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equities and other negotiable securities to management through the Emerging Alaskan 
Money Manager's Program.

6, Nothing contained in this legislation shall preclude any affected agency from placing 
additional funds with a participant in the Emerging Money Manager Program via the 
utilization of that agency's other investment procedures and criteria.
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Senator Tim Kelly, Chair
Senator Steve Rieger, Vice Chair 
Senator Bert Sharp 
Senator Judy Salo 
Senator Georgianna Lincoln

SECTIONAL ANALYSIS FOR SB 212: "BUY ALASKA BILL"

Section 1: Findings, Purpose, and Intent.

Section 2: Amends AS 36.30.130, Public Notice ot Invitation to Bid,
to encourage procurement officers to restrict notice of contract 
solicitation to Alaskan suppliers and pros pers of services desiring to 
compete for state contract work, unless specifically requested by an out- 
of-state contractor. (This practice already in DOT/PF.)

Section 3: Amends AS 36.30.540, Procurements Report to the
Legislature, to require that the commissioner’s report on procurement to 
the legislature- include the number of bidders located in the State and out- 
of-state that bid or made proposals on procurements. This will allow 
the legislature to track the success of the orocurement reforms. This 
section also would require annual instead of biennially reports.

Section 4: Amends AS 36.30.540 to require State agencies subject
to the State policy on procurement for investment services (Section 9) to 
submit a report to the legislature by January 15 of each year reporting on 
its progress in implementing the policy.

Sections 5. 6. and 7: Amends AS 36.30.850(b)(13), (15), and (16),
Exemptions to the Procurement Code, to subject the following 
procurements to both the reporting requirements in Section 4 and the 
State Policy on Procurement for Investment Services in Section 9:
1) Purchases of income producing assets for the State treasury cr a public 
corporation of the Slate; 2) A contract that is a delegation of investment 
powers held by the commissioner of revenue; and 3) A contract that is a 
delegation of investment powers or fiduciary duties of the Board of 
Trustees of the Alaska Permanent Fund Corporation.

Section 8: Amends AS 36.30.850(b) to exempt from the procurement
code contracts to be performed outside the country which require 
knowledge of the local customs and laws. (This is a technical amendment 
added last year at the request of the Administration.)
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Section 9: Adds a new section, 36.30.895: State Policy for
Procurement of Investment Services. This new provision clearly 
establishes that it is the State's policy to increase its utilization of 
brokerage and investment services provided by persons located in the 
State for investment and brokerage procurements, while leaving it up to 
the affected agency or public corporation to implement.

Section 10: Repeals and re-enacts AS 44.99.200, Production of
Publications, to replace the requirement that State publications be 
produced at State-operated facilities with a requirement that State 
publications be produced at a private sector facility located in the State 
when practicable. In addition, it mandates that standards for the 
production of publications be established by the Department of 
Administration.

Section 11: Amends AS 44.99.210, Disclosures on Publication, to
conform to Section 10.

Section 12: Repeals AS 44.99.230, Standards for State Publications.
This provision was amended into 44.99.200 (Section 10).

Section 13: Establishes an Innovative Construction Procurement
Methods Pilot Program within the DOT/PF for a period of two years. This 
program will allow the department, through regulation, to use bonuses to 
replace the current preferences required under AS 36.30.

The commissioner must first determine in writing that using the 
innovative methods is in the best interests of the state, not contrary to 
the intent and purposes of the current preference system, and describe 
how the innovative methods modify the procurement procedures of 36.30. 
The commissioner shall make two reports to the legislature on the 
construction contracts awarded under the pilot program 15 and 27 months 
after it begins.

Section 14: Establishes that report requirements under Section 10 of
this act apply to reports due after the effective date of this act.

Section 15: Establishes that the first report under Section 4 of this
act is due January 15, 1995.
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MEMORANDUM/FAX TRANSMITTAL

TO: All Senators and Representatives

FROM: Senator Tim Kelly, Chair
Senate Labor & Commerce Committee 
Senate Economic Task Force

DATE: November 16, 1993

RE: November 17th Senate Economic Task Force/Senate
Labor and Commerce Committee Hearing on SB 212,
"Buy Alaska" legislation.

Chair
S e n a to r  T im  K elly
Chairman, Senate Labor and Commerce Committee
Vice-Chair
S e n a to r  B e r t  S h a rp
Chairman, Senate Transportation Committee
Member
S e n a to r  R ick  H a lfo rd
Senate President 
Member
S e n a to r  G eo rg e  J a c k o
Chairman, Senate Rules ,
Committee
Member
S e n a to r  R ob in  T a y lo r
Chairman, JudiciaryCommittee - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Membcr
S e n a to r  F re d  z h a r o r f  j ^ e  Senate Labor & Commerce Committee will be holding a jo intSenate District C  , . ,  .
w , hearing with the Senate Economic Task Force teleconferenced
Member
S e n a to r  S u zan n e  L itt le  statewide on November 17th at 1:00 p.m. chaired in Anchorage. 
Senate D is tr ic t D Testimony will be taken on Senate Bill 212, the "Buy Alaska" bill.

This legislation aims to increase the share of State purchases of goods and 
services going to Alaskans. For your reference I've attached:

* An overview and sectional analysis

* Proposal submitted on "Emerging Alaskan Money Manager's Program"

* "Discussion Bullets" for a Bonus System

Notices have been sent to 1,500 Alaskan businesses that have done or attempted 
to do business with the State. This should be an informative and constructive 
meeting, and your attendance would be greatly appreciated. Please let my staff, 
Josh Fink, know if you will be able to attend.

Thank you. I hope to see you there.
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"An Act relating to publications produced by state agencies and to the procurement of property, 
property interests, and services by state agencies."
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CS FOR SENATE BILL NO. 212(L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION 

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE LABOR AND COMMERCE COMMITTEE BY REQUEST OF THE SENATE
ECONOMIC TASK FORCE

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the giving of procurement notices; changing the content of 

the required procurement reports to the legislature by the commissioner of 

administration; relating to publications produced by state agencies; establishing an 

innovative construction procurement methods pilot program; and establishing 

legislative findings, a legislative purpose, and legislative intent for state 

procurement; and providing for an effective date."

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

* Section 1. FINDINGS, PURPOSE, AND INTENT, (a) The legislature finds that

(1) the state needs to develop and maintain a strong, stable, and prosperous 

economy based on private investment;

(2) the existence of a strong and healthy free enterprise system is directly 

related to the well-being and competitive strength of Alaskan businesses and to the opportunity 

for Alaskan businesses to have free entry into the business market and to grow and expand;

•I-  CSSB 212(L&C)
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(3) the use of products manufactured, grown, or produced in Alaska

strengthens, stabilizes, and diversifies Alaska’s economy;

(4) when governmental agencies purchase and use out-of-state products and 

services, they reduce job-creating investments and limit the growth of the economy of Alaska;

(5) contracts are frequendy awarded to out-of-state firms, even though Alaskan 

suppliers, manufacturers, and providers of services are more accessible and responsive to the 

needs of Alaska’s business community than their out-of-state counterpans;

(6) there is a need for Alaska to examine its purchasing practices in order to

ensure that state agencies support Alaskan businesses by making every reasonable effon to

identify available Alaskan goods and services and to foster bidding l̂ b c a ^usinesses and 

labor forces;

(7) state agencies should look outside Alaska for goods and services only if 

they have provided notice of the procurement in Alaska.

(b) The legislature declares that the purpose of this Act is to foster a procurement 

process where Alaskan businesses obtain a fair proportion of Alaska’s total procurement 

contracts by providing Alaskan businesses with a fair, equitable, and competitive bid process.

(c) It is the intent of the legislature that

(1) except as prohibited under AS 36.30.320(d), a state agency shall, when 

practicable and economically feasible, design procurements in a way that fosters participation 

by Alaska bidders or offerors;

(2) except as prohibited under AS 36.30.320(d), and unless it is anticipated that 

two or more Alaska bidders or offerors would be capable of performing the procurement, an 

agency that is proposing a procurement shall, when practicable and economically feasible, 

divide or otherwise structure the procurement so that it can be performed by Alaska bidders 

or offerors, if the proposed procurement is too large to be performed by Alaska bidders or 

offerors, and if the procurement officer determines that Alaska bidders or offerors generally 

would be capable of performing the procurement if the procurement were reduced in size or 

otherwise restructured; in this paragraph, "Alaska bidders or offerors" means persons who 

qualify as Alaska bidders under AS 36.30.170(b).

* Sec. 2. AS 36.30.130(a) is amended to read:

(a) The procurement officer shall g.ve adequate public notice of the invitation

WORK DRAFT WORK DRAFT WORK DRAFT
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to bid at ley f ^ j^ays before the date for the opening of bids. If a determination is 

made in writing that a shorter notice period is necessary for a particular bid, the 

21-day period may be shortened. The determination shall be made by the chief 

procurement officer for bids for supplies, services, or professional services. The 

determination shall be made by the commissioner of transportation and public facilities 

for bids for construction or acquisition of property for the state equipment fleet. 

Notice shall be published in the Alaska Administrative Journal. The time and manner 

of notice must be in accordance with regulations adopted by the commissioner of 

administration. When practicable, notice may include

(1. publication in a newspaper calculated to reach prospective bidders 

located in the state;

(2) notices posted in public places within the area where the work is 

to be performed or the material furnished; and

(3) notices mailed to all active prospective contractors on the 

appropriate list maintained under AS 36.30.050

(A) if the contractors are located in the state:

(B) upon request, if the contractors are not located in the

state.

* Sec. 3. AS 36.30.130(a) is repealed and reenacted to read;

(a) The procurement officer shall give adequate public notice of the invitation 

to bid at least 21 days before the date for the opening of bids. If a determination is 

made in writing that a shorter notice period is necessary lor a particular bid, the 

21-day period may be shortened. The determination shall be made by the chief 

procurement officer for bids for supplies, services, or professional services. The 

determination shall be made by the commissioner of transportation and public facilities 

for bids for construction or acquisition of property for the state equipment fleet. 

Notice shall be published in the Alaska Administrative Journal. The time and manner 

of notice must be in accordance with regulations adopted by the commissioner of 

administration When practicable, notice may include

(1) publication in a newspaper calculated to reach prospective bidders;

(2) notices posted in public places within the area where the work is

ORK DRAFT WORK DRAFT WORK DRAFT
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to be performed or the material furnished; and

(3) notices mailed to all active prospective contractors on the 

appropriate list maintained under AS 36.30.050.

* Sec. 4. AS 36.30.540 is amended to read:

Sec. 36.30.540. REPORT TO LEGISLATURE. Ih e  [BEGINNING WITH 

DECEMBER 1, 1989, THE] commissioner shall biennially report to the legislature 

concerning procurements by agencies. The report must include

(1) the records maintained by the commissioner under AS 36.30.510 

and the records maintained under as 36.30.520(a) for the previous two fiscal years;

(2) recommendations fcr changes in this chapter or other laws based 

on implementation of this chapter in the previous two fiscal years;

(3) a description of any matters that involved litigation conctming this 

chapter in the previous two fiscal years;

(4) a 'ist of procurements made under this chapter from out-of-state 

sources during the previous two fiscal years together with the total number of 

procurement contracts entered into during that period with out-of-state contractors and 

the total value of these contracts; this paragraph does not apply to procurements made 

under AS 36.30.320; and

(5) a list of procurements made under this chapter from state sources 

during the previous two fiscal years together with the total number of procurement 

contracts entered into during that period with state contractors and the total value of 

these contracts; this paragraph does not apply to procurements made under 

AS 36.30.320:

(6) the number of bidders and offerors that bid on or made 

proposals for procurements under this chapter, the number of these bidders and 

offerors that were located in the state, and the number of these bidders and 

offerors that were located outside the state: this paragraph does not apply to 

procurements made under AS 36.30.320.

* Sec. 5. AS 44.99.200 is repealed and reenacted to read:

Sec. 44.99.200. PRODUCTION OF PUBLICATIONS. The publications of a 

state agency shall be produced at a private sector facility located in the state when

CSSR 212(L&C)
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practicable. The Department of Administration shall establish standards for the 

production of publications by state agencies, except that the Board of Regents of the 

University of Alaska shall establish the standards for the university. The standards 

shall be designed to promote simplicity, low cost, and consistency.

* Sec. 6. AS 44.99.210 is amended to read:

Sec. 44.99.210. DISCLOSURES ON PUBLICATION. If [A PUBLICATION 

OF A STATE AGENCY IS EXEMPTED UNDER AS 44.99.200(a) FROM BEING 

PRODUCED AT A STATE-OPERATED FACILITY AND IF] the actual annual costs 

for a [THE] publication of a state agency that are paid from the general fund exceed 

$1,500, the publication must include a statement that gives the name of the agency 

releasing the publication, the purpose of the publication, the cost for each copy of the 

publication, and the city and state where the printing was done. The statement must 

read: "This publication was released by . . . (name of state agency) . . ., produced at

a cost of $  per copy to . . . (statement of purpose) . . ., and printed i n ..........

. (city and state where printed)." If the publication is required by law, the statement 

must also include: "This publication is required by . . .  (appropriate citation to Alaska 

law)." The statement may include, if applicable, a declaration of the revenue raised 

by the sale of the publication or from the purchase of advertising in the publication. 

The statement shall be printed in one conspicuous place in the body of the publication 

in a type size that is not smaller than eight points and shall be placed in a box 

composed of at least one point rule. In this section, "cost for each copy" means the 

figure that results after dividing the total contract cost of producing the publication by 

the number of copies produced. This section does not apply to a publication that is 

intended primarily for foreign or other out-of-state use, or to a program for a public 

ceremony of a state agency.

* Sec. 7. AS 44.99.230 is repealed.

* Sec. 8. INNOVATIVE CONSTRUCTION PROCUREMENT METHODS PILOT 

PROGRAM, (a) Within six months after the effective date of this section, the commissioner 

of transportation and public facilities shall begin a two-year pilot program for the use of 

innovative methods for the procurement of construction services by using bonuses to replace 

the preferences required under AS 36.30.

WORK DRAFT WORK DRAFT WORK DRAFT

-5- CSSB 212(L&C)
New Text Underlined [DELETED TEXT BRACKETED]



'7’v : 1 : .. ...............

