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LEGISLATION TO PROVIDE FOR THE ESTABLISHING OF NEGOTIATED RULEMAKING 
PROCEDURES FOR THE ALASKA PUBLIC UTILITIES COM M ISSION

SEC. I. Legislative findings.

The legislature makes the following findings:

(1) The C om m ission regu la tions or rules have increased  
substantially since the enactm ent o f the A laska Public U tilities 
Commission Act.

(2) The Commission currently uses rulemaking procedures that 
m ay d iscou rage  the a ffe c te J  p a rties  from  m eeting  and 
communicating with each other and may cause parties with different 
interests to assume conflicting and antagonistic positions and to 
engage in expensive and time-consuming litigation.

(3) Adversarial rule making deprives the affected parties and the 
public of the benefits of 'ace-to-face negotiations and cooperation in 
developing and reaching agreement on a rule. It also deprives them 
of the benefits o f shared inform ation, knowledge, expertise, and 
technical abilities possessed by the affected parties.

(4) Negotiated rulem aking, in which the parties who will be 
significantly affected by a rule participate in ihe development of the 
ru le, can p rov ide s ig n ifican t advan tages over adversaria l 
rulemaking.

(5) Negotiated rulem aking can increase the acceptability and 
improve the substance of rules, making it less likely that the affected 
parties will resist enforcement or challenge such ruler in court.

SEC 2. AS 42.05.___  Determination of need for negotiated rulemaking committee.

(a) Determ ination o f need by the Com m ission. The Com m ission shall establish a 
negotiated rulem aking com m ittee to negotiate and develop a proposed rule if  the chairm an 
determines that the use o f the negotiated rulemaking procedure is in the public interest. In making 
such a determination, the chairman shall consider w hether-

(1) there is a need for a rule;

(2 ) there is a reasonable likelihood that a com m ittee can be 
convened with a balanced representation o f persons who can 
adequately represent the interests that will be significantly affected 
by the rule and who are willing to negotiate in good faith to reach a 
consensus on the proposed rule;
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(3) there is a reasonable likelihood that a committee will reach a 
consensus on the proposed rule within a fixed period o f  time and 
will not unreasonably delay the issuance of the final rule: and

(4) the Commission, to the maximum extent possible consistent 
with the statutory obligations o f the Com m ission, w ill use the 
consensus o f the comir<ittpe with respect to the proposed rule as the 
basis for the rule proposed uy the C om m ission for notice and 
comment.

SEC. 3. AS 42.05.___  Publication of notice: applications for membership on committees.

(a) Publication o f notice. If the C om m ission estab lishes a negotiated  
rulemaking committee, the Commission shall publish a notice which shall include--

( 1) an announcement that the Commission intends to establish a 
negotiated rulem aking com m ittee to negotiate and develop a 
proposed rule;

(2 ) a description of the subject and scope of the rule to be 
developed and the issues to be considered;

(3) a proposed agenda and schedule for completing die work of 
the com m ittee, including a target date for publication by the 
Commission of a proposed rule for notice and comment; and

(4) an explanation of how a person may apply for m em bership 
on the committee.

The Com m ission shall provide for a period o f at least thirty (30) calendar days for the 
submission o f applications under this section.

SEC. 4. AS 42.05.___  Establishment of committee.

(a) If after considering com ments and applications submitted, the Commission 
determines that a negotiated rulem aking com mittee can adequately represent the 
interests that will be significandy affected by a proposed rule, the Commission shall 
establish a negotiated rulemaking committee.

(b) M em bership. The agency shall lim it m em bership  on a negotiated 
rulemaking committee to seven (7) members, unless the chairman determines that a 
greater number of members is necessary for the functioning of the com mittee or to 
achieve balanced membership. Each committee shall include at least one person 
representing the Commission.

(c) A dm inistrative support. The C om m ission shall p rov ide appropriate 
administrative support to the negotiated rulemaking committee, including technical 
assistance.



SEC. 5. AS 42.05.___  Committee activities.

(a) Duties of committee. Each negotiated rulemaking committee established by 
the Commission shall consider the matter before the committee and shall attempt to 
reach a consensus concerning a proposed rule with respect to such m atter and any 
other matter the committee determines is relevant to the proposed rule.

(b) Representatives of Com m ission on com mittee. The person or persons 
representing the Commission on a negotiated rulemaking committee shall participate 
in the deliberations and activities of the com m ittee with the sam e rights and 
responsibilities as other members o f the committee and shall be authorized to fully 
represent the Commission in the discussions and negotiations o f the committee.

(c) Selecting facilitator. The committee may select by consensus a person to 
serve as facilitator. A person designated to represent the C om m ission in 
substantive issues m, / not serve as facilitator or otherwise chair the committee.

(d) Report of committee. If  a com m m ee reaches a consensus on a proposed 
rule, at the conclusion o f negotiations the com m ittee shall transm it to the 
Commission a report containing the proposed rule. If the committee does not reach 
a consensus on a proposed rule, the committee may transmit to the Comm ission a 
report specifying any areas in which the com mittee reached a consensus. The 
com m ittee may include in a report any other inform ation, recom m endations, or 
materials that the committee considers appropriate.

(e) Expenses o f com mittee members. M embers of a negotiated rulem aking 
com m ittee shall be responsible for their own expenses o f participation in such 
committee.
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Cooperative Association, Inc.
703 W. Tudor Road, Suite 200 
Anchorage, AK 99503

Re: APUC Powers "Liberally Construed

Dear Dave:

You have asked w hether the " liberally  construed" language found in 
AS 42.05.141(a)(1) has any opera .ive effect: that is, whether the Alaska Supreme Court cites or 
relies upon this statutory language >n reaching decisions involving the APUC.

The answer is that both the APUC and the Alaska Supreme Court find it necessary 
to cite this statutory section in order to create APUC jurisdiction in matters not expressly conferred 
by the legislature.

The two most recent supreme court cases citing this statutory section of which I am 
aware occurred just last year. In February 1992, the Alaska Supreme Court issued its opinion in 
the case o f Far North Sanitation v. APUC , 825 P.2d 867 (February 7, 1992). In that decision, 
the court dealt with the question of the APUC's power to order interim refundable rates. The court 
quoted the APUC's argument that the legislature granted the APUC broad powers to accomplish its 
purposes and, further, provided that these powers should be liberally interpreted [citing AS 
42.05.141(a)(1)] but went on to state that, on the question of whether the APUC has authority to 
declare a rate interim and refundable after hearing, there is conflicting case law. The court 
concluded, however, that the APUC had such implied authority, again citing AS 42.05.141(a)(1) 
and stating:

A laska's statute m andates that the powers of the 
APUC be liberally construed.

Far North Sanitation v. APUC at p. 873.

Two months latei the court issued its opinion in Colville Environmental Services, 
Inc. v. North Slope Borough, 831 P.2d 341 (April 24, 1992), this time addressing the power of 
the APUC to attach conditions to a certificate of public convenience and necessity which conflicted 
with another state statute (AS 29.35.050). In concluding that the Comm ission had such power, 
the court again relied upon the liberally construed statutory language in reaching this result.
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David Hutchens 
July 23, 1993 
Page 2

In reaching its decision in Co lv ille , the Alaska Supreme Court cited its earlier 1991 
decision in Homer Electric Association  v. City o fK ena i, 816 P.2d 182, again discussing the effect 
o f AS 42.05.141(a) and concluding in part that that section stands for the proposition that the 
Comm ission's "powers to adjudicate are plenary, as broad as the specific provisions o f the act 
permit." HEA v. City o f Kenai at p. 186.

I have not attempted to completely research all o f the instances in which the APUC 
or the courts have relied upon AS 42.05.141 to expand the APUC's specific legislative powers, 
but I believe that the above cases illustrate that the courts have utilized this section on more than 
one occasion and have done so quite recently.

You should also note that the cases cited above have been decided both for and 
against the utility. That is to say that the existence of AS 42.05.141 (a)(1) has not always worked 
to the detriment of the utility, but I do think it is fair to say that it has always worked to expand the 
APUC's jurisdiction and power beyond that otherwise explicitly granted to it by the legislature.

If you have any further questions or wish me to com pile a more exhaustive list o f 
court citations, please feel free to contact me.

Sincerely yours,

KEMPPEL, HUFFM AN AND G IND ER, P.C.

General Counsel for ARECA



E l e c t r i c
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A R E C A
A s s o c i a t i o n ,  I n c

E le c tr ic  S e rv ice  lo r  300,1)00 A la skan s

Sen. Tim Kelly
716 W. 4th Ave., Suite 400
An. to rage, AK 99501-2133

Dear Sen. Kelly:

For many years, the APUC has tended to expand the authority it exercises, and the courts 
have permitted this expansion to take place. The reason for this is the provision in AS 
42 .05.141(a)(1) that directs that "the powers o f  the commission shall be liberally 
construed . . . "  This can work either to the advantage or disadvantage o f  the regulated 
utility, but in either case, we do not think it is appropriate. We have long believed that a 
more appropriate directive would be that "the powers o f  the commission shall be those 
specifically conferred by the legislature or necessarily implied from those specific grants o f 
authority."

W e have long believed that this power to define the role o f  the commission should rest 
with the legislature rather than the commission itself, but this issue now takes on much 
more critical importance. Now that the commission is funded primarily by a variable tax it 
imposes on the utilities called the "regulatory cost charge," the commission potentially has 
the resources to fund whatever level o f regulation it wishes to develop. No agency o f  
state government should have that kind o f  power.

Enclosed is a letter from Roger Kemppel, our attorney, which details a few recent 
examples in which the commission and the courts relied on the "liberally construed" 
language to expand their authority.

We ask that this section be amended so that the legislature reclaims its appropriate 
authority over the commission.

D E M O C R A C Y  IN A C T IO N

I am pleased to know that you plan to schedule consideration o f APUC Sunset Review for 
early September. Our association has three priority issues we would like for your 
committee to consider in this review. One o f  these issues is also raised by the Audit 
Report.

APUC Powers Liberally Construed



Negotiated Rulemaking

Negotiated rulemaking is authorized at the federal level, and it is being used there with 
increasing frequency. Without any special authorization, the Alaska Department o f 
Environmental Conservation has also used this tecimique quite effectively. We think this 
approach to rulemaking has considerable merit at the APUC as well. The problem in 
implementing that approach at the commission without legislative directive is that it would 
violate existing rules o f  procedure at the commission which presume adversarial 
pioceedings.

The federal energy legislation o f 1992 contained a requirement that s ate regulatory bodies 
consider implementing "integrated resource planning." Negotiated rulemaking could be 
particularly useful in complying with that requirement.

Regulatory Cost Charge

This association objects to the whole idea o f  this special tax on utilities. We think that 
operations o f  the APUC should be paid for from unrestricted general revenue funds. 
However, if  one assumes that the RCC will stay in place in some form, our concern is the 
same as that o f  the auditor: There has to be some way to make the allocations o f  cost 
under the RCC more equitable.

The audit report recommends that a timekeeping system be established which would be 
used to allocate responsibility for the RCC the next year. The commission objects to this 
recommendation because they think this timekeeping would increase their costs 
significantly. Because the industry is paying the commission's bills, we also have to be 
sensitive to their costs. So although we are in complete agreement with the audit report in 
how it defines the problem, we are ambivalent about the cure it recommends

We recommend a more direct approach to solving the problem. Cur proposal is to 
reconsider the amendment submitted by then Rep. Bert Sharp in the House Finance 
Commitlee when the RCC as it exists today was being drafted. The Sharp proposal was 
to adjust the gross electric revenues by deleting the cost o f  power before the RCC is 
calculated. The rationale for doing this is that the distribution function o f  an electric 
utility, without the cost o f  the electricity itself added in, is comparable to the service 
provided by a local telephone exchange. By deleting the cost o f  power from the 
calculation, a great deal more fairness between telephone and electric would be introduced 
into the system.
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As the RCC calculation exists now, electric paid 39% o f the total in FY 93, and that will 
increase to  43% o f  the total for FY 94. By contrast, the audit report estimates that 
telephone companies account for 43% o f the workload while under the FY 94 plan they 
will be paying oniy 21% o f  the RCC. If  the Sharp amendment were in place, the share o f  
RCC for electric would drop to approximately 28% while the share for telephone would 
increase to approximately 27%.

I look forward to discussing these and other proposals which may be under consideration 
when your committee meets on APUC sunset review.

Sincerely,

David Hutchens
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DEPARTMENT OP COMMERCE AND ECONOMIC DEVELOPMENT

September 21, 1993

Senator Tim Kelly
716 West 4th A venue, Suite 400
Anchorage, Alaska 99501-2133

Dear Senator Kelly:

As an individual com m issioner, I am responding to the letter A R E C A  wrote you 
on August 2, 1993, concerning the A P U C  Sunset R eview  with the enclosed report.

The report recommends:

a cooperative effort o f  A R EC A  and A PU C  to dev ise  a m Jtually 
agreeable "negotiated rulemaking" process:

retention o f  existing statutory language governing A P U C  powers and 
duties:

a review o f  the regulatory cost charge from the point o f  v iew  o f  all 
utilities, to ensure equity and fairness among all utility sectors.

Please give me a call i f  you have any questions.

Sincerely,

Com missioner

Enclosure

cc: Senate Labor and Com m erce
Chairman Schroer
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R E V IE W  S U M M A R Y

Review o f ARECA Proposals
September 21, 1993

This review will examine the A R EC A  proposals contained in the 
September 2, 1993, letter to Senator Kelly concerning the A PU C s  
sunset review.

The report w ill cover the fo llow ing areas:

I. A P U C  Powers & Duties*
A. Introduction 
3 .  Relevant Cases
C. A R EC A  Proposal
D. Summary

II. Negotiated Rulemaking*
A. A RECA Proposal
B. Is legislation necessary?
C. National Energy Policy Act o f  1992

III. Regulatory Cost Charge
A. Legislative A udito r Proposal
B. Commission Position
C. AREC A  Proposal
D. Pair and Equitable Solution

‘Legal research provided by Virginia Rusch, Attorney General’s Office.



R eview  o f  A R E C A  F ro p o sa ls  
S ep tem ber  21 , 1993

APUC PO W ER S &  D U TIES

Introduction:

The general powers and duties o f  the C om m ission  are prescribed in 
AS 4 2 .0 5 .1 4 1 .  The initial clause states:

The A laska P ub lic  U tilitie s Com m ission may (1) 
regulate every p ub lic  u tility  engaged o r  p roposing  to 
engage in  such a business in s ide  the state, except to 
the extent exempted by A S  42.05.711, end  the powers 
o f  the commission sha ll be lib e ra lly  construed to 
accom plish  its stated purposes, [emphasis added]
(AS 42 .05 .141(a)(1))

Relevant Cases:

A computer search o f  published Alaska Supreme Court decisions  
show s the "liberally construed" clause is mentioned in eight cases.

Six cases are appeals from decisions o f  the com m ission. Two cases  
cam e from court cases where a utility argued that various issues  
w ere under the commission's jurisdiction.

O f  the eight cases, the court determined that the commission had  
au th or ity  in four o f  the cases to do the following:

o  grant a utility certificate to perform daily refuse
collection. (C olv il’e Environmental Services, Inc. v. 
N orth Slope Borough. 831 P .2d 341 , 346)(1992)

o  make a utility’s rates interim and refundable after a
hearing. (Far North Sanitation, Inc. v. Alaska Public 
Utilities Com m ission. 825 P .2d 867, 869 , 872)(1992)



Review o f ARECA Proposals
September 21, 1993

o  adjudicate the reasonableness o f  conditions for a
utility’s use o f  a right-of-way, including w ho has to
bear the cost o f  relocating utility facilities when caused
by a municipality’s own improvement project, (Horner 
Electric Association v. City o f  Kenai. 816  P .2d 182, 
1 8 5 -1 8 7 )0 9 9 1 )

o  allocate, under AS 4 2 .0 6 .6 1 0 ,  the costs o f  temporary
counsel hired to represent the com m ission  in pipeline 
rate proceedings. (Amerada Hess Pipeline Corp. v. 
Alaska Public Utilities C om m ission . 711 P .2d 1170, 
1 1 8 2 )0 9 8 6 )

APUC POWERS & DUTIES

Relevant Cases (continued):

The court found the commission did not have authority:

o  over classified advertisements in ye llow  pages.
(Municipality o f  Anchorage v. Locker. 723 P .2d 1261. 
1 2 6 4 )0 9 8 6 )

to decide whether a borough could regulate its rights- 
of-w ay, including construction. (Greater Anchorage  
Area Borough v. City o f  A nchorage. 5 0 4  P .2d 1027, 
1033)(1972)

o  to allocate, under AS 42 .05 .651 (a ) ,  costs o f  the
assistant attorney generals assigned to the com m ission.  
(Homer Electric Association v. Alaska Public Utilities  
C om m ission. 756 P .2d 874. 879)(1988)

o  to deny a rate increase necessary to meet municipal
bond covenants. (Alaska Public Utilities Com m ission  
v. Municipality o f  Anchorage. 555 P .2d 262 ,  
265)(1976)
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Review o f ARECA Proposals
September 21, 1993

A m ong the cases in w h ich  the co u rt re lied  upon  tne " libe rally  
construed" language to co n c lu d e  the co m m ission  has a u th o rity , two 
are cases where a utility was the prevailing party .

O vera ll, the co u rt has fo llow ed  the in te rp re ta tio n  se t ou t in C ity  o f  
K en a i. w here  the co u rt said :

This provision [AS 42.05.141 (a)(1)] presents two 
guiding principles fo r  determining the extent o f  the 
APU C’s jurisdiction under specific provisions o f  the 
Act. On the one hand, it includes a principle of 
limitation, restricting the APUC's power to the specific 
jurisdictional areas o f  its "stated purposes. " On the 
other hand, it includes a principle o f  expansion, 
mandating that the A P U C ’s power to act within its 
specific areas o f  jurisdiction "is to be liberally 
construed."

APUC POWERS & DUTIES

Relevant Cases (continued):

A R E C A  P roposa l:

A R E C A  suggests the e lim in a tio n  o f  the ph rase  " lib e ra lly  construed"  
is needed to  avoid  a s itua tion  w here :

o  the p o w er to d efin e  the ro le  o f  the co m m issio n  rests
w ith  the com m issio n  and not the leg isla tu re :

o  the com m issio n  has the po ten tial to  fund w h a tev e r level
o f  regu la tion  it w ishes to develop .

Both o f  these reasons are flaw ed in that they fail to ack n o w led g e  the 
ro le  o f  the leg is la tu re  in the p ro cess .
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T he flaw  w ith A R E C A ’s firs t co n ce rn  is that the co m m iss io n ’s 
ju risd ic tio n  is c learly  lim ited  by the A laska S uprem e C o u rt to  
specific  ju risd ic tio n a l a reas o f  its stated  purposes. T he  sta ted  
p urposes a re  the statu tes passed  by the L eg is la tu re . Thus, 
commission and the reviewing courts define its role within the 
specific grant o f authority provided by  the legislature.

R ecen t Exam ple: H ealy  C oal P ro ject. T h e
com m ission  declined  to con sid er "env ironm ental 
ex ternalities"  b ecause  the re  w as not a c lea r g ran t o f  
au th o rity  from  the leg is la tu re  to do  so.

T he  flaw  w ith  A R E C A ’s second  concern  is that is p resum es tha t the 
L eg is la tu re  does not rev iew  and ap p ro v e  the C o m m iss io n ’s b u d g e t 
ev ery  y ear. T h is  is c learly  in co rrec t. A change in fund ing  so u rce  
from  g en era l fund to p ro g ram  receip ts does not d im in ish  the  
L eg is la tu re ’s pow er to con tro l ex pend itu res. T he  budget m ust still 
be subm itted , rev iew ed , and  app ro v ed  every  year.

A reasonab le  argum ent can  be m ade that the change in fund ing  
sou rces w ill increase the level of overs ig h t o f  the exp en d itu res  by 
those pay ing  the bill. I f  the State o f Alaska imposed an i icome 
tax, one m ight expect the scrutiny over expenditures to i n c r e a s e , 
not decrease.

Review o f ARECA Proposals
September 21, 1993

APUC POWERS & DUTIES

ARECA Proposal (continued):

S um m ary :

In su m m ary , as a m atte r o f  law  and practice , the co m m ission  
o pera tes  w ith in  the "stated pu rposes"  set out by the L eg is la tu re . 
W ith in  those pu rposes the com m ission  is g iven flex ib ility  to 
accom plish  the goals o f  the L eg isla tu re . T here  is no com pelling  
reason  to change  the c u rren t sta tu te . It w orks to  p ro tec t ra tep ay ers .
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N EGO TIATED  R U L E M A K IN G

T he A R E C A  proposal is derived  from  5 U .S .C .A . §§ 561-570 , the 
federal "N egotiated  R ulem aking  A ct o f  1990." A R E C A ’s p roposal 
is s im ila r to the federal act, but d iffe rs  in be ing  specific  to the 
A PU C  w hereas the federal act is app licab le  to all the federal 
g o v e rn m e n t’s adm in istra tive  agencies.

In A laska  S tatu tes, the term  "negotiated  ru lem ak ing" does not appear 
any w h ere . T he subject w as recen tly  debated  in  the A dm in istra tive  
L aw  S ection  o f  the A laska B ar A ssocia tion .

T he "regu lations atto rney" in the A tto rn ey  G e n e ra l’s O ffice. 
D eborah  B ehr. has indicated  that A D E C  and the M edicaid  Rate 
C om m ission  have had som e ex p erience  in this a rea . She ind icated  
tha t the nego tiating  g roup  had to be trea ted  like a state agency 
(no tice o f  public m eetings, e tc .) at e v e ry  step  and that the process 
w as cu m b erso m e and slow .

