n t r i b u t e d  s u b s t a n t i a l  " sw ea t e q u i t y "  i n  on e  o r  more y e a r s  o f

3 the u t i l i t y ' s  operation which i s  not reflected in booked capital
4 investment (e .g . ,  a l l  small u t i l i t i e s ) .  Minor fluctuations in
5 revenues and expenses have sign ificant consequences for the
6 financial condition of small u t i l i t i e s  with higher ratios of
7 revenues to assets . Predictable fixed charges are a low portion
8 o f  t h e s e  u t i l i t i e s '  e x p e n s e s ,  and  t h e y  may n o t  h a v e  t h e  c a s h  f lo w

9 c u s h i o n  p r o v i d e d  b y  d e p r e c i a t i o n  e x p e n s e  and r e t u r n  on in v e s tm e n t

10 (a s  com p ared  t o  o p e r a t i n g  e x p e n s e s )  w h i c h  i s  a v a i l a b l e  t o  more

11 c a p i t a l  i n t e n s i v e  i n d u s t r i e s .  T h e  l e a d  t im e  and r e q u i r e m e n t s  o f

12 r e g u l a t i o n  may be  p a r t i c u l a r l y  c r i t i c a l  t o  t h e s e  s m a l l  u t i l i t i e s .

13 F i f t h ,  on e  o f  t h e  c o n s e q u e n c e s  o f  t h e  d e c r e a s e  i n  Com-

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

15 r e s p o n s i b i l i t i e s  and w o r k lo a d  i s  t h a t  i t  i s  i n c r e a s i n g l y  d i f -

16 f i c u l t  f o r  t h e  C o m m is s io n  t o  p r o v i d e  t h e  n e c e s s a r y  l e v e l  o f  a s -

17 s i s t a n c e  t o  s m a l l  u t i l i t i e s .  F o r  ex a m p le ,  t h e r e  h a v e  b een  a num-

18 b e r  o f  i n s t a n c e s  i n  t h e  p a s t  w h e re  S t a f f  h a s  e s s e n t i a l l y  p r e p a re d

19 and p r o c e s s e d  a s m a l l  u t i l i t y ' s  r a t e  c a s e ,  i n  p a r t i c u l a r ,  w here

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

21 For some, i t  i s  the S ta ff 's  analysis which provides the u t i l i ty
22 w i t h - t h e  i n p u t  t o  d e t e r m in e  t h e  l e v e l  o f  r a t e  a d ju s t m e n t  i t  needs

I
23 t o  m e e t  i t s  o p e r a t i n g  c o s t s .  T h e  S t a f f  r o u t i n e l y  p r o v i d e s

24 g u id a n c e  and a s s i s t a n c e  on  o t h e r  r e g u l a t o r y  m a t t e r s  a s  w e l l .  (

25 W h i l e  t h e  n e e d  f o r  and i n t e r e s t  i n  p r o v i d i n g  t h i s  t y p e  o f  s u p p o r t

26 t s t i l l  e x i s t s ,  i t  i s  n o t  p o s s i b l e  t o  c o n t i n u e  t h e  p a s t  l e v e l  o f  t
»: •*

)
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2

1 | service with existing resources. Therefore, other mechanisms

2 |j m ust b e  d e v e lo p e d  t o  s i m p l i f y  t h e  r e g u l a t o r y  p r o c e s s  f o r  s m a l l

3 u t i l i t i e s  and t o  r e d u c e  t h e i r  r e l i a n c e  on i n d i v i d u a l i z e d  s u p p o r t .

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

5 n o t  b e  r e a d  t o  im p ly  t h a t  c o n s u m e rs  o f  s m a l l  u t i l i t i e s  r e q u i r e
I

6 I l e s s  p r o t e c t i o n  t h a n  t h o s e  o f  l a r g e  u t i l i t i e s .  I n  f a c t ,  e x -  
il

7 ! p e r i e n c e  may s u g g e s t  t h a t  t h e  n e e d  i s  g r e a t e r .  S i m i l a r l y ,  t h e

8 ;j a b o ve  p r o b le m s  w i t h  r e g u l a t i o n  o f  s m a l l  u t i l i t i e s  i n  no m anner
, i

9 i| d i m i n i s h  t h e  C o m m is s io n ' s  s t a t u t o r y  o b l i g a t i o n  t o  a s s u r e  t h a t

10 c o n s u m e rs  o f  e c o n o m i c a l l y  r e g u l a t e d  s m a l l  u t i l i t i e s  a r e  p r o t e c t e d
*! , i

11 . w i t h  r e s p e c t  t o  t h e  c o s t ,  t e r m s ,  and c o n d i t i o n s  o f  s e r v i c e  t h e y
!l •• :

12  ̂ r e c e i v e  and t h e  r e l i a b i l i t y  and  s a f e t y " o f  f a c i l i t i e s  t h a t  a re

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

!| . !14 '\ t o  u t i l i t y  s i z e  i n  p r e s c r i b i n g  t h e  g e n e r a l  d u t i e s  and r e s p o n -
ij , l

15 !| s i b i l i t i e s  o f  b o t h  t h e  r e g u l a t o r s  and r e g u l a t e d  b u t  a l l o w s  th e

16 C o m m is s io n  t h r o u g h  t h e  p r o m u lg a t i o n  o f  r e g u l a t i o n s  t o  im p lem e n t

17 1 t h e  la w  i n  i t s  s p e c i f i c s .

D i s c u s s i o n18

19 It is the policy of the Commission to minimize the bur-

20 I1 dens and costs of regulation for utilities to the greatest extent
i

21 H possible. However, balance is required in order to both assure

22 j; the protection of customers of a monopoly providing an essential

23 : service and to assure the continued financial and operational

24 viability of. these utilities. The goal of this proceeding is to

25

26

j R - 0 9 - 1 (1) (2/1/89)
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22

1 im p le m e n t  t h i s  p o l i c y  f o r  s m a l l  u t i l i t i e s  b y  e x a m in in g  t h e  c u r -

2 r e n t  a p p r o a c h  t o  r e g u l a t i o n  and by  d e v e l o p i n g  s i m p l i f i e d  p r o -

3 c e d u r e s  f o r  t h a t  r e g u l a t i o n  w h i c h  m in im iz e  a d m i n i s t r a t i v e  and

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

5 t h e  C o m m is s i o n ' s  i n t e n t  t o  s o l i c i t  i n p u t  f ro m  a l l  i n t e r e s t e d  p e r -

6 s o n s  on t h i s  s u b j e c t  b y  i s s u i n g  t h i s  NOI and  t o  u s e  t h a t  i n p u t

7 f o r  d r a f t i n g  r e g u l a t i o n s .  T h o  r o g u l n t i o n n  w o u ld ,  jn turn, bo

8 n o t i c e d  f o r  com m ent and  s u g g e s t e d  c h a n g e s  p r i o r  t o  b e in g

9 p r o m u lg a te d .

10 W h i l e  t h e r e  a r e  many f a c e t s  o f  s m a l l  u t i l i t y  r e g u l a t i o n

11 w h i c h  a r e  w o r th y  o f  r e a s s e s s m e n t  and r e f i n e m e n t ,  t h e  C o m m is s io n

12 b e l i e v e s  t h a t  i t s  i n i t i a l  f o c u s  s h o u ld  b e  on  t h e  r a te m a k in g  p r o -

13 c e s s .  F o r  t h e  r e a s o n s  d i s c u s s e d  e a r l i e r  i n  t h i s  O r d e r ,  r a te m a k -

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

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

16 r a t e m a k in g  r e v i e w ,  t h e  C o m m is s io n  i n t e n d s  t o  ex a m in e  t h e  a n n u a l

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

18 t i o n ,  w h e r e v e r  p o s s i b l e ,  and f o r  maximum c o o r d i n a t i o n  w i t h  t h e

19 s u p p o r t i n g  i n f o r m a t i o n  r e q u i r e m e n t s  o f  r a t e  c a s e s .  T h e  Com m is-

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

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

22 t i o n  and p r o c e s s i n g  o f  m i s c e l l a n e o u s  t a r i f f  f i l i n g s .  W h i le  com -

23 ; m en ts  a r e  w e lco m e  on  t h e  f u l l  r a n g e  o f  r e g u l a t o r y  r e f o r m  f o r

24 s m a l l  u t i l i t i e s ,  t h e  C o m m is s i o n ' s  a n t i c i p a t e d  o r d e r  o f  p r i o r i t y
I

25 i n  t h i s  i n q u i r y  i s :  (1 )  r a t e m a k in g ;  (2 )  a n n u a l  r e p o r t  f o r m s ;  and

26 ’ (3 )  o t h e r  m a t t e r s .
I
»
II '

I: R- 0 9 - 1  (1) (2/1/89)
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2

I

1 I n t e r e s t e d  p e r s o n s  a r e  e n co u r a g e d  t o  p r o v i d e  t h e  Com-
i

2 . m i s s i o n  a ny  and a l l  i n f o r m a t i o n  and s u g g e s t i o n s  w h i c h  t h e y  j

3 b e l i e v e  a r e  r e l e v a n t  t o  t h i s  i n q u i r y .  H ow ever ,  t o  f a c i l i t a t e  <
'I I

4 com m ents  t o  t h e  H O I,  t h e  l i s t  o f  q u e s t i o n s  w h i c h  f o l l o w  i n c l u d e s

5 i s s u e s  w h i c h  t h e  C o m m is s io n  b e l i e v e s  s h o u ld  be c o n s i d e r e d .  Some J

6 q u e s t i o n s  a r e  more r e l e v a n t  f o r  u t i l i t i e s  o r  t h e i r  r e p r c s e n t a -

7 t i v e s  r e s p o n d in g  t o  t h i s  i n q u i r y ,  w h i l e  o t h e r s  may b e  m ore a p -

8 p r o p r i a t e  f o r  a r e s p o n s e  fro m  S t a f f  o r  o t h e r  i n t e r e s t e d  p a r t i e s

9 s u c h  a s  t h e  A la s k a  Co n sum er  A d v o c a c y  P rogram , t h e  A la s k a  R u r a l

10 E l e c t r i c  C o o p e r a t i v e  A s s o c i a t i o n ,  .or t h e  A la s k a  T e l e p h o n e  A s -

11 s o c i a t i o n .  A l l  r e s p o n d e n t s  a r e  e n c o u r a g e d  t o  b e  as s p e c i f i c  as

12 p o s s i b l e  and , w h e re  a p p r o p r i a t e ,  t o  d e t a i l  t h e  c o n t e n t  and fo rm a t

13 o f  any  fo rm s  w h i c h  may b e  p r o p o s e d .