WORK DRAFT WORK DRAFT WORK DRAFT

(b) Notwithstanding the provisions of AS 36.30, if the commissioner determines in 

writing that using innovative construction procurement methods for the procurement of 

construction contracts would be in the best interests of the state, the commissioner may, by 

regulation, adopt procedures different than those provided under AS 36.30 as necessary to use 

bonuses instead of preferences in the procurement of construction contracts. The 

determination must find that the innovative methods are not contrary to the intent and 

purposes of AS 36.30, demonstrate that the innovative methods are in the best interests of the 

state, and describe how the innovative methods modify the procurement methods and 

procedures of AS 36.30.

(c) Within 15 months after the pilot program begins, the commissioner shall report 

to the legislature on the construction contracts awarded during the first year of the pilot 

program. Within 27 months after the pilot program begins, the commissioner shall report to 

the legislature on the construction contracts awarded during the second year of the pilot 

program.

(d) The legislature may review the pilot program at any time during the program and 

may make the program permanent or broaden the scope of the innovative procurement 

program.

(e) In this section,

(1) "best interests of the state" means that the proposed action would provide

(A) an economic benefit to the private businesses and citizens of the

state;

(B) an economic benefit to state government; and

(C) greater administrative efficiencies than existing procedures provide;

(2) "commissioner" means the commissioner of transportation and public

facilities.

* Sec. 9. APPLICABILITY. AS 36.30.540(6), enacted by sec. 4 of this Act, applies to 

repons due after the effective date of sec. 4 of this Act.

* Sec. 10. Section 3 of this Act takes effect on the date that is four years after the effective 

date of sec. 2 of this Act.
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OFFERED IN THE SENATE 

TO: CSSB 212(L&C)

BY SENATOR PEARCE

Page 5, line 10, following ’'$1,500,":

Insert "or if the actuai annual costs of a state agency publication that is a report 

required bv law are paid from a source other than the general fund and exceed $1.500,"

SENATE FINANCE 
COMMITTEE 

Amendment Number:, 
Bill Numhflin ^
Sponsor
Logged In By:__

Date:_

Page 5, line 25, following "agency":

Insert ", or to materials used bv a state agency to welop a market for the 

agency’s services or products"

Page 5, line 24, following "use,": 

Delete "or"

Insert "[OR]"
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OFFERED IN THE HOUSE BY REPRESENTATIVE GREEN

TO: CSSB 212(FIN) am

Page 2, line 29, following "AS 36.30.170(b)":

In s e r ta n d

(3) state agencies diat procure investment and brokerage services 

increase the utilization of brokerage and investment services provided by persons 

located in the state; in this paragraph, "state agency" includes the University of 

Alaska, the Alaska Railroad Corporation, the Alaska Housing Finance Corporation, 

the Alaska Aerospace Development Corporation, the Alaska State Pension Investment 

Board, and the Alaska permanent fund established under AS 37.13.010, but does not 

include the state trustees or federal trustees under AS 37.14.450"

A M E N D M E N T

-1-



SPONSOR STATEMENT

CS SB 212fFIN): "BTJY ALASKA" LEGISLATION

State government is one o f the largest purchasers o f goods and services in 
the Alaskan economy, purchasing everything from  road design and 
construction sendees to copy machines and paper and pencils. The use o f 
services and products provided by Alaskan businesses stabilizes and 
diversifies Alaska’s economy.
SB 212 aims to help strengthen Alaska's economy by increasing the share of 
State government's contracts for goods and services going to Alaskan 
businesses.
Specifically, this legislation would establish an Innovative Construction 
Procurement Methods Pilot Program within the DOT/PF fo r a period o f 
two years to implement an Alaska Bonus Program to replace the current 
preferences.
Current incentives include the Alaskan Bidders Preference, Alaska 
Subcontracting, Disadvantage Business Enterprises/Equal Employment 
Opportunity programs, and Alaska Products Preference, and the Alaska 
Hire Program. The latter two are largely unworkable and consequently 
underutilized or not utilized at all. A llowing the DOT/PF to test on a trial 
basis a bonus system which provides bonuses at project completion and 
encourages the same policy goals would be more economically beneficial 
fo r vendors, reduce administrative costs and bid protests, and could likely 
be used in joint federal/state projects where State preferences are 
currently not allowed.
The commissioner would establish this program through regulation and 
report to the legislature on the program's progress 15 and 27 months after 
implementation. If successful, the legislature could expand and extend this 
program indefinitely, replacing the current preferences.



Lastly, this bill incorporates a number o f provisions from  the "Make-It- 
Alaskart" legislation from  the 17th Legislature, House Bill 245, which 
would also increase the amount o f State work going to Alaskans. This bill 
would:
1) Encourage procurement officers to restrict notice o f contract solicitation 
to Alaskan suppliers and providers o f services desiring to compete fo r state 
contract work. (This practice is already standard in DOT/PF);
2) Require the commissioner to include in his report to the legislature on 
State procurements the number o f bidders located in-state and out-of- 
state that bid or made proposals on procurements;
3) Replace the statutory requirement that State publications be produced 
at State-operated facilities with a requirement that State publications be 
produced at a private sector facility located in the State when practicable. 
In addition, standards fo r the production o f publications would be 
established by the Department o f Administration, and a cost box would be 
required fo r all publication's exceeding $1,500 in cost.



SECTIONAL ANALYSIS FOR CS SB 212 (FIN):
THE "BUY ALASKA" BILL

S ec tio n  1: F indings, Purpose, and Intent.

S ec tio n  2: Amends AS 36.30.130, Public Notice o f Invitation to Bid,
to encourage procurem ent officers to restrict notice of contract solicitation 
when practicable to Alaskan suppliers when and providers of services 
desiring to com pete for state contract work, unless specifically requested 
by an out-of-state contractor. (This practice already in DOT/PF.)

Section  3 & 10: Provide a 4 year sunset to Section 2 so that its
effectiveness may be evaluated. This sunset was put in at the request of 
the D epartm ent o f A dm inistration.

S ec tio n  4: Amends AS 36.30.540, Procurem ents Report to the
L egislature, to require that the com m issioner’s report on procurem ent to 
the legislature include the num ber of bidders located in the State and out- 
of-state that bid t r  made proposals on procurements. This will allow the 
legislature to track the success o f the procurem ent reform s.

S ec tio n  5: Repeals and re-enacts AS 44.99.200, Production of
Publications, to replace the requirem ent that State publications be 
produced at S tate-operated facilities with a requirem ent that State 
publications be produced at a private sector facility located in the State 
when practicable. In addition, it mandates that standards for the 
production of publications be established by the D epartm ent of 
A d m in is tra tio n .

S ec tio n  6: Amends AS 44.99.210, Disclosures on Publication, to
conform to Section 5.

S ec tio n  7: Repeals AS 44.99.230, Standards for State Publications.
This provision was amended into 44.99.200 (Section 5).



Sectional Analysis - SB 212 
"Buy Alaska" Bill 
Page 2

S ec tio n  8: Establishes an Innovative C onstruction Procurem ent
Methods Pilot Program within the DOT/PF for a period of two years. This 
program  will allow the departm ent, through regulation, to use bonuses to 
replace the current preferences required under AS 36.30.

The com m issioner must first determ ine in writing that using the 
innovative methods is in the best interests o f the state, not contrary to the 
intent and purposes o f the current preference system , and describe how 
the innovative m ethods modify the procurem ent procedures of 36.30. The 
com m issioner shall make two reports to the legislature on the construction 
contracts awarded under the pilot program 15 and 27 months after it 
beg ins.

S ec tio n  9: Establishes that report requirem ents under Section 4 of
this act apply to reports due after the effective date of this act.

S e c tio n  10: With Section 3, provides a 4 year sunset to Section 2 so
that the effectiveness of lim iting contract solicitation to Alaskan businesses 
and publications may be evaluated. This sunset was put in at the request 
of the D epartm ent of A dm inistration. Establishes that the first report 
under Section 4 of this act is due January 15, 1995.
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Anolionî f, Aliisliii 00501 
(0 0 7) 2 7 1-0 2 0 0
FAX (007) 25H-7HHO

B K K K O W I T Z
I'' U  T  U  K  E  S
A U V I S O K Y

ES223

October 28, 1993

Senator Tim Kelly 
716 West Fourth Avenue 
Suite 400
Anchorage, AK 99501-2133

Dear Senator Kelly:

I enjoyed meeting you yesterday at the office of McKinley 
Capital and appreciate your thoughts on Senate  Bill 212.

On the question of what Alaskans are capable of doing, I am 
enclosing a marketing piece from my firm entitled Fear of Futures. 
I am confident that you will find it informative and easy to read.

I have received many positive comments regarding Fear of 
Futures from professionals in the managed futures industry in the 
Lower 48. I have been able to tell them with pride that it was 
en tire ly  conceived, designed and printed in Alaska.

I believe that I have a great deal to offer in the investment 
arena and strongly believe it would be in the best interests of the 
State to promote a local money management industry by removing 
arbitrary barriers to in-state money m anagemen t opportunities.

Very tru / yours,

Herb Berkowitz
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PART 9. DIVISION OF ECONOMIC [BUSINESS] DEVELOPMENT
Chapter56. (Relocated)57. Alaska Regional Economic Assistance Program (3 AAC 57.010-3 AAC 57.900)58. Silver hand and "Made in Alaska" programs 60-76. (Deleted)

CHAPTER 58. SILVER HAND AND "MADE IN ALASKA" PROGRAMS
SECTION05. Purpose20. Silver hand program25. Use of the silver hand seal or representation 30. Silver hand agent permits35. Silver hand agent duties40. "Made in Alaska" Program45. Use of the "Made in Alaska" emblem or representation 50. "Made in Alaska" agent permits55. "Made in Alaska" agent duties60. Permit fees70. Application review75. Revocation and debarment80. Transition900. Definitions

3 AAC 58.005. PURPOSE. This chapter implements the silver hand
handicrafts and "Made in Alaska" products programs authorized under
AS 45.65.010-45.65.070. (Eff. 10/1/93, Register 127)

Authority: AS 44.33.020AS 45.65.020

3 AAC 58.020. SILVER HAND PROGRAM, (a) The silver hand program 
is designed to identify authentic Alaska Native handicrafts.

(b) The official Native handicraft symbol is the silver hand seal. The seal 
must meet the requirements of AS 45.65.030. The seal consists of a black cval
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containing a hand in silver and the words "Authentic Native Handicraft from 
Alaska." Tl e seal is of the following design:

(c) A permit to use the silver hand seal on the handicrafts the applicant 
produces will be issued to an Alaska Native who

(1) applies to the commissioner or a silver hand agent on a form 
approved by the department, unless the applicant was certified to be eligible by 
the silver hand agent;

(2) documents that the applicant is an Alaska Native with a blood 
quantum of 1/4 or greater; documentation proving eligibility includes

(A) a United States Department of the Interior, Bureau of 
Indian Affairs "Certificate of Indian Blood";

(B) an official letter from a village or regional corporation 
established under 43 U.S.C. 1606 ~ 43 U.S.C. 1607 (Alaska Native Claims 
Settlement Act of 1971, secs. 7 and 8); or

(C) an official letter from a village council or tribe in which the 
applicant is a member;

(3) certifies on the application that the applicant will affix the silver 
hand seal only on a handicraft that was or will be made
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(A) entirely by the applicant;

(B) within this state; and

(C) in whole or of significant part of natural materials.

(d) A permit to use the silver hand seal is valid for two years from the date 

the permit is issued. The permit may be renewed by submitting a completed 

permit renewal application on a form approved by the department within 30 days 

of the end of the two-year period.

(e) The commissioner or a silver hand agent must approve or disapprove an 

application or renewal application to use silver hand seals within 30 days from the 

date of receipt of a completed application. (EfT. 10/1/93, Register 127)

Authority: AS 44.33.020
AS 45.65.020 
AS 45.65.030 
AS 45.65.040

3 AAC 58.025. USE OF THE SILVER HAND SEAL OR 

REPRESENTATION, (a) A permit holder, other than a silver hand agent, may 

use the representation of a silver hand seal on catalogs, letterheads, business 

cards, in-store and ofher advertising, and for other similar purposes related to the 

permit holder’s handicrafts. The permit holder, other than a silver hand agent, 

may use a representation of the silver hand symbol only in advertising of that 

permit holder’s handicrafts.

(b) The silver har d agent may use a representation of the silver hand 

symbol only on letterheads, business cards, and other advertising solely for the 

purposes of identifying that person as a silver hand agent and fulfilling that
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agent's duties under AS 45.65.010 -- AS 45.65.070 and this chapter.

(c) The silver hand seal or a representation of that seal may not be used in 

a manner that is false or misleading. The silver hand seal or a representation of 

that seal may only be used without any modification to the design specified in

3 AAC 58.020(b).

(d) The silver hand ser1. or a representation of that seal may not be 

incorporated into a business, company, or product logo or label.

(e) The silver hand seal or a representation of that seal may not be sold as 

art or as a dominant feature of a handicraft unless approved by the commissioner 

in writing.

(f) A permit holder may obtain 150 silver hand seals annually from the 

department at no cost. Additional seals may be purchased from the department at 

the cost of printing and distribution of the seals.

(Eff. 10/1/93, Register 127)

Authority: AS 44.33.020
AS 45.65.020

3 AAC 58.030. SILVER HAND AGENT PERMITS, (a) The commissioner 

will issue a permit for an agent for the silver hand program if  the person pays the 

application and permit issuance fees and certifies on an application form approved 

by the department that the applicant

(1) is a resident of the state; and if  regions are established by the 

commissioner, the region identified in the permit;

(2) has sufficient knowledge about the handicrafts, customs, and

-4
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populace of the state, or if  applicable, the region identified in the permit; and

(3) has a current Alaska business license, if required under AS 43.70.

(c) The commissioner will, in the commissioner’s discretion, require a silver 

hand agent or applicant for an agent permit to attend a t r a i n i ng session provided 

by the department on the silver hand program.

(d) A silver hand agent permit is valid for three years from the date that 

the permit is approved by the commissioner. The silver hand agent permit may be 

renewed by

(1) completing an agent permit renewal application on a form 

approved by the department; and

(2) paying the renewal fee.

(e) The commissioner will approve or disapprove an application or a renewal 

application for a silver hand agent within 30 days from the date of receipt of a 

completed applicatior.