C onstitu tional concerns arise  if the nego tia to rs  (includ ing  private  
parties) actually  have the final say ab o u t the form  o f  the regu la tion  
o r w h e th e r it w ould be adopted . T h e  constitu tional issue is that an 
a g e n c y 's  po licy  setting au thority  canno t be delegated  by the agency. 
N o r can  the legislature give po licym ak ing  p o w er to a g roup  w hich 
has not been  appointed and con firm ed  by the leg islatu re  in 
acc o rd an ce  w ith the constitu tion  o r app licab le  sta tu te .

A R E C A ’s p roposal also con tem pla tes s ign ifican t changes from  the 
cu rre n t g o vern ing  si itutes o f  the A P U C . U nder ex isting  statu tes, the 
C o m m issio n  requ ires a quorum  fo r o fficial ac tions. U nder the 
p ro p o sa l, the C hairm an  could  ac t un ila tera lly  10 req u ire  the 
com m issio n  to establish  a negotiated  ru lem ak ing  com m ittee . T his 
w ou ld  be the first explicit leg isla tive  g ran t o f  au thority  to the 
C h a irm an  in  A laska S tatutes.

Review ol ARECA Proposals
September 21, 1993

A R E C A  Proposal:

7



Review o f ARECA Proposals
September 21. 1993

N E G O T IA T E D  R U L E M A K IN G  

Is leg isla tion  necessary?

C o n tra ry  to the A R E C A  assertion , nego tiated  ru lem ak in g  w ould  not  
v io late ex istin g  ru les o f  p ro ced u re  at the com m ission . In 
ru lem ak in g , the com m ission  is bound  by the A laska  A dm in istra tive  
P ro ced u res  A ct ju s t like o th e r agenc ies. T o  the ex ten t tha t any state 
agency has the au thority  to use v ario u s  nego tia ted  ru lem ak ing  
ap p ro ach es, the com m ission  has tha t sam e au th o rity .

No leg isla tion  is requ ired  to undertake  any  o f  a varie ty  o f  negotiated  
ru lem ak ing  p ro ced u res . All that is requ ired  is fo r a p roposa l to be 
b rough t fo rw ard  that is consisten t w ith  the A laska  A dm in istra tive  
P ro ced u res  A ct.

N ational E n erg y  Policy A ct o f  1992:

A R E C A  suggests  that negotiated  ru lem ak ing  cou ld  be particu la rly  
useful in com ply ing  w ith the N ational E nergy  Po licy  A ct o f  1992. 
T he A ct req u ire s  the com m ission  to co n sid er im p lem en ting  in tegrated  
resou rce  p lan n in g .

1 ag ree .

T he use o f  a negotiated  ru lem ak ing  p rocess m akes sense w here:

o  the stakeho lders  can be iden tified :

the stakeho lders  can p rov ide  know ledgeable 
rep resen ta tiv es  w ho can  com m it the tim e necessary  to 
d o  the w ork :

the issues are com plex  and dec ision  m akers w ould  be 
aided  by a consensus on the facts to the ex ten t 
possib le .

8



Review o f  ARECA Proposals
September 21. 1993

N ational E nergy  P olicy  A ct o f  1992 (continued):

A n u m b er o f  u tilities have already  begun to co n s id e r  in teg ra ted  
reso u rce  p lann ing  in one form  o r ano ther. Som e o f  those  h ave  used 
a form  o f  "nego tia ted  ru lem ak ing" to develop  th e ir  p lan .

G olden  V alley E lec tric  A ssociation  (G V E A ) has d em o n stra ted  
co n siderab le  success in this area . G V E A  b rough t to g e th e r a  broad  
g ro u p  o f  know led g eab le  rep resen ta tives to ad d ress  in teg ra ted  
resou rce  p lann ing  fo r itself. T he resu lts  included  a d em and  side 
m anagem ent p lan  that is slated to d e liv e r a no ticeab le  sav ings  to the 
u tility  and its ra tep ay ers . M ike K elly , G eneral M an ag e r o f  G V E A . 
is to be com m ended  fo r his e ffo rts  in this area .

A laska E lec tric  L igh t &  P o w er has also  been  active  in rev iew in g  and 
im plem en ting  dem and  side  m anagem ent p rog ram s

O th er u tilities have s ta rted  to co nsider various aspec ts  o f  in teg rated  
resou rce  p lann ing . T h e  p rogram s are  g enera lly  in the  ea rly  stages 
o f techn ica l d ev e lo p m en t and public invo lvem ent.

T he N ational E nergy  Policy Act m andate  to sta te  pub lic  utility  
com m issions to rev iew  in tegrated  resource  p lann ing  p resen ts  an 
opportun ity  fo r the u tilities, the com m ission , and th e ir constituen ts  
to w o rk  to g e th er and reduce  the long-term  cost o f  en erg y .

In the sp irit o f  coop era tio n  it m ay be m ore p roductive  fo r the u tilities 
and the co m m ission  to w ork  toge ther and see if  they can  dev ise  a 
m utually  ag reeab le  "nego tia ted  ru lem aking" p rocess b e fo re  seek ing  
sta tu to ry  ch anges.

NEGOTIATED RULEMAKING



R E G U L A T O R Y  C O ST  C H A R G E

L egislative Sunset A udit P ro p o sa l:

T he  leg isla tive  au d ito r reco m m en d ed  that the co m m ission  adop t a 
system  tha t w ou ld  allow  d ire c t track in g  o f  co m m ission  tim e and 
expense  on an in d u stry  by in d u stry  basis. Such  a sy stem  w ould  
req u ire  the co m m ission  to keep  d e ta iled  tim e and  expense  reco rd s  to 
enab le  an accu ra te  a llocation  be tw een  u tilities.

Review of ARECA Proposals
September 21. 1993

C om m ission  Position:

T he com m ission  ex p ressed  so m e co n ce rn  tha t the  add itiona l level o f  
deta il m ay not be w orth  the e x tra  ad m in is tra tiv e  o verhead .

A typical annual residence  in an u rb an  a rea  in  A laska m igh t pay 
som ew here  be tw een  S2500 - S3500  a y e a r fo r  e lec tr ic ity , gas, 
te lephone , sew er, w ater, and  g arb ag e  se rv ice . A t th is y e a r ’s 
reg u la to ry  cost ch arg e  rate  o f  0 .4 % , a typical customer would pay 
an annual regulatory cost charge o f somewhere between $10 - 
$14. R elatively  sm all shuffles in the reg u la to ry  cost ch arge  betw een  
u tility  secto rs  do  not seem  to be  cost effec tive

A R E C A  Proposa l:

A R E C A  seeks an exem ption  fo r the cost o f  po w er. W hat th is m eans 
p rec ise ly  is d ifficu lt to d e te rm in e  s ince  the re g u la to r /  cost ch a rg e  is 
assessed  on rev en u es  w hich a re  re la ted  to the p rice . P rice  does not 
equal cost. T h e re  are p ro fits , o p era ting  ra tio s1, and ra te  design  
consid era tio n s  w h ich  m ake the A R E C A  app ro ach  p ro b lem atic .

‘O p era tin g  R atios is used to  include item s like T im es In te rest E a rn ed  R atio  (T IE R ), 
D eb t S erv ice  C o v erag e  (D S C ), o r  M arg ins fo r In terest (M F I).

10



Review of ARECA Proposals
September 21, 1993

R E G U L A T O R Y  C O S T  C H A R G E  

A R E C A  P roposa l (continued):

T he ra tio n a le  o ffered  for the exem ption  is im ag inative  -  the 
d is trib u tio n  system  o f  an e lec tric  system  is like a d is trib u tio n  system  
o f  a te lephone u tility  and th e re fo re , the cost o f  p o w er shou ld  be 
exem pt. U nfo rtu n a te ly , i f  the "cost o f  pow er"  ex em ption  is g ran ted  
on these  g ro u n d s , the analogy can  be w ired  in rev e rse  -- the 
te lephone u tilities can ask  for an  exem ption  for the costs associated  
w ith th e ir  sw itch ing  function since th e ir  d is trib u tio n  system  is like an 
e lec tric  system  and the cost o f  p o w er fo r e lec tric  u tilities w as 
exem pted . S w itch ing  is a substan tia l co st c en te r fo r te lephone 
u tilities.

U ltim ate ly  the a ttem p t by one u tility  sec to r to ex em p t itse lf  is a zero  
sum  g am e. A ny  exem ptions these u tilities rece iv e  w ill re su lt in 
h ig h e r ra te s  to every o n e  else . T h is resu lts  in v ery  little  change to 
those w ho  are  pay ing  the bill -- the ra tep ay ers . T h e  ra tep ay ers  w ho 
typ ically  have both  te lephone and e lec tric  u tility  serv ice .

F a ir  and E q u itab le  Solution:

If  the leg is la tu re  feels there is a sign ifican t p rob lem  in equ ity  
betw een  u tility  sec to rs , it could be so lved  by look ing  at it from  the 
po in t o f  v iew  o f  all u tility  secto rs.

T he leg is la tu re  could  request that the com m ission  w ork  w ith  all 
utility sectors and pipeline carriers to  develop  a m utually  ag reeab le  
p ro p o sa l and  s b m it enab ling  leg isla tion  in Jan u a ry  to the com m ittees 
o f  ju risd ic tio n .

11
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W ID I PROPOSED ELECTRIC EXCLUSION (3/5/93 WORK D R A FT  J) 

COST O F POW ER =  FU E L + PURCHASBD POWER 

JULY 1,1993 - JUNE 30,1994

LINE U T IL IT Y  GROSS REVENUES

SECTOR
1992 Revenue 

(Actual)
Percent RCC

<l-21>

Estimated

RCC

1 Electric $226,276,158 0538% $1,216,670
2 Gal 114,199,505 0538% $614,042
3 Refute 20,656,122 0.538% $111,066
4 Waslcwater 20594529 0.538% $110,734
5 Local Exchange Telephone 78,815,789 0.538% £413,694
6 Inlcrcxchange Tejr-'hone 92,130,745 0.538% $495580
7 Cable 502500 0.533% $2,702
8 Waler 24,097,453 0538% $129570
9 Pipeline 111,838,906 0.538% $601550

in TO TA L $689,131,507 $3,705,410

FO R M U LA  FOR COMPUTING RCC: RCC = (11. E + X)/G R

i i D = APUC Budget $3,624,200

12 E = Estimated Actual Coat Charges ($100,000) + First (100,000)
13 Quarter Estimated Collections

14 X  =  Allowance for Uncollectibles -  5% x APUC Budget 181510

15 T O TA L TO BE REC O VER ED $3,705,410

16 GR =  Utility Grocu Receipts 05377% NEW  RCC R ATE
17 Full Year (1.10) $689,131507 0.538% New (Rounded)
18 0.455% Old RCC R ile  

0.083% Difference

19 FY94 Estimated Revenue Base

20 RCC Percent (1.15/1.19)

21 RCC PERCENT R O U N D E D  

COM PUTATION PER ELECTRIC kWh

22 1 992 Electric Gross Retail Revenue (1.1)

23

24 TIMES: RCC (1.21)

25 Amount Derived from Electric (1.23 x 1.24)

26 1992 Electric Rclail kWh
27

689,131.507 18.2% %  Change

0 .5 3 7 6 9 3 %

0,538%

5226,276,158

0.538%r

51,643,270 RCC Electric Share for F Y  94 

1,216.670 Revised RCC Eleclric Share 

5426,600 Dilference

192,416 lxss Legislative Audit Compulation of Electric Overpayment 

(Sunset Audit, page 8)

$234,184 Difference

$226,276,158

3.644576,595

28 H a i r  n e t  VW1> /I " K  / 1 77V rn a a a ii$
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SECTION HEADS

Chief Util ity Engineer 

. ComraoiCommon Carrier Specialist 
✓r I Conanon Carrier Specialist
//p/ j Common Carrier Specialist

Consumer Protection & 
Information officer III

Utility Financial Analyst IV

Utility Tariff Analyst I I I

PCN 08-6003 Mike Tavella

PCN
PCN
PCN

08-6035
08-6059-
08-6028

Lori
Phil
Bill

Kenyon 
Treuer / 
Marshall

PCN OE—6023 Mike Neiswonger

PCN 08-6005 Joe Franco

PCN 08-6041 Judy White
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Utilities Affected by Changing Gross Revenues 
$100k -+ 200k throughout 

AS 42.05.711

Gas None 

Refuse

Interior Services - Ralph E. Bartlett d.b.a 
revenues serves Chena Hot Springs.

$204 4 ̂ 72 gross

V - '
Cable None

Mater None - 711(g) gives option to vote to deregulate if gross 
revenues are below the limit, currently set at $100,000. No 
regulated water utilities have current gross revenues between 
$1 0 0 , 0 0 0  and $200,000 (please see attachment).

B O B a n 7 . v  ■, .or—r- -■



W a t e r  U t i l i t i e s  G r o s s  O p e r a t i n g  R e v e n u e s
(1992 Calendar Year)

Not Plant1 (

(Gross Operating Revenue Greater ThBn $1,000,000) 

Anchorage WatBr and Wastewater Utility,

AK PUB U T IL  COMM

Municipality of Anchor?;.-:? d/b/a 
Barrow Utilities and Electric 

Cooperative, Inc.
Colleoe Utilities Corporation3

$92,39\452
105,202

4,250,048

$95,746,702

(Gross Oporating Revenue Less Than $500,000)

Alpat Water Utility Company 
Chugiak Utilities 
Dawn Development Corporation 
Eaplo Utilities, Inc.
Eklutna Utilities, Inc.
Kwik Log Water System,

Myron Allen Newton d/b/a 
Matanuska Utility Company, Inc. 
McGahan Utilities. Inc.
McKinley Utilities, Inc.4 
N.L.T. Water Co., Inc.
Norfolk Utilities, Inc.
PUI Acquisition Corporation 
Potter Creek Water Company 
Sandlake Services, R.J. &

Clara Rhodes d/b/a 
Snowshoe Water Company,

B&J Ventures d/b/a 
South Central Utilities, Inc.
Spenard Heights Water System, 

Wayne Cates d/b/a 
Swiss Castle Estates Water Works, 

Ronald P. Alieva d/b/a 
Trillium Corporation 
Valley Water Company, Inc.6

Subtotal
TOTAL

78,119
57,397
44,743
7,561

468,517

54,174
12,089

0
57.313

537,657
8,548

109,346

18,247

27,950
49,642

26

28,851
6,894

302,918

525,329,357

4,717,951
1,596,677

$31,643,985

Users

? 309,395 42,000
633,247
260,647

$ 1,869,992
$98,616,694

1. Ravanue eln̂ inn pur 3 AAC 48.277.
2. Net of eoMribuiions.in-oid-of.constrviction which conaiot 
of nsnacsments or orents from customois or other sourcas 
which oro uaod (o fund plant construction costs.

26,008
58,650
50,348
37.741

290,676
Information n

10,491
28,735
10,507
7,055

358,774
8,039

28,567

20,363
14,072
24,340

17,032

9,199
5,208

186,779

15,931 
12,049 
(6,618) 

(155) 
(50,073)

eft provided.
6,113 
(3,526) 
(3,990) 
(1,462) 
73,788 
2,629 

(4,269)

9,273

(798) 
1,479

(2.356)

(6,460) 
(6,484) 
(7,469)

$ 1,201,184
$32,845,169

. Information presents 

. Information prossnt«{f 
! I. Information presents

>7,602

734
44,381

$1,203,289 44,381

80
199
158
88

664

19 
90 
37 
33

2.940
145
68

137

28
60

28

20 
63

161

5,018
$1,230,891 49,399

I for yoer ending 11/30/92.
for year ending 4/30/93.

1 for year ending 3/31/93.

© 003/003

76



0 3 /0 0 /9 4  1 2 :1 1  © 9 0 7  27b' 0160 AK PUB UTIL COMM

B:R C C C O f

^C O M P U T A T IO N  O F  R E G U L A T O R Y  COST C H A R G E  (RCC) 

J U L Y  1,1993 - JU N E  31), 1994

L IN E  U T T L irY  GROSS R E V E N U E S

13

17

18

1992 Revenue 1992 Revenue Percent RCC Estimated

SEC TO R (Actual) 9 Months(.784) (1.21) RCC

Electric 2173.285,799 $135,856,066 0.586% 5796,627

Gas 114,199,505 S89.532.412 0.586% 524.996

Refuse 20,656,122 S 16,194.400 0.586% 94,960

Wastewater 20.594,329 516,145,954 0.586% 94,676

Local Exchange Telephone 78,835,789 561,807,259 0.586% 362,423

In :erexcbange Telephone 92,130,745 572,230,504 0.586% 423,542

Cable 502,500 $393,960 0.586% 2,310

Wafer 24,097,453 S 18,892,403 0.586% 110,780

Pipe! te 111,838.906 387,631,702 0.586% 514,144

T O T A L S636.141.148 5498,734,660 52,924,458

F O R M C T A  FO R  C O M P U T IN G  RCC: RCC =  (B E +  X ) /G R

B =  A P U C  Budget 53,624,200

F, =  Estimated Actual Cost Cliarg l-s (S 100,000) +  First (100,000)

Quarter Estimated Collections (S 1,000,178) (780,952)

X  -  Allowance for Uncollectibles =  5% x A P U C  Budget 181,210

T O T A L  T O  BE R E C O V E R E D S2,924,458

G R  -  Utility Gross Receipts

Full Year (1.10) S636,141,148

F Y  1994 (9 months) 78.4%

FY94 Estimated Revenue Base 498,734,660

R C C  Percent (1.15/1.19) C
0.586376%

21 R C C  P E R C E N T  R O U N D E D  

C O M P U T A T IO N  T E R  E L E C T R IC  kWh

22 1992 Electric Gross Retail Revenue (1.1)

23 1992 Prorated tit 78.4

24 T IM E S : RCC (1.21)

25 Amount Derived from Electric (1.23 x 1.24)

26 1992 Electric Retail kW h

27 1992 Prorated at 78.4%

0.586%

5173,285,799

S135,8S6,066

0.586%

796,637

3,644,576,595

2,857,348,050

28 Rate per kWh (1.25 / J.27) S0.000279
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B \  R  c c  D  f P R

Kit^J^lh^m^WlreCRcl Adjusted
Pursuant Fuel Cost Adjusted 1992 Net Revenue

ELECTRIC UTILITIES To U-93-46 APUC AR Net Revenue Depredation Excludes

Utility Total RCC Gross Page 321 Excludes Expense Cost/l'owcr
APUC Rcporte Exclusions Revenue Lines 62/75 Cost/Power & Depr.

AEG&T 36,936,890 36,936,890 0
AEL&P 20,687,445 208,759 20,478,686 6,964,788 13,513,898 2,558,528 10,955,370 061

Arctic 4,989,775 109,116 4,880,659 2,102,626 2,778,033 735,030 2,043,003

a v e c 15,495,214 55,714 15,439.500 4,355,766 11,083,734 2,444,403 8,639,331

Bethel 6,195,207 167,641 6,027,566 3,182,833 2,844,733 304,298 2,540,435

Chugach 117,641,030 41,945,250 75,695,780 18,159.498 57,536,282 16,455,180 41,081,102

CVEA 8,737,519 9,385 8,728,134 3,658,659 5,069,475 747,881 4,321,594

GVEA 47,130,410 2,124,754 45,005,656 13,703,159 31,302,497 5,677,446 25,625,051

HEA 36^19,209 1,070,461 35,248,748 17,590,517 17,658,231 3,558,277 14,099,954

Kodiak 16,220,190 48,187 16,172,003 7,659,677 8,512,326 #2,435,511 6,076,815

MEA 40,463,624 1,059,486 39.404,138 19,469,330 19,934,806 3,442,273 16,492,535

MT-&1’ 67,S33,105 1,061,135 66,471,970 22.745,706 43.726,264 11,874,391 31,851,873

AP&T 5,013,760 478,406 4,535,354 1,574,088 2,961,266 #  683,026 2,278,240

Barrow(Dereg93 0 0 0

Kotzebue 3,225,820 15,958 3,209,862 1,167,900 2,041,962 *  483,407 1,558,555

Aniak 796,926 698 796,228 218,452 577,776 /^ T 19,912 457.864

G&K 1,109,132 0 1,109,132 290,600 818,532 167,036 651,496
Gwitchyaa 4/92 629,705 2,138 627,567 238,597 388,970 94.512 294,458

HL&P 1,490,177 4,008 1,486,169 545 748 940,421 223,818 716,603

McCrath 973,171 65,558 907,613 545,748 361,865 136,687 225,178

Sand Point 1,053,533 0 1,053,533 288,000 765,533 \ 158,663 606,870

Tanana 576,183 18,721 557,462 195,078 362,384 \ 83,954 278,430

Unaiakleel 825,975 18,883 807.087 140,802 666,285 ^  
1

I 121,548 544,737

Betties 424,839 1,534 423,305 77,141 346,164 J 63,750 282,414

Far North 152,422 773 151,649 26,948 124,701 /  22,838 101,862

GustavuS 458,937 622 458,315 108,855 349,460 /  69,022 280,438

Manley 199,069 199,069 23,263 175,806 29,980 145,826
M nEC 471,429 11,188 460,241 144,462 315,779 69,313 246,466

Napakiak 253,220 14,963 238,257 132,213 106,044 35,882 70,162
»

Northway 373,967 373,967 120,743 253,224 56,320 196,904

r u i 465,371 465,371 50,182 415,189 \ 70,085 345,104

Teller 447,465 447,465 102,949 31,516 67,383 277,128

437,290,719 85,430,223 351,860,486 12.5,584,328 226,276,158 52,990.358 (173^285,799 ]

* Chugach $41,945,250 exclusion includes cost of power for wholesale and economy energy 
$18,159,498 exclusion attempts to add back that portion of orig exclusion associated 
with cost of power previously excluded.