14 1. What s h o u ld  be t h e  o b j e c t i v e s  o f  any  p r o c e d u r e s  f o r

15 s i m p l i f y i n g  r a te m a k in g  and r e p o r t i n g  f u n c t i o n s  f o r  s m a l l

16 u t i l i t i e s ?

17 2 . What s h o u ld  be t h e  c r i t e r i a  f o r  b e in g  d e s i g n a t e d  a

18 " s m a l l 1* u t i l i t y  w h i c h  i s  e l i g i b l e  f o r  p a r t i c i p a t i o n  i n  s i m p l i f i e d

19 r a te m a k in g  p r o c e d u r e s ?

20 3 . What a p p r o a ch  s h o u ld  be u s e d  t o  s i m p l i f y  t h e  ra te m a k in g

21 p r o c e s s  f o r  s m a l l  u t i l i t i e s ?  F o r  ex a m p le ,

22 a . S h o u ld  t h e  e m p h a s is  b e  on m ak ing  p e r i o d i c  r a t e  c a s e

23 f i l i n g s  e a s i e r ?

24 b . .’ S h o u ld  a s i m p l i f i e d  r a t e  f i l i n g  p r o c e d u r e  s i m i l a r  t o

25 t h a t  fo u n d  i n  AS 4 2 .0 5 .3 8 1 (e )  and 3 AAC 4 0 .700  — 3 AAC 4 0 .790  be

26 a d o p te d ?  (A  c o p y  o f  t h e s e  p r o v i s i o n s  i s  a t t a c h e d  as A p p e n d ix  2 . )

R — 09 — 1(1) (2/1/89)
Page 9 of 11



A
la

s
k

a
 

P
u

b
li

c
 

U
ti

li
ti

e
s

 
C

o
m

m
is

s
io

n
 

42
0 

“
L"

 
S

tr
e

e
t,

 
S

u
it

e
 

1
0

0
 

A
n

c
h

o
ra

g
e

. 
A

la
sk

a
 

9
9

5
0

1
(90

7) 
27

6-
62

22

I

1 c .  S h o u ld  nomc o t h e r  a l t e r n a t i v e  t o  t r a d i t i o n a l  r a t e

2 b a s e / r a t e  o f  r e t u r n  r e g u l a t i o n  bo im p le m e n te d  s u c h  as a r a t i o  o f

3 o p e r a t i n g  e x p e n s e s  t o  r e v e n u e s ?

4 4. What i s  t h e  minimum am ount o f  i n f o r m a t i o n  n eeded  t o  p o r -

5 fo rm  t h e  t y p e  o f  s m a l l  u t i l i t y  r e g u l a t i o n  w h i c h  i s  p ro p o se d ?

6 5. What a d d i t i o n a l  i n f o r m a t i o n  (a b o v e  t h a t  s u g g e s t e d  i n

7 r e s p o n s e  t o  q u e s t i o n  4 ) w o u ld  be  d e s i r a b l e  o r  n e c e s s a r y  t o  i n -

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

9 t i o n ;  w h a t  i s  t h e  c o s t / b e n e f i t  o f  a c q u i r i n g  t h a t  i n f o r m a t i o n ?

10 6. W hat, i f  a ny , fo rm s  o r  i n f o r m a t i o n  a r e  p r o v i d e d  t o  o t h e r

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

12 s t i t u t e d  f o r  some o r  a l l  o f  t h e  fo rm s  r e q u i r e d  f o r  r a t e  c a s e s  o r

13 C o m m is s io n  a n n u a l  r e p o r t s ?  ( P l e a s e  p r o v i d e  a s a m p le . )

14 7. I s  i t  p o s s i b l e  t o  d e v e l o p  a s u b s t a n t i a l l y  s i m i l a r  s e t  o f

15 fo rm s  t o  b e  u s e d  f o r  b o t h  r a t e  c a s e  f i l i n g s  and a n n u a l  r e p o r t s  by

16 s m a l l  u t i l i t i e s ?  ( P l e a s e  p r o v i d e  ex am p les  o f  p r o p o s e d  f o r m s . )

17 8. What a r e  t h e  m o s t  d i f f i c u l t  s e c t i o n s  o f  t h e  a n n u a l  r e -

18 p o r t  fo rm s  f o r  s m a l l  u t i l i l t i e s  t o  c o m p le t e ?  Why?

19 9. What a r e  t h e  m o s t  u s e f u l  and t h e  l e a s t  u s e f u l  s e c t i o n s

20 o f  t h e  a n n u a l  r e p o r t ?  Why?

21 10. W hat, i f  a ny , c h a n g e s  s h o u ld  be made i n  t h e  p r o c e d u r e s

22 f o r  p r o c e s s i n g  s m a l l  u t i l i t y  r a t e  f i l i n g s  i n  o r d e r  t o  m in im iz e

23 r t h e i r  a d m i n i s t r a t i v e  c o m p l e x i t y  and  c o s t ?  ( P l e a s e  p r o v i d e  an

24 ; e x a m p le . )
t

25 .

26 (

i R - 8 9 - 1 (1) (2/1/89)

I *



A
la

s
k

a
 

P
u

b
li

c
 

U
ti

li
ti

e
s

 
C

o
m

m
is

s
io

n
 

•4
20

 
"L

" 
S

tr
e

e
t.

 
S

u
it

e
 

1
0

0
 

A
n

c
h

o
ra

g
e

. 
A

la
sk

a
 

9
2

5
0

1
(90

7) 
27

6-6
22

2

1 I X .  What l e v e l  o f  s u p p o r t  h a ve  s m a l l  u t i l i t i e s  been  p r o v id e d

2 by  C o m m is s io n  S t a f f  f o r  r a te m a k in g  o r  o t h e r  r e g u l a t o r y  r e c j u i r e -

3 inen ts?  ( I n d i v i d u a l  u t i l i t i e s  s h o u ld  be  a s  s p e c i f i c  as p o s s i b l e . )

4 12. What l e v e l  o f  s u p p o r t ,  g u id a n c e ,  o r  a s s i s t a n c e  i s  n e c e s -

5 s a r y  f o r  t h e  C o m m is s io n  t o  p r o v i d e  t o  s m a l l  u t i l i t i e s ?

6 I n  c o n c l u s i o n ,  t h e  C o m m is s io n  i s  i s s u i n g  t h i s  HOI t o

7 s o l i c i t  com m ents  on  and s u g g e s t i o n s  f o r  s i m p l i f i c a t i o n  o f  t h e

0 r e g u l a t i o n  o f  s m a l l  u t i l i t i e s  c o n s i s t e n t  w i t h  t h e  C o m m is s io n 's

9 r e s p o n s i b i l i t i e s  u n d e r  t h e  la w .  W r i t t e n  r e s p o n s e s  t o  t h i s  HOI

10 s h o u l d  be  f i l e d  no l a t e r  t h a n  A p r i l  3 , 1989, w i t h  r e p l y  com m ents

11 d u e  no  l a t e r  th a n  May 1, 1989. F u r t h e r  p r o c e d u r e s  and s c h e d u l e s

12 w i l l  be e s t a b l i s h e d  upon  r e v i e w  o f  t h o s e  com m en ts .

13 ORDER

14 TH E  COMMISSION FURTHER ORDERS:

15 1. By i s s u a n c e  o f  t h i s  n o t i c e  o f  i n q u i r y ,  a p r o c e e d in g

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

17 u l a t i o n  o f  s m a l l  u t i l i t i e s .

ifl 2. A l l  i n t e r e s t e d  p e r s o n s  may s u b m i t  com m ents in

19 r e s p o n s e  t o  t h e  n o t i c e  o f  i n q u i r y  no l a t e r  th a n  4 p .m . ,

20 A p r i l  3, 1989.

21 3. A l l  i n t e r e s t e d  p e r s o n s  may s u b m it  r e p l y  com m ents  no

22 l a t e r  th a n  4 p .m . ,  May 1 , 1989.

23 D A TED  AMD E F F E C T I V E  a t  A n c h o r a g e ,  A la s k a ,  t h i s  3 rd  d ay  o f  F e b r u -
a r y ,  1909.

24
BY D IR E C T IO N  OF TH E  COMMISSION

25 (C o m m is s io n e r  L o u i s  E .  A g i ,  n o t  p a r t i c i p a t i n g )
(S  E A 'I,)

26 *

R - 8 9 - 1 (1) (2/1/89)
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i j r . r c i i !  i c _  t)T i  {.i t  i  n n
( i 9U7 i i a i e n d a r  V o a r )

R e v e n u e s  
T o t a l  H o t

U t l  1 U y Me t  P l a n t R e v e n u e s I n c o m e U s e r s

( G r o s s  o p e r a t i n g  R e v e n u e  G r o a t o r  T h a n  $5, 00 0 ,0 00 )

A l a s k a  E l e c t r i c  G o n o r n t l o i t  
i T r a i t ! . ! ' i i s a l o n  C o o p e r a ­
t i v e ,  I n c . $ 1 7 ,1 3 9 , 4 1 7 $ 1 6 ,2 5 6 , 7 2 7 $ 06 ,1 7 0 1

A l a s k a  E l e c t r i c  L i g h t  a n d  
I ' ow e r  C om p an y 3 4 ,7 3 9 , 6 0 3 1 5 , 0 0 0 , 7 0 0 1 , 3 6 0 , 0 0 2 10,370

A l a s k a  V i l l a g e  E l e c t r i c  
C o o p e r a t i v e ,  I n c . 1, 2 7 , 2 1 0 , 2 4 2 1 1 , 4 0 5 , 1 0 3 1 , 0 1 6 , 2 6 3 4 ,970

C l m g a c h  E l e c t r i c  A s s o c i a ­
t i o n ,  I n c .• 3 6 6 , 7 7 1 , 7 0 0 9 3 , 5 3 3 , 9 0 0 5, 394e 175 60 ,007