(Eff. 10/1/93, Register 127)

Authority: AS 44.33.020
AS 45.65.020 
AS 45.65.030

3 AAC 58.035, DUTIES OF A SILVER HAND AGENT, (a) The duties of a 

silver hand agent include

(1) providing information to the public on the silver hand program, 

such as application and eligibility requirements for permits, availability of silver 

hand seals, and similar activities:

-o-
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(2) distributing application forms and instructions for a permit to use 

silver hand seals;

(3) determining the eligibility of applicants for a permit to use the 

silver hand seal in accordance with AS 45.65.010 — 45.65.070 and 3 AAC 58.020(c) 

by approving or disapproving applications, or by certifying the eligibility of a 

Native craftsperson;

(4) submitting on a quarterly basis on or before January 1, April 1, 

July 1, and October 1 of each year

(A) a copy of each application and the action taken on the 

application during that period; and

(B) information requested by the department about each Native 

craftsperson that the agent ceitified as eligible to use silver hand seal

dur: g that period; the agent shall supply the information on a form 

approved by the department;

(5) distributing seals to the permit holder in accordance with 3 AAC 

58.025(f) or personally affixing the seal on eligible handicrafts;

(6) assisting the commissioner in the renewal process for silver hand 

permits as specified in 3 AAC 58.020(d);

(7) assisting the department in marketing, promoting, and 

advertising the silver hand program to the general public;

(8) submitting other information and reports as required by the 

commissioner; and

(9) reporting any alleged violations of AS 45.65.010 -- 45.65.070 and 

this chapter to the commissioner. (Eff. 10/1/93, Register 127)

-6-
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Authority: AS 44.33.020
AS 45.65.020 
AS 45.65.030

3 AAC 58.040. "MADE IN ALASKA" PROGRAM, (a) The "Made in 

Alaska" program is designed to promote products made or manufactured in the 

state and handicrafts produced by both Native and non-Native craftspersons.

(b) The official emblem for the "Made in Alaska" program depicts a mother 

bear and her cub in a rectangular format with the words "Made in Alaska" 

underneath. The "Made in Alaska" emblem has no established colors. The 

emblem is of the following design:

M A D E  in  A L A S K A• HIM

(c) Except as provided in (i) of this section, a person who makes or 

manufactures a product or produces a handicraft in the state may apply to the 

commissioner or a "Made in Alaska" agent for a permit to use the "Made in 

Alaska" emblem on the product.

( d) A separate permit is required for each of the applicant’s handicrafts or 

product lines.

<e) A permit to use the "Made in Alaska" emblem will be issued to an
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applicant who

(1) locates and maintains the handicraft or product making or 

manufacturing operation within the state;

(2) produces a handicraft in the state or a product in which the 

value-added processes were accomplished in the state;

(3) uses Alaska resources and materials in the manufacturing or 

production of the product or handicraft, or provides documentation that the raw 

resources and materials do not exist within the state either in the form, quality, or 

quantity required for the production of the product or the handicraft;

(!) has a current Alaska business license if required by AS 43.75;

(5) submits a completed application on a form approved by the 

department and the required annual fees;

(61 permits the inspection of the production or manufacturing site by 

the commissioner or a "Made in Alaska" agent; and

(7) complies with the requirements of AS 45.65.010 -  45.65.070 and 

this chapter to determine the eligibility of the product.

(f) A finished product that is  only partially manufactured within the state 

may be authorized to use the "Made in Alaska" emblem if

(1) the producer demonstrates that no manufacturing facility exists 

in this state with the capacity or expertise to do the work being accomplished 

outside the state; the commissioner or "Made in Alaska" agent will not consider 

cost alone as a valid justification for using out-of-state manufacturing facilities; 

and

(2) the majority of the value-added processes are accomplished in the

-8-
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state.

(g) A permit to use the "Made in Alaska" emblem is valid for two years 

from the date the permit is issued. A permit may be renewed by

(1) submitting a completed permit renewal application on a form 

approved by the department; and

(2) paying the required fees.

(h) The commissioner or a "Made in Alaska" agent must approve or 

disapprove an application or renewal application to use "Made in Alaska" emblems 

within 30 days of the date of receipt of a completed application.

(i) The printing industry is not eligible for a permit to use the "Made in 

Alaska" emblem for routine printing projects which involve printing or duplication 

of items or writings not created by the printer. (Eff. 10/1/93, Register 127)

Authority: AS 44.33.020
AS 45.65.020 
AS 45.65.030 
AS 45.65.045

3 AAC 58.045. USE OF THE "MADE IN ALASKA" EMBLEM OR 

REPRESENTATION, (a) A permit holder, other than a "Made in Alaska" agent, 

may use a representation of the "Made in Alaska” emblem on labels, letterheads, 

business cards, in-store and other advertising, and for other similar purposes.

(b) The "Made in Alaska" agent may use a representation of the "Made in 

Alaska" emblem only on letterheads, business cards, and other advertising solely 

for the purpose of identifying that person as a "Made in Alaska" agent and to 

fulfill that agent’s duties under AS 45.65.010 -- 45.65.070 and this chapter.
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(c) The "Made in Alaska” emblem or a representation of that emblem may 

not be used in a manner that is false or misleading. The "Made in Alaska" 

emblem or a representation of that emblem may only be used without any 

modification to the design specified in 3 AAC 58.040(b).

(d) The "Made in Alaska" emblem or a representation of that emblem may 

not be incorporated into any business, company or product logo or label.

(e) The "Made in Alaska" emblem or a representation of that emblem may 

not be sold as art or as a dominant feature of a product, unless approved by the 

commissioner in writing.

(f) The permit holder may obtain "Made in Alaska" emblems from any 

source so long as they conform to the requirements of AS 45.65.010 -- 45.65.070 

and this chapter. (Eff. 10/1/93, Register 127)

Authority: AS 44.33.020
AS 45.65.020 
AS 45.65.045

3 AAC 58.050. "MADE IN ALASKA" AGENT PERMITS, (a) The 

commissioner will, in the commissioner’s discretion, issue a permit to an agent for 

the "Made in Alaska" program if  the applicant pays the required application and 

permit issuance fees and certifies on an application form approved by the 

department that the applicant

(1) is a resident of the state; and

(2) has a current Alaska business license, if required under AS 43.75.

(b) The commissioner wall, in the commissioner’s discretion, require that a

-10-



"Made in Alaska" agent or applicant attend a training session provided by the 

department on the "Made in Alaska" program.

(c) A "Made in Alaska" agent permit is valid for three years from the date 

that the permit is approved by the commissioner. A "Made in Alaska" agent 

permit may be renewed by

(1) submitting a completed permit renewal application to the 

commissioner, on a form approved by the department; and

(2) paying the required renewal fee.

(d) The commissioner will approve or disapprove an application or renewal 

application to be a "Made in Alaska" agent within 30 days from the receipt of a 

completed application. (Eff. 10/1/93, Register 127)

Authority: AS 44.33.020
AS 45.65.020
AS 45.65.045

3 AAC 58.055. "MADE IN ALASKA" AGENT DUTIES, (a) The duties of 

the "Made in Alaska" agent include

(1) promoting and advertising the "Made in Alaska" program;

(2) providing information to the public on the "Made in Alaska" 

program such as application and eligibility requirements for a permit, the 

availability of application forms, where to obtain information and assistance, and 

other similar duties;

(3) distributing application forms and instructions for a permit to use 

the "Made in Alaska" emblems;
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(4) receiving and recording completed application forma, collecting 

any required application fees, maintaining picoer fiscal procedures to account for 

all fees collected, and depositing all fees with the department within two weeks of 

their receipt;

(5) performing site inspections or taking other action to verify the 

accuracy of information on the application;

(6) determining if the product meets the eligibility requirements 

under 3 AAC 58.040(e) and either approving or disapproving the application; 

submitting a copy of each application and the action taken to the commissioner 

within 30 days from the date of the action;

(7) submitting other information and reports as required by the 

commissioner;

(8) assisting the commissioner in the renewal process for permits to 

use the "Made in Alaska" emblem under 3 AAC 58.040(g); and

(9) reporting alleged violations of AS 45.65.010-45.65.070 or this 

chapter to the commissioner. (Eff. 10/1/93, Register 127)

Authority: AS 44.33.020
AS 45.65.020
AS 45.65.045

3 AAC 58.060. PERMIT FEES. The fees for permit applications for the 

silver hand and the "Made in Alaska" progra m s  are as follows:

(1) silver hand agent permit application fee, $50

(2) silver hand agent permit issuance fee, $150

-12-
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(3) silver hand agent permit triennial renewal fee, $150

(3) "Made in Alaska" permit:

(A) annual fee per product line, $25

(B) annual maximum fee per permit holder, $75

(5) "Made in Alaska" agent permit application fee, $50

(6) "Made in Alaska" agent permit issuance fee, $150

(7) "Made in Alaska" agent permit triennial renewal fee, $150.

(Eff. 10/1/93, Register 127)

Authority: AS 44.33.020
AS 45.65.020

3 AAC 58.070. APPLICATION REVIEW, (a) Within 30 days after receiving 

notification of denial of an application or renewal for authorization to use the 

silver hand seal, to use the "Made in Alaska" emblem, or to become an agent for 

either the silver hand or the "Made in Alaska" program, the applicant may request 

reconsideration by the commissioner.

(b) The request for reconsideration must specify grounds that would 

support reversal of the denial.

(c) Within 30 days after receipt of a completed request for reconsideration, 

the commissioner will issue a written decision. The commissioner’s decision on 

reconsideration constitutes final administrative action by the department. (Eff. 

10/1/93, Register 127)

Authority: AS 44.33.020

-13-
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AS 45.65.020 
AS 45.65.040 
AS 45.65.045

3 AAC 58.075. REVOCATION AND DEBARMENT, (a) The permit of a 

person authorized to use the silver hand seal or the "Made in Alaska" emblem or 

to act as an agent for either the silver hand or the "Made in Alaska" program who 

is convicted of an offense under AS 45.65.060 is automatically revoked as of the 

date of the conviction.

(b) Any person who is convicted of an offense under AS 45.65.060 is barred 

from any further participation in either the silver hand or the "Made in Alaska" 

program.

(c) After notice and opportunity for hearing, the commissioner will, in the 

commissioners discretion, revoke a permit for failure to comply with the 

requirements of AS 45.65.010 — 45.65.070 including the payment of fees, and this 

chapter. (Eff. 10/1/93, Register 127)

Authority: AS 44.33.020
AS 45.65.020 
AS 45.65.040 
AS 45.65.045 
AS 45.65.060

3 AAC 58.080. TRANSITION, (a) A person authorized to use the silver 

hand seal or to act as a silver hand agent before 10/1/93 who wishes, without 

interruption, to continue to use the silver hand seal or to act as a silver hand 

agent must submit an application in accordance with this chapter by 11/30/93.

-14-
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(b) A permit to U3e the silver hand seal or to act as a silver hand agent 

issued before 10/1/93 is void on 12/30/93.

(cj A person authorized to use the "Made in Alaska" emblem and who 

wishes without interruption to continue to use emblems must submit an 

application in accordance with this chapter by 12/30/93, if

(1) that person’s permit expired before 10/1/93 a r i  the department 

extended the permit; or

(2) that person’s permit will expire by 10/1/93.

(d) Any permit to use the "Made in Alaska" emblem issued before 10/1/93 

and expired or will expire before 10/1/93 is void on 1/29/94. Any other permit to 

use the "Made in Alaska" emblem which expires on or after 10/1/93 is void on the 

expiration date stated on the permit. (Eff. 10/1/93, Register 127)

Authority: AS 44.33.020 
AS 45.65.020 
AS 45.65.040 
AS 45.65.045

3 AAC 58.900 DEFINITIONS. In this chapter

(1) "commissioner" means the commissioner of the Department of Commerce 

and Economic Development;

(2) "department" means the Department of Commerce and Economic 

Development;

(3) "handicrafts" means products that are produced for sale by a skilled 

craftsperson. usually as a home occupation or in a small shop; each product 

requires individual attention, is produced in small quantities, and utilizes a 

minimum of power tools;

-15-
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(4) "Made in Alaska" agent means a person who holds a valid permit issued 

under this chapter to serve as an agent for the "Made in Alaska" program;

(5) "manufactured product" means a product that is built, formed, 

fabricated, or assembled from raw or semi-finished material which is changed in 

character in the final product;

(6) "natural material" means material produced or existing in nature, not 

artificial or manufactured, and derived from lands, plants, animals or other 

natural resources;

(7) "product line" means a product or group of products that is 

manufactured utilizing similar materials and manufacturing processes and 

producing a finished product that is similar in form, content, and use;

(8) "silver hand agent" means a person who holds a valid permit issued 

under this chapter to serve as an agent for the silver hand program;

(9) "value-added process" means a process that changes a raw material or a 

basic industrial material into a more finished product or alters the function, 

shape, or appearance resulting in a product with increased value. (Eff. 10/1/93, 

Register 127)

Authority: AS 44.33.020
AS 45.65.020
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Revision Dale: 
Title: ____ An Act relating to the giving of procuremenL

_Dept. Affected:. 
BRU:

-Statewide!

npticesiehanging the content of the required proco.remenL,
Sponsor:  Senate.Lflbor..&.CoiDme.rce-
Requestor: ____________ _____________

.Component:

COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY95 FY96 FY97 FY 98 FY 99 FYOO

PERSONAL SERVICES 0 n n O  . 0 0
TRAVEL 0 (1 0 ii 0 0
CONTRACTUAL 0 n n 0 iflfSsltfel 0
SUPPLIES 256.1* 256.1* 256.1* 256.1* 256.1* 256.1*
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CAPITAL 1 o I o 1 0 1 o 1 o o

REVENUE FUND SOURCE: 1 _ 0 ____0 . 0

FUNDING:
1002 Federal Receipts * 4 4 4 4 4
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1004 GF 4 ' 4 4 4 4 4

1005 GF/Pnogram Receipts 4 4 4 4 4 4
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Other 4 4 4 4 4 4

TOTAL 256.1* 256.1* 256.1* 256.1* 256.1* 256.1*
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FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY94) impact: $_ Jk.

ANALYSIS: (attach a separate page if necessary.) 
See attached.

*Bids are awarded by the Division on behalf of customer agencies that have a variety of funding sources. This analysis 
reflects potential cost impacts to all agencies as a result of potentially higher bid awards. These are not cost impacts to 
the Division of General Services.
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Section 2 o f the b i l l  requires notices o f  b ids and proposals to be mailed on ly to in-slate b idders on 
the contractors l is t  when practicable. We estimate this b i l l  w i l l  resu lt in A laska b idders receiv ing 
66% more o f  the awards that currently go out-of-state. On average, over the past seven years 34 
bids a year arc awarded to out-of-state bidders. The graph below demonstrates the number ol out- 
of-state awards in relationship to in-state bid awards over the past seven years.