E le c tr ic  U t i l i t ie s

E l e c t r i c  U t i l i t i e s
(1991 Calendar Year)

Revenues1

Utility
Net Plant Total Revenues Net Income Users

(Gross Operating Revenue $5,000,000 or Greater)

Alaska Electric Generation &
Transmission Cooperative, nc. $ 15,132,391 $ 36,107,128 $ 520,344 1

Alaska Electric Light and Power
Company 39,698,352 20,393,975 2,359,645 12,580

Alaska Village Electric Cooperative, Inc. 27,702,360 14,422,892 2,055,036 5,317
Arctic Utilities, Inc. 2 7,408,846 5,438,438 165,654 65
Bethel Utilities Corporation, Inc. 2,940,363 5,837,208 253,258 1,796
Chugach Electric Association, Inc. 405,044,506 113,063,777 6,528,017 61,069
Copper Valley Electric Association, Inc. 13,823,094 8,772,239 761,652 2,747
Golden Valley Electric Association, Inc. 129,119,361 44,786,188 4,921,758 26,569
Homer Electric Association, Inc. 85,626,945 33,936,610 2,124,098 18,173
Kodiak Electric Association, Inc. 42,O ^ ,649 16,037,039 1,685,511 15,154
Matanuska Electric Association, Inc. 97,965,827 39,421,396 4,718,151 29,008
Municipal Light & Power Department,

Municipality of Anchorage d/b/a 141,035,282 69,064,766 2,545,094 29,144

Subtotal $1,007,576,976 $407,281,656 $28,638,218 191,623

Alaska Power & Telephone Company 
Barrow Utilities and Electric 

Cooperative, Inc.
Kotzebue Electric Association, Inc.

Subtotal

Aniak Light and Power Company, Inc. 
G & K, Inc.
Gwitchyaa Zhee Utility Company3 
Haines Light and Power Co, Inc. 
McGrath Light & Power Company4 
Sand Point Electric, Inc.
Tanana Power Company, Inc. 
Unalakleet Valley Electric Cooperative, 

Inc., Matanuska Electric Assoc., 
Inc. d/b/a

Subtotal

i n  $1,500,000 but Less Than $5,000,000)

$ 6,735,677 $4,531,539 $1,104,194 1,957

4,599,233 1,989,787 153,281 1,357
7,029,760 3,051,630 131,097 1,002

$18,364,670 $9,562,956 $1,388,572 4,316

h i  $500,000 but Less Than $1,500,000)

$ 859,291 $ 794,818 $ 65,560 186
2,003,537 1,185,853 69,083 77

555,237 629,705 63,223 329
1,882.384 1,408,805 67,375 848
1,149,378 980,749 149,809 222
1,120,558 1,080,533 55,349 464

899,312 542,833 32,518 175

1,055,161 825,050 160,336 299

$9,524,858 $7,448,356 $663,253 2,600

' Revenue dssaafl par 3 AAC 48.277. 1 Information presented for yoar ending 9/30/91.
3 Information presented for year ending 4/30/92. ‘ Information presented for year ending 9/30/91.



A la s k a  P u b lic  U t i l i t ie s  C o m m is s io n

Electric Utilities (Continued)

Revenues1

Utility
Net Plant Total Revenues Net Income Users

(Gross Operating Revenue Less Than $500,000)

Betties Light & Power, Inc. $ 255,340 $ 422,033 $ 23,551 46
Far North Utilities 273,946 161,566 (15,066) 38
Gustavus Electric, Inc. 490,309 458,937 41,946 222
Manley Utility Company, Inc. 383,809 163,609 (30,527) 79
Middle Kuskokwim Electric

Cooperative, Inc. 1,533,699 411,642 8,586 169
Napakiak Ircinaq Power Company 67,481 226,524 (35,757) 106
Northway Power & Light, Inc. 431,545 369,825 (14,328) 116
PUI Acquisition Corporation 496,692 476.240 154,502 124
Teller Power Company, Inc. 299,739 413,578 (16,043) 95

Subtotal $ 4,232,560 $ 3,103,954 $ 116,864 999

TOTALS $1,039,699,064 $427,396,922 $30,806,907 1 97,107

1 Revenue 'nsses par 3 AAC 48.277.



A la s k a  P u b lic  U t i l i t ie s  C o m m is s io n

G a s  U t i l i t i e s
(1991  Calendar Year)

Revenues'

UtHity
Nat Plant Total Revenues Net Income Users

(Gross Operating Revenue $5,000,000 or Greater)

ENSTAR Natural Gas Company2 $165,749,073 $129,617,257 $9,868,446 83,674

Subtotal $165,749,073 $129,617,257 $9,868,446 83,674

(Gross Operating Revenue Greater Than $500,000 but Less Than $1,000,000)

Barrow Utilities and Electric 
Cooperative, Inc. 

Norgasco, Inc.
$ 3

2,381,410
$ 812,910 

1,772,572
$ 90,474

317,151
972

36

Subtotal $ 2,381,410 $ 2,585,484 $ 407,625 1,008

Total $168,130,483 $132,202,741 $10,276,071 84,682

S a m p l e  M o n t h l y  R e s i d e n t i a l  G a s  R a t e s

(As of June 30, 1992)

Community Minimum
Bill

Average
Bill

Average
Monthly

Consumpton*
(MCF)

Utility Serving Community

Anchorage $ 4.50 $55.61 15.7 ENSTAR Natural Gas Company
Barrow 12.27 39.93 17.9 Barrow Utilities and Electric 

Cooperative, Inc.
Eagle River 4.50 55.61 15.7 ENSTAR Natural Gas Company
Kenai 4.50 55.61 15.7 ENSTAR Natural Ga: Company
Palmer 4.50 55.61 15.7 ENSTAR Natural Gas Company
Soldotna 4.50 55.61 15.7 ENSTAR Natural Gas Company
Wasilla 4.50 55.61 15.7 ENSTAR Natural Gas Company

1 Rovenuo classes par 3 AAC 48.277.
’  Combined for ENSTAR Natural Gas Compeny and Alaska Pipeline Company. 
n Gas plant not separated from electric, sewer, water, or general plant.
* Avaropo monthly consumption is calculated company - wida
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A la s k a  P u b l ic  U t i l i t ie s  C o m m is s io n

R e f u s e  U t i l i t i e s
(1991 Calendar Year)

Revenues'

Utiity
Net Plant Gross Revenues Net Income Users

(Gross Oporating Revenue $200,000 or Greater)

Anchorage Refuse, Inc. $3,093,549 $11,436,962 $ 533,530 25,700
Andersen, Incorporated2 79,903 278,026 2,627 941
Channel Sanitation Corporation 499,064 3,081,189 (237,511) 5,262
Drake's Sanitation, Inc.3 29,483 456,027 (40,974) 187
Eagle River Refuse, Inc. 96,000 1,131,076 46,479 4,077
Far North Sanitation Service, Inc. 883,173 1,044,336 114,067 670
Interior Services,

Ralph E. Bartlett d/b/a 484,923 564,862 58,547 206
Peninsula Sanitation Company, Inc. 51,371 1,231,736 203,362 2,247
Tongass Sanitation, Wallace A. &

Diana L. Crowe d/o/a 161,191 697,557 75,544 728
Wasilla Refuse, Inc.4 160,592 610,868 8,558 867
Williwaw Services, Inc.4 218,470 489,924 2,025 115

TOTAL $5,757,719 $21,022,563 $ 766,254 41,000

’ Rovartua C Im s  per 3 AAC 48.277. 3 Information presented for year ending 4/30/92.
Information presented for year ending 11 /30/91. * Information presented for year ending 3/31/92.
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A la s k a  P u b l ic  U t i l i t ie s  C o m m is s io n

T e l e c o m m u n i c a t i o n s  U t i l i t i e s

(Interexchange & Local Exchange Carriers)
(1991 Csiandar Yaar)

Revenues1
Utility Net Riant Grots Revenues Net Income Mein

Access
Lines

Gross Operating Revenue $5,000,000 or Greater)

Alascom, Inc. $389,266,807 $344,212,115 $ 5,028,215 N/A
Anchorage Telephone Utility,

Municipality of Anchorage d/b/a 190,755,816 84,884,602 5,192,433 134,831
GTE Alaska, Incorporated 13,362,737 9,364,978 2,011,904 14,808
Interior Telephone Company 12,352,184 6,213,625 216,179 3,752
Matanuska Telephone Association, Inc. 81,116,559 35,761,990 4,280,751 31,326
Telephone Utilities of Alaska, Inc. 20,967,634 13,885,396 1,782,221 22,404
Telephone Utilities of the Northland, Inc. 79,745,875 49,739,760 6,622,934 43,450
United Utilities, Inc. 17,077,641 9,653,401 697,453 3,444

Subtotal $804,645,253 $553,715,867 $25,832,090 254,015

(Gross Operating Revenue Greater Than $1,000,000 but Less Than $5,000,000)

Arctic Slope Telephone Association
Cooperative, Inc. $ 3,488,504 $ 3,425,631 $ 416,805 1,795

Bristol Bay Telephone Cooperative, Inc. 2,404,223 1,841,143 (113,312) 1,230
Bush-Tell, Inc. 2,873,912 1,205,352 113,928 664
Copper Valley Telephonoe

Cooperataive, Inc. 11,238,813 3,818,023 1,024,531 4,000
Mukluk Telephone Company, Inc. 2,568,937 1,532,478 75,786 763
National Utilities, Inc. 3,027,723 2,328,354 579,589 2,221
Nushagak Telephone cooperative, Inc. 3,315,506 1,679,981 249,703 1,609
OTZ Telephone Cooperative, Inc. 3,923,235 2,198,207 1,045,872 1,971

Subtotal $ 32,840,853 $ 18,029,169 $ 3,392,902 14,253

'Rovonuo classes par 3 AAC 48.277.

(C o n t i n u e d I
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T e le c o m m u n ic a t io n  U t i l i t ie s

Telecommunications Utilities 
(Interexchange & Local Exchange Carriers) (Continued)

Revenues1
Utaity Not Plant Gross Revenues Not Income Main

Access
Lines

(Gross Operating Revenue Less Than $1,000,000)

Betties Telephone Company, Inc. $ 99,036 $ 153,022 $ (2,390) 70
North Country Telephone Company 163,194 103,479 16,172 110

Summit Telephone Company, The Summit
Telephone and Telegraph Company
of Alaska, d/b/a 222,809 169,751 57,628 65

Yukon Telephone Company, Inc. 848,601 813,948 61,246 378

Subtotal $ 1,333,640 $ 1,240,200 $ 132,656 623

TOTAL $838,819,746 $572,985,236 $29,357,648 268,891

' Revonuo classes per 3 AAC 48.277.
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Name of Respondent 

Golden Valiev Electric Assn. Inc.

This Report Is:
(1) X An Original
(2) A Resubmission

Date of Report
(Mo. Da. Yr) ^  j  , m

Year of Report 

Dec. 31.1991
ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued)

Line
No.

Account
(a)

Amount for 
Current Year

„  M ______ ___

Amount for 
Previous Year 

(c)
103 3. DISTRIBUTION EXPENSES (Continued)
104 (561) Load Dispatchina
105 (582) Station Expenses S298 $1,188
106 (583) Overhead Lino Expenses 98.713 120.954
107 (584) Underground Line Expenses 6.366 6.370
100 (585) Street Liahtina and Sianai System Expenses
109 (586) Meter Expenses 161.456 160.517
110 (587) Customer Installations Expenses 63.189 56.175
111 (588) Miscellaneous Expenses 34.010 24,419
112 (589) Rents 970 3.660
113 TOTAL Operation (Enter Total of lines 102 thru 112) $471,911 $456,973
114 Maintenance
115 (590) Maintenance Supervision and Enqinaerinq
116 (591) Maintenance of Structures
117 (592) Maintenance of Station Equipment 196,136 186.528
118 (593) Maintenance of Overhead Lines 1.390.599 1.194.291
119 (594) Maintenance of Underground Lines 56,514 64.562
120 (595) Maintenance of Line Transformers 209.417 127.349
121 (596) Maintenance of Street Uqhtinq and Signal Systems
122 (597) Maintenance of Meters 16.126 10.492
123 (598) Maintenance of Miscellaneous Distribution Plant 2.263 1.414
124 TOTAL Maintenance (Enter Total of lines 115 thru 123) $1,071,055 $1,584,636
125 TOTAL Distribution Expenses (Enter Total of lines 113 and 124) $2,342,966 $2,041,609
126 4. CUSTOMER ACCOUNTS EXPENSES
127 Operation
128 (901) Super islon 42.789 38.046
129 (902) Meter Roadinq Expenses 392.106 385.247
130 (903) Customer Records and Collection Expenses 1.159.632 1.103.305
131 (904) Uncollectible Accounts 07,171 127,197
132 (905) Miscellaneous Customer Accounts Expenses
133 TOTAL Customer Accounts Expenses (Enter Total of lines 128 thru 132) $1,681,698 $1,653,795
134 5. CUSTOMER SERVICE AND INFORMATIONAL EXPENSES
135 Operation
136 (907) Supervision 46.147 39,928
137 (908) Customer Assistance Expenses 128200 114.702
130 (909) Informational and Instructional Expenses 1 4 2 ,3 3 1 135225
139 (910) Miscellaneous Customer Service and Informational Expenses 8.618 2.183
140 TOTAL CusL Service and Informational Expenses (Enter Total of lines 138 thru 139) $325,296 $292,018
141
142

6. SALES EXPENSES 
Oparation

143 (911) Supervision
144 (912) Demonstrating and Selling Expenses 64
145 (913) Advertising Expenses
146 (916) Miscellaneous Sales Expenses
U 7
14a
150

TOTAL SaJos Expenses (Enter Total of lines 143 thru 146) 
7. ADMINISTRATIVE AND GENERAL EXPENSES 

Operation a s M i d g i

151 (920) Administrative and Gonerni Salaries 605.366 546.361
152 (921) Office Supplies and Exponsea 251.101 232.727
153 (Less) (922) Administrative Expenses Transforred-Cfedit (2,245,743) (1.973.780)

FERC FORM NO. 1 (ED. 12-88) Page 322
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Name of Respondent This Report Is: Date of Report
(1) X An Original (Mo,Da,Yr) m g   ̂ • iqqn 

Golden Valiev Electric Assn. Inc. (2) A Resubmission 1T|wn J  • 1776
Year ol Report 

Doc. 31, 1991
1 ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued)

Line
No.

Account
(a) . . ..

Amount for 
Current Year 

(b)
Amount for 

Previous Yoar 
(c)

50 C. Hvdraulic Power Generation (Continued)
51 Maintenance
52 (541) Maintenance Supervision and Ennineerinq
53 (542) Maintenance of Structures
54 (543) Maintenance of Reservoirs. Dams, and Waterways
55 (544) Maintenance of Electric Plant
56 (545) Maintenance of Miscellaneous Hydraulic Plant
57 TOTAL Maintenance (Enter Total of lines 52 thru 56)
58 TOTAL Power Production Expense3-Hvdraulic Power (Enter Total of linos 49 and 57)
59 D. Other Power Gonoration n w f t p60 Operation
61 (546) Operation Supervision and Enqineerinq 591.785 601.517
62 (547) Fuel 4.399.997 3,988,506
63 (548) Generation Expenses 365.298 423.797
64 (549) Miscellaneous Othor Power Generation Expenses 15.554 19.394
65 (550) Rent3 293 1.02'
66 TOTAL Operation (Enter total of lines 61 thru 65) S5.372.927 $5,034̂ 2̂ 5
67 Maintenance
68 (551) Maintenance Supervision and Enainaerino 30.677 16,489
69 (552) Maintenance of Structures 39,536 192.318
70 (553) Maintenance of Generatina and Electric Plant 80B.160 665.150
71 (554) Maintenance of Miscellaneous Other Power Generation Plant 108.469 98.415
72 TOTAL Maintenance (Enter Total of linos 88 thru 71) S9BS.842 $972,372
73 TOTAL Power Production Expenses-Other Power (Enter Total ot linos 66 and 72) $6,359,769 $6,006,607
74 E. Other Power Supply Expenses
75 (555) Purchased Power 8.005.081 8.899.472
76 (556) Syatom Control and Load Dlspalchinq
77 (557) Other Expenses
78 TOTAL Other Power Supply Expenses (Enter Total of lines 75 thru 77) $8,005,081 $8,899,472

U-*78 j TOTALPower Production EjrponttiTEntorTbtWtf rrtfts 20,40/58.73, artd78) $21,280,068 $21,279,368
s9_h 2. TRANSMISSION EXPENSES
61 Operation
82 (560) Operation Supervision and Engineering 97,919 91.506
83 (561) Load Dispatching 324,244 294.971
84 (562) Station Expenses 142,033 141,908
85 (563) Overhead Line Expenses 663
86 (564) Underground Line Expenses
07 (565) Transmission of Eloctrloltv bv Others
68 (586) Miscellaneous Transmission Expenses
89 (567) Roots 45 773
90 TOTAL Operation (Enter Total of linos 82 thru 89) $564.904 $529,156
91 Maintenance
92 (588) Maintonanoo Supervision and Enqinoerinq 18.810 11.712
93 (569) Maintenance of Structures
94 (570) Maintenance of Station Equipment 245.860 244,429
95 (571) Maintenance of Overhead Lines 223.641 243,793
99 (572) Maintenance of Underground Linos 250
97 (573) Maintenance of M is c e l la n e o u s  Transmission Plant
98 TOTAL Maintenance (Enter Total of linos 92 thfu 97) $488,561 $499,934
99 TOTAL Transmission Expenses (Enter Total of lines 90 and 98) 51,053,465 $1,029,090

100 3. DISTRIBUTION EXPENSES
101 Opopitlon
102 (580) Operation Supervision and Engineering 106,909 ’83̂ 682]

FERC FORM NO. 1 (ED. 12-09) Pane 321
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Name of Respondent This Report Is: Date of Report Year of Report
Golden Valiev Electric Assn. Inc. (1)

(2)
X An Original 

A Resubmission
(Mo.Da.Yr) MAR ^  ̂ m

Dec. 31.1991
! ELECTRIC OPERATION AND MAINTENANCE EXPENSES I

If the amount for previous year is not derived from previously reported figures, explain in foolnofes. I
Una
No.

1
2
3

Account
(a)

1. POWER PRODUCTION EXPENSES 
A. Steam Power Generation

Operation

Amount for 
Current Year

Amount for 
Previous Year

I B s r
4 (500) Operation Supervision and Engineering $774,100 $766,355
5 (501) Fuel 3.542.635 3.600,596
6 (502) Steam Expenses 521.012 510,827
7 (503) Steam from Other Sources
8 (Less) (504) Steam Transferred-Cr. (85.602) (80.322)
9 (505) Electric Expenses 508.291 480.866

10 (506) Miscellaneous Steam Power Expenses 164.935 212.832
11 (507) Rents 263 263
12 TOTAL Operation (Enter Total of Linos 4 thru 11) $5,425,634 $5,499,417
13 Maintenance
14 (510) Maintenance Supervision and Engineering 47.895 51,368
15 (511) Maintenance of Structures 168.851 64.157
16 (512) Maintenance of Boiler Plant 707.855 568,793
17 (513) Maintenance of Electric Plant 458.519 136.367
18 (514) Maintenance of Miscellaneous Steam Plant 115.264 53.187
19 TOTAL Maintenance (Enter Total of linos 14 thru 16) $1,498,304 $873,872
20
21
22

TOTAL Power Production Expensss-Steam Power (Enter Total of lines 12 and 19)
B. Nuclear Power Generation

Operation
$6,373,289

23 (517) Operation Supervision and Enaineoring
24 (518) Fuel
25 (519) Coolants and Water
28 (520) Steam Expenses
27 (521) Steam from Other Sources
28 (Less) (522) Steam Transferred-Cr.
29 (523) Electric Exponsea
30 (524) Miscellaneous Nuclear Powor Expenses
31 (525) Rents
32 TOTAL Operation (Enter Total of linos 23 thru 31)
33 Maintenance
34 (528) Maintenance Supervision and Engineering
35 (529) Maintenance of Structures
36 (530) Maintenance of Reactor Plant Equipment
37 (531) Maintenance of Electric Plant
38 (532) Maintenance of Miscellaneous Nuclear Plant
39 TOTAL Maintenance (Entor Total of lines 34 thru 38)
40 TOTAL Power Production Exoenses-Nuclear Power (Entor Total of lines 32 and 39)
41
42

C. Hydraulic Power Generation
Operation

S R K S B K B I I i B f i
43 (535) Operation Supervision and Enqlnearina m m m m m
44 (536) Water for Powor
45 (537) Hvdraulio Expenses
46 (538) Electric Expenses
47 (539) Miscellaneous Hydraulic Power Generation Expenses
48 (540) Renta
49 TOTAL Operation (Enter Total of lines 43 thru 48)

FERC FORM NO. 1 (ED. 12-08) Pago 320
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Nam o of Respondent This Report Is: Date of Report
(1) X  An Original (M o . D a . Y r ) w i n  ?  i m n y  

Golden Valiev Electric Assn. Inc. (2) A Rosubmissien J  1

Year of Report , 

Dec. 3 1 ,1 9 9 1

E L E C TR IC  O P E R A T IO N  A N D  M AIN TEN A N C E E XP E N S E S  (Continued)

Line
No.