C o p p e r  V a l l e y  E l e c t r i c  
A s s o c i a t i o n ,  I n c . 1 4 ,0 5 3 , 0 2 4 7 , 1 7 1 , 6 9 6 006 ,209 2 ,350

G o l d e n  V a l l e y  E l e c t r i c  
A s s o c i a t i o n ,  I n c . 1 3 0 ,1 5 6 , 4 3 1 3 9 , 1 1 5 , 6 0 9 3 , 1 7 3 , 2 6 7 26 ,704

I l om c r  E l e c t r i c  A s s o c i a ­
t i o n ,  I n c . 0 2 , 3 2 7 , 6 2 0 3 1 , 1 6 0 , 3 6 0 2 , 5 5 1 , 6 3 0 17 ,239

K o d i a k  E l e c t r i c  A s s o c i a ­
t i o n ,  J n c . 3 2 , 5 1 9 , 9 9 7 1 4 , 0 4 4 , 4 9 3 2 , 3 2 5 , 0 0 9 4 ,351

I l a t a n u s k a  E l e c t r i c  A s s o c i a ­
t i o n ,  I n c . 1 0 6 , 6 7 2 , 7 6 0 3 7 , 0 7 9 , 5 5 3 4 , 6 4 0 , 7 2 0 27 ,479

M u n i c i p a l  L i g h t  & P o w e r  
D e p a r t m e n t ,  M u n i c i p a l i t y  
o l  A n c h o r a g e  d / b / a 1 4 6 ,9 6 2 , 1 6 6 61,  594 ,072. 72 2 ,462 30, 04(1

S u b t o t a l $ 9 66 ,553 ,B 40 $ 3 2 7 , 2 5 0 ,3 0 9 $ 2 2 , 1 7 3 , 5 9 5 104 ,506

•

•

(Tliis A p p e n d i x  c o n t a i n s  e x c e r p t s  f r o m  the C o m m i s s i o n ' s  F Y 0 8  

A n n u a l  R e p o r t  to the L e g i s l a t u r e ;  f o o t n o t e s  a r e  o m i t t e d . )

r
- 4 9 -



E L E C T R I C  U T I L I T I E S  ( C 0 1 I T . )

( i § B 7  C a l e n d a r  H e a r )

•  R ev enu e s____________
T o t a l  l i e  b

U t i l i t y ______________________________ Met P l a n t ________R ev e n u e s _________ Income________U s e r s

(G rosa  O p e r a t i n g  R ev enue  G r e a t e r  T h an  $1,500,000 b u t  Lena  T han  $5 ,0 0 0 , 0 0 0 )

A l a s k a  Power £ T e l e p h o n e
Company $ 3,354,850 $ 3,164,175 $ 500,190 1,716

A r c t i c  U t i l i t i e s ,  I n c . 1 2,152,979 3,146,571 249,226 26

Uarrow  U t i l i t i e s  a n d  E l e c ­
t r i c  C o o p e r a t i v e ,  I n c . ___ '______2 1,606,004 229,661 1,216

D e t l i e l  U t i l i t i e s  
C o r p o r a t i o n ,  I n c . 2,036,500 4,277,113 136,114 1,691

K o tz e b u e  E l e c t r i c  
A s s o c i a t i o n ,  I n c . 6,449,004 2,790,390 420,407 973

I lu s l iaqnk  E l e c t r i c  
C o o p e r a t i v e ,  I n c . 1 4,771,174 2,490,707 260,577 1,004

T l l n q i t - R a l d a  R e q i o n a l  
E l e c t r i c a l  A u t h o r i t y 5,620,503 2,906,005 400,021 975

S u b t o t a l $ 25,193,970 $ 20,557,933 $ 2,356,279 7,7 11

(G ro ss  O p e r a t l n q  n e v e n u e  G r e a t e r  T han  $500,,000 b u t  L e s s T han $1,500,000)

Anlal; l . l q h t  a n d  Power 
Company, I n c . $ 526,320 $ 741,912 $ 1.19,449 150

g & K, i n c . . H/A 095,014 11/A 70

Gwll c l iy aa  Zlice U t i l i t y  
Company'* 690,130 570,600 < n o , 3 i n > 297

H a in e s  L i g h t  & Power 
Company, I n c . 1,206,793 1,162,049 97,064 750

l-ll-ll E l e c t r i c  C o o p e r a t i v e ,  
I n c . 1,522,032 695,272 < 1 , 032> 2 59

M cGra th  L i g h t  £ r o w e r  
Company'* 1,069,476

•

037,306 143,931 231

Sand P o i n t  E l e c t r i c ,  I n c . 5 430,301 939,039 2,132 400

Tatiana  Pow e r Company, I n c . 751,797 551,930 01,250 104

V i ik u th t  Power,  I n c . 674,031 693,330 1 45,659 2111

S u b t o t a l $ 6,000,400 $ 7,095,260 $ 377,313 2,622

- 5 0 -



ELCCTniC UTTLlTIEf l  (COI IT . )
{ i 9 67 C a i c n d a r - l fc ar)

________ Hcvcm ica ______
' i 'oLn  i  i i c t

U t m t y  l i n t: P la n t __________ lln v o ii i in a __________ In c o m e Uu«: t

( P r o a s  o p e r a t i n g  n c v o n n o  L o s s  T h a n  $500,000)

A n d r e a n o f  E l e c t r i c
C o r p o r o t  i o n 1 $ 12 9 ,345 $ 7 9 ,0 7 2 5 15 ,203 37

( J e t t i e s  L i g h t  & P o w e r ,  
I n c .

31 6 , 7 22 3 7 3 ,5 2 9 < 4 7 , 041> 49

T a r  l l o r t l i  U t i l i t l e a 355 ,414 1 1 2 ,3 1 5 < 6 , 110> 4 4

L o v e l o c k  E l e c t r i c  
C o o p e r a t i v e ,  I n c . 2 75 ,5 3 4 144 ,044 20 ,3 4 4 69

M a n l e y  U t i l i t y  C o m p a n y , I n c . 26 6 , 3 22 11 1 , 3 44 < 6 6 , 062> 84

M i d d l e  K u s k o k w i m  E l e c t r i c  
C o o p e r a t i v e ,  I n c . 1 , 7 1 4 , 4 9 5 3 7 5 ,0 93 < 2 1 , 233> 152

I l a p a k l a k  I r e i n a g  r o w e r  
C o m p a n y 3

14 1 ,1 37 2 7 5 ,3 4 3
• 61 ,2 1 2 01

l l o r t h w a y  P o w e r  & L i g h t , I n c . 32 7 , 9 27 3 6 6 ,4 42 39 ,7 5 9 110

P e l i c a n  U t i l i t y  C o m p a n y 50 4 ,202 3 9 4 ,7 94 106 ,033 107

T e l l e r  P o w e r  C o m p a n y 96 ,4 2 9 30 5 ,6 0 0 • 7 1 ,5 6 1 06

S u b t o t a l $ 4 , 0 0 7 , 6 0 7 5 2 , 5 3 9 , 2 5 6 $ 2 5 2 ,0 66 019

TOTALS S I , , 0 0 2 , 6 3 5 ,9 1 3 S 3 5 7 , 4 5 0 , 0 4 6 $25, 159 ,203  195,, 650



«iah_ t i T i i . i T i e n • '
(198 7* Caioniiar Year)

______ Hcvcmica_______
Total Hot

Utility  ___________________llet P l a n t ______ ncvonueg_______Income_____ Users

[Gross Operating Revenue Greater Than $5,000,000) .

EIISTAII natural Oas Company1 
(a division of Seagull
Energy Corporation) $157, 4 70,366 $99,956,451 $15,855, 146 70. 223

Subtotal $157,<79,366 $99,956,451 $15,855, 146 70.223

(Oroga opnr.it Ing novnmm Orontar Tban $500,000 but Lass Than $1, 500,000)

barrow Utllltlnn and
Electric Cooparatlva, Ino, $--— ----2 $ 004,907 $ 74.685 9U0

Subtotal-------------------- S---------- 2 $ 004.907 $ 74,605 QUO

TOTALS $157,479,366 $100,761,418 $15,929,031 79.131

ncrUSE MID GAnOAOE UT1L1TIE3 
(1987 Caieiidar Year)

ncvenucs ___
Total iiet

U t  11 I t y ____________________________________________ M e t  P l a n t  n c v o n u c s ________ I n c o m e  c u s t o m e r s

( C r o s s  o p e r a t i n g  l l c v c n u o  G r e a t e r  T h a n  $ 2 0 0 , ooo)

Anchorage KoCuse, Inc, $2,458,004 $ 9,210,396 $163,011 26,076

channel Sanitation Corporation 275,094 2,132,305 <390,404> 4,920

Urake’s Sanitation, Inc.1 132,400 454,641 <0,716> 165

Engle lllvcr lloluso, Inc. 105,610• 932,965 32,697 4,110

Far llortli Sanitation, Inc. 1,569,616 1,214,250 133,067 712

Interior Services,
Hal pit E. Uartiott d/b/a 780,822 519,916 <23,940> 262

Kodiak Sanitation, Inc. ' • 02,437 020,551 70,322 102

rouinsula Sanitation Company, inc.2 252,395 1,350,321 05,004 1,340

Wasllla Itetunc, Inc.3 130,700 541,037 74,504 702

TUT A I. $5,077,046 $17,176,390 $137,937 l l d l l
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fi e i i t .  11 ( w i) o r  r. w a t e  ii > u t i l i  u r n

(iyu / Caioniiar Year)

h e v e i i u es_________
" T o t a l  i i o t

Ot I I  l t y   H o t P l a n t s ______ l l o v o n u n a __________I n c o me

(Uionj operating Hovonue Grantor Than $1, 000,000)

Anchorage Hater oiul 
Pnatownter Utility, 
Mnnlc 1 |»i 11 ty of 
Anchorage <J/b/n 554,302,553 $10,099,005 $<1,200,190>

Colloijn Utllltlon Corp.2 2,201,975 1,3G6.995 101,412

Subtotal $56,504,520 $19,466,000 $<1,106,770>

( a t o g f i  o p e r a t i n g  l l o v o m i o  L o s s  T h a n  $250 ,000)