Invitations to Bid Issued by Department o f Administration

439
412 414

FY87 FY88 FY89 FY90 FY91 FY92 FY93

B  Awards to  Alaska Bidders □  Awards to Out-of-State Bidders

An ana lys is  o f out-of-state bids issued from FY87 through FY93 indicate that prior implementation 
of this b i l l ,  i f  66% effective, would have kept an average o f $1.3 mill ion per year worth o f 
contracts issued by the Department o f  Administration in-state. The average annual addit ion costs 
to State agencies o f not purchasing from the otherwise low bidder would be approximately $356.0. 
(See graph and table below.)

Difference in Cost Between Alaska Bidders and Low 
Bidder When Award was Made to Out-of-State Bidder

5 0 0 0 0 0 0  j  

4 5 0 0 0 0 0  - -  

4 0 0 0 0 0 0  - -  

3 5 0 0 0 0 0  --  

3 0 0 0 0 0 0  --  

2 5 0 0 0 0 0  - -  

2000000 -- 
1 50 0 0 0 0  - -  

1000000 
5 0 0 0 0 0  

0

□  Value of Out-of-State Awards □  Additional Cost if Awarded to Low
Alaska Bidder
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F Y8 7 F Y8 8 FY89 FY90 FY91 F Y 9 2 F Y9 3
Value Out -
o f - S t a t e
A w a r d s

$1,335.1 $1,499.5 $1,618.7 $4,324.0 $730.0 $3,340.0 $1,605.0

Value of 
Low AK 
B i d d e r s

$1,922.0 $1,754.0 $2,010.1 $4,992.1 $835.1 $4,730.1 $1,993.0

Cost if 
A w a r d e d  
to Low AK 
B i d d e r s

$586.8 $254.5 $391.4 $668.1 $105.2 $1,390.0 $388.0

The b i l l  permits .’>ids to be issued to out-of-state bidders when spec if ic a l ly  requested or when the 
notice l im itation to on ly in-stale bidders is not practicable. We estimate the number o f b id s that 
w i l l  go to out-of-state vendors and the number o f out-of-state bid awards to be reduced by 66%. 
Therefore we project, based on the most recent FY93 data, the potential f isca l impacts associated 
with 66% o f the out-of-state awards going to the low Alaska bidder to be:

• Projected Awards Captured for In-State Business 24 x 66% =
• Projector Va lue o f Low Alaska Bidder $1,993.0 x 66%=

Captured for In-Slate Business
• Projected Va lue o f  Out-of-Slate Awards $1,605.0 x 66% =

• Pro jected F isca l Impact (D ifference)

16 awards 
$1,315.40

$1,059.30

$256.1
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notices: changing the content of the requirement procurement.,,
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Requestor:___________________________________

_Dept. Affected:. 
_BRU:
.Component:
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Administration-
General Services

-Enichasing-

COMPONENT SERIAL NO. 60

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY95 FY96 FY97 FY98 FY 99 FY 00

PERSONAL SERVICES 0 0 o 0 0 0
'TRAVEL 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 n
SUPPLIES 0 0 0 n (1 0
EQUIPMENT 0 0 ___ n 0 0 0
LAND & STRUCTURES <) 0 1 1 r o 0
GRANTS. CLAIMS 0 0 0 n 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 1 « 1 0 .. 0 1 () 1 0

REVENUE FUND SOURCE: o 0 0 0 0 0

FUNDING:
1002 Federal Receipts 0 0 0 0 . - 0 0
1000 GF Match 0 0 0 1 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts 0 0 (1 0 0 0
1006GF/MH7TA 0 0 0 o 0 0
OtlXT 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS
FULL-TIME 0 <> 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY94) impact: $_ ■O-

ANALYSIS: (attach a separate page if necessary.)

This bill will require one-time notices of the revised statute to all bidders on the contractors list maintained under AS 
36.30.050. Thereafter notices will be mailed only to bidders with Alaska zip codes unless a bidder specifically requests 
a bid solicitation for a specific Invitation to Bid.

Fiscal impact to the Division will be minimal.

Prepared By: 
Division:

nugftnEgltyi.PiKct.Qr_ 
General Sendees

Approved by Commissioner: 
Agency:

Nancv Bear Usera
-Department of Admi
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Revision Date:_________________
Title: ___

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Dept. Affected:. 
_BRU:

BILL NO. CSSB 212(L&C)

Statewide*.
 An Act relatmgloJhcgiving-Qi.pmuimmê t.

notices: changing the content of the required procurement.,  Component: ----------
Sponsor: ______SeDaitLLaboL&.Com.'nerce___________  __________
Requestor:__________Senate Labor & Commerce___________ COMPONENT SERIAL NO.

OPERATING FY95 FY96 FY97 FY98 FY 99 FY 00
PERSONAL SERVICES 0 n (1 n n 0
TRAVEL n 0 n (1 n n
CONTRACTUAL n n 0 n n n
SUPPLIES 256.1* 256.1* 256.1* 256.1* 256.1* 256.1*
EDUIPMENT 0 n 0 0 n 0
LAND & STRUCTURES 0 0 0 n 0 0
GRANTS. CLAIMS 0 n 0 0 n 0
MISCELLANEOUS n n 0 c n 0
TOTAL OPERATING 256.1* 256.1* 256.1* 256.1* 256.1* 256.1*

CAPITAL 0 o 0 0 0 0

REVENUE FUND SOURCE: o 0 0 0 0 0

FUNDING:
1002 Federal Receipts if if if If 4 4

1003 GF Match i * * ♦ 4 4 4

1004 GF ♦ 4 4 4 4 4

1005 GF/Pnogram Receipts ♦ * 4 4 4 4

1006GF/MHT1A * ♦ ♦ 4 4 4

Other if * If 4 4 4

TOTAL 256.1* 256.1* 256.1* 256.1* 256.1* 256.1*

POSITIONS
-

FULL-TIME 0 0 0 0 0 0
PART-TIME it it 1) 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY94) impact: $_ JL.

ANALYSIS: (attach a separate page if necessary.)
See attached.

*Bids are awarded by the Division on behalf of customer agencies that have a variety of funding sources. This analysis 
reflects potential cost impacts to all agencies as a result of potentially higher bid awards. These are not cost impacts to 
the Division of General Services.

Prepared By: 
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Dugan Petty. Director 
General Service?

Nancy Pear Usera 
Department of Administft
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Date.

.Date;.Approved by Commissioner:
Agency:
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Section 2 o f the b i l l  requires notices o f bids and proposals to be mailed on ly to in-state bidders on 
the contractors l is t  when practicable. We estimate this b i l l  w i l l  resu lt in A laska bidders rece iv ing 
66% more o f the awards that currently go out-of-state. On average, over the past seven years 34 
bids a year are awarded to out-of-state bidders. The graph below demonstrates the number o f out- 
of-state awards in relationship to in-state bid awards over the past seven years.

In v ita tion s to Bid Issued by D ep artm en t o f A d m in istra tio n

439 412 414

FY87 FY88 FY89 FY90 FY91

■  Awards to  Alaska Bidders □  Awards to Out-of-State Bidders

An ana lys is o f out-of-stale b ids issued from FY87 through FY93 ind icate that prior implementation 
o f  this b i l l ,  i f  66% effective, would have kept an average of $1.3 m il l ion  per year worth of 
contracts issued by the Department o f  Administration in-state. The average annual addition costs 
to State agencies o f not purchasing from the otherwise low bidder wou ld  be approximately $356.0. 
(Sec graph and table below.)

D ifferen ce in Cost Betw een A laska B idders and Low  
B idder W hen Award was M ade to O u t-o f-S ta te  Bidder

5000000 j  
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□ Value of Out-of-State Awards □ Additional Cost if Awarded to Low
Alaska Bidder
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FY87 FY88 FY89 FY90 FY91 FY92 F Y9 3
Value Out -
o f - S t a t e
A w a r d s

$1,335.1 $1,499.5 $1,618.7 $4,324.0 $730.0 $3,340.0 $1,605.0

Value of 
Low AK 
B i d d e r s

$1,922.0 $1,754.0 $2,010.1 $4,992.1 $835.1 $4,730.1 $1,993.0

Cost if 
A w a r d e d  
to Low AK 
B i d d e r s

$586.8 $254.5 $391.4 $668.1 $105.2 $1,390.0 $388.0

The b i l l  permits b ids to be issued to out-of-state bidders when spec if ica l ly  requested or when the 
notice l im itation to only in-stale bidders is not practicable. We estimate the number o f b ids that 
w i l l  go to out-of-state vendors and the number o f  out-of-state bid awards to be reduced by 66%. 
Therefore we project, based on the most recent FY93 data, the potential fisca l impacts associated 
with 66% o f the out-ol-siaic awards going to the low A laska bidder to be:

Projected Awards Captured for In-Slate Business 
Projected Value o f Low A laska Bidder 
Captured for In-State Business 
Projected Va lue o f Out-of-State Awards

Projected F isca l Impact (D ifference)

24 x 66% = 
$1,993.0 x 66%=

$1,605.0 x 66% =

16 awards 
$1,315.40

$1,059.30

$256.1
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Title: __

STATE OF ALASKA
1994 LEGISLATIVE SESSION

..An.Act relating to the giving.of pcQCiirsmenL
_Dept. Affected:. 
_BRU:

BILL N O . CSSB 212(L&C)

Administration

notices: changing the content of the requirement procurem ent- Component:
Sponsor: _______ Senflle_Ubcir.&-CQmmerce______________
Requestor: _______ Senate Labor &  Commerce__________

General Sendees
Purchasing

COMPONENT SERIAL NO. M .

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY95 FY96 FY 97 FY98 FY 99 FY00

PERSONAL SERVICES 0 n 0 n 1 0
TRAVEL 0 n 0 0 n 0
CONTRACTUAL n n 0 0 0 .0
SUPPLIES 0 n 0 0 0 0
EQUIPMENT 0 0 n 0 0 n
LAND & STRUCTURES n 0 o 0 ____ 0 0
GRANTS. CLAIMS 0 n 0 0 ! n
MISCELLANEOUS 0 0 t> n n 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE FUND SOURCE: o 0 0 0 0 0

FUNDING:
1002 Federal Receipts 0 n 0 ii 0 1
1003 GF Match 0 o 0 0 0
10O1GF 0 0 0 0 0 insaii...
1005 GF/Program Receipts 0 0 0 0 0 0
1006GF/MHT7A 0 0 0 0 0 0
Otlier 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY94) impact: $.

ANALYSIS: (attach a separate page if necessary.)

This bill will require one-time notices of the revised statute to all bidders on the contractors list maintained under AS 
36.30.050. Thereafter notices will be mailed only to bidders with Alaska zip codes unless a bidder specifically requests 
a bid solicitation for a specific Invitation to Bid.

Fiscal impact to the Division will be minimal.

Prepared By: 
Division:

Dugan Petty, .Directon.
GeneiflLSemces.

Approved by Commissioner: 
Agency:

Nancy Pear.Ugera!
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F I S C A L  N O T E

Revision Date: 1/27/94 Department Affected:
Title: State Procurements and Publications BRU:

Component:
Sponsor Senate L&C Committee Component Serial Number:

DOT&PF
E&OS
D&C
547

S: (Thousands of Dollars)
FY98 FY99 FYOOFY97OPERATING FY95 FY96

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

CAPITAL

REVENUE FUND SOURCE

FUNDING: (Thousands of Dollars)

1003 GF MATCH

1005 GF/PROGRAM RECEIPTS
1006 GF/MHTIA
OTHER
TOTAL FUNDING

POSITIONS
FULL-TIME

TEMPORARY

Estimate of current year (FY94) impact: S 0

ANALYSIS: (Attach a separate page if necessary) The S5.000 will be used to develop regulations for 
the pilot program. Since this is a pilot program, it will not be applied to all state funded projects but on selected 
ones with the most opportunity for success. In FY94 about S30 million in stale funded projects were awarded. We 
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The Department of Transportation and Public Facilities is generally 
supportive of innovative ways of contracting which will reduce the 
bureaucratic process. Even with an innovative program of bonuses, it may be 
difficult to alternate the basic process of awarding, furnishing materials, etc. 
Nearly all successful contractors are Alaska based and only a very small 
percentage of material originates from out of state.
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A l a s k a  S t a t e  L e g i s l a t u r e

O fiic ia i Business

F e b ru a ry  1, 1994

State Capitol 
Juneau, AK 99801-1182

Re: D o c k e t Item
U -9 4 -2

M r. D o n  S ch ro e r. C h a irm a n  
A la sk a  P u b lic  U tilities C o m m issio n  
1016  W. 6 th . Su ite . 400  
A n ch o rag e , A laska  9 9 5 0 1 -1 9 6 3

D e a r  C h a irm a n  Schroer:

I t h a s  com e to o u r  a tte n tio n  th a t  th e  A la sk a  Public  U tilities 
C o m m iss io n  (APUC) h a s  a llow ed o v e rlap p in g  e lec trica l serv ice  a re a s  
o n  P rin c e  o f W ales Is la n d  in  th e  K law ock a re a . T h is h a s  c re a te d  a n  
u n te n a b le  s i tu a tio n  for th e  T lin g it-H aid a  R eg ional E lec trica l A u th o rity  
(THREA) a n d  its  1 ,659 c o n su m e rs  in  S o u th e a s t  A laska.

E x p re ss ly  b e c a u se  THREA se rv e s  sm a ll, fa r-flung  c o m m u n itie s  
o n  a  p o s ta g e -s ta m p  b a s is , th e  u til i ty  is  ab le  to keep  kW h co s ts  low er 
th a n  th e y  w ould  be o therw ise . If a n o th e r  u tility , in  th is  c a se  A la sk a  
P ow er & T e lep h o n e  C o m p an y  (AP&T) is  a llow ed  to  prov ide d ire c t 
se rv ice  w ith in  THREA's a r e a  of o p e ra tio n , i t  w ill in c rease  c o s ts  for all 
th e  T H R E A -served  c o m m u n itie s .