Account
(a)

Amount for 
Current Year 

(b)

Amount for 
Previous Yoar

(c)
153 7. A D M IN IS TR A TIV E  A N D G ENERA L EXPEN SE S  (Continued)
154 (923) Outside Services Employed $269,021 $344 ,574
155 (924) Property Insurance 133.459 134.937
156 (925) Inluries and Dam aqes 765 .68 5 735.915
157 (926) Employee Pensions and Benefits 2,185 .498 1.789.735
150 (927) Franchise Requirements
159 (928) Requlatory Commission Expenses 187.221 61,040
160 (929) Duplicate Charyes-Cf.
161 (930 .1 ) General Advertislna Expenses (Directors' Expenses) 83 .292 81.242
162 (930 .2 ) Miscellaneous G eneral Expenses 314.729 209.514
163 (931) Rents
16 4 T O T A L  Operation (EnterTo ta l of lines 150 thru 163) $2 ,549 ,719 $2,183 ,065
165 M aintenance H i s i M
166 (935) Maintenance of G eneral Plant 258 .319 267,566
16 7 TO TA L Administrative and G eneral Expenses (EnterTotal of 

lines 164 & 166) $2 ,808 ,038 $2,450,631
168 TO T A L  Electric Operation and Maintenance Expenses (EnterTotal 

of linos 79, 9 9 .1 2 5 .1 3 3 .1 4 0 .1 4 7 .  and 167) $29,500,331 $20,746,575

N U M B E R  O F  ELEC TR IC  D E P A R TM E N T E M P LO Y E ES

1. The data on number of em ployees should be reported 
for th e  payroll period ending nearest to October 31 , or any 
payroll period ending 60  days before or after October 31.

2, If the respondent’s  pyyroll for the reporting period in­
cludes any special construction personnel, include such 
em ployees on line 3 , and show the num ber of such special

construction em ployees in a footnote.
3. The num ber of em ployees assignable to the electric 

department from  joint functions of combination utilities may 
bo determined by estimate, on the basis of em ployee equiva­
lents, Show the estimated num ber of equivalent em ployees  
attributed to the electric departm ent from  joint functions.

1. Payroll Period Ended (Date) October 2 6 .1 9 9 1
2 . Total Roqular Full-Time Employoos 162
3, Total Part-Tim e and Tem porary Employoos 30
4. Total Employees 192

FERC FOHM NO. 1 (ED. 12*80) Paye 323
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S B  2 1 3 :  A . P . U . C  E x t e n s i o n  &  R e l a t i n g  t o  t h e  R e g u l a t o r y  

C o s t  C h a r g e  &  R e g u l a t i o n  o f  U t i l i t i e s

P r o v i s i o n s  I n s e r t e d  b y  t h e  L a b o r  &  C o m m e r c e

C o m m i t t e e

S e c t i o n  3 :  A d j u s t s  t h e  a l l o c a t i o n  o f  t h e  R e g u l a t o r y  C o s t  C h a r g e  f o r

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

The auditor recommended the APUC periodically adjust the RCC allocation 
among utility types to reflect workload on an industry by industry basis 
utilizing a timekeeping system. However, the commission argued such a 
change would be complicated and require more staff. ARECA proposed this 
"rough cut" justice as a simplified and more economical way to achieve the 
auditor's recommendation.

S e c t i o n s  2  &  1 3 : I n c r e a s e s  t h e  r e g u l a t o r y  c o s t  c h a r g e  c e i l i n g  f o r  p u b l i c

u t i l i t i e s  a n d  p i p e l i n e  c a r r i e r s  f r o m  .6 1  p e r c e n t  t o  .8  p e r c e n t .

This change was necessitated when cost of power was subtracted from 
electric utilities gross revenues before application of the RCC. The RCC 
would need to be increased roughly 30 percent to maintain the same 
amount of revenue for the commissions operating costs. (Remember, the 
RCC is a direct pass through on our utility bills, and is itemized as the 
RCC).

S e c t i o n s  4  &  1 4 : R e q u i r e s  t h e  D e p t ,  o f  A d m i n i s t r a t i o n  t o  e a r m a r k

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

f o r  t h e  c o m m i s s i o n ' s  n e x t  f i s c a l  y e a r .

Currently, by the time 4th quarter RCC charges arrive in July, the new 
fiscal year has started. If the APUC has overcollected, and they won't 
know until the 4th quarter receipts arrive, the money lapses into the 
general fund. This section would allow those overcollected funds to be 
appropriated back to the APUC thus reducing the next year's RCC.



S e c t i o n s  7  &  1 1  &  1 2 : P r o v i d e s  t h a t  s u b s c r i b e r s  o f  s m a l l  u t i l i t i e s  o r

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

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

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

u t i l i t y  f r o m  r e g u l a t i o n .

This provision was recommended by the auditor and supported by the 
commission. Under current statute, 10 percent of the first 5,000 subscribers 
of a regulated utility and 3 percent of the remaining subscribers may 
petition for an election to remove a utility within certain revenue 
parameters from regulation. However, for subscribers to petition for an 
election to place an unregulated utility under regulation they must gather 
the signatures of 25% of the subscribers. The auditor recommended the 
procedures for subscribers to opt-in or opt-out of economic regulation 
should be easier. These sections provide that opt-in and opt-out 
procedures are identical.

S e c t i o n s  8  &  9  &  1 0 : G i v e s  m o r e  c o n s u m e r s  t h e  o p t i o n  t o  d e r e g u l a t e  b y

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

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

Currently, electric and telephone utilities that do not gross $325,000 
annually may elect to be exempt from regulation. Section 8 increases that 
amount to $500,000. For other utilities the cut-off was raised from $100,000 
to $150,000, except for garbage collection utilities the amount was raised 
from $200,000 to $300,000.

These provision were recommended by the auditor and supported by the 
commission. They increase the consumers options to deregulate.

S e c t i o n  1 5 :  E x t e n d s  t h e  s u n s e t  d a t e  o f  t h e  A P U C  t o  J u n e  3 0 , 1 9 9 8 .

S e c t i o n  1 6 :  R e p e a l s  t h e  s u n s e t  p r o v i s i o n s  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 .

This provision was proposed by the auditor and supported by the APUC. 
Both assert the Commission's sunset review is adequate to address any 
issues that arise with the Regulatory Cost Charge.



S e c t i o n  1 7 : S t a g g e r s  t h e  t e r m s  o f  t h e  m e m b e r s  o f  t h e  c o m m i s s i o n .

Currently, the terms of the consumer seat and the engineering seat expire 
at the same time. This provision would stagger the terms, though it would 
not affect the terms of any of the current commissioners.
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CSSB 213 (L&C)
APUC Extension and Regulatory Cost Charge 
March 28, 1994 
Page 2 of 2

Bill Analysis

Sections 1 and 10 of this bill increase the maximum rate of regulatory cost charges (RCC) 
paid by regulated public utilities and pipeline carriers to the Alaska Public Utilities Commission 
(APUC) from .61% to .8% of gross revenue derived from operations in the state. The RCC is 
typically passed on to utility customers on their utility bills.

Section 2 of this bill allows electric utilities subject to RCC to reduce gross revenues by
subtracting the cost of power for calculating RCCs paid to APUC.

Sections 3 and 11 authorize the legislature to appropriate the balance of APUC’s operating
budget which lapses to the general fund to APUC for its operating costs for the next fiscal 
year. These sections provide that "The Department of Revenue shall identify the amount of 
the operating budget of the commission that lapses into the general fund each year." The 
sentence should substitute the Department of Administration for the Department of Revenue.

Sections 4 through 9 deal with provisions which increase gross revenue amounts which 
exempt utilities from regulation and requirements to pay RCCs to APUC.

Section 12 extends the termination date for APUC to June 30, 1998 and section 14 authorizes 
staggered terms for APUC commissioners.

Section 13 repeals the sunset date of the RCC program which, under chapter 2, FSSLA 1992, 
was to sunset December 31, 1994.

Operating Costs

Departmen! of Revenue is currently charged with collecting and accounting for RCCs paid 
quarterly by approximately 100 public utilities and pipeline carriers. The Department does not 
envision that the rate increase will have an impact on its operating budget.

Revenue

According to APUC officials, increased revenue derived from rate increases authorized under 
this bill will be offset against reductions in revenues attributable to exemption amount 
increases and the provision which allows electric utilities to reduce gross revenues by cost of 
power for calculating RCCs. As a result, this bill is not expected to generate additional 
revenue.
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Thomas II. Minnlch 
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A pril 21 , 1 9 9 4

POSITION

The Aloolta Telephone Association (ATA) opposes the am endm ent to  SB 213  
oupportod by GCI and adopted by tho Sonato Finance Com m ittee.

Tho proposed change to AS 42 .05 .431(a ) places constra in ts  on a u tility  to  provide 
service by lim iting Us opportun ities to  Incur debt fo r capita l Investm ent.

Federal legislative o f forts to im plem ent the "In fo rm ation  supe rh ighw ay" are 
founded on the prem ise o f com petition as tho m echanism to  dollvor oxpandod 
service. Tho proposed am endment flies In the faco o f com petition  and passage 
could impede m ost te lecom m unications companies regulated by the Com m ission as 
they a ttem pt to  entor e com petitive market.

This Associa tion finds It curious tha t GCI, w h ich in tho past has been a staunch 
proponent o f com petition , would at a tim e when the national trend Is tow ard  tha t 
end, revorso Us trad ition  und seek to lim it the options available to  the telophono 
customer.

ATA is comprlsocl o f all o f the local exchange carriers In the S tato. Tho m ember 
com panies o f ATA  arc Anchorage Telephone U tility ; A rc tic  Slope Telephone 
Association Cooperative; Bottles Telephone Company; Bristol Bay Telephone 
Cooperative, Inc.; Bush-Tell, Inc.; Copper Valley Telephone Cooperative, Inc.; 
Cordova Telephone Cooperative; Fairbanks M unicipal U lilitios  Syslom ; GTE Alaska 
Inc.; Ketchikan Public Utilities; M atanuska Telephone Associa tion ; National U tilities, 
Inc.; North C ountry Telephone Company; Nushagnlc Telephone Cooperative, Inc.; 
OTZ Telephone Cooperative, Inc:.; Summit Telephone Com pany, Inc.; TolA leska, 
Inc.; PTI Com m unications; United Utilities, Inc.; and Yukon Telephone Com pany, 
Inc.

Jamos Howe



K E N T  D A W S O N  C O M P A N Y ,  I N C .

n o . Box 20790 
Juncm i, A laska 99802 
Plionc: (907) 463-2533 
PAX: (907) 463-3922

A p r i l  29, 1994

O p p o s e  A m e n d m e n t  #_

C a b l e  t e l e v i s i o n  
e x c e p t i o n  b a s i s - - o n l y  
A P U C  for r e g u l a t i o n .

is c u r r e n t l y  A P U C  r e g u l a t e d  on an 
if 25% of s u b s c r i b e r s  a p p e a l  the

T h e  s y s t e m  wo r k s .  J u n e a u  s u b s c r i b e r s  r e c e n t l y  
A P U C  for r e g u l a t i o n  a n d  J u n e a u  is nowa p p e a l e d  the 

r e g u l a t e d .

A c r o s s - t h e - b o a r d  r e g u l a t i o n  w o u l d  s i m p l y  a d d  an 
u n n e c e s s a r v r e g u l a t o r y  cost to s u b s c r i b e r s  of well run 
c a b l e  s ystems. W h y  not c o n t i n u e  the s y s t e m  as it has 
w o r k e d  for y e a r s ?

F u r t h e r m o r e :  the F C C  is n o w  the p r i m a r y  r e g u l a t o r
of c a b l e  t e l e v i s i o n .  F e d e r a l  law n o w  le a v e s  o n l y  
r e g u l a t i o n  of " b a s i c  c a b l e "  or  the first tier to local 
r e g u l a t o r s  su c h  as the APUC.

OJJicca: T he A ssem bly Building 
Suite 303 
211 Fourth S tree t



MUNICIPALITY OF ANCHORAGE
1994 LEGISLATIVE PROGRAM

LEGISLATIVE ISSUES

TITLE: Alaska Statute Change Concerning Public-Utilities

The Municipality of Anchorage and Municipal Light and Power recommend the 
following changes at Section 42.05.381(b) of the Alaska Statute as 
follows:

(b) In establishing the revenue requirements of a 
municipally owned and operated utility the Municipality 
is entitled to include a reasonable (rate of return) 
profit.

and, at Section 42.05.521 of the Alaska Statute as follows:

Section 42.05.521. Impaired capital. When the 
Commission finds that the capital of a public utility 
corporation is impaired, or might become impaired, it 
may, after investigation and hearing, issue an order 
directing the public utility to cease paying dividends 
on its common stock until the impairment has been
removed. Nothing in this section shall prohibit a 
public utility from the distribution up to one third of 
its profit earned in a given year in accordance with 
Section 42.05.531. (Section 6, Chapter 113 SLA 1970)

JUSTIFICATION:

Section 42.05.381(b) Change from Rate of Return to Profit.

In every rate case ML&P has had before the Alaska Public Utilities
Commission (APUC) since 1980, ML&P has indicated the inadequacy of the 
rates that were being granted. ML&P’s concern was the fact that the rates 
that were granted did not provide a reasonable opportunity for a positive 
bottom line. In the past rate cases, APUC staff advocate a zero bottom 
line. ML&P focused on the adequacy of rates regardless of the methodology 
used to insure that this utility had bottom line earnings. In this
respect, the rate of return methodology is a theoretical calculation that
does not necessarily insure profit.

(more)

6 - 7 7



Alaska Statute Change Concerning Public Utilities 
Continued

Changing the statute from rate of return to profit insures that the test 
for reasonableness includes cost recovery through rates that have been set 
which includes a profit to the utility.

Section 42.05.521 addition is included to insure that the owners of a 
utility, in this case the Municipality, can receive a return even if 
capital is impaired.

Contact: Ronald J. Kuczek
Assistant to General Manager 

Phone: 263-5424

6 ‘- 12



DON SUHROER

"Liberally Construed"
H B  213 w o u l d  e x t e n d  t h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  a n d  
t h e  R e g u l a t o r y  C o s t  C h a r g e  t h a t  f u n d s  it u n t i l  1998. An  
a m e n d m e n t  m a y  be  p r o p o s e d  to d e l e t e  t h e  p h r a s e  " l i b e r a l l y  
c o n s t r u e d  f r o m  t h e  C o m m i s s i o n ' s  e n a b l i n g  s t a t u t e .  T h e  C o m m i s s i o n  
o p p o s e s  t h i s  a m e n d m e n t .

T h e  c u r r e n t  l a n g u a g e  of S e c t i o n  4 2 . 0 5 . 1 4 1  of A l a s k a  S t a t u t e s ,  
e n t i t l e d  " G E N E R A L  P O W E R S  A N D  D U T I E S  O F  T H E  C O M M I S S I O N " ,  s t a t e s  in 
p art:

(a) T h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  m a y  
(1) r e g u l a t e  e v e r y  p u b l i c  u t i l i t y  e n g a g e d  or p r o p o s i n g  
t o  e n g a g e  in s u c h  a b u s i n e s s  i n s i d e  t h e  state, e x c e p t  
t o  t h e  e x t e n t  e x e m p t e d  b y  A S  4 2 . 0 5 . 7 1 1 ,  a n d  t h e  p o w e r s  
o f  t h e  c o m m i s s i o n  s h a l l  b e  l i b e r a l l y  c o n s t r u e d  t o  
a c c o m p l i s h  its s t a t e d  p u r p o s e s ;  . . . . ( e m p h a s i s  added)

1. Does not expand the powers of the APUC.
I n  H E A  vs. C i t y  of  K e n a i  t h e  S u p r e m e  C o u r t  said:

In sum, w e  h a v e  c o n s t r u e d  A S  4 2 . 0 5 . 1 4 1 ( a ) ( 1 )  t o  m e a n  
t h a t  t h e  a c t u a l  a r e a s  in w h i c h  t h e  A P U C  m a y  e x e r c i s e  
i t s  a d j u d i c a t o r y  a u t h o r i t y  a r e  q u i t e  n a r r o w .  W i t h i n  
t h o s e  n a r r o w  are a s ,  h o w e v e r ,  t h e  A P U C ' s  p o w e r s  t o  
a d j u d i c a t e  a r e  p l e n a r y ,  a s  b r o a d  as t h e  s p e c i f i c  
p r o v i s i o n s  of t h e  a c t  p e r m i t . . . .

T h i s  p r o v i s i o n  p r e s e n t s  t w o  g u i d i n g  p r i n c i p l e s  for 
d e t e r m i n i n g  t h e  e x t e n t  of t h e  A P U C ' s  j u r i s d i c t i o n  u n d e r  
s p e c i f i c  p r o v i s i o n s  of t h e  Act. O n  t h e  o n e  hand, it 
i n c l u d e s  a p r i n c i p l e  of l i m i t a t i o n ,  r e s t r i c t i n g  t h e  
A P U C ' s  p o w e r  t o  t h e  s p e c i f i c  j u r i s d i c t i o n a l  a r e a s  of 
its " s t a t e d  p u r p o s e s . "  O n  t h e  o t h e r  hand, it i n c l u d e s  
a p r i n c i p l e  o f  e x p a n s i o n ,  m a n d a t i n g  t h a t  t h e  A P U C ' s  
p o w e r  to  a c t  w i t h i n  its s p e c i f i c  a r e a s  of j u r i s d i c t i o n  
"is t o  be  l i b e r a l l y  c o n s t r u e d . "  ( e m p h a s i s  added)

2. Benefits utilities.
R o u t i n e l y  t h e  C o m m i s s i o n  a l l o w s  i n t e r i m  r a t e s  t o  g o  i n t o  e f f e c t  
w i t h o u t  r e q u i r i n g  t h e  u t i l i t y  t o  e s c r o w  f u n d s  o r  p o s t  a b o n d  
u n d e r  A S  4 2 . 0 5 . 4 2 1 ( c ) .  I t  d o e s  t h i s  b y  m a k i n g  r a t e s  i n t e r i m  
r e f u n d a b l e ,  w h i c h  a g a i n  b e n e f i t s  t h e  uti l i t y .  T h e  a u t h o r i t y  for 
t h i s  is " l i b e r a l l y  c o n s t r u e d . "

l



T h e  c o u r t s  h a v e  n o t  u s e d  t h e  t e r m  " l i b e r a l l y  c o n s t r u e d "  v e r y  
o f t e n  (only 8 t i m e s ) . W h e r e  t h e y  have, it h a s  b e e n  t o  t h e  
b e n e f i t  of u t i l i t i e s  in h a l f  of t h e  cases.

T h e  C o m m i s s i o n  i t s e l f  h a s  o n l y  d i s c u s s e d  t h e  i s s u e  of " l i b e r a l l y  
c o n s t r u e d "  n i n e  t i m e s  in 25 y e a r s .  In a t  l e a s t  t h r e e  of t h e s e  
c a s e s  t h e  C o m m i s s i o n  a c t e d  to  a l l o w  t h e  i n t e n t i o n  of t h e  u t i l i t y  
o r  a p p l i c a n t  f o r  a c e r t i f i c a t e  t o  be a c c o m p l i s h e d  b y  w a i v i n g  
t e c h n i c a l  i r r e g u l a r i t i e s .  In a n o t h e r  t h e  C o m m i s s i o n  f o u n d  t h a t  
it  d i d  n o t  h a v e  s t a t u t o r y  a u t h o r i t y  to  r e c o g n i z e  a d o c t r i n e  of 
" r e t a i n e d  r i g h t s "  r e q u e s t e d  b y  a t e l e p h o n e  u t i l i t y  u n d e r  s t a t u t e , 
d e s p i t e  " l i b e r a l l y  c o n s t r u e d " .

" L i b e r a l l y  C o n s t r u e d "
P a g e  2

3. Benefits customers.
O f t e n  t h e  C o m m i s s i o n  h a s  g r a n t e d  " t e m p o r a r y  o p e r a t i n g  a u t h o r i t y "  
to  a u t i l i t y  w h i l e  its a p p l i c a t i o n  f o r  a c e r t i f i c a t e  is p e n d i n g .  
B o t h  t h e  c u s t o m e r s  a n d  t h e  u t i l i t y  b e n e f i t ,  b u t  t h e  a u t h o r i t y  for 
t e m p o r a r y  c e r t i f i c a t e s  is n o t  e x p l i c i t .  It c o m e s  f r o m  " l i b e r a l l y  
c o n s t r u e d " .

M a n y  u t i l i t i e s  f a c e  i n c r e a s e d  c o m p e t i t i o n  as t h e  r e s u l t  of 
c h a n g e s  in t e c h n o l o g y  a n d  f e d e r a l  law. T h e  C o m m i s s i o n  n e e d s  t h e  
f l e x i b i l i t y  t h a t  " l i b e r a l l y  c o n s t r u e d "  p r o v i d e s  t o  a l l o w  e x i s t i n g  
u t i l i t i e s  t o  c o m p e t e  o n  an e q u a l  foo t i n g .

4. Frees up Legislators from Regulating Utilities
R e g u l a t o r y  s t a t u t e s  a r e  g e n e r a l l y  d r a f t e d  b r o a d l y .  L e g i s l a t o r s  
c a n n o t  f o r e s e e  e v e r y  p r o b l e m  t h a t  w i l l  a r i s e  in a d m i n i s t e r i n g  a 
s t a t u t e  a n d  t h e  l i b e r a l l y  c o n s t r u e d  l a n g u a g e  g i v e s  r e g u l a t o r s  the 
f l e x i b i l i t y  t o  r e s o l v e  t h e s e  p r o b l e m s .  T h e  l e g i s l a t u r e  s e t s  t h e  
g o a l s  a n d  t h e  p o l i c i e s ,  l e a v i n g  t h e  i m p l e m e n t a t i o n  of t h e  
p r o g r a m  t o  t h e  c o m m i s s i o n .  T h e  b u d g e t  p r o c e s s  a n d  t h e  s u n s e t  
r e v i e w  p r o c e s s  p r o v i d e  p l e n t y  of r o o m  f o r  l e g i s l a t i v e  o v e r s i g h t .