Harrow utilities and 
Electric Coopera­
tive, inc. $--------- 3 $ 554,500 $ 3,333

Sa1mnutof Utilities, 
Inc. 50,000 004 514

Settlers Day Proper­
ties, Inc. - 0 - 5,045 <159,390>

Subtotal $ 50,000 $ 5G0.509 $ <155,543>

TOTALS $5G,634,520 $20,027,309 $<1j342,321>

Unc i s

49 , H O  

1 , 5 5 4

00 , 09 1

3G7

3

 LI

302 

0 1 , 1) / G

r -
(
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\

Tnt.EconnumcftTion utilities 
( L o i n )  L i n e s  a n d  L o c a l  E x c h a n g e  C a r r i e r s )  

( 1 9 8 7  C a l e n d a r  Y e a r )

Hevcnuen Main

Utillly Met Plant
Total
[(evcnues

Hot • 
Incoinn

Access
Lines

(Gross operating ncvcmio Greater Than $4 ,000,000)

. Alascom, Inc. $329,029,964 $201,030,131 $42,456,392 11/A

Anchorage Telephone 
Utility, Municipality 
of Anchorage d/b/a 219,695,213 87,020,300 1,669,750 112,107

1 General Telephone Company
of Alaska 12,004,£09 , 0,255,030 1,002,776 10,602

• Interior Tolcphone Company 8,037,906 4,407,591 0,605 1,965

j llatanuska Telephone 
Association, Inc. 91,414,691 29,325,474 1,301, 100 25,410

Talcphono Utilities of 
1 Alaska, Inc.t 94,000,561 43,760,040 6,050,419 34,031

J Telephone Utilities of 
1 the Hotthiand, inc. 22,071,989 14,045,103 2,050,959 14,297

United Utilities, Inc. 15,760,740 7,651,037 652,195 2,065

Subtotol $794,503,841 $476,294,074 $56,000,292 201,205

(Gross Operating novcnue Groater Than $1 000,000 but Lens Than $4,ooo ,000)

j Arctic Slope Telephone 
) Association Coopera­

tive, Inc. $ 3,429,404 $ 3,020,686 $ 564,797 055

Bristol Bay Telephone 
Cooperative, Inc. 3,073,711 1,517,469 150,112 94 2

Copper Volley Telephone 
Cooperative, Inc. 10,453,257 3,432,200 696,210 2,795

Iluklnk Telephone Company, 
Inc. 2,731,542 1,363,916 347,015 642

national Utilities, Inc. 1,670,124 1,419,241 200,960 1,571

Ihishofjnk Telephone 
CinipiMat 1 vo, inc. 3,436,799 1,754,223 304,716 1 ,206

OTZ Telephone Cooperative 
Inc. 3,900,170 2,001,021 349,909 1,540

Subtotal $ 20,695,015 $ 15,317,644 $ 2,622,635 9,631

(Gross Operating nevenuo Less Than $1,000 ,000)

Dush-Tcll, Incorporated $ 2,304,303 $ 014,510 $ <14,506> 520

Yukon Telephone Company, 
Inc. 604,335 644,904 <63,290> 3 13

Subtotal $ 3,060,710 $ 1,459,414 $ <77,796> U6 J

TOTAL $026,267,574 $493,071,932 $ 50,625,131 211,779



W ATER U T I U T I E 3  

( 1 9 0 7  C a l e n d a r  V c a r )

Revenues

Utility Met Plant!
Gross

novcnucs
Met
Incoma Users

(Gross operating Itovemio Creator Than $1, 000 .000)

Anchorage Water anil 
Wastewater Utility, 
Municipality of 
Anchorage d/U/a ,067,395 $17,029,004 $391,062 40,305

Harrow Utilities and 
Electric Coopera­
tive, Inc. 2,497,134 421,071 300

College Utilities Corp.3 3,,605,731 1,402,341 170,270 1,600

Subtota1 $9-1,,753,126 $20,928,559 $990,403 42,293

(Gross Operating ncvcuue Less Than $250,000)

Alpat Water Utility Company $ 93,299 $ 22,702 $ 9,976 76

Alyeska Utilities, Inc.* 05,609 102,143 20,522 526

Chuglak Util ities 247,410 51,919 20,454 195

Dawn Development Corporation (Mot Reported)

Eagle Utilities, Inc. - C - 29,459 7,860 03

Eklutna Utilities, Inc. 456,993 193,555 <66,475> 600

EllU, Inc. 66,608 9,727 <5,352> 34

Kvik I.og Water System, 
llyron Allon Mewton d/b/a - 0 - 2,688 890 10

llatanuska Utility Company, Inc. 69,689 12,443 <1,159> 12

McGalian Utilities, Inc. 22,801 23,046 2,683 M/A

McKinley Utilities, Inc.5 69,742 9,924 1,635 34

Norfolk Utilities, inc. 696,505 248,156 235 866

OmlIn Water Wtl1Ity, 
I’aul Oml in d/b/a 31,216 4,437 533 15

rcllcan Utility Company (Clot Reported)

- 5 5 -
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HATEn UTII.ITinn (C01IT.) 
(1907 Calendar Year)

Utility Het Planti
Gross

Revenues
Met

Income Users

Potter Creek Water Company $ 120,642 500 <3,653> 9

tlomig Park Improvement 
Company2 - 0 - 12,350 <3,174> 85

Sandlake Services, R . J. 6 
Clara Rhodes d/b/a 35,640 28,566 9,310 130

Settlers Day Properties, Inc • 1 0 1 0,670 <62,000> 62

South Central Utilities, Inc 81,577 1,323 <22,103> 11

Southeast Utilities, Inc.,
Ilohcrt II. Scott, Evelyn V.
Scott, Charles J. Schneider 
anil Marlene C. Schneider,
S 6 S Development d/b/a 214,912 116,903 30,415 630

Spcnard Heights Water
System, Wayne Cates d/b/a 5,742 4,057 <409> 40

Valley Water Company, Inc.3 230,175 157,600 54,560 265

Subtotal $ 2,536,656 $ 1,041,120 $ <5,46Q> 3,715

T O TA L $97,209,702 $21,969,607 $904,935 •in, oun

- 5 6 -
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§ <12.05.385 Huill.lO UTIUTIE3 Atil) CAIllllCtta § 'I2.o g .3Ui

Hoc. <12.05.305. Interest on deposits. (u) A public utility limy col* 

loci and iotiiin ii deposit for continulctl recurring inoiillily service. A 

public utility tlml coliucln oml rotuliiH n duptmiL of over $100 for rucur- 

ring inoiillily service) shall pay In I ureal on Hint deposit at nr liuloiu t lie 

time it is returned. Interest paid under lliiu section slutll lie at tlie 

lu|pil rale of interest at Hie lime lliu deposit is mink However, if tlie 

deposit is placed in an interest bearing account, tlio utility ulnill pay 

lliu inleresl rale of the interest bearing account.

(Ii) If delinquent payments result in iuterriiptioii of service, a pulilic 

utility is nol rcipiired to pay interest under (a) of lids section for 12 

months alter reustubliulinicnt of service. (§ 1 cli GO HH A lOilli)

Cross rcfcrnnccs. —  For legnt rnlo of 
Inlvioal, sco AS '15.15.010.

Sec. 42.05.n81. Holes to bo just and reasonable, (a) All rates 

demanded or received by n public utility, or by any Lwo or more public 

utilities jointly, for a service furnished or to be furnished shall be just 

and reasonable; however, a rulo may not include nil ullowunco for 

costs of poiilicul contributions, or public rclulions oxccpt for reason­

able amounts spent for

(1) energy conservation efforts;

(2) public information designed lo promote more efficient use ortho 

utility’s facilities or services or to protect the physical plant of the 

utility;

(3) informing shareholders and members of a cooperative of meet­

ings of Llie utility and encouraging attendance; or

(■I) emergency situations to the extent and under the circumstances 

authorized by the commission for good cause shown.

(I>) lu ■ establishing the revenue requirements of a municipally 

owned and npcrulcd utility the municipality is entitled lo include u 

reasonable rate of rclurn.

(c) A  utility, whether subject to regulation hy the commission or 

exempt from regulation, may not charge a fee for connection Lo, dis­

connection from, or transfer of services in an amount in excess of the 

actual cost lo the utility or performing tlie service plus a profit at a 

reasonable pcrcenlugo of that cost not to exceed the percentage estab­

lished by the commission by regulation.

(d) A  utility sbull provide for a reduced fee or surcharge for standby 

water for fire protection systems approved under AS 18.70.081 which 

use hydraulic sprinklers.

(c) The commission shall adopt regulations for electric cooperatives 

setting a range for adjustment of rales by n simplified rato filing 

procedure. A  cooperative may apply for permission to adjust its rates 

over n period of limo under tlie simplified rule filing procedure regula­

tions. The commission shall grant the application if the cooperative

111
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nntinHcg llm rc«|tiiicincnla of llio regulations. Tim commission limy 

loviow iiii|ilcinoiilalioii of llm iiliiiplilicd into filing pioccdllic lit leu- 

mmnlilo intorvuln und may rovolio permission lo uuo lliu pioccilum or 

luqtilro iiimlilicotloit of llio rules lo correct nil error. (3 (i cli 113 HI .A 

11)70; nm 9 1 cli 00 SLA 1070; am § 5 cli 100 SI,A 1077; am 5 <1 cli <10 

SI,A 1000; am $ 3 cli 104 SLA 10UG)

Effed of AiiioiuliiiGiilft. — Hid 1001) ■
niiioiiilnioiil added iiibscclioa (e).

N O T E S  T O  D E C I S I O N S

I .(ililiy I ii I' expenses excluded from pcnsci m pmt of o iltlllly'i i e vcnun to-
raviiinio rcquliuiiicul. — Tlie coimnle- qiilreinont. Ilumitr Hlue. Aes'n v, .'ilitln,
elnii nclcil rcnaoiiulily nml within lie alul- Puli. Dills. Cumm'n,Sii|i. Ct. Op. fin. XI'JV
ulory authority In excluding luhhylng ex- (I'ilo N o .  S  ltl5'2), l\2il (I'JUUt.