P a r t  o f th e  re a so n  fo r re g u la tio n  o f e lec trica l u tilitie s  is  to  a t t r a c t  
in v e s tm e n t  th ro u g h  th e  s ta b ili ty  of ex c lu siv e  serv ice  a re a s  a n d  th e  
s e c u r i ty  o f am ortiz ing  c a p ita l e x p e n d itu re s . In  fact, serv ice  a re a  
d e lin e a tio n  w as a  m ajo r im p e tu s  for c re a tio n  of th e  APUC a s  w e know  
it  to d ay . O verlapp ing  serv ice  a re a s  c re a te  in s ta b ility  a n d  jeo p a rd iz e  
th e  ab ility  o f u tilitie s  to a t t r a c t  c a p ita l  a n d  perfo rm  th e ir  b asic  
s e rv ic e s .

W e u rg e  you  to rec tify  th is  s i tu a t io n  by  d e s ig n a tin g  exclusive 
se rv ice  a re a s  in  Klawock, a s  th e  P ub lic  U tilities C om m ission  A ct 
c o n te m p la te s  a n d  a s  y ou  o rig inally  in d ic a te d  th a t  you  w ould .

S in c e re ly ,
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M r .  R a n d y  S . W e lk e r ,  CPA 
L e g i s l a t i v e  A u d i t o r
L e g i s l a t i v e  B u d g e t  an d  A u d i t  C o m m it te e  
P .O .  B o x  1 1 3 3 0 0  
J u n e a u ,  A la s k a  9 9 8 1 1 - 3 3 0 0

R e f :  A u d i t  C o n t r o l  N o . 0 8 - 1 4 0 4 - 9 3

D e a r  M r .  W e l k e r :

On b e h a l f  o f  t h e  A la s k a  P u b l i c  U t i l i t i e s  C o m m is s io n  ( C o m m is s io n ) , 
I  a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  r e s p o n d  t o  y o u r  a g e n c y 's  a u d i t  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 is s io n  ( 0 8 - 1 4 0 4 - 9 3 ) .  T h e  C o m m is ­
s io n  c o n c u r s  w i t h  y o u r  f i n d i n g  i n  t h e  " R e p o r t  C o n c lu s io n s "  t h a t  t h e  
l i f e  o f  t h e  C o m m is s io n  b e  e x t e n d e d  u n t i l  J u n e  3 0 ,  2 0 0 3 .  T h e r e f o r e ,  
t h i s  l e t t e r  w i l l  f o c u s  on  t h e  C o m m is s io n 's  r e s p o n s e  t o  y o u r  
" F i n d i n g s  a n d  R e c o m m e n d a t io n s " .

T h e  a u d i t  s t a t e s  o n  p a g e  1 "APUC w as  c r e a t e d  t o  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 ld  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 "  (e m p h a s is  a d d e d ) . T h e  a c t u a l  r a t e m a k i n g  
s t a n d a r d  a p p l i e d  b y  t h e  s t a t u t e  i s  " j u s t  a n d  r e a s o n a b l e " .

R e c o m m e n d a t io n  N o . 1 A la s k a  S t a t u c e  4 2 . 0 5 . 2 5 3  s h o u ld  b e  a m e n d e d  t o  
r e q u i r e  APUC t o  p e r i o d i c a l l y  a d j u s t  t h e  r e g u l a t o r y  c o s t  c h a r g e  
(RCC) on  a n  i n d u s t r y  b y  i n d u s t r y  b a s i s .  F u r t h e r ,  t h e  a u t o m a t i c  
r e p e a l  d a t e  o f  t h i s  s t a t u t e  s h o u ld  b e  d e l e t e d . 1

T h e  C o m m is s io n  a g r e e s  t h a t  t h e  p r o g r a m  s h o u ld  b e  m ad e  p e r m a n e n t  b y  
d e l e t i n g  t h e  a u t o m a t i c  r e p e a l  d a t e  f o r  t h e  R e g u l a t o r y  C o s t  C h a r g e  
P r o g r a m  ( R C C ) . L a s t  y e a r  t h e  l e g i s l a t u r e  s w i t c h e d  t h e  f u n d i n g  
s o u r c e  f o r  t h e  C o m m is s io n  f r o m  g e n e r a l  f u n d s  t o  t h i s  r e g u l a t o r y  
a s s e s s m e n t .  T h e  C o m m is s io n  e x p e n d e d  s i g n i f i c a n t  r e s o u r c e s  i n  
d e v e l o p i n g  r e g u l a t i o n s  a n d  p r o c e d u r e s  t o  m ake  t h e  p r o g r a m  w o r k  a n d  
t o  m a k e  c o m p l ia n c e  b y  a f f e c t e d  e n t i t i e s  a s  s t r a i g h t f o r w a r d  a s  
p o s s i b l e .  T h e  p r o g r a m  i s  i n  p l a c e  a n d  r u n n in g  s m o o t h ly .

H o w e v e r ,  t h e  C o m m is s io n  c a n n o t  s u p p o r t  t h e  r e c o m m e n d a t io n  t o  
r e q u i r e  i t e m i z a t i o n  o f  t h e  r a t e s  u n d e r  t h e  RCC p r o g r a m  b y  
u t i l i t y / p i p e l i n e  c a r r i e r  t y p e .  A l t h o u g h  i n  t h e o r y  t h e
r e c o m m e n d a t io n  h a s  som e m e r i t ,  i s  n o t  a t  a l l  c l e a r  t o  t h e
C o m m is s io n  t h a t  i t  w o u ld  b e  e i t h e r  p r a c t i c a l  o r  c o s t - e f f e c t i v e  t o  
a t t e m p t  t o  im p le m e n t  i t  a t  t h i s  t i m e .

1 T o  c a r r y  o u t  t h i s  r e c o m m e n d a t io n  f u l l y ,  t h e  r e p e a l  d a t e  f o r  
AS 4 2 . 0 6 . 2 8 5  ( p i p e l i n e  c a r r i e r  r e g u l a t o r y  c o s t  c h a r g e )  s h o u ld  a l s o  
b e  d e l e t e d .

A P - O . C .  5  T O —  . 2 5 -  ,\Z  ufiofcd on reeve od p jp o r t, . I

LHC- V w & E T *  A > c m t Q & .C S  ______ ___________________________________
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I n d i v i d u a l  RCC r a t e s  w o u ld  r e q u i r e  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 is s io n 's  c o s t s .  T h e  r e c o m m e n d a t io n ,  i f  im p le m e n t e d  a s  
d r a f t e d ,  w o u ld  s u b s t a n t i a l l y  i n c r e a s e  t h e  c o s t  o f  t h e  RCC p r o g r a m .  
F u l l  c o s t  a l l o c a t i o n  w o u ld  b e  e x p e n s i v e ,  e s p e c i a l l y  d u r i n g  t h e  y e a r  
w hen i t  w as  im p le m e n t e d .  A p e r m a n e n t  in c r e m e n t  t o  t h e  C o m m is s io n 's  
b u d g e t  w o u ld  b e  r e q u i r e d .  T h e  C o m m is s io n  w o u ld  f a c e  a new  
a d m i n i s t r a t i v e  b u r d e n  o f  s e t t i n g  i n d i v i d u a l  RCC r a t e s  a n d  h a n d l i n g  
p r o t e s t s  t o  t h e  r a t e s .

O ne o f  t h e  k e y  p r i n c i p l e s  g u i d i n g  t h e  d e v e lo p m e n t  o f  t h e  RCC w a s  
s i m p l i c i t y .  T h e  C o m m is s io n  h a s  b e e n  a b l e  t o  a b s o r b  t h e  o n g o in g  
c o s t s  o f  t h e  RCC p r o g r a m  f r o m  i t s  e x i s t i n g  b u d g e t ,  b e c a u s e  t h e  
p r o g r a m  h a s  b e e n  k e p t  s im p le  a n d  w o r k a b l e .  Y o u r  r e c o m m e n d a t io n  f o r  
f u r t h e r  r e f i n e m e n t  o f  t h e  RCC w o u ld  r e q u i r e  t h e  s t a t u t o r y  c a p  o f  
. 61 % o f  a d j u s t e d  g r o s s  r e v e n u e s  (AS 4 2 . 0 5 . 2 5 3 ( a ) )  t o  b e  s u b s t a n ­
t i a l l y  i n c r e a s e d .  B a s e d  o n  y o u r  e s t i m a t e s  b y  u t i l i t y  t y p e  f o r  
p u r p o s e s  o f  d i s c u s s i o n ,  t h e  c u r r e n t  a u t h o r i z e d  b u d g e t  f o r  t h e  
C o m m is s io n  w o u ld  r e q u i r e  i n c r e a s i n g  t h e  c a p  t o  . 8 5 % f o r  c e r t a i n  
u t i l i t y  g r o u p s ,  a t  a  m in im u m .

F ro m  t h e  p e r s p e c t i v e  o f  m o s t  u t i l i t y  c u s t o m e r s  f a c i n g  a r e g u l a t o r y  
c o s t  c h a r g e  b i l l  o f  l e s s  t h a n  $ 2 0  p e r  y e a r ,  d i f f e r e n t  r a t e s  f o r  
d i f f e r e n t  u t i l i t y  t y p e s  w o u ld  n o t  h a v e  a m e a s u r a b le  e f f e c t  on  t h e i r  
t o t a l  b i l l .

R e c o m m e n d a tio n  N o . 2 A la s k a  S t a t u t e  4 2 . 0 5 . 7 1 1  s h o u ld  b e  a m e n d e d  t o  
m ake i t  e a s i e r  f o r  u t i l i t y  c o n s u m e rs  t o  o p t  i n  o r  o u t  o f  
r e g u l a t i o n .

T h e  C o m m is s io n  a g r e e s  i n  p a r t .  S in c e  t h e  l e g i s l a t u r e  r e a c h e d  a  
p o l i c y  c o n c l u s i o n  t h a t  s m a l l  u t i l i t i e s  o u g h t  t o  b e  p r o v i d e d  t h e  
s t a t u t o r y  o p t i o n  t o  d e r e g u l a t e  b y  m a j o r i t y  v o t e ,  i t  s eem s  
a p p r o p r i a t e  t o  p e r i o d i c a l l y  a d j u s t  t h e  g r o s s  r e v e n u e  c u t o f f  l e v e l s  
t o  m a i n t a i n  t h i s  a s  a r e a l i s t i c  o p t i o n .  T h e s e  g r o s s  r e v e n u e  c u t o f f  
l e v e l s  h a v e  n o t  b e e n  a d j u s t e d  s i n c e  t h e y  w e r e  e n a c t e d  i n  1 9 8 0 .

I n c r e a s i n g  t h e  c u t - o f f  f r o m  $ 3 2 5 , 0 0 0  t o  $ 5 0 0 , 0 0 0 ,  f o r  e x a m p le ,  
w o u ld  a l l o w  t h e  m em b ers  o f  n in e  a d d i t i o n a l  e c o n o m i c a l l y  r e g u l a t e d  
e l e c t r i c  u t i l i t i e s  t o  d e c id e  w h e t h e r  t o  v o t e  f o r  d e r e g u l a t i o n .  
T h e y  a r e  B e t t i e s ,  F a r  N o r t h ,  G u s t a v u s ,  M a n le y ,  M i d d l e  K u s k o k w im ,  
N a p a k ia k ,  N o r t h w a y ,  P U I a n d  T e l l e r .  M i d d l e  K u s k o k w im  i s  a l r e a d y  
e l i g i b l e  t o  v o t e  f o r  d e r e g u l a t i o n  a s  a c o o p e r a t i v e  u n d e r  AS  
4 2 . 0 5 . 7 1 1 ( h ) .  A t t a c h m e n t  # 1  l i s 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 y  
g r o s s  r e v e n u e s .

T h e  c u t - o f f  f o r  l o c a l  e x c h a n g e  t e l e p h o n e  c o m p a n ie s  w o u ld  h a v e  t o  b e  
i n c r e a s e d  f r o m  $ 3 2 5 , 0 0 0  t o  a p p r o x i m a t e l y  $ 8 5 0 , 0 0 0  i n  o r d e r  f o r  a n y  
o t h e r  u t i l i t y  t o  q u a l i f y  f o r  t h e  o p t i o n  o f  v o t i n g  t o  d e r e g u l a t e .

T h e  C o m m is s io n  d o e s  s u p p o r t  i n c r e a s e s  i n  t h e  c u t o f f  l e v e l s  i f  t h e r e
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i s  som e c o m p e l l i n g  e v id e n c e  t h a t  t h e  b e n e f i t s  o f  r e g u l a t i o n  a r e  n o t  
c o m m e n s u ra te  w i t h  t h e  c o s t .  A l t h o u g h  t h e  e n a c t m e n t  o f  t h e  RCC h a s  
q u a n t i f i e d  t h e  c o s t  s i d e ,  t h e  b e n e f i t s ,  a l t h o u g h  t a n g i b l e ,  a r e  
s t i l l  d i f f i c u l t  t o  q u a n t i f y .

R e c o m m e n d a tio n  N o . 3 APUC s h o u ld  e s t a b l i s h  a t i m e k e e p i n g  s y s t e m .

T h e  C o m m is s io n  a g r e e s  t h a t  t h i s  r e c o m m e n d a t io n  i s  w o r t h w h i l e  t o  
p u r s u e .  I f  a c c o m p l is h e d  f o r  i n t e r n a l  m a n a g e m e n t p u r p o s e s ,  t h e  
s y s te m  c o u ld  b e  d e s ig n e d  r e l a t i v e l y  e c o n o m i c a l l y .  H o w e v e r ,  i f  t h e  
s y s te m  i s  r e q u i r e d  t o  s e r v e  a s  t h e  b a s is  f o r  b i l l i n g s ,  s u c h  a s  
t h o s e  re c o m m e n d e d  i n  R e c o m m e n d a tio n  # 1 ,  i t  w o u ld  b e  s u b s t a n t i a l l y  
m o re  c o s t l y .  I n  e i t h e r  c a s e  a f i s c a l  n o t e  w o u ld  b e  r e q u i r e d  t o  
c a r r y  o u t  t h i s  r e c o m m e n d a t io n .

R e c o m m e n d a tio n  N o . 4 APUC s h o u ld  c o n s i d e r  how  t o  b e s t  e n s u r e  
c o m m is s io n  m em b er a c c e s s  t o  a d e q u a t e  s t a f f  s u p p o r t  a n d  a d v i c e .

T h e  C o m m is s io n  a g r e e s .