J u s t i c e  F r a n k f u r t e r  r e c o g n i z e d  t h a t  a d m i n i s t r a t i v e  a g e n c i e s  w e r e  
c r e a t e d  t o  p e r f o r m  a t a s k  w h i c h  n e i t h e r  c o u r t s  n o r  l e g i s l a t u r e s  
c o u l d  a c c o m p l i s h - t o  r e g u l a t e  t h e  p r a c t i c e s  of i n d u s t r i e s  in a 
r a p i d l y  c h a n g i n g  w o r l d .  T h e  s a m e  c o n s i d e r a t i o n s  t h a t  l e d  t o  the 
c r e a t i o n  o f  t h e  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  led t h e  l e g i s l a t u r e  
t o  a u t h o r i z e  t h e i r  i m p l i e d  p o w e r s  t o  be l i b e r a l l y  c o n s t r u e d .

D e l e t i o n  o f  t h i s  p h r a s e  w o u l d  l e a d  t o  s t r i c t  c o n s t r u c t i o n  of 
i m p l i e d  p o w e r s .  T h i s  m e a n s  t h a t  l e g i s l a t i o n  w o u l d  b e  r e q u i r e d
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w h e n e v e r  a c o u r t  f i n d s  a g a p  in an a g e n c y ' s  power. T h i s  f o r c e s  
t h e  l e g i s l a t u r e  b a c k  i n t o  t h e  r e g u l a t o r y  r o l e  t h a t  t h e y  s o u g h t  t o  
e s c a p e  b y  c r e a t i n g  t h e  c o m m i s s i o n  in t h e  f i r s t  pl a c e .
R e m o v i n g  " l i b e r a l l y  c o n s t r u e d "  f r o m  t h e  C o m m i s s i o n ' s  p o w e r s  a n d  
d u t i e s  s e c t i o n  w o u l d  h a v e  i m p a c t s  w e l l  b e y o n d  s t a t u t o r y  
c o n s t r u c t i o n  in t h e  c o u r t s .

" L i b e r a l l y  C o n s t r u e d "
P a g e  3



O p e n i n g  R e m a r k s

B e c a u s e  of the o n  g o i n g  u p h e a v a l  i n  t h e  f i e l d  of  
t e l e c o m m u n i c a t i o n s  it m a y  w e l l  be c r i t i c a l  for the p e o p l e  of 
A l a s k a  to r e o r g a n i z e  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  at 
this time. T h e  C o m m i s s i o n  mu s t  b e c o m e  a b l e  t o  r e s p o n d  to c h a n g e  
w i t h i n  t h i s  i n d u s t r y  o n  a m o r e  t i m e l y  a n d  e f f i c i e n t  basis. T h e  
i n n o v a t i o n  p r o v i d e d  b y  p e r s o n a l  c o m m u n i c a t i o n  s y s t e m s ,  PCS, w i l l  
b r i n g  w i t h  it an  e v e r  i n c r e a s i n g  p r e s s u r e  f o r  c o m p e t i t i o n  a t  the 
l o c a l  l o o p  level. R e c e n t  c o u r t  d e c i s i o n s  w i t h  r e g a r d s  to c r o s s  
o w n e r s h i p  of c a b l e  t e l e v i s i o n  s y s t e m s  a n d  t e l e p h o n e  c o m p a n i e s  
c o u l d  w e l l  p r o d u c e  s i t u a t i o n s  w h e r e  t e l e p h o n e  a n d  c a b l e  c o m p a n i e s  
w i l l  be c o m p e t i n g  b y  p r o v i d i n g  b o t h  s e r v i c e s .

A  F e d e r a l - S t a t e  J o i n t  B o a r d  is at th i s  t i m e  a d d r e s s i n g  c h a n g e s  to 
the U n i v e r s a l  S e r v i c e  Fund. T h i s  is a m e c h a n i s m  w h i c h  p r o v i d e s  
s u p p o r t  t o  L o c a l  E x c h a n g e  C o m p a n i e s ,  (LECs) t o  h e l p  k e e p  m o n t h l y  
r e o c c u r r i n g  r a t e s  for s e r v i c e  a f f o r d a b l e .  T h e  U S F  f u n d  p r o v i d e s  
30 m i l l i o n  d o l l a r s  a y e a r  to A l a s k a n  LECs. T h e  l o s s  of  o r  e v e n  a 
r e d u c t i o n  in t h e s e  f u n d s  w o u l d  c e r t a i n l y  p u t  u p w a r d  p r e s s u r e  o n  
l o cal rates, w h i c h  w o u l d  t h e n  f o r c e  L E C s  i n t o  l o c a l  r a t e  ca s e s .  
O n e  A l a s k a n  L E C  s e r v i n g  3400 c u s t o m e r s  c o m p l e t e d  a l o c a l  r a t e  
c a s e  in 1993, w h i c h  t o o k  13 m o n t h s  a n d  c o s t  the c o m p a n y  r o u g h l y
1 5 0 , 0 0 0  d o l l a r s .  T h a t  is a c o s t  of 4 4 . 0 0  d o l l a r s  p e r  c u s t o m e r  
w h i c h  m u s t  be  p a i d  f o r  t h r o u g h  rates. A l s o  i n  t h i s  case, 81% of 
th i s  L E C s  r e s i d e n t i a l  c u s t o m e r s  w a i t e d  13 m o n t h s  for a 2 8 %  
d e c r e a s e  in t h e i r  m o n t h l y  r e o c c u r r i n g  rate.

T h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n s '  C o m m o n  C a r r i e r  B u r e a u  
b e l i e v e s  th a t  m a n y  of the e l e m e n t s  of  t h e  I n t e r s t a t e  A c c e s s  
C h a r g e  s y s t e m  a r e  o b s o l e t e  a n d  is p l a n n i n g  to m a k e  c h a n g e s .  
A c c e s s  c h a r g e s  a r e  a s y s t e m  put in p l a c e  b y  r e g u l a t i o n  to 
c a l c u l a t e  w h a t  l o n g  d i s t a n c e  c o m p a n i e s ,  (AT&T, A l a s c o m ,  GCI) h a v e  
to p a y  L E C s  for the use of t h e i r  f a c i l i t i e s .  T h e  A l a s k a n
I n t r a s t a t e  A c c e s s  C h a r g e  s y s t e m  c r e a t e d  b y  the A P U C  m u s t  b e  
r e v a m p e d .  T h i s  p r o c e s s  has d e v e l o p e d  i n t o  a n  a n n u a l  ra t e  c a s e  
f o r  e v e r y  L E C  in t h e  S t a t e  w h i c h  is c o m p l e t e l y  o n e r o u s .  It s p a n s  
s i x  m o n t h s  a n n u a l l y ,  r e q u i r e s  t h r e e  to f o u r  m o n t h s  o f  i n t e n s i v e  
w o r k  b y  t h e  U t i l i t y ,  c o s t s  m i l l i o n s  of  d o l l a r s  a n n u a l l y  a n d
p r o d u c e s  n o t h i n g  b u t  h i g h e r  r e g u l a t o r y  costs. W h i l e  t h e  
C o m m i s s i o n  d i d  a s k  f o r  s u g g e s t i o n s  o n  h o w  to s t r e a m l i n e  t h e  
p r o c e s s  in th i s  y e a r s  filing, a s  yet, n o  d o c k e t  h a s  b e e n  o p e n e d  
f o r  th a t  p u r p o s e .

W h i l e  I h a v e  o n l y  m e n t i o n e d  a f e w  of t h e  m y r i a d  o f  p r o b l e m s  a n d  
c h a n g e s  f a c i n g  R e g u l a t o r s ,  the L E C s  a n d  t h e i r  c u s t o m e r s  in the 
n e a r  future, I h o p e  th a t  it h a s  i l l u s t r a t e d  the p o i n t  t h a t  w e  
m u s t  e f f e c t i v e l y  c h a n g e  h o w  the A P U C  o p e r a t e s  so th a t  it w i l l  be 
b e t t e r  a b l e  to c o p e  w i t h  r a p i d  c h a n g e  a n d  to a s s u r e  th a t
r e g u l a t o r y  c o s t  d o e s  n o t  b e c o m e  a. m a i o r  c o m p o n e n t  of the c o s t  of 
p r o v i d i n g  s e rvice. A l s o  it s h o u l d  b e  rerr.c--’ ro.ci t h a t  the  
t e l e p h o n e  I n d u s t r y  is o n l y  one of the m a n y  u t i l i t i e s  for w h i c h  
the A P U C  is c h a r g e d  w i t h  o v e r s i g h t  r e s p o n s i b i l i t y .

J a c k  H  R h y n e r
S e p t e m b e r  28, 1 9 9 3



O p e n i n g  R e m a r k s

B e c a u s e  of the o n  g o i n g  u p h e a v a l  i n  the f i e l d  o f  
t e l e c o m m u n i c a t i o n s  it m a y  w e l l  be c r i t i c a l  f o r  the p e o p l e  of 
A l a s k a  to r e o r g a n i z e  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  at 
t h i s  time. T h e  C o m m i s s i o n  m u s t  b e c o m e  a b l e  to r e s p o n d  to c h a n g e  
w i t h i n  t h i s  i n d u s t r y  o n  a m o r e  t i m e l y  a n d  e f f i c i e n t  basis. T h e  
i n n o v a t i o n  p r o v i d e d  b y  p e r s o n a l  c o m m u n i c a t i o n  sys t e m s ,  PCS, wi l l  
b r i n g  w i t h  it a n  e v e r  i n c r e a s i n g  p r e s s u r e  f o r  c o m p e t i t i o n  at the 
l o c a l  l o o p  level. R e c e n t  c o u r t  d e c i s i o n s  w i t h  r e g a r d s  to c r o s s 
o w n e r s h i p  of c a b l e  t e l e v i s i o n  s y s t e m s  a n d  t e l e p h o n e  c o m p a n i e s  
c o u l d  w e l l  p r o d u c e  s i t u a t i o n s  w h e r e  t e l e p h o n e  a n d  c a b l e  c o m p a n i e s  
w i l l  be  c o m p e t i n g  b y  p r o v i d i n g  b o t h  s e r v i c e s .

A  F e d e r a l - S t a t e  J o i n t  B o a r d  is at t h i s  t i m e  a d d r e s s i n g  c h a n g e s  to 
t h e  U n i v e r s a l  S e r v i c e  Fund. T h i s  is a m e c h a n i s m  w h i c h  p r o v i d e s  
s u p p o r t  to L o c a l  E x c h a n g e  C o m p a n i e s ,  (LECs) t o  h e l p  k e e p  m o n t h l y  
r e o c c u r r i n g  r a t e s  f o r  s e r v i c e  a f f o r d a b l e .  T h e  U S F  f u n d  p r o v i d e s  
30 m i l l i o n  d o l l a r s  a y e a r  to A l a s k a n  LECs. T h e  l o s s  of o r  e v e n  a 
r e d u c t i o n  in t h e s e  f u n d s  w o u l d  c e r t a i n l y  p u t  u p w a r d  p r e s s u r e  o n  
l o c a l  rates, w h i c h  w o u l d  th e n  f o r c e  L E C s  i n t o  l o c a l  r a t e  cases. 
O n e  A l a s k a n  L E C  s e r v i n g  3400 c u s t o m e r s  c o m p l e t e d  a l ocal r a t e  
c a s e  in 1993, w h i c h  t o o k  13 m o n t h s  a n d  c o s t  the c o m p a n y  r o u g h l y
1 5 0 , 0 0 0  d o l l a r s .  T h a t  is a c o s t  of 4 4 . 0 0  d o l l a r s  p e r  c u s t o m e r  
w h i c h  m u s t  b e  p a i d  f o r  t h r o u g h  rates. A l s o  i n  t h i s  case, 81% of 
t h i s  L E C ' s  r e s i d e n t i a l  c u s t o m e r s  w a i t e d  13 m o n t h s  for a 28% 
d e c r e a s e  in t h e i r  m o n t h l y  r e o c c u r r i n g  r a t e .

T h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n s '  C o m m o n  C a r r i e r  B u r e a u  
b e l i e v e s  th a t  m a n y  of  the e l e m e n t s  of t h e  I n t e r s t a t e  A c c e s s  
C h a r g e  s y s t e m  a r e  o b s o l e t e  a n d  is p l a n n i n g  to m a k e  changes. 
A c c e s s  c h a r g e s  a r e  a s y s t e m  p u t  in p l a c e  b y  r e g u l a t i o n  to 
c a l c u l a t e  w h a t  l o n g  d i s t a n c e  c o m p a n i e s ,  (AT&T, A l a s c o m ,  GCI) have 
t o  p a y  L E C s  f o r  t h e  u s e  of t h e i r  f a c i l i t i e s .  T h e  A l a s k a n  
I n t r a s t a t e  A c c e s s  C h a r g e  s y s t e m  c r e a t e d  b y  the A P U C  m u s t  be 
r e v a m p e d .  T h i s  p r o c e s s  has d e v e l o p e d  i n t o  a n  a n n u a l  r a t e  ca s e 
f o r  e v e r y  L E C  in t h e  S t a t e  w h i c h  is c o m p l e t e l y  o n e r o u s .  It s p a n s  
s i x  m o n t h s  a n n u a l l y ,  r e q u i r e s  t h r e e  to f o u r  m o n t h s  of i n t e n s i v e  
w o r k  b y  the U t i l i t y ,  c o s t s  m i l l i o n s  of d o l l a r s  a n n u a l l y  a n d  
p r o d u c e s  n o t h i n g  b u t  h i g h e r  r e g u l a t o r y  costs. W h i l e  the 
C o m m i s s i o n  d i d  a s k  f o r  s u g g e s t i o n s  o n  h o w  to s t r e a m l i n e  the 
p r o c e s s  in t h i s  y e a r s  filing, as yet, n o  d o c k e t  h a s  b e e n  o p e n e d  
f o r  t h a t  p u r p o s e .

W h i l e  I h a v e  o n l y  m e n t i o n e d  a f e w  of the m y r i a d  of p r o b l e m s  a n d  
c h a n g e s  f a c i n g  R e g u l a t o r s ,  the L E C s  a n d  t h e i r  c u s t o m e r s  in the 
n e a r  future, I h o p e  t h a t  it h a s  i l l u s t r a t e d  the p o i n t  that we  
m u s t  e f f e c t i v e l y  c h a n g e  h o w  the A P U C  o p e r a t e s  so t h a t  it w i l l  be 
b e t t e r  a b l e  to  c o p e  w i t h  r a p i d  c h a n g e  a n d  t o  a s s u r e  that 
r e g u l a t o r y  co s t  d o e s  n o t  b e c o m e  a m a j o r  c o m p o n e n t  of the c o s t  of 
p r o v i d i n g  s e r v i c e .  A l s o  it s h o u l d  b e  r e m e m b e r e d  that the 
t e l e p h o n e  I n d u s t r y  is o n l y  o n e  of  the m a n y  u t i l i t i e s  for w h i c h  
t h e  A P U C  is c h a r g e d  w i t h  o v e r s i g h t  r e s p o n s i b i l i t y .

J a c k  H  R h y n e r
S e p t e m b e r  28, 1 9 9 3



O p e n i n g  R e m a r k s

B e c a u s e  of the o n  g o i n g  u p h e a v a l  i n  t h e  f i e l d  of 
t e l e c o m m u n i c a t i o n s  it m a y  w e l l  be c r i t i c a l  for the p e o p l e  of 
A l a s k a  to r e o r g a n i z e  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  at 
t h i s  time. T h e  C o m m i s s i o n  m u s t  b e c o m e  a b l e  t o  r e s p o n d  to c h a n g e  
w i t h i n  t h i s  i n d u s t r y  o n  a m o r e  t i m e l y  a n d  e f f i c i e n t  ba s i s .  T h e  
i n n o v a t i o n  p r o v i d e d  b y  p e r s o n a l  c o m m u n i c a t i o n  sys t e m s ,  PCS, w i l l  
b r i n g  w i t h  it an  e v e r  i n c r e a s i n g  p r e s s u r e  f o r  c o m p e t i t i o n  at t h e  
l o c a l  l o o p  level. R e c e n t  c o u r t  d e c i s i o n s  w i t h  r e g a r d s  to c r o s s  
o w n e r s h i p  of c a b l e  t e l e v i s i o n  s y s t e m s  a n d  t e l e p h o n e  c o m p a n i e s  
c o u l d  w e l l  p r o d u c e  s i t u a t i o n s  w h e r e  t e l e p h o n e  a n d  c a b l e  c o m p a n i e s  
w i l l  be  c o m p e t i n g  b y  p r o v i d i n g  b o t h  s e r v i c e s .

A  F e d e r a l - S t a t e  J o i n t  B o a r d  is at t h i s  t i m e  a d d r e s s i n g  c h a n g e s  to 
t h e  U n i v e r s a l  S e r v i c e  Fund. T h i s  is a m e c h a n i s m  w h i c h  p r o v i d e s  
s u p p o r t  to  L o c a l  E x c h a n g e  C o m p a n i e s ,  (LECs) t o  h e l p  k e e p  m o n t h l y  
r e o c c u r r i n g  r a t e s  for s e r v i c e  a f f o r d a b l e .  T h e  U S F  f u n d  p r o v i d e s  
30 m i l l i o n  d o l l a r s  a y e a r  to A l a s k a n  LECs. T h e  l o s s  of o r  e v e n  a 
r e d u c t i o n  in t h e s e  f u n d s  w o u l d  c e r t a i n l y  p u t  u p w a r d  p r e s s u r e  o n  
l o c a l  rates, w h i c h  w o u l d  t h e n  f o r c e  L E C s  i n t o  l o c a l  r a t e  cases. 
O n e  A l a s k a n  L E C  s e r v i n g  3400 c u s t o m e r s  c o m p l e t e d  a l o c a l  r a t e  
c a s e  in 1993, w h i c h  t o o k  13 m o n t h s  a n d  c o s t  the c o m p a n y  r o u g h l y
1 5 0 , 0 0 0  d o l l a r s .  T h a t  is a co s t  of 4 4 . 0 0  d o l l a r s  p e r  c u s t o m e r  
w h i c h  m u s t  be p a i d  for t h r o u g h  rates. A l s o  i n  t h i s  case, 81% o f  
t h i s  L E C ' s  r e s i d e n t i a l  c u s t o m e r s  w a i t e d  13 m o n t h s  f o r  a 28%  
d e c r e a s e  i n  t h e i r  m o n t h l y  r e o c c u r r i n g  rate.

T h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n s '  C o m m o n  C a r r i e r  B u r e a u  
b e l i e v e s  th a t  m a n y  of the e l e m e n t s  of t h e  I n t e r s t a t e  A c c e s s  
C h a r g e  s y s t e m  a r e  o b s o l e t e  a n d  is p l a n n i n g  to m a k e  c h a n g e s .
A c c e s s  c h a r g e s  a r e  a s y s t e m  p u t  in p l a c e  b y  r e g u l a t i o n  to 
c a l c u l a t e  w h a t  l o n g  d i s t a n c e  c o m p a n i e s ,  (AT&T, A l a s c o m ,  GCI) h a v e  
to p a y  L E C s  f o r  the use o f  t h e i r  f a c i l i t i e s .  T h e  A l a s k a n  
I n t r a s t a t e  A c c e s s  C h a r g e  s y s t e m  c r e a t e d  b y  t h e  A P U C  m u s t  b e
r e v a m p e d .  T h i s  p r o c e s s  has d e v e l o p e d  i n t o  a n  a n n u a l  r a t e  c a s e  
f o r  e v e r y  L E C  in the S t a t e  w h i c h  is c o m p l e t e l y  o n e r o u s .  It s p a n s  
s i x  m o n t h s  a n n u a l l y ,  r e q u i r e s  t h r e e  t o  f o u r  m o n t h s  of i n t e n s i v e  
w o r k  b y  the U t i l i t y ,  c o s t s  m i l l i o n s  of  d o l l a r s  a n n u a l l y  a n d  
p r o d u c e s  n o t h i n g  but h i g h e r  r e g u l a t o r y  co s t s .  W h i l e  the 
C o m m i s s i o n  d i d  a s k  f o r  s u g g e s t i o n s  o n  h o w  to s t r e a m l i n e  the 
p r o c e s s  i n  t h i s  y e a r s  filing, as yet, n o  d o c k e t  h a s  b e e n  o p e n e d  
f o r  t h a t  p u r p o s e .

W h i l e  I h a v e  o n l y  m e n t i o n e d  a f e w  o f  t h e  m y r i a d  of p r o b l e m s  a n d  
c h a n g e s  f a c i n g  R e g u l a t o r s ,  the L E C s  and t h e i r  c u s t o m e r s  i n  t h e  
n e a r  future, I h o p e  th a t  it has i l l u s t r a t e d  the p o i n t  t h a t  w e
m u s t  e f f e c t i v e l y  c h a n g e  h o w  the A P U C  o p e r a t e s  so  th a t  it w i l l  b e
b e t t e r  a b l e  to  c o p e  w i t h  r a p i d  c h a n g e  a n d  to a s s u r e  t h a t  
r e g u l a t o r y  c o s t  d o e s  n o t  b e c o m e  a m a j o r  c o m p o n e n t  of t h e  c o s t  o f 
p r o v i d i n g  s e r v i c e .  A l s o  it s h o u l d  b e  r e m e m b e r e d  that t h e  
t e l e p h o n e  I n d u s t r y  is o n l y  o n e  of  t h e  m a n y  u t i l i t i e s  for w h i c h  
t h e  A P U C  is c h a r g e d  w i t h  o v e r s i g h t  r e s p o n s i b i l i t y .