See. <12.05.300. Cliorges for wntor and sower lino extensions,

(a) A water or sewer lino exloiision may not Im constructed unless lliu 

legislative body of caeh municipality through which lliu extension 

pusses line approved llm extension. This subsection dues not apply to 

an extension that will not creute any charges or assessments against 

the adjacent properly.

(h) Except us provided in (o) of this section, when utility service is 

available In u property owner us a result of u water or newer line 

extension, the uLility olVering Hie service tluougli the extension sluill 

notify tlie properly owner, according lo llio procedure set lot lit for 

scrvico of process in llm Alaslcn Utiles of Civil Procedure, of (be 

charges and interest due llio utility if the property owner elects lu 

obtain tlm utility scrvico through Llm extension. The properly owner 

docs not owe llm charge for the extension until the properly owner 

connects lo Hie extension. >

(c) Except as provided in (e) of this section, and unless the properly 

owner connects to llio extension,

(1) charges do not accruo against the property for construction of 

the extension; • •

(2) interest docs not accrue against llio properly for tlie constiac­

tion of llio extension; and

(3) a lien or encumbrance may not bo Iqvicd against the propcily 

for the construction of the extension.

(d) If the costs of constructing a water or sewer line extension have 

been paid by charges collected under this chapter, a utility may not 

clmrgo for connection lo tho extension an amount greater Hum lliu 

uetual cost of llm connection.

(e) The provisions of Ibis sccLion do nol apply to a water or sewer 

line extension constructed by a municipality under AS 29.4G. (9 1 cli 

107 SLA 1U8G)

112 •
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;i AA C 48,GUO A laska  Aiimin iu i i ia i iv is  C ook J A A C  dU.liGU

e x p l a i n i n g  l l i o  i c i iboi i  l o r  l l io  a c t i o n  u m l  B t u t i n g  l l m l  l l io a c t i o n  in 
w i t h o u t  p r e j u d i c e  l o  l o f i l i n g .

(Ii) If an application in (bund lo Im |>m linlly inconi|ilclo or dolbclivr, 
a toiler limy Im written to tlm npplicmiL containing llm nliilnniciit "lly 
direction of llm coinminniou" in wliicli nlteiiLiini in directed lo llm 
oinilleil material or dofooln mid specifying u liiluro dale when llm 
application inuy bo dismissed unless satisfactory action in lull on lo 
correct llm deficiencies of tlm application. If lliu npplicuiit uecdn addi­
tional time lo perfect bin tippliculion, Im may request an cxlonnion til 
leant live days before llm deadline date apod lied in tlm commission';) 
letter. Tlm commission may then by letter grunt or deny tlie request or 
specify an ullurnnlivo deadline dale.

(c) If llm commission's technical otafT findn Hint an application, 
which in ollicrwisc complete, lacks certain information needed to de­
termine and fully evulunlo its merits, llm coinminniou may request the 
npplicuiit to furnish it, by a specified date, in a letter written "My 
direction of the commission” and the applicant shall supply it hy the 
date specified as a condition precedent to nny further action hy the 
commission other than dismissing the application. (Elf. 1/13/73, Regis­
ter d'D
Aulliorlly; AS <12.05.111(1)

AS 12.05.151

3 AAC '18.0(50. UURDEN OF PROOF. Every applicant shall 
lutve the burden of furnishing whatever information and data llml 
limy he required lo prove to the commission's satisfaction Hint llm 
applicant has, or will, comply with the governing law mid the provi­
sions of any applicable rule, regulation or order of the commission. 
When a governing law requires the commission lo make a finding in 
regard lo any npplicuLiou, the applicant shull, in each case, have the 
burden orfurnishing whatever information, dnla, and documents may 
he required lo prove lo the commission's satisfaction that the finding 
i3 justified. (Elf. 1/13/73, Register 4-1)
Aulliorlly! AS 12.05.111 

AS 12.05.151

Article 5. Simplified Rato Filing Procedures 
for Electric Cooperatives

Suction
7011. Application and purpose 
710. Piling requirement!)
720. Supporting information 
7:10. Notice nnd effective dulo 
710. Itnlo adjustments 
750. Calculation of Tllilt

Section
7G0. Tnifjcl Tllilt dclcriiiiimlioii 
770. Limilnlioiis on use of simplified pro­

cedure
780. Application of rnlc increases 
700. Cosl-of-scrvicc tilings

428
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,1 A A C  '13.700 C o m m e r c e  a m > E c o n . Uuv. 3 A A C  <10.730

3 A A C  '10.700. A P P L I C A T I O N  A N D  P U R P O S E .  (a) Tlio pur- 

j ioho ol 3 A A C  40.700 —  3 A A C  40.700 is to iiiipluincnL AS 

42.00..'101(c) and lo establish simplified, expedited liliiij; and rale ad­

justment procedures for those nonprolil electric cooperatives orga­

nized under AS 10.25 rind rĉ iilntod hy tho commission.

(h) If allowed or reipiircd hy 3 A A C  40.740, un electric cooperative 

organized under AS 10.20 moy adjust rales uo moro than quarterly 

based ou the (iliii(j requirements and other conditions set out in 3 

A A C  48.710 —  3 A A b 48.700. (Elf. 1/1/07, Register 100)

Aulliorlly! AS 'I2.0G.MI A S -I2.0li.4lt
AS 42.05.151 AS 42.05.421 .
AS 42.05.081 AS 42.05.451

3 A A C  48.710. FILING R E Q U I P  ISM ICNTS. (a) A rate adjust, 

iiieiil lilini; under .7 A A C  40.700 —  3 A A C  40.700 la go veined hy 3 

A A C  48.2-10 and 3 A A C  48.270.

(h) A cooperative that adjusts its rates under the authority of 3 

A A C  48.700 —  3 A A C  48.700 shall then Ii Ic all of the informal ion 

required hy 3 A A C  40.720 for whichever period is elected, quarterly or 

semi-annual, whether or not n change in rates is requested, until 

permission lo discontinue the filing is granted hy the commission or 

(he cooperative submits a filing in accordance with AS 42.05.411 and 

3 A A C  48.2/^T A cooperative that files the information required hy 3 

A A C  48.720 for each quarterly period shall lilo that inliiruml.inn 

within (il) days alter the cud of each quarter, nud a cooperative that 

liles I he information required hy 3 A A C  48.720 for each semi-annual 

period shall file Lliut information within 80 days after the end of the 

semi-annual period. (Elf. 1/1/87, Register 100)

Aulliorlly! AS 42.05.141 AS 42.05.411
AS 42.05.151 AS 42.05.421
AS 42.U5.581 AS 42.U5.451

3 A A C  48.720. S U P P O R T I N G 1 I N F O R M A T I O N ,  (a) In accor­

dance with 3 A A C  48.710(h), a cooperative shall lilc with the commis­

sion the following information for each quarterly or semi-annual pe­

riod:

(1) A P U C  Form 201 (Modified R E A  Form 7);

(2) a schedule and explanation of all amortized expenses;

(>')) a schedule and explanation of all pro forma and normalizing 

adjustments;

(4) a schedule nud explanation of each line item on Al’U C  Form 

201 which has increased or decreased more Hum 10 percent from the 

previous 12-munlh period;

(5) n schedule of Die calculation of (lie cooperative's Times Inler- 

e:it Earned Ratio (TIER), calculated in accordance with 3 A A C  

411.750;
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(U) a schedule showing Lite rnlio of residential clusa kilowatt-hour 

jwiIch to total ItilownLL-lmitr anion for the cun out 12-nioulh pci icid 

nud llio ratio that existed when lliu cooperative hint filed ii cosl-of- 

service study;

(7) if appropriate, n schedule showing lliu ratio or retail kilowatt- 

hour sales ns n percentage of total retail nud wholesale kilowatt- 

luuir sales, nud the ratio that existed when the cooperative filed its 

hint cosl-of-scrvicc study; und

(8) a copy of the cooperative's annual certified uudit, including 

any adjusting journal entries.

(Ii) II a cooperative proposes lo adjust rates in accordance with 8 

A A C  'I8.7'l(l bused on its quarterly or scnii-nnuuul filing, the coopera* 

live shall file with the commission the following nddilionui informa­

tion:

(1) tarilf sheets showing any proposed adjustments to the cooper­

ative's rnlcs;

(2) if applicable, power cost equalization updulcs, including tarilf 

sheets;

(8) a copy of the resolution of the board of directors or the coopera­

tive nulhmizing the requested increase in rates; and
(■1) n narrative description or evidence of the cooperative's actions 

taken to comply willi the notice requirements in 3 A A C  <18.730. (Elf. 

1/1/87, Hegisler 100)

•
Aull iui l t j :  AS -12.05,I II . AS 42.05/111

AS 42.05.151 AS 42.05.421
AS 42.05.381 • AS 42.05.431
‘(J?. 7 3 0

3 A A C  <^730: N O T I C E  A N D  E F F E C T I V E  DATE, (a) A  coop­

erative's rale adjustment filing under 3 A A C  -18.700 —  3 A A C  <58.790 

is governed by 3 A A C  <18.280 und will become permanent at the cud of 

the notice period described in AS 42.05.411 unless the commission 

suspends the filing in accordance with AS 42.05.421. If the commis­

sion suspends the filing, the commission will, in its discretion, allow 

the filing lo luke effect ou ail interim basis, subject lo refund.

(b) A cooperative shall provide lo its customers prior individual 

notice of the intent of its board of directors lo consider participation in 

the simplified rate filing procedure established in 3 A A C  -18.7UU —  3 

A A C  <18,790. That nolice must include, at a minimum,

(1) the purpose of 3 A A C  <18.700 —  3 A A C  <18.790 und ils possible1 

oiled on recurring electric rnlcs on a quarterly or semi-annual bu- 

sis, whichever is nppropiialc;

(2) the Liiuc and place of the board of director's meeting scheduled 

for consideration of the appropriateness and desirubility of partici­

pation in the simplified lute procedure; and
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(3) acknowledgment Hint llio major responsibility for role adjust­

ments under tho simplified procedure will resL with tho hoard of 

directors of the cooperative lullicr than with, the commission.