C o m m is s io n  s t a f f  b eco m e a p a r t y  t o  a p r o c e e d in g  o n l y  w h e n  
d e s i g n a t e d  t o  b e  so  b y  C o m m is s io n  o r d e r .  T h i s  d e c i s i o n  i s  
t y p i c a l l y  m ade b y  t h e  C o m m is s io n e r s  i n  a d j u d i c a t o r y  s e s s i o n  s o o n  
a f t e r  a  d o c k e t  i s  e s t a b l i s h e d .

T h e  C o m m is s io n  i s  f a m i l i a r  w i t h  t h e  a l t e r n a t e  m o d e ls  f o r  d e p lo y m e n t  
o f  t h e  s t a f f  r e s o u r c e s  o u t l i n e d  i n  y o u r  r e p o r t  a n d  w i l l  c o n t i n u e  t o  
e n t e r t a i n  p o s s i b i l i t i e s  f o r  im p r o v e m e n t .

T h e  C o m m is s io n  b e l i e v e s  t h a t  a  s i m p l i f i e d  m e th o d  o f  o b t a i n i n g  
c o u n s e l  t o  s u p p o r t  t h e  C o m m is s io n  u n d e r  c o n t r a c t  i s  n e e d e d  f o r  
c a s e s  w h e re  t h e  a t t o r n e y  g e n e r a l  r e p r e s e n t s  s t a f f  a s  a p a r t y .  
E x te n d e d  p r o c u r e m e n t  p r o c e d u r e s  a n d  t h e  a p p r o v a l  o f  t h e  a t t o r n e y  
g e n e r a l  t o  s e l e c t e d  t h e  l e g a l  c o n t r a c t o r  b o t h  c o m p l i c a t e  t h i s  
p r o c e s s .

R e c o m m e n d a t io n  N o . 5 T h e  APUC m e m b e r 's  t e r m s  o f  o f f i c e  s h o u ld  b e  
s t a g g e r e d .

T h e  C o m m is s io n  a g r e e s .  L e g i s l a t i o n  w o u ld  b e  r e q u i r e d  t o  a c c o m p l is h  
t h i s  c h a n g e .

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

S i n c e r e l y ,

-27-
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STATE OF ALASKA 
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

Waller J. Hickel, 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
1016 West 6th Avenue Suite 400 

Anchorage Alaska 99501

Phone (907)276-6222 

Fax (907) 276-0160

FAX COVER SHEET

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

D a t e :  M a r c h  2 ,  1 9 9 4 T im e : 8 : 3 0  a .m .

T r a n s m i t t a l  F a x  N u m b e r :  4 6 5 - 3 7 5 6

J o s h  F i n k
S e n a t o r  K e l l y ' s  O f f i c e

F ro m : B o b  L o h r
E x e c u t i v e  D i r e c t o r

C o m m e n ts : Memo f r o m  A T A . A c t u a l l y ,  t h a t  i s  n o t  w h a t  
t h e i r  O c t o b e r  p o s i t i o n  p a p e r  s a i d .  A n d  t h e  
memo d o e s  l i t t l e  t o  c l a r i f y  w h a t  t h e i r  
p r o p o s e d  a m e n d m e n t o n  p e r s o n n e l  m e a n s .

A  f o l l o w - u p  p h o n e  c a l l  w i t h  M r .  R ow e i n d i c a t e s  
t h a t  h e  b e l i e v e s  A TA  w o u ld  s u p p o r t  a  p r o p o s a l  
t o  r e c l a s s i f y  s e c t i o n  H e a d s  f r o m  C l a s s i f i e d  t o  
P a r t i a l l y  E x e m p t .
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J a m a s  R o w e
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M E M O R A N D U M

D A T E :  M a r c h  1 ,  1 9 9 4

T O :  B o b  L o h r

F R O M :  J i m  R o w e
• 11 I

R E :  S e n a t e  L a b o r  a n d  C o m m e r c e  H e a r i n g ,  I t e m  f t 8

sO, <2 
*7

c?.
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A t  a  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  h e a r in g  in  O c t o b e r ,  1 9 9 3 , A T A  s u b m i t t e d  a  w h i t e  p a p e r  

w a r n i n g  t h a t  i f  t h e  C o m m i s s i o n  i s  n o t  r e o r g a n i z e d  a n d  s t r e a m l in e d  i n  r e c o g n i t i o n  o f  t h e  c h a n g e s  

in  t e l e c o m m u n i c a t i o n s ,  th e n " .th e  c o s t  o t  r e g u la t i o n  w o u l d  b e  a  d r i v i n g  f a c t o r  i n  r a i s i n g  r a t e s .  T h e  

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

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

A T A  p r o p o s e d  a m e n d m e n t  # 8  t o  a l l o w  th e  C o m m i s s i o n  t o  r e t a in  q u a l i f i e d  s t a f f  o n  a  t i m e l y  b a s i s

i n  t h e  i n t e r e s t  o f  f a c i l i t a t i n g  e x p e d i t i o u s ,  i n f o r m e d  d e c i s i o n s .
•/‘i « ̂• i .
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S TA TE  O F ALASKA  
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 

Walk* J. Hickel, 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
1016 West 6th Avenue Suite 400 

Anchorage Alaska 99501

Phono (907)276-6222 

Fax (907) 276-0160

FA X COVER SHEET

N u m b e r o f  p a g e s  ( i n c l u d i n g  c o v e r  s h e e t )  2 

D a t e :  M a r c h  4 ,  1 9 9 4  T im e :

T r a n s m i t t a l  F a x  N u m b e r:  4 6 5 - 3 7 5 6  

T o :  J o s h  F i n k

F ro m : BOB LOHR
EXECUTIVE DIRECTOR

C o m m e n ts :

A v o i d i n g  RCC L a p s
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T h e  D e p t ,  o f  A d m i n i s t r a t i o n  a d v is e d  t h e  D e p t ,  o f  C o m m erce  t h a t  t h e  
r e g u l a t o r y  c o s t  c h a r g e  (R C C ) r e v e n u e s  f o r  t h e  4 t h  q u a r t e r  o f  F Y 93  
w o u ld  n o t  b e  r e c o g n i z e d  u n t i l  F Y 9 4 ,  s i n c e  i t  w s  n o t  p a y a b l e  u n t i l  
J u l y  3 1 .  T h i s  d e c i s i o n  w o u ld  h a v e  c r e a t e d  a  s e r i o u s  d e f i c i t  f o r  
F Y 9 3 .

T h e  t e l e c o n f e r e n c e  m e e t in g  t h i s  m o r n in g  i n c l u d e d  r e p r e s e n t a t i v e s  o f  
OMB, D i v i s i o n  o f  F in a n c e  a n d  t h e  D e p t ,  o f  C o m m erce  a n d  m e . T h e  
p r o b le m  i s  s o l v e d .  W i t h  som e f i r m  u r g i n g  t h e  F in a n c e  D i v i s i o n  
s t a f f  a g r e e d  t o  r e f l e c t  RCC r e v e n u e s  f r o m  A p r i l - J u n e ,  1 9 9 3  a s  p a r t  
o f  F Y 9 3  r e c e i p t s .

7 A f t e r  t h a t  i s s u e  w a s  r e s o l v e d ,  I  a s k e d  w h e t h e r  i t  i s  p o s s i b l e  t o  
r e c o g n i z e  f r o m  4 t h  q u a r t e r  f i s c a l  y e a r  r e v e n u e s  o n l y  t h a t  a m o u n t  
r e q u i r e d  t o  m e e t  t h e  a u t h o r i z e d  b u d g e t ,  w i t h  t h e  b a l a n c e  b e in g  
a p p l i e d  t o  t h e  n ew  f i s c a l  y e a r .  T h i s  a c c o u n t in g  e n t r y  w o u ld  o c c u r  
i n  e a r l y  A u g u s t .  T h e  p r o b le m  o f  p o t e n t i a l  o v e r - c o l l e c t i o n  c o u l d  b e  
s o lv e d  w i t h  t h i s  a p p r o a c h .  I t  w o u ld  o c c u r  a f t e r  t h e  g o v e r n o r  
s ig n e d  t h e  b u d g e t ,  b u t  b e f o r e  t h e  C o m m is s io n  e s t a b l i s h e d  t h e  RCC 
r a t e  f o r  t h e  n ew  f i s c a l  y e a r .        ^

L e g i s l a t i o n  w o u ld  b e  r e q u i r e d  t o  a c c o m p l is h  t h i s .  We d i s c u s s e d  t h e  
f r o n t  s e c t i o n  o f  t h e  b u d g e t  a s  o n e  o p t i o n ;  t h i s  la n g u a g e  w o u ld  
r e q u i r e  a n n u a l  u p d a t i n g .  T h e  RCC s t a t u t e  w i l l  b e  u p  f o r  r e v i e w  
t h i s  y e a r  a n d  t h a t  i s  t h e  o t h e r  p l a c e  t o  c o n s i d e r  a t t a c h i n g  s u c h  
l a n g u a g e .
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WALTER J. HICKEL, GOVERNOR

1016  W E S T 6T H  AVENUE, S U IT E 4 0 0  
A N CH ORA GE , ALASKA 9 9 S 0 1 -1 S 6 3  
PH O N E : (9 0 7 1 2 7 6 -6 2 2 2  
hAX  (9 0 7 )2 7 6 -0 1 6 0

M a rc h  1 0 ,  1 9 9 4

H o n o r a b le  T im  K e l l y  
C h a irm a n
S e n a te  L a b o r  & C om m erce C o m m it te e  
v i a  t e l e c o p i e r  4 6 5 - 3 7 5 6

D e a r  S e n a t o r  K e l l y :

R e f :  s t a t u t o r y  c a p s  on  R e g u l a t o r y  C o s t  C h a rg e  R a t e s

AS 4 2 . 0 5 . 2 5 3  a n d  4 2 . 0 6 . 2 8 5  s e t  a  c a p  o n  t h e  R e g u l a t o r y  C o s t  
c h a r g e  (RCC) r a t e  t h a t  t h e  C o m m is s io n  m ay c h a r g e .  I t  i s  
c u r r e n t l y  .61%  o f  j u r i s d i c t i o n a l  g r o s s  r e v e n u e s  f o r  r e g u l a t e d  
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 i ; .

I  u n d e r s t a n d  t h a t  t h e  p r o p o s e d  la n g u a g e  i n  t h e  L a b o r  & C om m erce  
C o m m it te e  s u b s t i t u t e  3 / 5 / 9 4  w o rk  d r a f t  fo u n d  a t  p a g e  2 ,  l i n e s  6 - 8  
o f  t h e  b i l l  w o u ld  a l l o w  e l e c t r i c  u t i l i t i e s  t o  r e d u c e  t h e i r  " c o s t  
o f  p o w e r"  f r o m  g r o s s  r e v e n u e s  f o r  p u r p o s e s  o f  c a l c u l a t i n g  t h e  
r e g u l a t o r y  c o s t  c h a r g e  t o  b e  p a i d  t o  t h e  S t a t e  o f  A la s k a .  I n  
o r d e r  t o  c o v e r  t h e  C o m m is s io n 's  a u t h o r i z e d  b u d g e t  a s  p r o v id e d  i n  
. 2 5 3 ( b ) ,  t h e  a m o u n t o f  RCC l o s t  b y  p r o v i d i n g  t h i s  e x c l u s i o n  w o u ld  
h a v e  t o  b e  m ade up  b y  r a i s i n g  t h e  RCC r a t e  f o r  a l l  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 ,  i n c l u d i n g  e l e c t r i c  u t i l i t i e s .

T h e  c u r r e n t  RCC r a t e  o f  .4%  o f  g r o s 3  r e v e n u e s  w o u ld  i n c r e a s e  t o  
a p p r o x i m a t e l y  . 5 4 % ,  ( a  35% i n c r e a s e ) ,  b a s e d  o n  t h e  w o r k d r a f t  
d e f i n i t i o n  o f  " C o s t  o f  p o w e r"  a s  t h e  " c o s t s  o f  f u e l  a n d  p u r c h a s e d  
p o w e r " .  I f  t h e  d e f i n i t i o n  w e r e  e x p a n d e d  t o  e x c lu d e  " t o t a l  p o w e r  
p r o d u c t io n  e x p e n s e s "  f ro m  e l e c t r i c  g r o s s  r e v e n u e s ,  t h e  RCC r a t e  
w o u ld  b e  h i g h e r  t h a n  . 5 4 % .

I f  t h e  s t a t u t o r y  c a p  on RCC r a t e s  w e r e  r a i s e d  a n  e q u i v a l e n t  
p e r c e n t a g e ,  t h e  c a p  w o u ld  r i s e  f r o m  .6 1 %  o f  g r o s s  r e v e n u e  t o  
. 8 2 % .  S e c t io n  2 o f  t h e  w o rk  d r a f t  b i l l  p r o p o s e s  t o  am end t h e  
c a p  f r o m  .6 1  t o  .8%  o f  g r o s s  r e v e n u e s .  T h e  RCC c a p  f o r  p i p e l i n e s  
i s  i n c r e a s e d  i n  l i k e  m a n n e r  i n  S e c t i o n  1 1 ,  p a g e  3 ,  l i n e s  1 9 - 2 4 .

DEPARTMENT OF COMMERCE AND 
ECONOMIC DEVELOPMENT

A L A S K A  P U B L IC  U T I L IT IE S  C O M M IS S IO N

00»H8LH
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ALASKA PUBLIC EMPLOYEES ASSOCIATION/AFT(AFL-CIO)
S ta te  H e a d q u arte rs /Ju n e au  F ie ld  O ffice
211 Fourth Street, Suite 306, Juneau , Alaska 99801 
Telephone (907) 586-2334, (800) 478-9991, Fax 463-4980

March 10, 1994

The Honorable Senator Tim Kelly, Chairman 
Senate Labor and Commerce Committee 
Room 101, State Capitol 
Juneau, AK 99801-1182

Re: Opposition to proposed amendment to SB 213

Dear Senator Kelly:

As we understand it, the underlying purpose of SB 213 is to extend 
the Alaska Public Utilities Commission. We feel that this is an 
appropriate course of action by the State because the APUC serves 
a vital and necessary purpose, and thus we endorse this part of the 
bill. However, we strongly oppose recently proposed amendments to 
SB 213, Section 1 of which would remove the APUC "section heads" 
from the classified service. These positions would ostensibly be 
placed in to partially exempt status, which would constitute a 
radical change from the current organization of APUC.