J a c k  H  R h y n e r
S e p t e m b e r  28, 1 9 9 3



O p e n i n g  R e m a r k s

B e c a u s e  of the o n  g o i n g  u p h e a v a l  i n  t h e  f i e l d  of 
t e l e c o m m u n i c a t i o n s  it m a y  w e l l  b e  c r i t i c a l  f o r  the p e o p l e  of 
A l a s k a  to r e o r g a n i z e  the A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  at 
th i s  time. T h e  C o m m i s s i o n  m u s t  b e c o m e  a b l e  to r e s p o n d  to c h a n g e  
w i t h i n  t h i s  i n d u s t r y  o n  a m o r e  t i m e l y  a n d  e f f i c i e n t  b a s i s .  T h e  
i n n o v a t i o n  p r o v i d e d  b y  p e r s o n a l  c o m m u n i c a t i o n  sys t e m s ,  PCS, w i l l  
b r i n g  w i t h  it a n  e v e r  i n c r e a s i n g  p r e s s u r e  f o r  c o m p e t i t i o n  at the 
l o c a l  l o o p  level. R e c e n t  c o u r t  d e c i s i o n s  w i t h  r e g a r d s  to c r o s s  
o w n e r s h i p  of c a b l e  t e l e v i s i o n  s y s t e m s  a n d  t e l e p h o n e  c o m p a n i e s  
c o u l d  w e l l  p r o d u c e  s i t u a t i o n s  w h e r e  t e l e p h o n e  a n d  c a b l e  c o m p a n i e s  
w i l l  b e  c o m p e t i n g  b y  p r o v i d i n g  b o t h  s e r v i c e s .

A  F e d e r a l - S t a t e  J o i n t  B o a r d  is at t h i s  t i m e  a d d r e s s i n g  c h a n g e s  to  
t h e  U n i v e r s a l  S e r v i c e  Fund. T h i s  is a m e c h a n i s m  w h i c h  p r o v i d e s  
s u p p o r t  to L o c a l  E x c h a n g e  Com p a n i e s ,  (LECs) to h e l p  k e e p  m o n t h l y  
r e o c c u r r i n g  r a t e s  f o r  s e r v i c e  a f f o r d a b l e .  T h e  U S F  f u n d  p r o v i d e s  
30 m i l l i o n  d o l l a r s  a y e a r  to A l a s k a n  LECs. T h e  lo s s  o f  o r  e v e n  a 
r e d u c t i o n  in t h e s e  f u n d s  w o u l d  c e r t a i n l y  p u t  u p w a r d  p r e s s u r e  on  
l o c a l  rates, w h i c h  w o u l d  t h e n  f o r c e  L E C s  i n t o  l o c a l  r a t e  ca s e s .  
O n e  A l a s k a n  L E C  s e r v i n g  3400 c u s t o m e r s  c o m p l e t e d  a l o c a l  r a t e  
c a s e  i n  1993, w h i c h  t o o k  13 m o n t h s  a n d  c o s t  t h e  c o m p a n y  r o u g h l y
1 5 0 , 0 0 0  d o l l a r s .  T h a t  is a c o s t  of 4 4 . 0 0  d o l l a r s  p e r  c u s t o m e r  
w h i c h  m u s t  b e  p a i d  f o r  t h r o u g h  rates. A l s o  in t h i s  case, 8 1 %  of 
t h i s  L E C ' s  r e s i d e n t i a l  c u s t o m e r s  w a i t e d  13 m o n t h s  f o r  a 28% 
d e c r e a s e  in t h e i r  m o n t h l y  r e o c c u r r i n g  rate.

T h e  F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n s '  C o m m o n  C a r r i e r  B u r e a u
b e l i e v e s  th a t  m a n y  of the e l e m e n t s  of the I n t e r s t a t e  A c c e s s
C h a r g e  s y s t e m  a r e  o b s o l e t e  a n d  is p l a n n i n g  to m a k e  c h a n g e s .  
A c c e s s  c h a r g e s  a r e  a s y s t e m  p u t  in p l a c e  b y  r e g u l a t i o n  to
c a l c u l a t e  w h a t  l o n g  d i s t a n c e  c o m p a n i e s ,  (AT&T, A l a s c o m ,  GCI) h a v e  
t o  p a y  L E C s  f o r  t h e  u s e  of t h e i r  f a c i l i t i e s .  T h e  A l a s k a n
I n t r a s t a t e  A c c e s s  C h a r g e  s y s t e m  c r e a t e d  b y  the A P U C  m u s t  b e  
r e v a m p e d .  T h i s  p r o c e s s  has d e v e l o p e d  i n t o  a n  a n n u a l  r a t e  c a s e  
f o r  e v e r y  L E C  i n  t h e  S t a t e  w h i c h  is c o m p l e t e l y  o n e r o u s .  It s p a n s  
s i x  m o n t h s  a n n u a l l y ,  r e q u i r e s  t h r e e  t o  f o u r  m o n t h s  of i n t e n s i v e  
w o r k  b y  t h e  U t i l i t y ,  c o s t s  m i l l i o n s  of d o l l a r s  a n n u a l l y  a n d
p r o d u c e s  n o t h i n g  b u t  h i g h e r  r e g u l a t o r y  costs. W h i l e  the 
C o m m i s s i o n  d i d  a s k  f o r  s u g g e s t i o n s  o n  h o w  to s t r e a m l i n e  the
p r o c e s s  in t h i s  y e a r s  filing, as yet, n o  d o c k e t  h a s  b e e n  o p e n e d  
f o r  t h a t  p u r p o s e .

W h i l e  I h a v e  o n l y  m e n t i o n e d  a f e w  of the m y r i a d  o f  p r o b l e m s  a n d  
c h a n g e s  f a c i n g  R e g u l a t o r s ,  the L E C s  a n d  t h e i r  c u s t o m e r s  in the 
n e a r  future, I h o p e  th a t  it has i l l u s t r a t e d  the p o i n t  t h a t  we
m u s t  e f f e c t i v e l y  c h a n g e  h o w  the A P U C  o p e r a t e s  s o  th a t  it w i l l  be 
b e t t e r  a b l e  to c o p e  w i t h  r a p i d  c h a n g e  a n d  to a s s u r e  t h a t
r e g u l a t o r y  c o s t  d o e s  n o t  b e c o m e  a m a j o r  c o m p o n e n t  of  the c o s t  of 
p r o v i d i n g  ser v i c e .  A l s o  it s h o u l d  b e  r e m e m b e r e d  th a t  the 
t e l e p h o n e  I n d u s t r y  is o n l y  one of the m a n y  u t i l i t i e s  f o r  w h i c h  
the A P U C  is c h a r g e d  w i t h  o v e r s i g h t  r e s p o n s i b i l i t y .

J a c k  H  R h y n e r
S e p t e m b e r  28, 1 9 9 3



Response to Commissioner Mark Foster 

by ARECA 

9-28-93

I. "Liberally Construed"

The commissioner's legal brief identifies several instances in which "liberally 
construed was cited in a court decision, and there have been several other instances. One 
good example is Homer Electric Association V. APUC. In that case, the court permitted 
the APUC to treat dues paid to an association which supports the association's lobbying as 
if they were the same as campaign contributions. Aside from court decisions, there have 
been a great many instances not resulting in court cases in which the commission has cited 
the section containing "liberally construed" as the authority for its action.

The decision of the commission in the Healy Clean Coal Project not to consider 
"environmental externalities" is cited as an example of the limit on the use of "liberally 
construed." In that case it was argued that "liberally construed" authorized the 
commission to consider "environmental externalities." The commission, as it was 
constituted at that time, did reject this argument, but it did so only by a 3 to 2 decision.
The court appeal of that decision by the commission is based almost wholly on "liberally 
construed." At another time with a different set of commissioners, the commission might 
well accept that argument and expand its powers far beyond anything granted or implied 
by statute. In this case, the court decision could well produce the same result. 
"Environmental externalities" are a good example of exactly why "liberally construed" 
needs to be changed.

Commissioner Foster also makes the argument that the budget process provides 
adequate legislative oversight for the exercise of APUC powers. The commission's budget 
does have to be approved by the legislature. However, after many years of watching the 
legislative process, it is obvious that the finance committees provide a much lower level of 
scrutiny for activities funded by program receipts than those funded from the state's 
general fund.
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We are not concerned that the current commission is likely to make an outrageous 
expansion of its powers. Neither would we contend that expanded powers for the 
commission necessarily work to the disadvantage of the utilities. However, we do 
strongly believe that when expansions of authority for the commission are sought by 
any interested party, it should be the legislature, not the commission and the courts, 
that make that decision.

II. Negotiated Rulemaking

A group impaneled under this proposal could not adopt regulations. There would 
be no unconstitutional delegation of authority. The role of such a panel would be to draft 
the originally proposed regulation which would still have to go through the regular notice, 
hearing and adoption process. What we hope would be achieved would be elimination of 
the recurring problem of having the original regulatory language drafted by a 
commissioner who then has pride of authorship and is reluctant actually to listen to 
different ideas.

The proposal to have the Chairman assign a regulatory issue to a panel was 
intended to be similar to the assignment of an issue to a commissioner for study.
However, if that procedure is offensive to the commission, it can easily be changed to 
provide for action by the whole commission.

Commissioner Foster states that this procedure would not violate the commission's 
procedures. Perhaps the current commission makes that interpretation, but earlier 
commissions made the opposite interpretation. In any event, the commission has not used 
anything similar to this procedure since 1980. A clear statutory authorization would be 
useful in describing the process, and it certainly could not hurt anything. Even with this 
statutory authorization, it would still be up to the commission, or its Chairman, to 
determine whether or not to use it in any given situation.
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III. Regulatory Cost Charge

The ARECA proposal to equalize responsibility for RCC is not at all compiicated. 
Each regulated electric utility is presently required to submit an annual report to the 
commission which contains a line called "cost of power." The proposal simply is to 
subtract that amount from retail electric revenues before calculating the RCC.

The auditor has estimated that electrics account for 34% of the commission's work 
load. Electrics paid 39% of the RCC for FY 93, and this is expected to increase to 43% 
for FY 94. Under the ARECA proposal, the electric share of RCC would have been 
approximately 28% for FY 93 and would be approximately 30% for FY 94.

We agree completely with the auditor that responsibility for the RCC needs to be 
reallocated to reflect the work load more closely. The commission objected to the 
sensible solution proposed by the auditor, so we were simply trying to suggest a simpler 
way to achieve a more equitable system. We think this proposal is a good one. But if the 
commission, rather than just Commissioner Foster, objects to this, perhaps we should 
simply support the auditor's recommendation.



C h a i r m a n  S c h r o e r ' s  R e m a r k s  to t h e  
S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  H e a r i n g  

J u n e a u ,  A l a s k a ,  T u e s d a y ,  F e b r u a r y  8, 19 9 4  1 : 3 0  p.m.

S u n s e t  H e a r i n g  T e s t i m o n y  

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

I w e l c o m e  t h e  o p p o r t u n i t y  to  s p e a k  t o  y o u  as y o u  m a r k  u p  S u n s e t  

L e g i s l a t i o n  f o r  o u r  a g e n c y .  T h e  C o m m i s s i o n  s u p p o r t s  S B  213 a n d  

h a s  r e c o m m e n d e d  s e v e r a l  a m e n d m e n t s  t o  it.

I. G e n e r a l  C o m m i s s i o n  O v e r v i e w

T h e  A P U C  is r e s p o n s i b l e  for r e g u l a t i n g  A l a s k a ' s  p u b l i c  u t i l i t i e s

a n d  p i p e l i n e  c a r r i e r s .  O u r  missi. n s t a t e m e n t  says:

T h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  p r o t e c t s  a n d  
p r o m o t e s  t h e  p u b l i c  i n t e r e s t  b y  c e r t i f i c a t i n g  a n d  
e c o n o m i c a l l y  r e g u l a t i n g  o n l y  q u a l i f i e d  p u b l i c  u t i l i t i e s  
a n d  p i p e l i n e  c a r r i e r s .  It o v e r s e e s  t h e  a v a i l a b i l i t y ,  
a f f o r d a b i l i t y  a n d  q u a l i t y  of t h e  u t i l i t y  s e r v i c e s  w h i c h  
are e s s e n t i a l  t o  A l a s k a ' s  e c o n o m i c  d e v e l o p m e n t .

It d o e s  t h i s  b y  m a k i n g  t i m e l y  d e c i s i o n s  t h a t  b a l a n c e  t h e  
c o m p e t i n g  i n t e r e s t s  of v a r i o u s  p a r t i e s .

T h e  A P U C  i s s u e s  c e r t i f i c a t e s  of p u b l i c  c o n v e n i e n c e  & n e c e s s i t y  to 

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

w i l l i n g  a n d  a b l e  t o  p r o v i d e  s e r v i c e .  W e  a p p r o v e  t h e  ra t e s ,  t e r m s  

a n d  c o n d i t i o n s  of  s e r v i c e  t o  t h e  p u b l i c .  T h e  C o m m i s s i o n  a l s o  d o e s  

t h e  r a t e - s e t t i n g  f o r  t h e  p o w e r  c o s t  e q u a l i z a t i o n  p r o g r a m ,  w h i c h  

h e l p s  o u t  to c o v e r  a p o r t i o n  of t h e  b i l l  for h i g h - c o s t  e l e c t r i c a l  

s e r v i c e  t o  a l m o s t  6 9 , 0 0 0  c u s t o m e r s .

T h e  C o m m i s s i o n  c o n s i s t s  of f i v e  m e m b e r s ,  e a c h  a p p o i n t e d  b y  t h e  

G o v e r n o r  f o r  a s i x - y e a r  term. W e  h a v e  a b u d g e t  of $ 3 . 6  m i l l i o n  a n d  

a s t a f f  o f  36. I a m  p r o u d  of t h e  w o r k  of  t h e  A l a s k a  P u b l i c



II- L e g i s l a t i v e  R e c o m m e n d a t i o n s

A. R e g u l a t o r y  C o s t  C h a r g e

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

s i m p l y  e x t e n d i n g  t h e  r e p e a l  d a t e  b y  f o u r  years. I b e l i e v e  t h a t  

t h i s  f u n d i n g  s o u r c e  is w i t h  us to  stay. If p r o b l e m s  o c c u r  in t h e  

future, t h e  C o m m i s s i o n  s u n s e t  r e v i e w  is a d e q u a t e  t o  a d d r e s s  them. 

If t h e  C o m m i s s i o n  w e r e  z e r o e d  o u t  of t h e  budget, t h e  a u t h o r i t y  a n d  

t h e  a g e n c y  r e s p o n s i b l e  to i m p o s e  an  R C C  w o u l d  b o t h  d i s a p p e a r .

U t i l i t i e s  h a v e  e x p r e s s e d  c o n c e r n  a b o u t  the p o s s i b i l i t y  of o v e r­

c o l l e c t i o n  of R C C  b e y o n d  t h e  a m o u n t  of t h e  C o m m i s s i o n ' s .  C u r r e n t l y  

t h e  s t a t u t e  d i r e c t s  t h e  C o m m i s s i o n  t o  c h a n g e  t h e  r a t e  as r e q u i r e d  

t o  a v o i d  o v e r c o l l e c t i o n .  T h e  p r o b l e m  is one of t i m i n g :  b y  t h e  t i m e  

t h e  f i s c a l  y e a r ' s  r e s u l t s  a r e  k n o w n  it is t o o  l a t e  to a d j u s t  t h e  

r a t e .  If t h e  f o u r t h  q u a r t e r  p a y m e n t  is s p l i t  a n d  o n l y  t h a t  a m o u n t  

r e q u i r e d  to  b a l a n c e  t h e  b u d g e t  is a p p l i e d  to t h e  f i s c a l  year, t h e  

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

w o u l d  b e  r e q u i r e d  t o  r e d u c e  t h e  R C C  r a t e  to t a k e  t h i s  b a l a n c e  into 

a c c o u n t .

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

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

g Z  of t h e  O p e r a t i n g  B u d g e t  w i l l  e n s u r e  t h a t  n o  R C C  f u n d s  c o l l e c t e d  

t h i s  f i s c a l  y e a r  1. in t o  t h e  g e n e r a l  fund. I r e c o m m e n d  s i m i l a r  

p e r m a n e n t  l a n g u a g e  in A S  4 2 . 0 5 . 2 5 3  a n d  4 2 . 0 6 , 2 8 5 .

U t i l i t i e s  C o m m i s s i o n .
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B. P o w e r  C o s t  E q u a l i z a t i o n

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

e l e c t r i c  r a t e s  f o r  P C E - e l i g i b l e  u t i l i t i e s .  SB 106, t h e  i n t e r t i e  

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

f o r m e r l y  h a n d l e d  by t h e  A l a s k a  E n e r g y  A u t h o r i t y  t o  t h e  D e pt, of 

C o m m u n i t y  & R e g i o n a l  A f f a i r s .  H o w e v e r ,  t h r o u g h  a d r a f t i n g  e r r o r  

s o m e  r e f e r e n c e s  t o  t h e  " C o m m i s s i o n "  w e r e  i n a d v e r t e n t l y  c h a n g e d  to 

" d e p a r t m e n t "  ( D C R A ) . T h e  b i l l  as p a s s e d  t r a n s f e r r e d  t h e  P C E  

c a l c u l a t i o n s  to DCRA, b u t  t h i s  w a s  n o t  t h e  l e g i s l a t i v e  intent. A 

r e v i s o r ' s  b i l l  h a s  b e e n  p r e p a r e d  to c o r r e c t  t h i s  e r r o r .  M e a n w h i l e ,  

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

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

C. C a b l e  T e l e v i s i o n  R e g u l a t i o n

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

C o m m u n i c a t i o n s  C o m m i s s i o n  to r e g u l a t e  t h e  b a s i c  t i e r  of c a b l e  

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

T h i s  w o u l d  a p p l y  o n l y  t h e  B C  C a b l e  C o m p a n y  in J u n e a u  at t h i s  time. 

T h e  C i t y  & B o r o u g h  of J u n e a u  h a s  e x p r e s s e d  i n t e r e s t  in r e g u l a t i n g  

c a b l e  c o m p a n i e s ,  b u t  s t a t e  l a w  d o e s  n o t  a l l o w  t h i s  at  t h i s  time. 

A  c h a n g e  in s t a t u t e s  w o u l d  b e  n e e d e d  to a l l o w  l o c a l  g o v e r n m e n t s  to 

r e g u l a t e  C a b l e  TV.

D. P i p e l i n e  L e g i s l a t i v e  R e c o m m e n d a t i o n s



T h i s  is d e s c r i b e d  in t h e  a n n u a l  r e p o r t .  In t h e  i n t e r e s t  of t i m e  I 

w i l l  n o t  r e s t a t e  it.

E. C o m m i s s i o n  p r o c u r e m e n t  of e x p e r t  w i t n e s s e s

T h e  C o m m i s s i o n  r e c o m m e n d s  a d d i n g  an  e x e m p t i o n  t o  t h e  P r o c u r e m e n t  

Act, 3 6 . 3 0 . 8 5 0  t o  a l l o w  it t o  h i r e  its e x p e r t  w i t n e s s e s  f o r  c a s e s  

in a t i m e l y  m a n n e r .

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

of  e x p e r t  w i t n e s s e s  in a t i m e l y  f a shion. T h e  d e a d l i n e s  e s t a b l i s h e d  

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

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

p r e p a r e  t h e  case. O t h e r  p a r t i e s  to  t h e  p r o c e e d i n g s  u t i l i z i n g  

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

w i t n e s s e s  o n  a t i m e l y  basis, t h e  C o m m i s s i o n  is not. T h i s  e i t h e r  

d e l a y s  t h e  p r o c e s s i n g  of cases, or f o r c e s  t h e

C o m m i s s i o n ' s  w i t n e s s  t o  r u s h  t h e  p r e p a r a t i o n  o f  a case, t h u s  

a f f e c t i n g  t h e  a c c u r a c y  a n d  c r e d i b i l i t y  of t h e  w o rk, as w e l l  as 

c o s t i n g  t h e  s t a t e  m o r e  for o v e r t i m e .

N e x t  I w o u l d  l i k e  to r e s p o n d  t o  e a c h  of the l e g i s l a t i v e  c h a n g e s  

s u g g e s t e d  b y  t h e  A R E C A .

(1) L i b e r a l l y  C o n s t r u e d :  T h e  p h r a s e  " l i b e r a l l y  c o n s t r u e d "  a p p e a r s

o n l y  o n c e  in A S  4 2 . 0 5 .  It is f o u n d  in s e c t i o n  141, o u r  p o w e r s  &

d u t i e s  s e c t i o n :

S E C T I O N  4 2 . 0 5 . 1 4 1 .  G E N E R A L  P O W E R S  A N D  D U T I E S  O F  T H E  
C O M M I S S I O N .  (a) T h e  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
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may
(1) r e g u l a t e  e v e r y  p u b l i c  u t i l i t y  e n g a g e d  or p r o p o s i n g  t o  
en g a g e  in s u c h  a b u s i n e s s  i n s i d e  t h e  state, e x c e p t  to t h e  
e x t e n t  e x e m p t e d  b y  A S  4 2 . 0 5 . 7 1 1 ,  a n d  t h e  p o w e r s  of t h e  
c o m m i s s i o n  s h a l l  be l i b e r a l l y  c o n s t r u e d  t o  a c c o m p l i s h  its 
s t a t e d  p u r p o s e s ;. ..

In H E A  vs. C i t y  of K e n a i  t h e  S u p r e m e  C o u r t  said:

In sum, w e  h a v e  c o n s t r u e d  A S  4 2 . 0 5 . 1 4 1 ( a )  (1) t o  m e a n  t h a t  
t h e  a c t u a l  a r e a s  in w h i c h  t h e  A P U C  m a y  e x e r c i s e  its 
a d j u d i c a t o r y  a u t h o r i t y  a r e  q u i t e  n a r row. W i t h i n  t h o s e  
n a r r o w  areas, h o w e v e r ,  t h e  A P U C ' s  p o w e r s  to  a d j u d i c a t e  
are ple n a r y ,  as b r o a d  as t h e  s p e c i f i c  p r o v i s i o n s  of t h e  
a c t  p e r m i t . ...