(c) A cooperative shall provido its customers with reasonable notice 

of any rale adjustments approved hy its bourd of directors oil her be­

fore or at the lime the rnlo adjustment takes clfecL. (Elf, 1/1/87, Itegis- 

ler 100)

A u th o r ity ! AS -I2.0G.HI AS 4205.411
AS 42.05.151 AS 42.05.421

• AS 42.05.381 AS 42.05.431

3 A A C  -18.7-10. IIATIC A D J U S T M E N T S .  If n cooperatives TIEIt 

deviates fium tlie cooperative’s Target TIEIt, the cooperative may ad­

just rnlcs in accordance with 3 A A C  -18.700 —  3 A A C  -18.700 lo achieve 

its Target TIER. If a cooperative’s TIEIt is more than live percent 

above the cooperative’s Target TIEIt, the cooperative shall reduce 

rales lo achieve its Target TIER. (Elf. 1/1/87, Register 100)

A u llio r l ly !  AS 42.05.141 AS 42.05.4I t
AS 42.115.151 AS 42.05.421
AS 42.05.381 AS 42.05.131

3 A A C  -18.750. C A L C U L A T I O N  OFTIER. A cooperative's TIER 

is calculated lor the most recent 12-monllt period, based on the inlor-

malion liled in accordance with 3 A A C  -18.720 und on the following

principles:

(1) the annualized long-term interest expense for the period must 

he used;

(2) the actual operating expenses lor the period must he normal­

ized La remove nonrecurring items and lo adjust fat' items normally 

amortized for ratemaking purposes, and may also ho normali/.ed lo 

rullecl pro Ibrmii adjustments lor known oml mensurable changes 

that nil! more than likely lo continue through tlie period in which 

the raLes will he in cllect;

(3) interest income must ho included in Hie determination of 

TIEIt lo llio extent that interest income exceeds short-term interest 

expense. (Elf. 1/1/87, Register LOO)

A u llio r lly : AS 42.05.141 AS 42.05.411
AS 42.05.151 AS 42.05.421
AS 42.05.381 AS 42.05.431

3 A A C  -18.781). T A K U K T  T I E R  D E T E R M I N A T I O N ,  (a) The

Target TIER (Times Interest Earned Italia) for a coaperntivo is llm 

TIEIt approved hy llio commission in that cooperative's last general 

ralo case or the TIER established under (h) of this section.
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8 A A C  *18.770 Ai.auka Ahmjhiohiativij Conn 8 A A C  'lli,?!)!)’

(Ii) lly petition ni‘|)imitc limn anullicr procccdiiif' under 8 A A C  

•18.7110 —  8 A A C  *18.71)0, n cooperative tuny request llml n new Taipei 

TIKIl In; eel, I mum I on consideration of llio cooperative's present equity 

levels, optimum equity lovel.i, coal ofdebt, prowth into mid rnpituli/.n- 

linii, mml|;ii|;o covonunla, llio cupi I ul crudits retirement pi of; ram of 

llm cooporalivu, mid ollmr relcvmil I'ucLara. (MU'. 1/1/07, Koplyler 100)

A iil l io i l ly t  AS *12.115.M l AS -1200.111
AS 42.110.101 AS 42.(15.121
AS 42.00.581 A S  42.00.151

8 A A C  *18.770. 1,1 IMITATIONS O N  IJSH O K  SIMPLIKIKI) 

PIIOCKPIIKK. (a) Halo adjustments allowed under 3 A A C  *18.700 —

3 A A C  <18.700 may not exceed a ctiinuliilivo 20 pcrcenl increase in any 

lluee-year period, or a cuinulalive cijjlil perecnl in any 12-moiilli 

period, cxcludini' purchased power and fuel costs rale adjustments.

lb) Kor pood canoe oliown, llio coiiiniission will, in its diacrelion, 

revoke or deny a cooperative's aulliorily to request an increase under 

llm simplified rale liiin/; procedure i.i 'fcY\AG-48r70U-="7''AAC',l8:7!)(l.

(Kll'. 1/1/87, Itcuialor 100) 3*M(L */?* 1°* - 3  Me, </t.77A

A iil l in r lly t A.'l 42 .llli.l41 A.'l 12.110.111
AS 42.00.101 AS 42.110.421
AS 42.00.581 AS 12.00.451

8 A A C  *18.780. A P P L I C A T I O N  O K  11ATI5 INCItlOASICS. A rale 

increase planted under 8 A A C  '18.700 —  8 A A C  *18.780 imisl lie ap­

plied as an across-llm-lnmrd adjiisliiicnl lo all rccurritip churpcs, ex- 

repl llm cnsloiiiur cliurpo. (Kll’. 1/1/87, Hopiulor 100)

A u llio r lly : AS 42.00.14! AS 42.00.411
AS 42.00.101 ' * AS 42.00.421
AS 42.00.381 ' AS 42.00.451
</g,770

8 A A C  •lf?.7«)0. COST-OK-SICUVIOI3 KILINUS. To ensure llml n 

caoperalive's rules properly rellccl llio cost lo serve llm various classes 

al' eusloiners, a cosl-of-scrvicc study in uccordaitcc willi 8 A A C  

*IH..r)*IO(c) —  (Ii) must lie filed iT

(1) llm rcnidcnlinl class kilowall-lmur sales as n percenlai'e or 

lolul kilowall-lmur sales, oil nn annual liasis, clmnpcs hy more limn 

5 percent iiimi llm percenlityu llml existed when llm coaporalivc 

Iasi tiled a cesl-of-scrvice study; or

(2) llm retail kilowall-lmur sales as a pcrccnla|;c of Lolul retail 

and wholesale kilownll liuur sales, on on uitnuai basis, clmn/;es hy 

mere limn G pcrcenl from llio pcrccnlnpc lliat existed when llm 

cooperative Iasi liled u cosl-ol-scrvico study; or
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(3) llio cnoportiLlvo liles n rulo cttso complyiti(; with llio require-

iiiouls III' AS •I2.U5.-111 anil 3 A A C  *10.276. und il’3 A A C  •10.610(h ) nr

(It) iui|iiiica llml i:oii|icrulivo lo lilo a cosl-or-sorvicu ultuly.

(ICIC. 1/1/07, llegistcr 100)

Aullioiilyt A3 1205.111 AH <t2.05.4ll
AS 42.U9.lfil AS 42.0S.42I
AS 42.0Q.3Qt AS 42.05.401

Arliclo 0. Miscellaneous Provisions

Section Section
UtlO. (lencinl administrative provisions Oil). Dclrpntlnn of nollimlly
BUS. Wuiven U20. Dulioiliuns

3 A A C  48.81)0. CICNICUAL A D M I N I S T R A T I V E  l’ICOVI­

SIONS. (n) liucli ttlilily nail plpclino carrier liaa llio continuing re- 

sponsiliilily lo conliirni llio language of ils tariff willi llio iliilliiil.imts 

in 3 A A C  48 uml 3 A A C  52. A ilellniliim llml ia mil substantially I lie 

same imisl bo revised by meana or tut’ npprnpriulo tnrilf tiling.

lit) Delinilioiis contained in 3 A A C  52.080, 3 A A C  52.1.50 anil 3 

A A C  52.340 also apply lo llio denned words aa llicy aro used in 3 A A C  

48.010 —  3 A A C  40.820. (Ell-. 1/13/73, Ilegisler 44; a m  0/20/IM, IC.rjjis- 

ler ‘JO)

Authority: AS 42.05.141 AS 42.tlG.t4l)(n)
AS 42.05.161 AS 42.0G.3Qt)

3 A A C  48.805. W A I V E  IIS. (a) Except for lliosc llml are also re­

quired under AS 42.05, any requirement in 3 A A C  48 may in: intidilied 

or wnived, in whole or in part, hy order of llio commission upon iqqdi- 

cnliim and a allowing of good cause or on llie commission's own mil­

lion.

(I>) Application for waiver umler lhis section must he in writing and 

musl scl out I lie pertinent fuels in sulilcicul detail lo support a iinding 

hy the commission llml no legilinmlc public inlorcst will be served by 

enforcing llio rcquiremcnl designalcd in the application. An npplien- 

lion under Ihis section may bo nmdo lo llio commission by motion, 

petition, or, wlicro appropriate, by a lurill’ advice letter.

(e) If luodilicaliun of a requirement in 3 A A C  48 ciumol be griinled 

without nlsn exempting llic applicant from a provision of AS 42.05, 

lliu application lor Ilia niodiiicalioii or waiver must include applica­

tion lor exemption from Llio provision of AS 42.05.

(d) The commission will grunt or deny tin application, in whole or in

pint. Thu commission's decision will ho announced ity tinier nr in a

leller written "Hy Direction of llm Commission." (Dll', (j/2!)/l!4, llegis- 

ler !)())
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(b )  E x c e p t  a s  o t h e r w i s e  p r o v i d e d  i n  t h i s  s u b s e c t i o n ,  p u b l i c  

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

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

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

by p o l i t i c a l  s u b d i v i s i o n s  o f  t h e  s t a t e ,  a r e  ex em pt f ro m  t h i s  

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

H o w ever ,

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

t o  b e  s u b j e c t  t o  t h i s  c h a p t e r  and may e l e c t  t o  r e v o k e  a p r e v i o u s  

e l e c t i o n  t o  b e  s u b j e c t  t o  t h i s  c h a p t e r ; and

(2 )  a u t i l i t y  o r  e l e c t r i c  o p e r a t i n g  e n t i t y  t h a t  i s  owned and 

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

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

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

owned and  o p e r a t e d  b y  t h e  p o l i t i c a l  s u b d i v i s i o n  i s  a l s o  s u b j e c t  

t o  t h i s  c h a p t e r ;  when t h e  d i r e c t  c o m p e t i t i o n  en d s  t h e  g o v e r n in g  

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

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

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

42.05.711 (b) is amended to road:

-65-



APPENDIX  C

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 
ALASKA PUBLIC UTILITIES COMMISSION 

SUMMA R Y  OF APPROPRIATIONS AND EXPENDITURES 
For Fiscal Years 1988 a n d 1989 

(UNAUDITED)

A P P E N D I X

;

1988
1988 Expenses and 1989

Category__________  Authorized Encumbrances Authorized

Personal Services $2,113,600 $2,103,406 $2,113,600

Travel 28,660 27,423 57,100 2/

Other Services 1,592,330!/ 1 , 2 2 4 , 3 4 6 V 1,688,500 V

Supplies 21,000 20,800 22,000

Capital Outlay 3,910 3,910. 2,900

Total $3,759,500 $3,379,885 $3,884,100

Note: The information included in this summary was obtained 
from APUC records and the state accounting system. 
This information has not be^n audited by us and, 
accordingly, we express no opinion on it.