Currently, there are no positions which have been identified as 
"section head" by definition or job description. Therefore, we are 
left to guess to which positions this amendment would pertain. 
Presumably, the amendment is referring to the classified employees 
administering the operational functions of the APUC, including: 
Engineering, Common Carrier, Finance, Tariffs, Consumer Protection 
and Administration. APEA/AFT currently represents four of those 
classified positions.

If Section 1 of the proposed amendment is passed, it would remove 
the supervisory employees responsible for the above-listed 
functions from the protection of the classified personnel service. 
As cheir collective bargaining representative, we oppose any such 
efforts on their behalf. We also oppose these efforts on behalf of 
the citizens of this state because, if this provision were allowed 
to become law, the employees in these key positions could find 
themselves motivated by the political agendas of the Administration 
rather than the laws of the State of Alaska.

Each of the operational functions are accountable to the APUC 
Executive Director, Mr. Bob Lohr. The Executive Director occupies 
a partially exempt position. Mr. Lohr in turn reports to the 
Chairman of the APUC. The Chairman and the other commissioners of 
the APUC are exempt appointees of the Governor, each of whom serve

A n ch o rag e  F ie ld  O ffic e  F a irb an ks  F ie ld  O ffice
1689 C Street, Suite 204, A ncnorage, Alaska 99501 825 College Road. Fairbanks, Alaska 99701

Telephone (907) 274-1688, (800) 478-9992, Fax 277-4588 <3*£> Telephone (907) 456-5412, (800) 478-9993, Fax 456-7478
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a six year term and cannot be removed except for malfeasance. 
Since the terms are staggered, no one governor can ever control the 
make up of the APUC, and commissioners are not subject to the 
political whims of the Administration because they cannot be 
terminated at will. Thus, although Director Lohr may be subject to 
the political pressures of the Administration, the legislature 
obviously intended that the appointed commissioners and the 
classified employees who serve them not be subject to political 
interference.

The APUC performs a quasi-judicial function in its regulation of 
the utilities of the State of Alaska. The analysis of utility and 
other data, performed by the classified employees of the APUC, 
provides unbiased evaluations upon which the commissioners may make 
their decisions. As previously stated, these decisions are subject 
to political influences. However, the analysis and review of facts 
and data should never be allowed to be influenced by political 
bias.

The APUC serves as a neutral third party to protect consumers and 
preserve a level playing field for the utilities serving Alaskans. 
Fluctuating political agendas and related procedural and policy 
changes would make doing business difficult if not impossible, 
since critical tasks such as auditing methods and criteria for rate 
changes could be altered by the prevailing political climate.

Within the State's personnel system, there currently exists a 
method for effecting the transfer of positions from the classified 
to the exempt service. Under those rules, the classified positions 
to be affected by this legislation would not be allowed to be 
transferred to exempt status for the reasons mentioned above. This 
proposed amendment should not be permitted to do by statute that 
which could not be done under the current personnel rules. 
Further, we believe that this change would not be in the best 
interests of the APUC or the State of Alaska.

There is no fiscal savings to be realized by the proposed change in 
classified status. The Chairman of the APUC informed the APEA/AFT 
that the APUC did not request that "section heads" be excluded from 
the classified service. We do not understand why this provision 
was added, nor do we know the problem that it presumes to address.

We ask that this committee vote against adopting this proposed 
amendment to SB 213.

Sincerely,



TO: Ke h t D a w s o n 

'ROM: Mike Roberge

;ATh: March 11, 1994

RE: Senate Sill “213

Commit.tee Substitute for Senate 3:11 =211 contains 
•3 mend .seats, to modify the existing statute aliasing the Alaska 
Public Utii.itiss Commission (APUC) to regul; 
certain cable television systems in Alaska,

. a t e  t . i e  r a t e s

Currently the law provides for APl'C rate regulation cf 
bas.i'' services, equipment and installation se:v ices if 2o% of 
a cable system’s subscribers petition for such regulation (AS 
42,05.711!k )). The cable system then becomes a "regulated 
utility" and is subject to Regulatory Cost Charges (RCC) in 
• he amount of ,61% of gross revenues (AS 42,05.712). 
’Unregulated utilities" are not subject to the RCC 
assessments and are charged for the acLual cost of service 
provided, by the APUC if services are incurred.

The Committee Substitute proposes to reduce the 
petition threshold to 10% of the first 5,000 customers plus 
6% of the cusLomers in excess of 5,000 (AS 42.05.712(h)),
I: appears that the intent of this amendment is to provide an 
election vehicle for smaller utility co-ops bo move into (and 
out of) APUC rate regulation.

The Alaska Cable Television Association (AC7AM 
anpports keeping the existing provisions in place. We 
believe the current law is fair and reasonable, while still 
allowing community input into the regulatory process. Wc 
have seen evidence of this type of community reaction in 
Juneau. The effect of the proposed lav could put cable 
systems into rate regulation with o n l y  the support of 10% of 
the cuscomer- base.

ACTA is also concerned about the RCC assessment on 
"total gross revenues". Newly enacted Federal law restricts 
local rat.e regulation t.o only the basic service, equipment 
charges and installation fees. ACTA would argue that any R C C  
assessment be applied against only the services (revenues) 
that were subject to local regulation. As ar. example, a 
cable system may has e monthly charges of ?10.00 for basic 
service, a S2.0G charge for -a converter box and §30.00 tor an 
installation. The current R C C  assessment would go muon 
further and be applied against all other programming services 
(ie expanded tiers and premium services such as HRO).
It should be noted that expanded cable services are regulated 
•at the F C C ,  and premium services are exempt from rate 
r e g u l a t i o n  a l l  ^ 'T r h 'M V  . ■ n « = = « = = = = =

epQi I ! 01‘i Hi CABLE11!SI •'
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A l a s k a  S t a t e  L e g i s l a t u r e

Senator Tim Kelly, Chair
Senator Steve Rieger, Vice Chair 
Senator Bert Sharp 
Senator Judy Salo 
Senator Georgianna Lincoln

M E M O R A N D U M

T O:  Senator Taylor , Chair
S enate  Jud iciary  C o m m it te e

F R O M :  Senator K elly ,  Chair
Senate Labor & C o m m erce  C o m m ittee

D A T E :  March 16, 1994

R E : Scheduling  o f  CS SB  213  (L & C ), E xten d ing  the A P U C  and
Relating to the R egu la tory  C ost C harge

I respectfu lly  request that you  sch ed u le  CS SB  2 13  (L & C ), E xten d in g  the 
A P U C  and Relating to the R egu la tory  C ost C harge, for a hearing before the 
Sen ate  Judiciary C om m ittee  at the C om m ittee 's  ear liest  c o n v e n ie n c e .  Y ou  
should  be aware that the H o u se  Labor &  C o m m erce  C o m m ittee  has  
indicated to m y staff that the H o u se  is w a it in g  for the S en ate  b ill ,  and has 
held no hearings on the A P U C 's ex ten s io n . T h is  bill has on e  more  
c o m m itte e  o f  referral in the S en ate .

M y s ta ff  has provided your c o m m it te e  s ta f f  w ith  b ack -u p  in form ation .  

Thank you  in advance  for you r t im ely  co n s id era t io n .

%

[ .M Ju - 4 t j

SENATE LABOR AND COMMERCE 
COMMITTEE

STATE CAPITOL. SUITE 101 
JUNEAU. ALASKA 99801-1182 
PHONE: (907) 465-3822 
FAX: (907)465-3756

716 W  4TH SUITE 400 
ANCHORAGE. AK 99501-2133 
PHONE: (907) 258-8130 
FAX' (907) 253-4524
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April 4, 1994

□ P.O. BOX 110300- STATE CAHIIOL 
J U N E A U ,  A L A S K A  99311-0300 
P H O N E : (907)465-3600
F A X : (907) 465-6735

The Honorable Bill Hudson
House Labor and Commerce Committee
Alaska State Legislature
State Capitol
Juneau, AK 99801-1182

Dear Representative Hudson:

This is a response to your letter requesting the Attorney 
General's opinion about the ramifications of amending AS 
42.05.141(a)(1) to replace "the powers of the commission shall be 
liberally construed to accomplish its stated purpose" with "the 
powers of the commission shall be those specifically conferred by 
statute as necessarily implied by those specific grants of 
authority."

If the proposed substitute language is adopted, it will
be harder for this office to advise the APUC about the extent of
its authority or to predict the outcome of litigation over APUC 
authority. We think adoption of the substitute language is likely 
to encourage the relitigation of a number of issues that are now 
settled by court decisions, and to call into question the 
commission's authority for some actions it has taken in the past, 
including some which are now quite routine. Adoption of this
substitute is also likely to restrict the APUC's ability to deal
with newly arising problems even t.hovoh traditional utility 
operations are changing rapidly in tc j  world.

In a number of cases interpreting the existing AS 
42.05.141(a)(1), the Alaska Supreme Court has said that the 
language incorporates both a principle ?f limitation— a narrow 
limit on areas of APUC's authority— and a principle of expansion—  
broad authority to deal with those araas of authority. The 
proposed substitute language also appears to contain competing 
limitation and expansion principles, but we have no court guidance 
about the meaning of this new wording. What seems clear about the 
proposed amendment is that it would change the focus of any effort 
to interpret APUC authority. The key to interpretation would no 
longer be the stated purpose of the APUC Act; the key would become 
specific mention in the Act of a particular power.

The fundamental problem with this is that the powers 
statutorily conferred on the APUC are very unspecific. For
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The Honorable Bill Hudson April 4r 1994
House Labor and commerce Committee Page 2

example, the APUC is supposed to "regulate" public utilities in the 
state.1 General language like "regulate" is not unusual in agency 
statutes; both Congress and state legislatures often grant agency 
powers in general and ambiguous terms. Leading administrative 
scholars recognize that specific language spelling out agency 
authority is almost impossible to write,2

By limiting the AJ/UC's authority to "powers, 
specifically conferred by statute as necessarily implied by those 
specific grants of authority," when the enabling statutes are not 
stated specifically, the legislature would probably severely limit 
the APUC's flexibility to react to unique or unforeseen 
circumstances.

Very truly yours,

BRUCE M, BOTELHO 
ATTORNEY GENERAL

Q y  •

Virginia A. Rusch 
Assistant Attorney General

VAR/rmg

cc: Deborah Behr, Assistant Attorney General
Raga Elimr Legislative Liaison, Office of the Governor 
Don Schoer, Chairman, Alaska Public Utilities Commission

1 Another example is that AS 42.05.371 and AS 42.05.411 forbid 
utilities from collecting any rnteB that have not been approved by 
the Commission. The APUC is presumably supposed to enforce this 
prohibition, but nothing in the statutes confers specific authority 
for the APUC to order a utility to refund some or all of charges 
collected in the absence of an approved rate. The APUC has often 
ordered such refunds in providing consumer complaint assistance, 
and now is engaged in litigation over an order to refund telephone 
utility rates for untariffed services.

See, for example, K. c. Davis and R, Pierce, Jr., 
MfflinigtYAti-Ye. Law.-ffrea-tis.e, §S 3.1, 14.2 (Third Edition, Little 
Brown and Co., 1994).

TOTAL P .02
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SENATE FINANCE 
COMMITTEE

FOR IM M E D IA TE  RELEASE Amendment Number:___ £_

C O N TAC T: M arn ie Brennan. D irector of C om m unica tions 

PH O N E: 564-1581

DATE: April 15, 1994

Bill Number: ,
Sponsor: Date^ /  /
Logged In By: /

ATU B LA S T S  GCI FOR LEG ISLATIVE A T T E M P T  TO TH W ART CO M PETITIO N

ATU genera l m anager Jim M orrison today oescribeo as 'corporate greed" 

an attem pt by GCI to change state law to p reven t ATU from com peting in the 

icng -d is tance  te lephone business. M orrison sa id  a legislative am endm ent 

p roposed by GCI could have the effect of p reven ting  ail m unicipally-ow ned 

utilities in the state from  borrow ing m oney -  w ith  potentia lly disastrous 

consequences on the ir ability to provide serv ice .

"GCI threatened to do this at an A nchorage  Assem bly work session earlier 

th is week," said M orrison. "I find it ironic tha t the com pany which has prom oted 

com petition fo r so m any years is now trying to p reven t com petition in the 

m arke tp lace."

The GCI action came in the form of an am endm ent to SB 213, a bill 

curren tly  be fore  the legislature tha t would extend the life of the A laska Public 

U tilities C om m iss ion . “ATU is involved in the increas ing ly  com petitive 

te lecom m unica tions industry, and this leg is la tion  appears to be aim ed square ly at 

p lacing the assets o f the citizens o f Anchorage a t risk," Morrison said. "Th is 

c learly  is to the bene fit o f GCI and to the de trim en t o f the owners o f ATU -  the 

c itizens of A nchorage."

(MORE)

• •00  T j i a n m n e  A venue1 ‘S  An< h n r a g e .  A ia sk a  0 ° 5 0 3 - 6 0 9 1  '5? T e l e p h o n e  (9 0 7 )  5 6 1 - 3 0 0 0  *2? F ax :  (9 0 7 )  5 6 3 - 2 6 8 8
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* ;r;s  am endm ent ceccm es i a w , c o u l d  cricp ie  our ac iiity  tc c rov ics  

T iccern te lecom m unica tions se r/ices ,'' said M orrison. 'The p rim ary w ay ATU 

meets cur custom ers ' ceeos is oy borrow ing m oney tc pay for new  techno logy .1

A ithcucn the G C l-sccnso rea  am endm ent is o irec tec  a t ATU, the iancuace 

is written so c rca c iv  that :t w iil iikeiy affect o ther A nchorage utilities. It m ight even 

apoiv :c all tne m um cipa ily -ow nea utilities in the state, and there are many, from 

Ketchikan to Fairaanks, M orrison saic.

M crnson po in ted ou t that G C i's proposed am endm ent, while a im ed at an 

ATU clan announced Feb. 14 to go into the long-d is tance business, could 

eventually a re c t ATU 's core local teleDhcne business. "The U.S. Congress is 

expected tc open up iocal phone service to com petition w ith in  a few  m onths," 

Morrison said. 'W hen that happens, the GC! am endm en t could prevent us from 

upgracing our icca l serv ice, s ince it w ill then be com petitive ."