T h i s  p r o v i s i o n  p r e s e n t s  t w o  g u i d i n g  p r i n c i p l e s  f o r  
d e t e r m i n i n g  t h e  e x t e n t  of t h e  A P U C ' s  j u r i s d i c t i o n  u n d e r  
s p e c i f i c  p r o v i s i o n s  of t h e  Act. O n  t h e  o n e  hand, it 
i n c l u d e s  a p r i n c i p l e  of l i m i t a t i o n ,  r e s t r i c t i n g  t h e  
A P U C ' s  p o w e r  t o  t h e  s p e c i f i c  j u r i s d i c t i o n a l  a r e a s  of its  
" s t a t e d  p u r p o s e s . "  O n  t h e  o t h e r  hand, it i n c l u d e s  a 
p r i n c i p l e  of e x p a n s i o n ,  m a n d a t i n g  t h a t  t h e  A P U C ' s  p o w e r  
to a c t  w i t h i n  its s p e c i f i c  a r e a s  of j u r i s d i c t i o n  "is t o  
be l i b e r a l l y  c o n s t r u e d . "

T h e  A l a s k a  S u p r e m e  C o u r t  h a s  d e a l t  w i t h  t h i s  p r o v i s i o n  e i g h t  t i m e s .

I n  f o u r  of t h o s e  c a s e s  the C o u r t  f o u n d  t h e  C o m m i s s i o n  l a c k e d

a u t h o r i t y ,  (over Y e l l o w  p a g e  ads, b o r o u g h  r e g u l a t i o n  o f  r i g h t s - o f -

way, a t t o r n e y  c o s t  a l l o c a t i o n ,  a n d  to r e f u s e  a r a t e  i n c r e a s e

r e q u i r e d  b y  b o n d  c o v e n a n t ) .

I n  a n o t h e r  fColville) E n v i r o n m e n t a l  S e r v i c e s  v s  N o r t h  S l o p e  B o r o u g h  

t h e  C o u r t  c o n c l u d e d  t h a t  t h e  C o m m i s s i o n ' s  a c t i o n  " f e l l  s q u a r e l y  

w i t h i n  t h e  a d j u d i c a t o r y  a u t h o r i t y  g r a n t e d  t h e  C o m m i s s i o n  b y  A S  

4 2 . 0 5 . 2 7 1 . "

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

r u l e d  in t h e i r  f a v o r  a b o u t  h a l f  t h e  time.

T h e  w a y  I r e a d  it, t h i s  l a n g u a g e  d o e s  n o t  c o n f e r  u p o n  t h e  A P U C  a n y  

j u r i s d i c t i o n  o u t s i d e  of its p o w e r s  l i s t e d  in t h e  s t a t u t e .  If t h e  

A P U C  w e r e  a c o u n t r y ,  w o u l d  d o  n o t h i n g  to e x p a n d  o u r  b o r d e r s .  

Instead, it o p e r a t e s  o n l y  w i t h i n  t h e  s t a t u t o r y  p o w e r s  g r a n t e d .  I 

d o  n o t  s u p p o r t  d e l e t i o n  of t h i s  p r o v i s i o n .

T h e  C o m m i s s i o n  h a s  o n l y  d i s c u s s e d  t h e  i s s u e  of " l i b e r a l l y  

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

25 y e a r s  o n  t h e  job! In a t  l e a s t  t h r e e  o f  t h e s e  c a s e s  t h e  

C o m m i s s i o n  a c t e d  to a l l o w  t h e  i n t e n t i o n  o f  t h e  u t i l i t y  or  a p p l i c a n t  

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

i r r e g u l a r i t i e s .  In a n o t h e r  t h e  C o m m i s s i o n  f o u n d  t h a t  it d i d  n o t  

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

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

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

(2) T h e  s e c o n d  i s s u e  is N e g o t i a t e d  r u l e m a k i n g .  I t h i n k  t h i s  is an  

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

e x a m i n a t i o n .  H o w e v e r ,  u n d e r  t h e  C o n s t i t u t i o n  it c a n n o t  m e a n  

d e l e g a t i o n  of t h e  r u l e m a k i n g  p o w e r s  of t h e  C o m m i s s i o n  to a n o t h e r  

b o d y .  T h e  n e g o t i a t i n g  g r o u p  m u s t  be t r e a t e d  a s  a s t a t e  a g e n c y  for 

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

o f  d e v e l o p i n g  r e g u l a t i o n s  is t e r r i b l y  s l o w  a l r e a d y ,  a n d  I w o u l d  n o t  

l i k e  t o  s e e  it s l o w e d  fu r t h e r .
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it s e e m s  t h a t  t h i s  t e c h n i q u e  w o u l d  w o r k  b e s t  w i t h  h i g h l y  

o v e r s i a l  issues. M a n y  of the C o m m i s s i o n ' s  r e c e n t  r e g u l a t i o n s  

r e s u l t e d  f r o m  l e g i s l a t i v e  manda t e s .  T h i s  is t r u e  of

u n i t y ), I n t r a s t a t e  p h o n e  service, and t h e  r e g u l a t o r y  c o s t  

■re. It is n o t  c l e a r  to m e  h o w  t h e s e  r e g u l a t o r y  p r o c e e d i n g s  

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

s u e  m u c h  m o r e  r e s e a r c h  w i l l  b e  n e c e s s a r y

'ommission r e s p o n d e d  t o  t h e  L e g i s l a t i v e  A u d i t  O n  M a r c h  1, 1993 

R e c o m m e n d a t i o n  No. 1, in t h e  S u n s e t  A u d i t  s t a t e d ;  A l a s k a  

S t a t u t e  4 2 . 0 5 . 2 5 3  s h o u l d  be a m e n d e d  to r e q u i r e  A P U C  to 

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  cost c h a r g e  (’RCC) on 

an i n d u s t r y  by i n d u s t r y  basis. Further, t h e  a u t o m a t i c  

r e p e a l  d a t e  of t h i s  s t a t u t e  s h o u l d  be d e l e t e d .

The C o m m i s s i o 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 l d  b e  m a d 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  

’.egis 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  

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

asses s m e n t .  T h e  C o m m i s s i o n  e x p e n d e d  s i g n i f i c a n t  

‘•esources 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  

‘rake 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 i a 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  is 

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

H owever, t h e  C o m m i s s i o 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 i o n  

to r e q u i r e  i t e m i z a t i o n  of t h e  r a t e s  u n d e r  t h e  R C C  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 pe. A l t h o u g h  in t h e o r y  t h e  

r e c o m m e n d a t i o n  h a s  s o m e  m e r i t ,  it is n o t  a t  a l l  c l e a r  to 

t h e  C o m m i s s i o n  t h a t  it w o u l d  b e  e i t h e r  p r a c t i c a l  or c o s t -  

e f f e c t i v e  t o  a t t e m p t  to  i m p l e m e n t  at t h i s  time.

I n d i v i d u a l  R C C  r a t e s  w o u l d  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  of t h e  C o m m i s s i o n ' s  costs. T h e

r e c o m m e n d a t i o n ,  if i m p l e m e n t e d  as d r a f t e d ,  w o u l d  

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  of t h e  R C C  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 l d  be 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 h e n  it w a s  i m p l e m e n t e d .  A  p e r m a n e n t  i n c r e m e n t  to 

t h e  C o m m i s s i o n ' s  b u d g e t  w o u l d  be r e q u i r e d .  T h e  

C o m m i s s i o n  w o u l d  f a c e  a n e w  a d m i n i s t r a t i v e  b u r d e n  of 

s e t t i n g  i n d i v i d u a l  R C C  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  the 

rates.

O n e  of t h e  k e y  p r i n c i p l e s  g u i d i n g  the d e v e l o p m e n t  of t h e  

R C C  w a s  s i m p l i c i t y .  T h i s  w a s  t r u e  bo t h  f o r  t h e  u t i l i t i e s  

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

a d m i n i s t r a t i o n  of t h e  p r o g r a m .  T h e  C o m m i s s i o 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 i n g  c o s t s  of the R C C  p r o g r a m  f r o m  

its e x i s t i n g  b u d get, 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
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s i m p l e  a n d  w o r k a b l e .  T h e  a u d i t o r s '  r e c o m m e n d a t i o n  f o r  

f u r t h e r  r e f i n e m e n t  of t h e  R C C  w o u l d  r e q u i r e  t h e  s t a t u t o r y  

c a p  of .61% of 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 ) )  

to be s u b s t a n t i a l l y  increased. B a s e d  on t h e i r  e s t i m a t e s  

by u t i l i t y  t y p e  for 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  for t h e  C o m m i s s i o n  w o u l d  r e q u i r e  

i n c r e a s i n g  t h e  c a p  to  .35% for c e r t a i n  u t i l i t y  g r o u p s ,  at 

a m i n i m u m .

F r o m  t h e  p e r s p e c t i v e  of 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  of l e s s  t h a n  $20 p e r  y ear, 

d i f f e r e n t  r a t e s  for d i f f e r e n t  u t i l i t y  t y p e s  w o u l d  n o t  

h a v e  a m e a s u r a b l e  a f f e c t  on  t h e i r  t o t a l  bill.

III. A . P . U . C . ' s  R e s p o n s e  to t h e  R e c o m m e n d a t i o n s  of t h e  L e g i s l a t i v e  

A u d i t o r

T h e  A l a s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  c o n c u r s  w i t h  t h e  l e g i s l a t i v e  

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

a n d  s u p p o r t s  e x t e n s i o n  of t h e  s u n s e t  d a t e  at l e a s t  f o u r  y e a r s .

A. R e g u l a t o r y  c o s t  c h a r g e

T h e  C o m m i s s i o n  o p p o s e s  r e q u i r e d  r e a d j u s t m e n t  of t h e  R C C  o n  an 

i n d u s t r y  b y  i n d u s t r y  basis. K e e p  it small. K e e p  it s i m p l e .  A n d  

k e e p  it u n i f o r m .  T h e  a d m i n i s t r a t i v e  e x p e n s e  of  m a k i n g  t h i s  c h a n g e  

w o u l d  f a r  e x c e e d  a n y  v a l u e  of i n d i v i d u a l i z a t i o n  of rates.
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A s  I s t a t e d  in o u r  r e s p o n s e  to t h e  L e g i s l a t i v e  A u d i t  

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

F r o m  t h e  p e r s p e c t i v e  of 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 n  
R C C  b i l l  of le s s  t h a n  $20 p e r  year, 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 pes w o u l d  not h a v e  a m e a s u r a b l e  
e f f e c t  on t h e i r  t o t a l  bill.

B . E a s i e r  A c c e s s  f o r  D t i l i t y  C o n s u m e r s  to  O p t  I n  or O u t  of

R e g u l a t i o n s

I s u p p o r t  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  e i t h e r  $ 5 0 0 , 0 0 0  or 

$ 1 , 0 0 0 , 0 0 0  for 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  b e  

e l i g i b l e  t o  v o t e  for d e r e g u l a t i o n .  T h i s  1 m i l l i o n  d o l l a r  c e i l i n g  

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

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

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

C. T i m e k e e p i n g  S y s t e m

T h e  C o m m i s s i o 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 i o n  is w o r t h w h i l e  t o  

p u r s u e .  If a c c o m p l i s h e d  for 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 t e m  c o u l d  b e  d e s i g 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 ,  if t h e  

s y s t e m  is r e q u i r e d  to  s e r v e  as t h e  b a s i s  for b i l l i n g s ,  s u c h  as 

t h o s e  r e c o m m e n d e d  in t h e  a u d i t o r s '  f i r s t  r e c o m m e n d a t i o n ,  it w o u l d  

b e  c o n s i d e r a b l y  m o r e  c o s tly. In  e i t h e r  c a s e  a f i s c a l  n o t e  w o u l d  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 i o n .

D. C o m m i s s i o n e r ' s  A c c e s s  to A d e q u a t e  S t a f f  S u p p o r t

I a m  p r o p o s i n g  t o  b e e f  up t h e  s t a f f  s u p p o r t  a v a i l a b l e  t o



PttH5BnK2B9HE8B2S89mBBSBZ3K&9nriBn9BMHBBB9HB

C o m m i s s i o n e r s  on r e g u l a t o r y  p o l i c y  issues. W h e n  C o m m i s s i o n  S t a f f  

is n a m e d  as a p a r t y  t o  a p r o c e e d i n g ,  t h e  j u d i c i a l  e x  p a r t e  r u l e  

p r e v e n t  C o m m i s s i o n e r s  f r o m  s e e k i n g  t h e i r  a d v i c e  o r  r e s e a r c h ,  e x c e p t  

a s  f o r m a l l y  p r e s e n t e d  in t h e  c a s e  o n  t h e  r e c ord. S p e c i f i c a l l y  we  

a r e  p r o p o s i n g  to u p g r a d e  o n e  p o s i t i o n  a n d  c r e a t e  o n e  n e w  s l o t  to 

s e r v e  as C o m m i s s i o n e r s ' P o l i c y  A n a l y s t s .  D e t a i l s  of t h i s  p r o p o s a l  

w i l l  a p p e a r  in t h e  C o m m i s s i o n ' s  FY  95 b u d g e t  r e q u e s t .

E. S t a g g e r  C o m m i s s i o n e r ' s  T e r m s

T h e  C o m m i s s i o n  s u p p o r t e d  t h i s  one, b u t  a s t a t u t o r y  c h a n g e  w o u l d  be 

n e e d e d  t o  c o r r e c t  t h i s  time. T w o  C o m m i s s i o n e r s  t e r m s  e x p i r e d  l a s t  

y e a r  a n d  t h e  t e r m s  of t h e  n e w  a p p o i n r e e s  are s c h e d u l e d  t o  e x p i r e  on 

t h e  s a m e  d a y  in 1999.



REPORT CONCLUSIONS

Policy Issues

This review contains policy issues raised as a result of our evaluation of various commission 
practices. The fmal policy decisions affecting those practices require legislative considera­
tion. In debating these decisions the legislative oversight committees should take into 
consideration the findings and recommendations presented in this report to assist them in 
evaluating the potential impact of any policy changes.

Report Conclusions

In our opinion, the Alaska Public Utilities Commission is operating in an efficient and 
effective manner and should continue to regulate public utilities and pipelines. We believe 
that the public interest is being served by requiring public utilities and pipelines to be 
certificated by APUC. This process stabilizes demand for the utility service by eliminating 
competition and thereby allowing economies of scale to operate. Economic regulation by 
the commission, in place of that competition, ensures that the utilities provide adequate 
service at the lowest reasonable rates.

We recommend that AS 44.66.010(a)(4) be amended to extend the life of APUC to June 30, 
2003. APUC has consistently demonstrated public need; we believe it is in the public’s best 
interest to extend the life of this commission for ten years. However, we recognize that 
performance issues periodically arise. The Division of Legislative A.udit can address these 
interim issues, if any, through a special audit at the request of the Legislative Budget and 
Audit Committee.
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FINDINGS AND RECOMMENDATIONS

Alaska Statute 42.05.253 should be amended to require APUC to periodically adjust the 
regulatory cost charge ('RCC) on an industry by industry basis. Further, the automatic repeal 
date of this statute should be deleted.

In our 1989 sunset audit report we recommended a program receipts budget for APUC, not 
because it was an alternative funding source but because of the potential benefits that this 
mechanism could provide. A user fee design can establish a basic fairness in that only those 
who benefit ffom the regulatory process bear its cost; it can also encourage consumers to 
recognize and eliminate unwarranted regulation through deregulation elections. However, 
these benefits will only be realized to the extent that the RCC program reasonably links the 
cost-causers with the cost-payers.

For FY 93, the legislature authorized a new RCC program which passes APUC’s costs on 
to the consumers of regulated utilities. This program allocates costs based upon gross 
revenues. A single charge factor is used across-the-board for all utilities and all industries. 
Although we believe that a direct workload-based allocation program is preferable, as 
outlined in our 1989 report, we also continue to believe that a gross revenue based system 
could realize these benefits if the rates reflect the workload. However, the single RCC factor 
used in the current plan sacrifices some of program’s potential benefit, in that the cost-payers 
are not necessarily the cost-causers.

We analyzed APUC’s workload to evaluate the alignment of cost-causer to cost-payer. In 
the absence of verifiable data such as utility or industry codings on payroll time sheets, we 
were forced to approximate 
the workload by using rough 
estimates, which were 
provided on an unofficial 
basis by commission staff.
They provided estimates of 
the average relative effort 
required to perform the 
ongoing APUC functions 
such as tariff filings, formal 
proceedings, certification 
proceedings, and formal and 
informal complaints. While 
we acknowledge that the 
weighting in these analyses is 
imperfect, we believe it 
provides an adequate 
indication of the

Recommendation No. 1
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commission’s workload. We found that the electric and telephone indu- tries, on a combinec 
basis, have represented approximately 79 percent of APUC’s workload. The graph of these 
two industries illustrates the significance, variation, and trend that complicates setting of an 
RCC rate. The following table compares the commission’s estimated FY 93 RCC receipts 
with the amount calculated based upon the workload over the past three years.

F la t R a te  A llocation W o rk lo a d  A llocation

In d u s try

E s tim a te d
G ro ss

R evenues
R C C

P erc e n t
E s tim a te d  

F Y  93 R C C

P e rc e n t
o f

W o rk lo a d A llocation

O v e r
(U n d e r)

A llo ca tio n

E le c tr ic S260.673.485 .577% S l.504 .086 34% S 1 .3 1 1,670 S 1 9 2 .4 16

T e lep h o n e 153.306.332 .577% 884.577 45% 1,736,033 (851,456)

P ip e lin e 99.532.100 .577% 574,300 4% ’ 54,314 419 ,986

G as 99,152,056 .577% 572,107 3% 115.736 456.371

W a te r 2 2 .9 5 5 3 2 0 .577% 132,452 4% 154.314 (21,862)

S ew er 1 7 ,129376 .577% 98.838 2% 77.157 21,681

R efuse 15.856.758 .577% 91,493 4% 154,314 (62,821)

C a b le 0 .577% 0 3% 115.736 (115,736)

O th e r 0 .577% 0 1% 38,579 (3 8 3 7 9 )

T o ta l $ 6 6 8 ,6 0 5 ,6 2 7 $ 3 ,8 5 7 ,8 5 3 1 0 0 % $ 3 ,8 5 7 ,8 5 3 S  0

This table demonstrates that, based upon the workload over the past three years, the flat 
across-the-board rate significantly undercharges telephone and overcharge > electric, pipeline, 
and gas utilities. Of course, the over or under allocation amount by industry varies 
depending on how many years of workload are considered. The use of an across-the-boarc 
rate incorrectly assumes that an industry’s gross revenues are closely correlated to the 
workload that it creates. Given the significance of the electric and telephone workload, 
variation, and trend, we do not believe that the allocation methodology should assume that 
all workload cycles reverse themselves and that all industries create the same amount ol 
workload in the long run. Therefore, we recommend that the legislature amend 
AS 42.05.253 to require APUC to periodically adjust the RCC factors to reflect workload 
on an industry by industry basis.

Notwithstanding the above, we support the current RCC program; we believe that it provides 
a measure of equity and responsiveness to unwarranted regulation that was lacking prior to 
the program. Our recommendation is intended to further the equity and regulatory 
responsiveness objective of this program.
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The RCC program was established as a trial program utilizing an automatic repeal of 
December 31, 1994. As we consider this program to be effective, we recommend that this 
repeal provision be deleted.

Recommendation No. 2

Alaska Statute 42.05.711 should be amended to make it easier for utility consumers to opt 
in or opt out of economic regulation.

In the 1989 sunset audit report, we recommended the deregulation of several industries as 
well as the smaller utilities in each industry. We continue to believe that not all industries 
need to be regulated and that the cost of regulation may exceed its benefits, particularly for 
the smaller utilities. With the recent adoption of a user fee approach under the RCC 
program, the impetus exists to make state government more responsive; what is lacking is 
a reasonable mechanism to allow consumers to select whether or not they want their utility 
to be regulated.

Alaska Statute 42.05.711 exempts electric and telephone utilities with revenues less than 
$50,000 and refuse utilities with revenues under $200,000. However, customers can obtain 
economic regulation by petitioning APUC. Alaska Statute 42.05.711 presently requires 25% 
of an exempted utility’s subscribers to sign the petition. We believe that this is too great an 
obstacle to overcome and recommend that an election be called if APUC receives a petition 
demonstrating significant consumer interest. We recommend that the petition and election 
requirements be modeled after the deregulation election procedures in AS 42.05.712. These 
procedures call for an election if the petition is signed by 10% of the first 5,000 subscribers 
and 3% of the subscribers in excess of 5,000. These elections may only be held once every 
two years for a given utility.

Alaska Statute 42.05.711 also allows deregulation elections to be held for electric and 
telephone utilities with revenues of less than $325,000 and other utilities with revenues under 
$100,000. We believe that more consumers should be given the option to deregulate by 
substantially raising the cut-off amount.

In combination, these two changes would allow APUC and the user fee approach of the new 
RCC program to be more responsive to the regulatory needs of the utility consumer. The 
regulatory cost/benefit decision should be made by the consumer.

Recommendation No. 3

APUC should establish a timekeeping system.

We initially recommended, in 1979, that the commission implement the time system they had 
purchased. As pan of a 1978 management audit of APUC, Arthur Young & Co. developed 
a time management system to assist the commission in prioritizing, planning, scheduling, and

ALASKA STATE LEGISLATURE - 9 -
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monitoring the workflow. In response to our recommendation, the commission concurred 
that a time management system is a useful administrative tool. They indicated that the time 
system would be implemented.

In our 1989 sunset audit report we recommended that APUC establish a timekeeping system 
as an integral pan of a direct-allocation RCC program. As the legislature selected an RCC 
program that was not time based, APUC was not required to implement this 
recommendation. However, as costs to establish and operate a time system are minimal and 
the benefits are substantial, we continue to recommend it.

The costs of a timekeeping system are minimal.

The commission should determine what management reports are needed. While we 
acknowledge that the 1978 time management system is lH 'y outdated, we recommend 
that the commission review it to assist them in developing this needs definition.