C ommis s i o n  F o o t n o t e s :

1/ The "Other Services"' category- is- predominantl y funded
through p r o g r a m  receipts w h i c h  can only be expend ed for 
case related activities w h i c h  are reimbursable by cost 
allocations. The difference b e t w e e n  the 1988 a u t h o r i z a­
tion and expen diture in this category is because of a 
lapse in p r o g r a m  receipts funds w h i c h  were not r e q u i r e d  
for case related expenses.

2/ Since FY1982, "Travel" and "Other Services" budget a u t h o r i­
zations have been funded by both the General Fund and p r o g r a m  
receipts; F o r  FY1989, the funding ratio is $27,100 G e n eral 
Fund to $30,000 p r o g r a m  receipt s for the "Travel" category 
and $473,500 Gen eral F u n d  to $1,215,000 p r ogram receipts 
for the "Other Services" category.
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3/6/89

M r .  P r e s i d e n t :

L&C C o m m i t t e e  c o n s i d e r e d  CSHB 75 (JUD)

c o n s t r u c t i o n  c ontrac tor l i c e n s i n g  requirements; efd

a n d  r e c o m m e n d e d

[  ]  r e p l a c e  w i t h  ______
[  ]  o r  a d o p t  _______________

C S
C S -

[  ]  a t t a c h e d  a m e n d m e n t ( s )  a n d

[  ]  __________________________________ l e t t e r  o f  i n t e n t  a d o p t e d

p a s s  

]  d o  n o t  p a s s  

]  n o  r e c o m m e n d a t i o n  

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

]  f u r t h e r  r e f e r r a l  t o  _____________________________________________________

) [ ]  s a m e  t i t l e  
’ ) [  ]  n e w  t i t l e  

[ ]  t e c h n i c a l  
t i t l e  c h a n g e  
( H B  o n l y )

F I S C A L  N O T E ( S )  [  ]  z e r o  [  ]  f i s c a l  i m p a c t  [  ]  a p p r o p r i a t i o n  n o  FN
[  ]  n e w  [  ]  u p d a t e d  [  ]  p r e v i o u s
[ (l̂ " s a m e  a s  p r e v i o u s  f i s c a l  n o t e ( s )  p u b l i s h e d ____________________________________________

O T H E R  R E C O M M E N D A T I O N S
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FROM

Randall Burns, Director 
D i v ision of O c c u p a t i o n a l  Licensing 
D epartment of Commerce and EconoifilrcNO 

Development

:;uhject

E l i z abeth  J. Kerttula 
Assistant A t t orney General 
Commer cial Sec ti o n - J u n e a u

S t a t e  o f  A l a s k a
D epa rtm en t of Law

oate Februa ry 15, 1989

tel no A65-3600

HB 75 ("An Act relating 
to constr u c t i o n  
contra ctor licensing 
requirements and 
exemptions; and providing 
for an ef fective date.")

During the House Labor and C ommerce m e eting last week, 
there were three questions co nce r n i n g  this bill. I have 
resear c h e d  the issues and my analysis follows.

1. SECTION ONE OF HB-75 IS CONSTITUTIONAL.

The first q u e s t i o n  that was asked was w h e t h e r  section 1 
of the bill was constitutional. AS 08.18.101 (1) (B) as w r i t t e n  
in the bill presents no problem, but since AS 08.18.101 (1) (A) 
distingui shes b e t w e e n  contract ors who have  insurance from 
companies who are a d m i t t e d  to do busin ess in Alaska, and 
contractors w h o  do not, this raises a q u e s t i o n  w h e t h e r  there 
might be an equal pr otec t i o n  issue under the 14th A m e n dment of 
the U.S. Constitution, or und er Art. I, §1 of the A l a s k a  
Constitution.

I do not find an u n c o n s t i t u t i o n a l  d i s c r i m i n a t o r y  effect
in HB-75.

Since there is no d i s c r i m i n a t i o n  b e t w e e n  residents and 
non-residents, I do not think that equal p r o t e c t i o n  is v i o l a t e d  
as far as contractors are concerned. The r e q u i r e m e n t  applies to 
both r e s ident and n o n - r e s i d e n t  co ntractors alike.

Ne i t h e r  is there d i s c r i m i n a t i o n  a g ainst insurance 
companies, since any company, r e s i d e n t  or non-resident, can 
become "admitted" to do bu siness in Alaska. Therefore, HB-75 is 
not r e q u i r i n g  the p u r c h a s e  of insurance f r o m  r e s ident insurance 
companies only. A l t h o u g h  the bill requires that the insurance 
company be a d m i tted to do business in Alaska, this is a fairly 
minimal, and legitimate, requirement.

If HB-75 r e q u ired that contractors p u r c h a s e  i nsurance 
from only resident companies, or if it r e q u i r e d  r e s i d e n c y  as a 
p r ere quisite to obtain a c o ntracto r's license, then there m i g h t  
be a v i o l a t i o n  of equal protection. Since HB-75 does not, there 
is no problem.

ayoo2
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Even if a court were to analyze this section under
equal protection, the section w o u l d  meet constituti onal muster. 
For purposes of clarification, I have included the following 
three-step analysis. S e e , A l a s k a  Pacific A s s u ran ce Co. v. 
B r o w n , , 687 P . 2d 264, 269 (Alaska 1984) (helpful exp lan a t i o n  of 
equal protecti on a nalysis in Alaska).

A. What is the weight of the c o n s t itutio nal interest 
impaired? D e p e nding on the primacy of the interest involved the 
state will have a lesser or g r e at er b ur den in justif ying its 
legislation.

The interests involved here are economic. Contractors 
m a y  have to pay more to get p r o p e r  coverage, and insurance
companies will have to be r e g i s t e r e d  in A l a s k a  to be "valid"
under the proposed licensing r e q u i r e m e n t  in HB-75. T h e s e  economic
concerns are not ve ry weighty. S e e , L y n d e n  Transport, Inc. v; 
State, 532 P . 2d 700, 707 (Alaska 1975) . Thus, there is a lesser 
bu r d e n  on the state in j u s t i f y i n g  the legislation. z  .

B. What purpose does the statut e serve? D e p e n d i n g  u p o n  the 
level of review, the state m a y  be r e q u i r e d  to show purposes w h i c h  
at the low end of the scale are simply "legi t i m a t e  ob jectives" 
all the w a y  to a " c o m p e l l i n g  state interest" at the u p p e r  end.

Since this is an economic  regulation, we h a v e  a lower level 
of review, and p r o b a b l y  all the state w i l l  have to meet is a 
"legitimate objective". Id. T h e r e  can be a n u m b e r  of reasons 
for the legislation, and since w e  are at a low level of r e v i e w  
the fact that w e  h a v e  one v a l i d  reason s h ou ld suffice.
Ai d i n g  injure d w o r k e r s  t h rou gh r e q u iring p r o p e r  workers
c o m p e n s a t i o n  cover age is a proper purpose.

C. What is the state's interest in the p artic u l a r  means 
e m p loyed to further its goals? The state's b u r d e n  differs in 
ac c o r d a n c e  w i t h  the d e t e r m i n a t i o n  of the level of scrutiny u nder 
"A", and goes f r o m  a " s u b s t a n t i a l  r e l a t i o n s h i p  b e t w e e n  the means 
and ends" to a m u c h  c l oser fit.

Here we have the lowest scrutiny, so the state w o u l d  
only have to s h o w  that there is a "subst a n t i a l  relation ship 
be t w e e n  the m e a n s  and the ends" of this statu t o r y  requirement. 
The fit does not have to be a b s o l u t e l y  perfect.

The main goal of H B-75 is to p r o v i d e  proper
c o m p e n s a t i o n  to injured workers. By r e q u i r i n g  a c o n t r a c t o r  to
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buy insurance from a company r e g i s t e r e d  to do business in Alaska 
we assure that we have a m e t h o d  to m o n i t o r  the type of coverage a 
contract or has. W i t h o u t  this type cf r equir e m e n t  the Department 
of Labor has not been able to e f f e c t i v e l y  enforce the state's
workers compen s a t i o n  laws because there is no w a y  to m o nitor who 
has proper coverage and who does not.

Under m y  initial analysis, s e c t i o n  one of the bill 
passes c o n s tituti onal muster. Key to this is the fact that any 
company can be "admitted to do busin ess" in Alaska, and that does 
not n e c e s s a r i l y  m e a n  that they have to be r e s ident corporations.

2. WE CAN E XEMPT SOLE PROPRI E T O R S  TO C L A R I F Y  T H A T  T HE L E G I S L A T I O N  
DOES NOT A P P L Y  TO THEM.

The second q u e s t i o n  was w h e t h e r  this legi sl a t i o n
a p plied to sole proprietors.

I do not think it does, but to be safe we can easilyr 
include a p r o v i s i o n  exe mpting sole p r o p r i e t o r s  (and partners). 
Since sole p roprietor s and partners can c u r r e n t l y  opt into the 
workers  c o m p e n s a t i o n  p r o g r a m  if an insurer w i l l  accept them, 
u nder AS 23.30.239, people who chose this o p t i o n  should r e m ain 
w i t h i n  the ambit of the bill. S e ction 2 of HB-75, dealing w i t h  
liability, w o u l d  still apply to sole proprietors.

I suggest r e - d r a f t i n g  the b i l l  to include a section "a"
after the words " INSURANCE REQUIR ED" at line 11, and then adding
a section "b" after line 27, to state:

(b) S e c t i o n  a (1) does n o t  apply to sole 
propri e t o r s  or partners who do not elect 
u n d e r  AS 23.30.239 to u t i l i z e  w o rke rs 
c o m p e n s a t i o n  coverage as an employee.

This w i l l  c l a r i f y  that sole p r o p r i e t o r s  (and partners) 
who are not in the w o r k e r s  c o m p e n s a t i o n  p r o g r a m  are not r e q u i r e d  
to prove that they have w o r k e r s  c o m p e n s a t i o n  coverage before 
being g r a n t e d  a contract or's license.