'M ost of A T U 's  p lanned 'Inform ation S uperh ighw ay' se rv ices would be 

affected oy the GCI am endm ent," Morrison said. "GC! is s ing le -handed ly  

attempting to oepnve  A nchorage residents from  rece iv ing everyth ing from basic 

telephone dial tone to the h igh-tech services o f the fu tu re . Its  an outrageous, 

behind-the-scenes m aneuver in the c losing days of the leg is la tu re  which m ust be 

stopped."

—  30 --
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WHITS PAPER CONFIDENTIAL
POTENTIAL AMENDMENT THAT WOULD BAR ** ' u

ATU FROM USING BONDS TO SUPPORT COMPETITIVE SERVICES

The strongest challenge co any sucIj. amendment would 
likely be constitutional as such an amendment implicates many 
provisions of the Alaska constitution. The strongest argument 
rests on Article II, Section 19 of Alaska's constitution. It 
provides that:

Local or Special Acts. The legislature shall 
pass no local or special act if a general act 
can be made applicable. Whether a general 
act can be made applicable shall be subject 
to judicial determination.

The Alaska Supreme Court has said this provision bars 
the legislature from enacting a law that selectively intervenes 
in local governmental affairs. The test is whether the 
legislation bears a "fair and substantial relationship" to 
legitimate purposes. If this test is satisfied, a bill will not 
be invalid because it has incidental local effect or incidental 
private advantages. The key is whether the act has a legitimate 
purpose, and whether it has, either by its terms or by its 
effect, discriminates against a business or individual. Even if 
an act appears to apply evenly across the state, it will be 
declared unconstitutional if it is directed at one municipal 
encity.

A second provision of the Alaska constitution supports 
ATU's position. This is Article X, Alaska's "home-rule" 
provision. Section I states that the Article's purpose is tc 
provide "maximum local self-government," and Section 11 grants 
all legislative powers to home-rule municipalities except, for 
those expressly prohibited. It is pursuant to this provision 
that the City of Anchorage enacted its home-rule charter, which 
allows the municipality to own and operate public utilities. 
Importantly, the charter provision, as originally enacted, 
mandates that the city operate public utilities competitively: it 
requires that each municipal utility "be operated in accordance 
with the general standards common to utilities providing the sane 
utility service."

This argument is bolstered by Article I, Section II of 
the Constitution. It provides that "all political power is 
inherent in the people." The residents of the municipality voted 
in 1991 to amend the Anchorage Charter through Proposition 32 and 
to require that ATU be run competitively and to provide a 
dividend to the Municipality of Anchorage. Again, the power tc 
amend the charter arises directly out of the Alaska 
constitution's home-rule provision.
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M E M O R A N D U M S t a t e  o f  A la s k a
Department of Law

t o : Bob Lohr
Executive Director

DATE: April 18, 1994

FILE NO,:

T a . NO.; 269-5

SUBJECT:

from: Virginia A. Rusch
Assistant Attorney General 
Fair Business Practices Section 
Anchorage CONFIDENTIAL: WORK PRODUCT 

ATTORNEY CLIENT PRIVILEGE

Iiere are a few efforts to get at the idea Bert Sharp is looking for:

BERT SHARP SUGGESTION (as you read it to me on the phone, for comparison with 
other suggestions)

Section 1. AS 42.05. 141(a) is amended to read:
(a) The Alaska Public utilities commission may

(1) regulate every public utility engaged or proposing to engage in a 
utility (SUCH A] business inside the state, except to the extent exempted by 
AS 42.05.711, and the powers of the commission shall be liberally construed 
to accomplish its stated purposes; however, no environmental powers shall be 
construed without specific authorization by the legislature.

FIRST REVISION TO BERT SHARP SUGGESTION
Section 1. AS 42.05. 141(a) is amended to read:

(a) The Alaska Public utilities Commission may 
(1) regulate every public utility engaged or proposing to engage in & 
utility [SUCH A] business inside the state, except to the extent exempted by 
AS 42.05.711, and the powers of the commission shal' be liberally construed 
to accomplish its stated purposes: however, unless specifically authorized 
by the legislature, this chanter shall not be construed to give the 
commission power to require studies of environmental impacts of utility 
facilities.

SECOND REVISION TO BERT SHARP SUGGESTION 
Section 1. AS 42.05. 141(a) is amended to read:

(a) The Alaska Public Utilities Commission may
(1) regulate every public utility engaged or proposing to engage in a 
utility [SUCH A] business inside the state, except to the extent exempted by 
?iS 42.05.711, and the powers of the commission shall be liberally construed 
to accomplish its stated purposes: however, in construing the commission's 
powers, environmental protection shall not be considered a purpose of this



J caap-tar.

THIRD REVISION TO BERT SHARP SUGGESTION
Section 1. AS 42,05. 141(a) is amended to read:

(a) The Alaska Fublic Utilities Commission may
(1) regulate every public utility engaged or proposing to engage in a, 
utility [SUCH A] business inside the state, except to the extent exempted by 
AS 42.05.711, and the powers of the commission shall be liberally construed 
to accomplish its stated purposes; however, the commission's powers do not 
include the power to consider environmental externalities in issuing utility 
certificates..or approving_wholesale jower agreements.
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p it r s t  o n  G a t e s  & E l  l  i s

AYTORf J BYS

April 26, 1994

Mr. Thomas R. Stahr 
General Manager
Anchorage Municipal Light & Pow er 
1200  East First Avenue 
Anchorage, AK 99501-1685

Re: Amendment to  AS 42.05.431

D ear M r. Stalir:

You have asked us to review a proposed amendment to  AS 42.05.431. The 
version that I reviewed provides tlmt the "commission is not required to  set rates for services 
regulated by the commission to  recover the allocated costs and coverage requirem ents o f  services 
that arc not regulated by the commission." My concern is that this language could impair the 
Municipality's ability to  sell bends for facilities that serve both regulated and unregulated 
activities. For example, the Municipality may desire to issue bonds to finance its share o f  tire 
costs o f  building the Healy-to-Fairbanks and the Kenai Peninsula interties. Those interties will he 
used both to  serve ML&P's load in Anchorage and to facilitutc the unregulated, com petitive sales 
o f  economy energy. Under the proposed amendment, the commission could refuse to  set rates 
sufficient to recover the cost o f  debt service on bonds issued to finance the interties on grounds 
that those interties provide services that are not regulated by the commission. Given that 
possibility, the Municipality may find it difficult to  sell such bonds, o r may suffer an interest rate 
penally in their sale.

The Municipality has entered into bond covenants wltich require that it establish and 
maintain rates and charges for a ll  o f  its activities sufficient to pay debt service and maintain 
covorage. Some o f  these activities are not regulated by the commission. M1.&P does not, and 
under its current bond covenants, probably could not maintain a separate revenue fund for its 
unregulated activities. Therefore a denial by the commission o f  rates sufficient to pay debt service 
and coverage for all o f  M L&P's activities could Impair these covenants. As a practical matter, the 
adoption o f  this amendment could make it more difficult to financed unregulated o r mixed 
activities with parity bonds issued by the Municipality.

A Paktnwknhip Ih c lu d jn o  A PnornimoHAL CuKfonATiOH 

A U C h o k a o p  • C o d  u k  u * A i .  n u n  • i . n . i  A it u 1 1 1. « i  .  P o a T L A t i u  • SI* o k  a n r  • T a c o m a  • W a k h i u o t o n ,  l> . (
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Mr. Thomas R. Stahr 
April 26, 1994 
Page 2

1 hope tlus letter has been responsive to your questions. Please let inc know if 1 can be o f
further assistance.

Very truly yours, 

P r e s t o n  G a t e s  &  E l l i s

DHR:dltr
JAW«\l62Awaooa\owi.ioo ooo

By L \ r /  a;
Douglas II. Rosenberg
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LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

(907) 405-3867 or 465-2450 
IA X  (907) 465-2029 
Mail Slop 3101

130 S e w a r d  S rree t, S u ite  409
J u n e a u , A la s k a  99801-2105

M E M O R A N D U M A pril 26, 1994

SU B JE C T: Sectional Sum m ary o f CSSB 213(F IN ). (E x tend ing  the  A laska 
Public U tilities Com m ission; a n d  rela ting  to  regu la tion  o f 
utilities and  to  regulatory  cost charges)

TO :

FR O M :

S en a to r  Tim  Kelly

T e re sa  B. C r a m e f y ^ ^ ^  
Legislative C ounsel

Y ou have requested  a sectional sum m ary  o f th e  above-described  bill. A s a 
prelim inary  m atter, no te  th a t a  sectional sum m ary o f a bill should  no t be  co n sidered  
an  au tho rita tive  in te rp re ta tio n  o f th e  bill and  the bill itself is the  best s ta tem en t o f 
its con ten ts.

Section 1. Perm its the  A laska Public U tilities C om m ission (A P U C ) to  exercise th e  
pow ers expressly g ran ted  o r reasonab ly  im plied by th e  ch ap te r. R em oves a 
req u ire m en t th a t th e  pow ers o f th e  A P U C  be liberally construed  to  accom plish  th e  
com m ission’s s ta ted  purpose .

Sec. 2. Increases the regu la to ry  cost charge ceiling fo r public utilities to  .8  p e rc e n t 
o f  gross revenue.

Sec. 3. R equ ires  tha t in figuring the  regulatory  cost charge fo r e lec tric  utilities, th e  
utility reduce  gross rev en u e  by sub trac ting  th e  cost o f pow er, as defined .

Sec. 4. R equ ires the D ep a rtm en t o f  A dm in istration  to  identify th e  am o u n t o f th e  
A P U C ’s o p era tin g  budget th a t lapses into the genera l fund each  y ear and  perm its  th e  
legislature to  ap p ro p ria te  th a t am o u n t to  the A P U C  for the  next fiscal year. If th e  
leg islature does so, then  th e  A P U C  m ust reduce  the am o u n t o f  regu la to ry  cost charg e  
it collects during  th a t second  fiscal year by a com p arab le  am ount.

Secs. 5 an d  6 . R estru c tu res  th e  provision concern ing  m unicipal covenan ts w ith b o n d  
pu rchasers  by repea ling  language from  subsection  (a) an d  adding  th a t sam e language 
as new subsections (i) and  (j). S ubsection  (i) also p rovides th a t . 'i te s  set by th e  
A P U C  m ust be a d eq u a te  to  m eet bond  covenants concern ing  ra te s  o f a  m unicipally



ow ned utility. Subsection (j) is com posed  entirely  o f language tha t is currently  in law 
as p a rt o f subsection (a).

Sec. 7. P rovides tha t the  subscribers o f small electric  and  te lep h o n e  utilities can 
petition  to  p lace the utility under A P U C  regulation by following the  p rocedu res set 
ou t in AS 42.05.712(h), which is am en d ed  by sec. 12 o f th e  bill.

Sec. 8 . Perm its e lectric  and te lephone utilities th a t do  not gross $500,000 annually  
to  elect to  be exem pt from  regulation under AS 42.05.712. T he  cu rren t th resho ld  is 
$325,000.

Sec. 9. P erm its utilities, o th e r than  electric  and  te lephone  utilities, th a t do no t gross 
$150,000 annually to  elect to  be exem pt from  regulation un d er AS 42.05.712. T he 
cu rren t th resho ld  is $ 100 ,000 .

Sec. 10. E xem pts garbage collection utilities th a t gross $300,000 o r less from  ra te  
regu la tion  unless the  subscribers petition  for regula tion  under A S 42.05.712(h), 
am en d ed  by sec. 12 o f  the  bill. T he cu rren t threshold  is $200,000. R eta ins the  right 
o f subscribers rep resen tin g  25 p e rcen t o f  the gross revenue o f a utility to  pe tition  the 
A P U C  for ra te  regulation.

Sec. 11. Provides th a t the s \o scrib ers  o f cable television service utilities can petition  
to  place th e  utility u n d er /JP U C  ra te  regulation under AS 42.05.712.

Sec. 12. Perm its the subscribers of a utility th a t is exem pt from  regu la tion  under 
AS 42.05.711(e), (i), o r  (k) to  use th e  p rocedures o f  AS 42.05.712 in an  election  
im posing regulation.

Sec. 13. Increases th e  ceiling on th e  regulatory  cost charge th a t the  A P U C  may 
im pose on p ipeline carriers from  .61 p ercen t o f gross revenue  to  .8  p e rcen t o f gross 
revenue. T his section m akes the sam e change th a t sec. 2 m akes for public utilities.

Sec. 14. R eq u ires  th e  D ep a rtm en t o f A dm inistration  to  identify th e  am o u n t o f m oney 
th a t the A P U C  lapses a t the  end  o f a  fiscal year so th a t th e  legislature can, if it 
w ishes, ap p ro p ria te  th a t am oun t to  the  com m ission for its next y ea r’s opera ting  
budget. If  th e  legislature does so, then  the com m ission is d irec ted  to  m ake a 
com p arab le  reduction  in the  to tal regulatory  cost charge collected  in the  second year. 
This section is com parab le  to  sec. 4 o f the  bill.

Sec. 15. E xtends the  sunset da te  for the  A laska Public U tilities C om m ission until 
Ju n e  30, 1998.

Senator  T im  Kelly
April 26, 1994
Page 2

Sec. 16. R epea ls  the sep a ra te  sunset provisions for the  regulatory cost charge.



S en a to r  Tim  Kelly
April 26, 1994
Page 3

Sec. 17. A djusts th e  w ay in which the  term s o f m em bers o f  the  A P U C  a re  s taggered  
to  en su re  tha t no  m ore  than  o ne  com m ission m e m b er’s term  expires each  year.

Secs. 18 and 19. Provide th a t the am endm en t, in sec. 1, concern ing  how the  A P U C ’s 
pow ers a re  to  be  in te rp re te d  app lies only to  p roceedings begun on o r a f te r  the  
effective d a te  o f  sec. 1, w hich is se t in sec. 19 as July 1, 1995.

Sec. 20. July 1, 1994, effective d a te  for the rem a in d er o f th e  Act.

TC :pl:gc
94-339.plm



TO:

FROM:

DATE:

K e m p p e l, H u f f m a n  a n d  G i n d e r ,  P.C.

MEMORANDUM

David Hutchens, Executive Director, ARECA

Roger R. Kemppel, General Counsel for ARECA

July 21, 1993

S U B JE C T : APUC Sunset Audit/Negotiated Rulemaking

The attached draft legislation continues to use sim ilar, existing, federal agency 
legislation as a model but adapts the concepts to specifically apply to the APUC.

RRK:lka