Purchase and install “canned” software. There is very inexpensive software on the 
market that should meet the commission’s needs. APUC already has a programmer on 
staff that could handle the installation.

• The ongoing cost to record time would be insignificant. An employee would need only 
a few minutes a day to electronically enter their time.

• The time system would also require a small amount of computer and personnel time to 
accumulate the data and generate periodic management reports.

The benefits of a timekeeping system are substantial.

A time system would give APUC management a greater ability to prioritize, plan, 
schedule, and monitor their workload. We believe this information would be invaluable 
to the commission.

• The legislature is often involved in regulatory matters. Using these management reports, 
APUC would be better able to estimate the full effect of any regulatory changes.

There is a potential for increased staff efficiency as a result of time sheet accountability.

• Time sheets would provide a defensible basis for the RCC allocation discussed in 
Recommendation No. 1. However, regardless of the action taken on Recommendation 
No. 1, the benefits of implementing a timekeeping system far outweigh the costs.

The nature of the commission’s business is very different from most state agencies; they deal 
with a relatively small number of companies and work on discrete projects. APUC’s 
workload is similar to that in the Attorney General’s Office and the Department of 
Transportation and Public Facilities’ maintenance and construction divisions, all of which 
maintain project time systems.
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APUC should consider how to best ensure commission member access to adequate staff 
support and advice.

The commission members are inundated with technical information and complex issues. 
These issues must be thoroughly explored and the commission’s decisions must be fully 
documented. The legislature recognized this difficult task and appropriately established full­
time commission members with six-year terms. Nevertheless, there remains a substantial 
need for staff support and professional advice.

We are concerned that in the instances when commission staff are named as a party in an 
adjudicatory proceeding, the commission members do not have full access to support staff, 
professional staff, or legal counsel. The judicial model requires adversarial parties to present 
the case. APUC staff is frequently designated as a party to a case to provide this necessary 
balance. The assistant attorney generals advise APUC staff and effectively become a party 
to the case. Under this judicial model, ex parte communication rules prevent the 
commission members from directly obtaining assistance or advice from their staff or 
attorneys; this can only be accomplished if the utility is also present. This may often be 
impractical.

We believe that the commission would benefit from greater access to their staff and 
attorneys. The commission should consider how to best ensure full access. We offer the 
following alternatives:

A group could be assigned, on a rotational basis, to each case. These individuals would 
be the party to the case; all others would be available to the commission members.

• Several staff could be assigned, on a rotational basis, directly to the commission. The 
criteria for selection may vary. The team could include all the professional disciplines, 
it could target the disciplines currently needed, or it could be a team of executive 
assistants. The remaining staff would be the party of record.

Although the above approaches have certain drawbacks, we believe that some separation 
would be achieved thus diminishing the ex parte communication problem. We believe this 
will enhance the commission’s overall efficiency and effectiveness.

Recommendation No. 4

Recommendation No. 5

The APUC member’s terms of office should be staggered.

The Alaska Public Utilities Commission has five members who are appuinted by the 
governor and confirmed by the legislature in joint session to serve six-year terms. On 
October 31, 1993 two commission seats become available. Because the potential for

ALASKA STATE LEGISLATURE
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disruption of commission activity would be high with two new members coming in at the 
same time, we recommend the terms be staggered.

Currently, the terms are scheduled to end as follows:

Consumer seat (1) 
Engineering seat 
Legal s e a t ..........

October 31, 1993 
October 31, 1993 
October 31, 1994 
October 31, 1996 
October 31, 1998

Consumer seat (2) 
Finance seat . . .

We propose this staggering be implemented by modifying the upcoming term of the 
engineering seat. We propose the following language be added to a temporary or special act:

The term o f the Alaska Public Utilities Commission Engineering seat, which is 
scheduled to begin on November 1, 1993, shall end on October 31, 1995. This 
adjustment to the normal six-year term, as established under AS 42.05.030(a), is 
necessary to appropriately stagger commission membership.

ALASKA STATE LEGISLATURE DIVISION OF LEGISLATIVE AUDIT



09/22/93 11:58 'S'907 278 0180 AK Pl’B UTIL COMM 000

O perating  Budget

Operating Budget
FY92 FY93 Percent

C h an g e

A P P R O P R I A T I O N S

71C00 Personal Services $2,430,300 $2,455,400 1.0%
72000 Travel 51,400 57,800 12.5%
73000 Contractual 1,114,800 1,163,500 4.4%
74000 Commodities 27,600 43,700 58.3%
75000 Equipment 2,900 20,400 603.4%

TOTALS $3,627,000 $3,740,800 3.1%

E X P E N D I T U R E S

71000 Personal Services S2.431.602 $2,366,884 -27%
72000 Travel 40,383 47,777 18.3%
73000 Contractual 1,021,645 913,309 -10.6%
74000 Commodities 79,583 94,049 18.2%
75000 Equipment 52,556 71,327 35.7%

TOTALS $3,625,769 $3,493,348 -3.7%

R E V E N U E  R E C E I P T S  1

General Fund: $207,943
General Fund
Program Receipts: $3,897,5532

TOTAL RECOVERED $207,943 $3,897,553

1 The Commission received rever s under various provisions of its statutes including application fees (AS 4205.661/(AS 42.06.607), 
copying and postage charges (At. ''’.05,201) and cost allocations in proceedings (AS 42.05.651/AS 4206.610).

J The Commission funding was char 1 to General fund Program Receipts in FY93 (3 AAC 47) under the Regulator/ Cost Oha-ge 
program. /
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MUNICIPALITY OF ANCHORAGE
1994 LEGISLATIVE PROGRAM

LEGISLATIVE ISSUES

TITLE: Alaska Statute Change Concerning Public Utilities

The Municipality of Anchorage and Municipal Light and Power recommend the 
following changes at Section 42.05.381(b) of the Alaska Statute as 
follows:

(b) In establishing the revenue requirements of a 
municipally owned and operated utility the Municipality 
is entitled to include a reasonable (rate of return) 
profit.

and, at Section 42.05.521 of the Alaska Statute as follows:

Section 42.05.521. Impaired capital. When the 
Commission finds that the capital of a public utility 
corporation is impaired, or might become impaired, it 
may, after investigation and hearing, issue an order 
directing the public utility to cease paying dividends 
on its common stock until the impairment has been 
removed. Nothing in this section shall prohibit a 
public utility from the distribution up to one third of 
its profit earned in a given year in accordance with 
Section 42.05.5.31. (Section 6, Chapter 113 SLA 1970)

JUSTIFICATION:

Section 42.05.381(b) Change from Rate of Return to Profit.

In every rate case ML&P has had before the Alaska Public Utilities 
Commission (APUC) since 1980, ML&P has indicated the inadequacy of the 
rates that were being granted. ML&P’s concern was the fact that the rates 
that were granted did not provide a reasonable opportunity for a positive 
bottom line. In the past rate cases, APUC staff advocate a zero bottom 
line. ML&P focused on the adequacy of rates regardless of the methodology 
used to insure that this utility had bottom line earnings. In this 
respect, the rat of return methodology is a theoretical calculation that 
does not necessarily insure profit.

(more) SENATE FINANCE
COMMITTEE

Amendment Number:. 1L 
Bill Number: £ €  _c> / T
Sponsor________
Logged In By:____



Alaska Statute Change Concerning Public Utilities 
Continued

Changing the statute from rate cf return to profit insures that the test 
for reasonableness includes cost recovery through rates that have been set 
which includes a profit to the utility.

Section 42.05.521 addition is included to insure that the owners of a 
utility, in this case the Municipality, can receive a return even if 
capital is impaired.

Contact: Kunald J. Kuczek
Assistant to General Manager 

Phone: 263-5424
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THE ALASKA P U B L IC  U T I L I T I E S  COM M ISS ION :

A  N E W  S T R U C T U R E

I n  t h e  c o u r s e  of s u n s e t  r e v i e w  o f  t h e  A l a s k a  P u b l i c  U t i l i t i e s  
C o m m i s s i o n  ( A P U C ) , t w o  f acts a r e  c l e a r :  T h e r e  is a c o n t i n u i n g
n e e d  f o r  the e x i s t e n c e  of t h e  C o m m i s s i o n  a n d  t h e r e  is n e e d  to 
c h a n g e  the m e t h o d  in  w h i c h  it o p e r a t e s .  T h i s  w h i t e  p a p e r  w i l l  
d i s c u s s  the A P U C ' S  m i s s i o n  a n d  i t s  o r g a n i z a t i o n a l  s t r u c t u r e .

M i s s i o n :

T h e r e  is a n e e d  to f o c u s  on t h e  m i s s i o n  s t a t e m e n t  of the A P U C  a s  
l a i d  o u t  in s t a t u t e .  T h e r e  a r e  t w o  b a s i c  f u n c t i o n s  to b e  s e r v e d  
b y  t h e  A P UC. O n e  is to p r o t e c t  t h e  p u b l i c  i n t e r e s t ;  the o t h e r  to 
a s s u r e  the c o n t i n u e d  v i a b i l i t y  of t h e  u t i l i t i e s .

I n  t h e  c a s e  of the former, t h e  A P U C  s h o u l d  h a v e  the m a n d a t e  of 
a s s u r i n g  th a t  u t i l i t y  rates a r e  just, f a i r  a n d  r e a s o n a b l e .  In 
t h e  p r o c e s s  of c a r r y i n g  out t h i s  m a n d a t e ,  t h e y  m u s t  d e t e r m i n e  
a p p r o p r i a t e  r a t e s’ of return, e i t h e r  o n  a n  i n d u s t r y  o r  a n  
i n d i v i d u a l  c o m  a n y  basis. T o  d o  so, t h e y  m u s t  m a k e  a 
d e t e r m i n a t i o n  o: the c osts of p r o v i d i n g  s e r v i c e ,  e s t a b l i s h  w h a t  
is u s e d  a n d  u s e f u l  in rate b a s e  a n d  b e  a s s u r e d  th a t  m a n a g e m e n t  
p r a c t i c e s  a r e  p r u d e n t .

T h e  l a t t e r  f u n c t i o n  is e q u a l l y  i m p o r t a n t .  If u t i l i t i e s  a r e  n o t  
f i n a n c i a l l y  v i a b l e ,  t h e n  s e r v i c e  w i l l  b e  e r o d e d  a n d  even, if 
c a r r i e d  to the a b s u r d ,  b e c o m e  u n a v a i l a b l e .  It is in the p u b l i c  
i n t e r e s t  t o  p r o t e c t  the v i a b i l i t y  of u t i l i t i e s .

A s  t h e  A P U C  c a r r i e s  o u t  t h e s e  t w o  f u n c t i o n s ,  it m u s t  b e  m i n d f u l  
o f  a p p r o p r i a t e  e c o n o m i e s .  T h e y  m u s t ,  i n  o t h e r  words, a c c o m p l i s h  
t h e s e  t w o  m a n d a t e s  b y  u s e  of t h e  m o s t  e f f i c i e n t  a n d  e c o n o m i c a l  
m e a n s  p o s s i b l e  to a s s u r e  th a t  t h e  c o s t  of r e g u l a t i o n  is n o t  a 
m a j o r  c o n t r i b u t o r  to the co s t  of s e r v i c e .  It is in n e i t h e r  t h e  
p u b l i c  i n t e r e s t  n o r  t h a t  of t h e  u t i l i t i e s  t o  r e q u i r e  a u t i l i t y  to 
e x p e n d ,  for i n s t a n c e ,  $ 4 0 , 0 0 0  i n  a p r o c e e d i n g  w h i c h  r e s u l t s  in 
l o w e r i n g  t h e  u t i l i t y ' s  a l l o w a b l e  c o s t s  b y  $6,000. S u c h  r e s u l t s  
c o n t i n u e  to o c c u r  in the o p e r a t i o n s  of  t o d a y ' s  APUC.

S t r u c t u r e :

T h e r e  is a n e e d  to a d d r e s s  t h e  s t r u c t u r e  of the A P U C  u s i n g  t h e  
F e d e r a l  C o m m u n i c a t i o n s  C o m m i s s i o n  (FCC) as  a model.
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R e s t r u c t u r i n g  the A P U C  in  t h i s  m a n n e r  w i l l  p r o v i d e  f o r  a m o r e  
e f f i c i e n t  o p e r a t i o n  a n d  e l i m i n a t e  c e r t a i n  i n e q u i t i e s  w h i c h  n o w  
e x i s t .

T h e  c u r r e n t  s t r u c t u r e  of t h e  C o m m i s s i o n  h a s  s t a f f  m o v i n g  b a c k  a n d  
f o r t h  in t w o  roles. O n  t h e  o n e  hand, t h e y  a r e  o f t e n  p a r t y  to 
d o c k e t s ,  r e p r e s e n t i n g  t h e  p u b l i c  i n t e r e s t .  O n  the o t h e r  hand, 
t h e y  s e r v e  i n  a n  a d v i s o r y  c a p a c i t y  to the C o m m i s s i o n .  T o  p u t  the 
s i t u a t i o n  i n t o  c o n t e x t ,  the C o m m i s s i o n  s e r v e s  a s  a q u a s i  j u d i c i a l  
b ody. A l l o w i n g  the s t a f f  to  m o v e  b a c k  a n d  f o r t h  as b o t h  p a r t y  to 
a n d  a d v i s o r s  to  t h e  C o m m i s s i o n  in t h e  s a m e  d o c k e t  is m u c h  the 
s a m e  a s  a l l o w i n g  e i t h e r  t h e  p l a i n t i f f  o r  d e f e n d a n t  i n  a l e g a l  
p r o c e e d i n g  to  a d v i s e  t h e  j u d g e  o n  his f i n a l  d e c i s i o n ,  r a t h e r  t h a n  
j u s t  p r e s e n t i n g  e v i d e n c e  f o r  t h e  record.

U t i l i z i n g  t h e  F C C  m o d e l ,  t h a t  p o r t i o n  of t h e  s t a f f  d e s i g n a t e d  as 
r e p r e s e n t a t i v e  of t h e  p u b l i c  i n t e r e s t  w o u l d  b e  e s t a b l i s h e d  
s e p a r a t e  f r o m  the C o m m i s s i o n  itself. T h i s  " S t a f f "  w o u l d  s e r v e  
u n d e r  the d i r e c t i o n  of the c o m m i s s i o n ' s  e x e c u t i v e  d i r e c t o r  a n d  
w o u l d  b e  p a r t y  to d o c k e t s  a s  a p p r o p r i a t e .  T h e i r  p a r t i c i p a t i o n  in 
d o c k e t s  w o u l d  b e  a s  a n  a u t o n o m o u s  p a r t y  a n d  t h e y  w o u l d  b e  s u b j e c t  
t o  the s a m e  r u l e s  r e g a r d i n g  e x  p a r t e  c o n t a c t  w i t h  t h e  C o m m i s s i o n  
as  a r e  o t h e r  p a r t i e s  to d o c k e t s .

T h e  c o m m i s s i o n e r s ,  o n  t h e  o t h e r  hand, s h o u l d  h a v e  p e r s o n a l  staff, 
as  w e l l  as t h e i r  o w n  c o u n s e l ,  t o  a s s i s t  t h e m  i n  r e s e a r c h ,  w r i t i n g  
o r d e r s  and, i n  g e n e r a l ,  f i l l i n g  a n  a d v i s o r y  r o le.

A s  c o m m i s s i o n e r s  s e r v e  in t h e  r o l e  of j u d g e s ,  t h e y  s h o u l d  not 
l a u n c h  i n v e s t i g a t i o n s  o r  o p e n  d o c k e t s  o n  t h e i r  o w n  m o t i o n .  T h e y  
s h o u l d  n o t  i s s u e  n o t i c e s  of i n q u i r y  o r  e n g a g e  i n  w r i t i n g  
r e g u l a t i o n s .  T h e s e  f u n c t i o n s  s h o u l d  b e  t h e  s o l e  p u r v i e w  of 
" S t a f f " .

T h e  d e s i g n a t e d  s e a t s  c o n c e p t  s h o u l d  b e  e l i m i n a t e d .  T h e  
d e s i g n a t e d  s e a t s  ( a c c o u n t a n t ,  l e g a l  a n d  e n g i n e e r i n g )  o r i g i n a t e d  
i n  the e a r l y  d a y s  of s t a t e h o o d  w h e n  t h e  C o m m i s s i o n  w a s  a  p a r t  
t i m e  b o d y  w i t h  n o  s t a f f .  I n  t h o s e  days, it w a s  n e c e s s a r y  to h a v e  
a n  e n g i n e e r ,  a  l a w y e r  a n d  a n  a c c o u n t a n t  o n  t h e  C o m m i s s i o n  b e c a u s e  
t h e y  h a d  n o  s t a f f  w i t h  s u c h  e x p e r t i s e .  T h e  t w o  c o n s u m e r  s e a t s  
w e r e  a d d e d  i n  the m i d  s e v e n t i e s  i n  the m i s t a k e n  b e l i e f  t h a t  the 
t h r e e  a s s i g n e d  s e a t s  w e r e  c h a r g e d  w i t h  r e p r e s e n t i n g  t h e i r  s p e c i a l  
i n t e r e s t s .  T h e  f a c t  is t h a t  t h e  c o m m i s s i o n e r s  m u s t  b e  n e u t r a l  
j u d g e s  a n d  s h o u l d  n o t  b e  r e p r e s e n t i n g  a n y  s p e c i a l  i n t e r e s t  group. 
U n d e r  t h e  s t r u c t u r e  o u t l i n e d  ab o v e ,  " S t a f f "  w o u l d  r e p r e s e n t  the 
p u b l i c  i n t e r e s t .  T o  f u r t h e r  e m p h a s i z e  t h e  s e p a r a t i o n  o f  " S t a f f "  
a n d  C o m m i s s i o n ,  it m u s t  b e  c l e a r l y  u n d e r s t o o d  t h a t  t h e  e x e c u t i v e  
d i r e c t o r  w i l l  b e  i n  c h a r g e  o f  " S t a f f " .
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D o i n g  a w a y  w i t h  t h e  a s s i g n e d  s e a t s  o n  t h e  C o m m i s s i o n  w i l l  a l s o  
r e q u i r e  l a n g u a g e  t o  m a k e  it c l e a r  t h a t  c a n d i d a t e s  f o r  the 
C o m m i s s i o n  m u s t  b e  p r o f e s s i o n a l  w i t h  s o m e  k n o w l e d g e  of 
u t i l i t i e s .  N o  m o r e  t h a n  o n e  c o m m i s s i o n e r  f r o m  a n y  o n e  v o c a t i o n  
s h o u l d  b e  a l l o w e d .

I n c l u d e d  h e r e  a r e  e x a m p l e s  of o r g a n i z a t i o n a l  s t r u c t u r e s  i n  the 
D i s t r i c t  of C o l u m b i a ,  H a w a i i ,  O k l a h o m a  a n d  N e v a d a  as p r e s e n t e d  in 
tne N A R U C  A n n u a l  R e p o r t  o n  U t i l i t y  a n d  C a r r i e r  R e g u l a t i o n s  
(12/31/89). T h e s e  C o m m i s s i o n s  w e r e  c h o s e n  as  t h e y  p r e s e n t  the 
b e s t  e x a m p l e s  of t h e  o r g a n i z a t i o n a l  s t r u c t u r e  p r o p o s e d  here. 
I n t e r e s t i n g l y ,  the o n l y  s t a t e  w h i c h  d i d  n o t  i n c l u d e  a c l e a r  
o r g a n i z a t i o n  c h a r t  i n  t h e  r e p o r t  w a s  A l a s k a .

C u r r e n t  O p e r a t i n g  A u t h o r i t y :

A s  a f i n a l  note, o n e  o t h e r  a m e n d m e n t  to c u r r e n t  s t a t u t e  is 
p r o p o s e d .  A S  4 2 . 0 5 . 1 4 1 ( 1 )  s h o u l d  b e  a m e n d e d  to e l i m i n a t e  the 
l a n g u a g e  " . . . t h e  p o w e r s  of the c o m m i s s i o n  s h a l l  b e  l i b e r a l l y  
c o n s t r u e d  to a c c o m p l i s h  its s t a t e d  p u r p o s e . "  T h i s  l a n g u a g e  has 
b e c o m e  o n e  of t h e  m o s t  o b v i o u s  b a r r i e r s  i n  r e l a t i n g  to the 
c o m m i s s i o n .  T h e  c o m m i s s i o n e r s  a n d  s t a f f  h a v e  u s e d  t h i s  l a n g u a g e  
to o f f e r  d i f f e r i n g  i n t e r p r e t a t i o n s  of r e g u l a t i o n s  a n d  s t a t u t e  o n  
a  c a s e  b y  c a s e  b a s i s .

T h e  p h r a s e  has a l s o  a l l o w e d  the C o m m i s s i o n  to s t a t e  t h a t  it d o e s  
n o t  s e t  p r e c e d e n t .  B o t h  u t i l i t i e s  m a n a g e m e n t  a n d  t h e  g e n e r a l  
p u b l i c  a r e  p l a c e d  i n  a  p r e c a r i o u s  s i t u a t i o n  w h e n  t h e y  a r e  u n a b l e  
to r e l y  o n  p a s t  d e c i s i o n s  of t h e  C o m m i s s i o n  to d e t e r m i n e  p r o p e r  
c o n d u c t  in r e l a t i o n  to  a n y  p a r t i c u l a r  i s s u e  b e c a u s e  the 
C o m m i s s i o n  f e e l s  f r e e  to d e v e l o p  d i f f e r i n g  i n t e r p r e t a t i o n s  to 
s i m i l a r  c o n d i t i o n s  o n  a  c a s e  b y  ca s e  b a s i s .  A s  a q u a s i  j u d i c i a l  
body, t h e  C o m m i s s i o n  m u s t  b e  h e l d  a c c o u n t a b l e  to its o w n  
d e c i s i o n s  a n d  i n t e r p r e t a t i o n s .
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