3. W E  C A N N O T  R E Q U I R E  F E D E R A L  C O N T R A C T O R S  TO HAVE STATE 
CONTRAC TOR'S LICENSES.

The final q u e s t i o n  was w h e t h e r  we can repeal AS 
08.18.161(7).

This section c u r r e n t l y  exempts contr a c t o r s  on federal 
projects from b e i n g  r e q u i r e d  to ob tain an A l a s k a n  contractor's 
l i c e n s e .
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A fter research I conclude that we cannot require that 
federal contractors obtain a state license.

As a sovereign, the U.S. government controls federal
territory, It also controls its own employees and has
j u r i s d i c t i o n  over them both. States have no j u risdict ion over
the g o v e r n m e n t  itself, or the governments' employees, unless 
there is a specific grant of authority from the U.S. government 
to the states.

A l t h o u g h  private contractors are not g overnment 
employees in the same sense as employees such as postal workers, 
u n d e r  10 U.S.C.A. § 2305, the federal g overnmen t has pre empted 
any state c on tracting license requireme nts that conflict wa.th its 
own requir e m e n t s  concerning private  federal contractors.

In Leslie Miller, Inc. v. A r k a n s a s , 352 U.S. 187
(1956); the U.S. Supreme Court faced the ixact q u e s t i o n  of 
w h e t h e r  state licensing requ ir e m e n t s  a p p lie d to fedd-ral 
contractors. The Court h e l d  that " S ubjecting a federal 
contr a c t o r  to the Arkansas  contract or license require ments w o u l d  
give the State's licensing b o a r d  a v i r t u a l  power of r e v i e w  over 
the federal d e t e r m i n a t i o n  of " r esponsibi lity" and w o u l d  thus 
frustrate the e x p r ess ed federal p o l i c y  of selecting the lowest 
r e s p o n s i b l e  bidder." M i l l e r  at 190.

The court a n a l y z e d  the federal deter mination of 
"r e s p o n s i b i l i t y "  as including contractors who w-^re economically 
sound, had experien ce an d were g e n e ral ly qualified. Arkansas' s 
licensi ng requi r e m e n t  was similar (as is Alaska's).

The court r elie d on J o h n s o n  v. M a r y l a n d , 254 U.S. 51, 
57 (1920), in reaching their conclusion, and noted that the
f ollowing r a t i onale was applicable:

It seems to us that the immunity of the
instruments of the U n i t e d  States from state 
control in the p erformance of their duties extends 
to a r e q u i r e m e n t  that they desist from performance 
u n t i l  they satisfy a state officer upon 
e x a m i n a t i o n  that they are compe tent for a
n e c e s s a r y  part of them and pay a fee for 
p e r m i s s i o n  to go on. Such a r equirement  does not 
m e r e l y  touch the G overnment  servants remote ly by a 
g e ner al rule of conduct; it lays ho ld of them in 
their specific attempt to o b e y  orders and requires 
qualifica tions in addition  to those that the
Govern m e n t  has p ronoun ced sufficient. It is the
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duty of the Depa rtment to empl oy persons competent 
for their w o r k  and that duty it must be presumed 
has been  performed.

If the state requires federal contra c t o r s  to prove that 
they have worke rs compen s a t i o n  and liability insurance (and other 
requirements) we will be in conflict w i t h  the federal law
r e g u l a t i n g  procurement. We too w o u l d  be "laying hold" of them by
" r e q u i r i n g  q uali f i c a t i o n s  in a d d i t i o n  to those that the
G o v e r n m e n t  has prono u n c e d  sufficient." B e c a u s e  of this, we
cannot require that federal contractors have state licenses.

I have a t t ach ed M i l l e r  v. A r k a n s a s  for your
information.

Thus, the ex emption c u r r e n t l y  in statute should not he 
r e p e a l e d  and section 2 of HB-75 should be removed. There  w o u l d  
be no a p p l i c a b i l i t y  to federal c o ntractor s even if we r e p e a l e d  
the exemption, but the e x e m ption p r o vides clarity. z  .

It is i ntere sting to note that u n d e r  40 U.S.C.A. § 290, 
federal law grants states the right to impose their (the state's) 
w o r kers c o m p e n s a t i o n  laws to federal p r o jects w i t h i n  a state's 
boundaries. B egay v. Kerr M c G e e  C o r p ., 682 F . 2 d  1311, 1319
(1982). States do not have to f o r ma lly a c k n o w l e d g e  this thr ough 
law to have this power. C a p e t o l a  v. B a r clay W h i t e  C o . , 139 F.2d 
556 (1943), c e r t . d e n . , 321 U.S. 799 (1944). However, b e c a u s e  of 
so v e r e i g n  i m m uni ty and federal jurisdiction, states do n o t  have 
the p o w e r  to enforce their w o rker s c o m p e n s a t i o n  laws a g ainst the
federal g o v e r n m e n t  itself. Roelofs v. U . S . , 501 F . 2 d  556 (1974),
r e h e a r i n g  d e n . , 511 F . 2 d  1402, cert, d e n . , 423 U.S. 830 (1975).

4. C O N C L U S I O N

I see no consti t u t i o n a l  p r o b l e m  w i t h  r e q u i r i n g  
c ontractors  to get their insurance from companies a d m i t t e d  to do 
bu s in ess in Alaska. We are not d i s c r i m i n a t i n g  against 
nonreside nts, and even under an equal p r o t e c t i o n  analysis this 
section of the bill is valid.

I t hin k that sole p r o p r i e t o r s  w o u l d  be e x c l u d e d  from 
the w o r k e r s  c o m p e n s a t i o n  requir e m e n t s  in the bill as drafted, but 
to be p o s iti ve I have made suggestions to c l a r i f y  that they are 
e x c l u d e d  from this, but not the liability, r equirement. T h e y  are 
e x c l u d e d  unless they opt to take part in the w o r k e r s  c o m p e n s a t i o n
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p r o g r a m  (if they can get an insurance company to accept them) as 
is their present option.

Finally, since we cannot require federal contractors to 
have a state license, I have suggested deleting section 2 of the 
bill.

I hope you find this helpful. If I can be of further 
assist ance please do not hesitate to ask.

EJK:j f

cc: R e p r e s e n t a t i v e  Peter Goll
Re p r e s e n t a t i v e  M a x  Gruenberg 
R e p r e s e n t a t i v e  A n n  Spohnholz 
R e p r e s e n t a t i v e  Dave Donley
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LESLIE MILLER. INC.. v. ARKANSAS.
APPEAL FROM THE SUPREME COURT OF ARKANSAS.

No. 31. Argued December 5-6, 1950— Decided December 17, 1950

•Section .5 of the Armed Services Procurement Act of 1947 provides 
that awards on advertised bids "shall be made . . .  to that re-pon- 
-ible ladder whose bid. conforming to the invitation for bids, will 
be most idvantageous to the Government, price and other factors 
considered . . . "  Appellant was awarded a contract under this 
-oc'ioii and commenced construction of facilities at an Air Force 
ba.-e in Arkansas over which the I'nited States hud not acquired 
lurisdiction pursuant to 54 Stat. 19, 40 I". S. C. §255. Appellant 
was convicted under Ark. Stat., 1947, §§71-701 through 71-721, 
for -ubmiitine a bid, executing a contract, and commencing work 
as a contractor in the State of Arkansas without having obtained 
a license for such activities from the State Contractors Licensing 
Board. Held: The state statute is in conflict with the federal 
statute and the regulations thereunder, and the state stntute can­
not constitutionally be applied to appellant. Johnson v. Mary­
land. 254 U. 3, 51. Pp. 187-190.

225 Ark. 285, 281 S. W. 2d 946, reversed and remanded.

Leffel Gentry argued the cause and filed a brief for 
appellant.

By special leave of Court. John F. Davis argued the 
cause for the United State-, as amicus curiae, urging 
reversal. On the brief wen- Solicitor General Rankin, 
Assistant Attorney General Doub and Melvin Richter.

William J. Smith argued the cause for appellee. With 
him on the brief were Tom Gentry, Attorney General 
of Arkansas, and Thorp Thomas, Assistant Attorney 
General.

P e r  C u r i a m .
Appellant submitted a bid in May 1954 for construc­

tion of facilities a t an Air Force Base in Arkansas over
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which the United States had not acquired jurisdiction 
pursuant to 54 Stat. 19. 40 U. S. C. •? 255. The United 
States accepted appellant's bid. and in June appellant 
began work on the project. In September, the State of 
Arkansas filed an information accusing appellant of viola­
tion of Ark. Stat.. 1947. Ss 71-701 through 71-721. for 
submitting a bid. executing a contract, and commencing 
work as a contractor in the State of Arkansas without 
having obtained a license under Arkansas law for such 
activity from its Contractors Licensing Board. The case 
was tried on stipulated facts. Appellant was found guilty 
and fined. The trial court's judgment was affirmed by 
the Arkansas Supreme Court. 225 Ark. 285. 281 S. W. 2d 
940. and the case came here on appeal. 351 U. S. 948. 
Appellant and the United States as amicus curiae contend 
that the application of the Arkansas s ta tu te  to this con­
tractor interferes with the Federal Government’s power 
to select contractors and schedule construction and 
is in conflict with the federal law regulating procurement.

Congress provided in S 3 of the Armed Services Procure­
ment Act of 1947. 62 Stat. 21. 23. 41 U. S. C. § 152, tha t 
awards on advertised bids ‘‘shall be made . . .  to tha t 
responsible bidder whose bid. conforming to the invitation 
for bids, will be most advantage.us to the Government, 
price and other factors considi red . . . ." The report 
from the Committee on Armed services of the House of 
Representatives indicated some of the factors to be con­
sidered: “The question whether a particular bidder is a 
‘responsible bidder' requires sound business judgment, 
and involves an evaluation of the bidder's experience, 
facilities, technical organization, reputation, financial 
resources, and other factors.” H. R. Rep. Xo. 109. 80th 
Cong., 1st Sess. 18; see S. Rep. Xo. 571. 80th Cong.. 1st 
Sess. 16. The Armed Services Procurement Regulations.


